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MEMORANDUM
TO: Peter Bloom, LAC/DR

FBOM: Marshall D. Brown, Mission Director

SUBJECT: Semi-Annual Report for the Period April 1, 1992 — September 30, 1992
Summary of USAID's Internal Portfolio Review:

As stated in USAID/Honduras' FY93-94 Action Plan, the Mission is continuing to
increase our emphasis on implementation. With the approval of the Mission's
Program Performanace Assessment System (PPAS) we are also concentrating on
those actions needed to achieve our Strategic Objectives. Implementation of the
Mission's portfolio continues to improve. Of our 29 active projects, only two projects
experienced serious difficulties. Actions planned for the first semester of FY 1993
should put these projects back on track. The Mission's ending pipeline was slightly
higher than in FY 1991. This can be attnbuted in large part to lower than projected
expenditures involving four projects.

During the final semester of FY 1992, the GOH achieved several critical policy
objectives supported by the Mission's program: the passage of the Investment Law
and approval of its implementing regulations; marked acceleration of the GOH
privatizations; and, GOH unification of the exchange rate and approval of currency
trading by foreign exchange houses.

This was the first reporting period in which Project Status Reports specifically address
projects' contribution to achieving the Mission's Strategic Objectives. The Financial
Summary was also reorganized by Strategic Objective. The following table shows the
relationship of the portfolio's authorized LOP funding levels to each Strategic
Objective. Of note is the importance the Mission places on the agricultural sector and

the balance with those Strategic Objectives related to equitable growth and
democracy.

ACTIVE PROJECT PORTFOLIO BY STRATEGIC OBJECTIVE | PERCENTAGE
#1: Increased Agricultural Production and Exports 25.8
#2: Increased Private Investment, Production and Trade 14.0
#3: Improved Management of Selected Natural Resources 143
#4: Healthier, Better Educated Hondurans 26.0

| #5: More Responsive Selected Democratic Institutions 17.5
#6: Other 2.3
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Two important Mission projects were amended during the period. The Strengthening
Democratic Institutions project (622-0296) was amended to focus on the critical and
relatively more successful Administration of Justice component, and to expand
activities in fostering democratic leadership. The Policy Analysis and
Implementation (PAIP) (622-0325) project was amended to reorient the focus of the
agricultural component from the passage of the landmark Agricultural Modemization
Law, to its implementation. The amendment also supports natural resource and
environmental policy reforms. The Mission also added a component to the PAIP
which supports GOH efforts to reform and modemize the financial sector. Working
with the Central Bank of Honduras and the national banker's association, this
component will improve the regulation/supervision of the financial system, promote
private sector involvement in the financial sector reform process, strengthen

commercial bank skills, and support the development of new medium- and long-term
financial instruments.

Project Classification:

Highlight of Successes: At the end of the last fiscal year our pertfolio consisted of
some 33 active projects. This year we ended four projects, bringing our active
portfolio to 29 projects, 10 of them "A" projects, 17 "B" projects, and 2 “C" projects.
The Mission's "A" portfolio includes projects involving each of our Strategic Objectives.
Under the ESF-financed Structural Adjustment Prograrm (522-0365) the GOH took
reform measures necessary for the first disbursement, in particular, passage and
development of implementing regulations for the Investment Law, continued
privatizations, and progress in implementing financial sector reforms. The initial
disbursement was made in December 1992, With significant support from the
agricultural component of the PAIP, the GOH also began to implement the recently
passed Agricultural Modemization Law.

The Small Business Il project (522-0241) enjoyed smooth implementation this
semester and continued its positive impact upon small business development and the
creation of over 18,700 jobs since 1988. The Mission's Health Sector Il project
(522-0216) also continued its success. One notable accomplishment has been the
dramatic improvement in rural water and sanitation services. The communitv water
boards which are responsible for operation and maintenance of water supply systems
have prospered, resulting in improved water quality and supply, which will in turn
translate into reduced waterborne disease.

Implementation of the Land Use and Productivity Enhancement (LUPE) project
(522-0292) has improved markedly in response to GOH actions to correct serious
managerial deficiencies. Both expenditures and the accomplishment of major outputs
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increased by the end of the year. The private Agricultural Research Foundation
(FHIA) project (522-0249), continues to be a success story in terms of developing
new technologies for both traditional and export crops. However, the future of FHIA is
uncertain given the GOH's indecision concerning the creation of a 100 million Lempira
endowment to support the institution after the 9/30/94 PACD. Unless the GOH makes
a decision shortly, FHIA will be forced to close down.

Projects Experiencing Difficulties: As noted above, the Mission has experienced
significant difficulty in implementing the Strengthening Democratic Institutions (SD!)
(522-0296), and Forestry Development (522-0296) projects. Although both have
remained "C" praojects for the past year, recent actions under the projects should result
in significant improvement curiing FY 1993. SDI was one of the first democracy
initiatives approved in the region. As a result it has been plagued by an over-
ambitious original design. The sensitive nature of some of its activities, such as those
involviiig the National Elections Tribunal and the Congress, and implementation delays
involving procurement and GOH indecision have compounded the problem. The $5.3
million project amendment is based on lessons learned by the Mission and the GOH in
implementation to date. This amendment addresses these problems by simplifying
and sharply focusing the project, and setting more realistic and achievable objectives.
The amendment places greater emphasis on improving the administration of justice, in
which considerable success has been achieved. Several new activities under this
component focus on anti-corruption. The second major thrust will be on democratic

leadership, under which training of labor leaders, basic civic education, and support to

private groups to monitor government conduct and advocate for the public interest will
be assisted.

In spite of significant achievements, the Forestry Development project continues to
be classified as a "C" project because a no-cost PACD extension of two years was
recommended in the midterm evaluation finalized during the period. A decision will be
made by Mission management on this extension during the first semester of FY 1993.
If approved, the PROAG will also be amended to concentrate remaining support on
areas of highest priority, including forest management and support of the newly
created Department of Protected Areas and Wildlife.

Expenditures: Efforts to improve our expenditure projections have been successful.
The accrued expenditures for the entire Mission portfolio over the period totaled
$21,500,000, which was 100 per cent of the planned level (see Attachment A). The
total figure compares with a total of $14,067,000 at the end of the first semester, and
$25,938,000 at the end of FY 1991. The Health Sector Il project had the highest
expenditures, $6,200,000, reflecting its successful implementation. This large figure
was the result of the construction of a number of rural health centers and water
systems. As these activities wil! .continue over the next year, we expect to see a
similar expenditure pattern in FY93. Another five projects expended over $1,000,000
each.
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Projects which expended significantly less than planned include Rural Roads
Maintenance (522-0334), and Privatizationr: of State Enterprises (522-0289). Rural
Roads only expended 20 per cent of the plannad amecunt, $254,000 versus
$1,260,000. This discrepancy was in large part the result of contracting delays
caused by an undercapacity on the part of Honduran private sector road contractors.
The Mission has been working with the GOH to overcome the delays, such as by
combining discrete projects into more attractive bidding packages. The GOH plans to
continue making significant investments in infrastructure in support of its economic
program. With Honduran construction firms reaching their full capacity, we will axplore
with the GOH opening bidding for rural road maintenance to firms in other Central
American countries. The Privatization project expended only 34 per cent of the
planned level due to the cancellation of planned technical assistance. However, the
project continues to be very effective in helping the GOH accelerate the privatization
process, resulting in five additional privatizations over the reporting period and bringing
the total to twenty-eight.

Finally, the Mission is beginning to note the effects of the November 1993 national
elections in terms of delayed GOH decisionmaking and project implementation due to
staff turnover and general uncertainty over the policies and priorities of the next
administration. The Mission expects to experience a continuing negative impact on
the implementation of at least some projects throughout the coming election year.

Pipeline Analysis: The Mission's pipeline increased over the same period last year by
$4,209.000, largely due to poor expenditure performance of four large projects: SDI,
Irrigation Development (522-0268), HOPS | (522-0329), and Rural Roads
Maintenance (see Attachment B and accompanying graph). However, expenditures
under SDI and HOPS | increased in the last half of the fiscal year as a resuit of
improved implementation, a trend which we expect to continue. Expenditures under
the lrrigation project remained low due to the early termination of the project's credit
line. As mentioned in the Action Plan, the Mission is phasing out this nearly
completed project. In the case of the Rural Roads Maintenance project, the
$2,000,000 that was obligated in the first semester of FY 1992 was nut expernded at
the rate expected for the reasons noted in the last section.

The age of the pipeline remains young, with 88.6 per cent of the pipeline obligated in
either FY 1990, FY 1921, or FY 1992. Only one project, Strategic Planning and
Technical Support (522-0269), was obligated prior to FY 1986, and it only contains a
$547,000 pipeline. The pipeline from FY 1987 only contains $728,000. | am pleased
that projects with past pipeline problems, such as LUPE and Forestry Development,
show large reductions this fiscal year of $1,946,000 and $1,845,000, respectively.




In conclusion, during the final half of FY92 project implementation has improved, and
the Mission's portfolio has continued to support significant GOH policy achievements.
The number of projects experiencing significant problems declinad, and project
implementation as a whole was further focused on actions required to achieve the
Mission's Strategic Objectives. During FY 1993 the Mission will further emphasize
project implementation in order to address the expected delays and other setbacks
associated with election years.
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PROJECT STATUS REPORT
April 1, 1992 - September 30, 1992 A____ B X c___
1. BACKGROUND DATA A. FINANCIAL DATA
Amount Authorized: DA Loan: original 816,000,000 amended to 812,951,166
Project Title: Export and Development Services DA/ESP Grant: original 8 7,500,000 amended to $15,280,997
Project Kumber: 522-0207 Anount Obligated: DA Loan: original $16,000,000 anended to $12,951.165
Date of Authorization: original 08/30/84 Amendment  09/27/91 DA/ESF Grant: original S8 7,500,000 amendsd to $14,380,997
Date of Obligation: original 08/31/84 Amendment 09/27/91
PACD: original 06/30/91 Amended to 08/29/94 Amount Committed: Period: -] 418,214
Cumulative: 822.614.874
Implementing Agencies: Ministry of Economy and Commerce (MOE), Foundation for Accrued Expenditures: Period - Projected: 8 1,052,000
Investment and Development of Exports (FIDE), Federation of Period - Actual: S 965,120
Honduran Agricultural Producers and Export (FPX), the Cumulative: $21,862.565
Period - Next: 9 1,514,500

) Central Bank of Honduras (BCH)
Major Contractors: N/A

Project Managers:
Status of CPs/Covenants: Met

Date of Last Evaluation: 03/30/88
Planned No. of NFAs: Two
Date of Last Audit:

II. OJECT PURPOSE

To increase nontraditional exports.
ELATIO TO_MISSION

A. Spec c t
Objectives Nos. 1 and 2:
Agricultural Produccion and Exports respectively. The EDS project helps achieve
these objectives by addressing specific ¢{ssues related to improving the investment
climate, developing exports, and strengthening private sector institutions which
service the export sectors.

B. Percent of LOP funds relating to SOg: 100%
I1I. JE: SCR

The main components of the project are: Export Policy and Promotion (Ministry of
Economy and Commerce), Export Development (PIDE and FPX), and Financfal Services
(Central Bank).

Iv. JE ST.
A. Planned EOPS Erogress to Date
1. Policy environment which 1. The new Investment Law was passed by

the Congress on May 29, 1992. The MOE
in conjunction with COHEP, worked on
the implementing regulations for this
new law. These regulations were
approved on September 19, 1992,

favors exports.

institutional 2. FIDE and FPX gore established as

2. ¥xport
export promotion organizations.

capability established.

3. Adequate financial services 3. Over $220 million to date in exports
available. have been generated by USS$7.8MM and
L158.0MM in financing provided by the

pru,oct credit lines.

4. 9853 in value added from 4, 8180 million in foreign exchange will
groject-aided exports by be generated by Decsmber 31, 1992.
990.

Counterpart .
Scott Taylor/Delbert McCluskey Contribution: Planned: $40,618,000
Actual: 461,808,025
Next Evaluation: 09/30/93 X LOP Elapsed: 81x
NFA contracted/completed: 0O X of Total Auth. Oblig.: 96%
00/00/00 Next Audit: 11/30/92 X of Total Oblig. Exp.: 80%
X of Total Auth. Exp.: 77%
B. Major outputs
Planned mp)ishe
Next
LoP period _Cum, Period Perjod Cum. LOP
FIDE:
(o] H The project addresses the Mission’'s Strategic
Increased Private Investment and Trade and Incressed 1. New Investments 10 7 60 V] 3 73 %
Value (sM) ¥ N/A N/A N/A N/A 2.7 130 N/A

2. Ewmployment

Total N/A 500 11008 850 2270 24130 N/A
Hale N/A 100 6404 128 341 3620 N/A
Fermale N/R 400 4604 722 1929 20510 N/A
rex:
1. Agricultural Exports 816 $6.2 S31.4 2 84.5 S34.0 X%
{millione)
2. Employment
Total N/A 1566 9850 N/A 2323 10537 NN
Male N/A 790 6445 N/A 824 6918 . 7.3
Female N/A 776 3405 N/A 1499 3619 7.3
Other:
1. Credit (millions)¥
pollar Fund ($) 8 0 8 0 0 8 10X
Lenpira Fund (Lps) 42 [s) 158 10 36 158 I
2. Training “/r M/r M/r n/r u/r .74 4
Long tera 00700 00/00 00/00 00700 06/00 00/00
Short term 00/00 00/00 00700 00/00 00/00 00/00

V New project output as per Project Amendment No. 1 dated Septeaber 9. 1992.

¥ FPX collects employment {nformation annuslly in June at the end of the export
cycle. Updated employment figures will not be availsble for the next semester report.

¥ Credit hes been tracked from the initial date of operations through this reporting
period. Beginning October 1, 1992, the rroject will no longer track nor report on this
output which {s not included in the project as amended on September 9, 1992.




PROJECT STATUS REPORT

April 1, 1992 - September 30, 1992 A B X c

c. O Accom shment d t

The Export Development and Services Project was designed to increase Honduran
exports. During the first several years of the project the GOH had in place a policy
regime which was biased against export growth. Two NGOs, FIDE and FPX, have
implemented targeted export and investment activities which are yielding substantial
results. These two NGOs also successfully promoted a more approprisate policy
environment for exzport development. The project as a whole has achieved notable
success in assirting Honduran entrepreneurs establish new export industries, enter
new markets and increase volumes and improve quality. The projact has attracted
foreign investment to Honduras and has drasatically faproved the export documentation
process. Project financed inputs have incr=ased Honduran exports by nearly $267
million since the start of the project. Most of this growth has occurred in Export
Processing Zones (EPZs), cultivated shrimp, and melons. Recently, the industrial
export and promotion component has been called into question as having a negative
impact on US jobs and for promoling "low paying”™ jobs in Honduras (see Section D.,
Problems and Delays, below).

d ort a

Thin component aims to increses private investsent, expand and diversify manufactured
exports and maximire productive employment in the gectors with greatest potential.
The project will target specific export and foreign exchange earning sectors for
development based on the potential for growth, the cost and benefit to the economy,
including emplovment. and the ability to have a measurable impact on investment,
production and exports.

buring the firat few years of FPIDE's existence, ics primary operational objective was
to increase the flow of Honduran exports. However, when this proved costly., in 1988
FIDE changed its strategy and re-organized its programs. Recognizing that in the
near term export growth within Honduras would be led primarily by foreign investaent,
FIDE began a systematic effort to attract this investment.

In the four years since the establighment of its investment promoticn program, FIDE
has built a credible and respected promoticnal organization. 1ts Zoreign investment
promotion program is based on promoting Honduras’ advantages (political and social
stability, sbundant labor forces, close proximity to the UR), rather than providing
financial incentives to firms. This program has generated cost effective returns in
terms of foreign investment, job creation, foreign exchange earnings and two-way
trade.

buring this reporting period, ten new coppanies have established oparations in
Hondurag. According to FIDE. firms report that their move to Honduras represents an
expansion ot their current operations. Included in the reasons for establishing
operations in Honduras {s the need to remain competitive in the face of increasing
global competition. These new investments have generated approximately 2,270 new,
direct jobs. RAccording to a recently cospleted study by Price Waterhousea, 85% are
held by women. During the periocd, Honduran entrepreneurs started two new EPZs,
bringing the total number to seven. There are also three inu.'strial parks operating
within free trade zones and extensions under the free trade xone law. Park owners
have invested approximately €560 million equivalent to date in plant and equipment,
of which the project credit lines have financed about $9.6 miilion, or roughly 18%.
In terms of two-way trade, park owners have ectimated that approximately 60X of their
investment in plant has gone for US capital goods inputs.

FIDE's progran also focuses on helping to create a business environment which will
attract international producers and motivate Honduran companies to export. 1In this
regard, it took the lead in drafting and promoting the passage of the legislation to
create EPZs. It also hes maintained day-to-day contscts with policy-makers and
government officials to resolve policy and legislativs bottlenecks. FIDE's day-to-
day involvement with the international and domestic business communit{es give {t a
solid, practical foundation for recommending change. FIDE is building its
institutional capacity to help identify and resolve obstacles facing foreign
investors and Honduran companies. FIDE is supporting efforts such as: simplifying
import-export procedures: eliminating unnecessary steps in establishing a new
business: and identifying other obstacles to doing business in Honduras. FIDE plans
to establish a textile monitoring system which will contain statistics regarding the
amount of clothing exported from Honduras by firm and the categories of clothing
exported by firm. Such an information systes will be crucial to the GOH and the
private sector at such time as quotas on textile imports to the U3 are negotiated and
establighed.

FIDE actively participated with COHEP in presenting the implementing regulations for
the new Investment Law to Congress. These regulations were approved on September 19,
1992. by the Congress.

The Mission contrscted Price Waterhouse in Novesber 1991, to conduct an in-depth
baseline study which measures the socio-economic ispact of TPZ growth on the
communities surrounding the EPZs. The study was expanded to include an examination
of the impact of the large influx of people in and around the industrial corridor of
San Pedro Sula on social sarvices. Price Waterhouse preaented the final report on
October 20, 1992. The study findings and recommendations will be implemented through
the Cortes Chamber of Commerce (CCIC) Project No. 522-0363 and has the support of the
San Pedro Sula sunicipality.

The credit lines established under the project will begin to be phased out in January
1993 in accordance with GOH financial sector reforas.

All audit recommendations have been closed from a pre-audit award survey of FI1DE
conducted in August 1991, by the firm Arthur Anderson.

Aaricultursl Export Promotion

FPX continues to provide technical assistance to producers of non-traditional
agricultural exports and has helped develop essential support industries. Thig past
year, FPX directly asaisted 124 export projects wh:ch genarated $16.06 million in
foreign exchange earnings for Honduras, 97% ' planned levels. FPX sponsored 20
seninars, attended by 720 persons (12% women) to promote agro-industrial development,
the production of new export products and to improve the production of existing
export products. FPX-assisted agribusinesses generated 10,537 full-time equivalent
jobs, of which 34X are held by women, mostly in packing, precsssing and gr }
operations.

FPX continues to improve its incose generating capacity, but its coverage of
operating expenses declined in the past year. In the operating year that ended June
30th, FPX earned L 904,750 from services. This represeats a 27X increase over last
year's service income, and equalled 23% of FPX's toixl operating costs. This
compares to 29% coverage from service income last year. 1In addition to service
income, FPX earned L 372,566 from investments in financial instruments and another
L 789,270 from its businesses. FPX's total income reached L 2.07 million, or 52% of
its total operating costs. This compares to last year's L 2.15 million total income
earned that equalled 89X of operating costs. In addition to its own income, FPX
received L 4.71 million in donations from the Honduran Central Bank, GOH project
counterpart and other international donors. Based on this year's financial
performance, FPX is undergoing an organizational restructuring and reorientation in
an effort to control costs and increase income generations. FPX's new General
Manager {s preparing e three-year plan for achieving complete financial self-
sufficiency for the Board of Director's review. Under this restructuring, FPX will
place greater esphssis on new business development specifically directed at resolving
export infrastructure problens. This purpose of this change will be to increase
FPX's income from businesses and provide needed infrastructure to stimulate expanded
exports of non-traditional agricultural products.

The FPX capital fund increased to L 7.9 million this past year. FPX has invested
these funds in its office building, financial instruments and businesses such as a
shrimp packing and ice plant, a fertilizer pellet plant, & cashev processing
marketing company, and a tilaspia farm. FPX i3 currently evaluating investments in
a cold storage facility in Puerto Cortes, ¢ packing plant in Cosayogua, a shrisp
larvae laboratccy and a tilapia processing plant.

FPX postponad the planned evaluation of its Miami office this= y2sr. ks part of its
internai restructuring, PR sanagement also is analyzing ways to reduce the Miami
office costs and increase its income generatiuns.

This review also will analyze the possibility of transforming the Miami Office into
a brokerage office to represent small-scale Honduran producers who want to export
their products.

In terms of exports., Honduras exported 2,900 containers of melons this past
production year which earned $11.6 million in foreign exchange. This is 7% mora than
last year. Cultivated shrimp producers exported 4,306 MT in 1991 which earned more
than $31 million in foreign exchange. This was 32X more than 1990. FPX expects
Honduran producers to export more than 5,000 MT of cultivated shrimp this year.
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Cacao exports continue to expand slowly in spite of soft world markets. Honduras
exported 3,700 MT earning an estimated $3.7 million. In addition, two new Honduran
products, mangos and tilapim, began to show promise in the export markets. Mango
exports expanded 44X to 23,000 boxes earning msore than $100,000 in foreign exchange.
Konduras exported tilapia for the first time this year from one farm that has 13 ha
in production. By the end of next year, FFX expects Honduras to have over 30 ha in
production and earnings of more than $1.0 million from tilapia exports. During the
period, FPX also entered into three joint venture research agreements with FHIA to
analyze the feasibility of growing ssparagus. raspberries and blackberries for winter
warkets {n the U.S.

puring the period, FPX closed all outstanding recommendations from the non-federal
audit/review. In response to this review, FPX completely updated and revalued its
fixed assets {nventory. improved many of i{ts internal operating procedures and
reduced accounts receivable over 150%. In August, FPX hired a new Genu:-al Hanager
who has begun to recorganize the organization and set clear objectives for the next
year.

FPX signed an agreement with the Honduran Pesticide Distributors Association
(ADIVEPAH) to co-finance a training program for distributors and extensionists. This
prcgram was jointly designed by the International Association of Agricultural
Chenmical Manufacturers and the World Health Organization. The purpose of the prograns
is to improve the management and disposal of pesticides by retail outlets, and
improve the information provided by input supply stores to fermers. During the first
three months of this program, ADIVEPAH conducted four seminars training 58 people (4
women) representing 33 different input supply companies.

Credit Operations

The Mission has reached agreement with the BCH to phase out directed credit lines
beginning 1/1/93. The Mimsion will revise the regulations of the credit lines to end
lending activities and specify how reflows are to be used. One alternative being
requested by the Central Bank is to use part of the credit lines to fund an export
credit insurance fund which was proposed in the PP but was not implemented earlier
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4. FIDE will negotiate the implementation of & textile monitoring systes with the
Honduran Association of Maquiladores.

5. Revise parsonnel evaluation procedures. operations msanuals and internal
procedures.

6. PFIDE will continue to implement activities ained at ensuring its financial self-
sufficiency.

7. Carry-out a non federal audit of FIDE's operations for the period from January
1, 1990, through December 31, 1991, and a recipient audit for the period from
January 1 through December 31, 1992.

rex:

1. PFPX will undergo a ¥on Federal Audit for the period from July 1989 through
December 31, 1991.

2. FPXwill work with Stevedore Services of America ro draft a feasibility study for
a cold storage/bulk product handling facility in Puerto Cortes.

3. FPX will reorganize its operations and develop a three-year financial self
sufficiency plan.

4. FPX will draft a feasibility study of constructing and operating a tilepia
processing plant.

$. FPX will begin construction of a shrimp larvae laboratory.

Credit Operations:

1. Credit regulations will be revised to end new lending and phase out the credit
lines.

2. Review the feasibility of an ezport credit insurance fund.

because the appropriate financial sector reforms had not been undertaken.

D. Problems and Delavs

Recent press reports have alleged that AID, through FIDE, has promoted the systematic
denial of fundamental workers®' rights and the provision of financial inducements to
US firms to shift operations abroad in order to reduce their US work force and escape
basic labor standards applicable in the US, USAID/Honduras believes these
allegations sre incorrect. However, given the gravity of the allegations, the
Mission requested in writing to FIDE and the Central Bank of Honduras that they
immediately suspend all loans for EPZ development. FIDE also was instructed not to
engage in actions which would conflict with USG policy to support and respect
internationally recognized workers' rights. FY 1993 foreign assistance legislation
makes explicit USG policy that no busineas enterprise be given an incentive to
relocate outside the US when there would be a negative impact on employment in the
US. The Mission currently is working on an acti{on plan to adjust FIDE's investaent
promotion program to ensure that its activities continue to be in full accordance
with USG policy and the new legislation.

FFX has delayed submitting its annual operating plan to AID and the GOH for approval
to enable the new General Manager time to review it as well as all of ¥PX's
operations.

E. Malor Activities or Corrective Actions During the Next Six Months
PIDE:

1. FiDE will meet with its division chiefs and USAID to evaluate its 1993 operating
plan and budget. Discussions will include a reexamination of its activities to
ensure their compliance with USG policy and new legislation which restricts USAID
trade and investment activities.

2. Meet with appropriate Ministry of Labor, AIFLD and union officials to establish
a dialog concerning labor conditions in the EPZz and the protection of workers'
rights.

3. Participste in meetings chaired by the Ministry of Economy to discuss new,
comprehensivs intellectual property rights legislation.
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A.

EINANCIAL DATA

Amcunt Authorized:

Amount Obligated:

Anount Committed:

Accrued Expenditures:

Counterpart
Contribution:

X
b 4
X
X

LOP Elapsed:
of Total Auth. Oblig.:
of Totel Oblig. Exp.:
of Total Auth. Exp.:

Ax

DA Grant:

DA Grant:

original 857,300,000

original $ 7,110,000 amendad to 238,241,996

Period: $ 3,763,405
Cumulative: 832,484,405
Period - Projected: 8 5,992,000
Pariod - Actual: 8 6,261.193
Cumulative: 828,818,232
Period - Next: $ 3,000,000
Planned: 826,016,500
Actual: 821,780,314

59%
67%
75%
50%

I1I.  PROJECT PURFOSE

To support, strengthen and continue the process of extension of coverage of
efficient, sustainable, and effective primasry heslth care and rural water and
sanitatfion (RW&S) services, with an emphasis on child survival (CS) interventions.

RELATIONSHIP TO MISSION'S STRATECIC OBIECTIVES
A. SPECIFIC LINKAGE TO S.0. The efficient., sustainable, and effective

delivery of basic health and RW&S services to the Honduran population is a necessary
condition for achieving the S.0., "Healthier, Better Educated Hondurans."”

B. PERCENT OF LOP PUNDS RELATING TO S.0. 100X

IIl. PROJECT DESCRIPTION

The project places a heavy esphasis on the decentralixation of the planning,
management, and financing of health services. Major project components are
Sustainable Support Systems, Health Technologies, Rural Water and Sanitsation, and
Private Sector Programs (CS and PW&S projects managed by PVOs in rural aieas).

IV.  PROJECT STATUS
A. Planned EOPs Brogress to Date

1. Local programming model 1. Inplementing in all regions.

executed.

2. Expanded acceass to and use 2. Rpprox. 132,788 people have been
of safe water systema in rural served.
Honduras.

3. A total of 13 PVOs participating 3, Participation: CS: 8 (89%): RWS&S:
in ¢3S (9) and RW&S (3) project 6 (200%).
activities.

4. Activities expanded foi: lcme and 4, Comzunity distribution of Oral

Rehydration Salts implemented.
Revised clinical noras for
diarrheal disease &nd Acute
Respiratorvy Infection (ARI) are
being impleaented.
Communications strategy being

and clinical management of
diarrheal desease and acute
respiratory infections, and
increased i{mmunization coverage.

isplemented.
5. Activities expanded for saternal $. Contraceptive supplies to hsalth
child health, birthspacing and centers improved: national
breastfeeding. breastfeeding promotion strategy

being implemented: progrestin-
only contraceptive for lactating
mothers distributed and in

use.

B.

1

Major Outpute

Rural Health Posts:
-Renovated/Repaired
~Supply System (No.)
=Contraceptives (%)
=-ORS (%)
=Cold Chain (%)
% Childrencl Year
-Measles Vaccinated
Vaporizers in:
-Cesamos (No.)
-Cesares (No.)
Weter Systems (No.)
=Aqueducts
-Wells
=Latrines (000)
-Septic Tanks
~Woeen Ages 10-44
w3t domestic access
to save wvater (000)
PVOs Participating
-C8 (No.)
~RWSS (No.)
Area Warehouses
Regional Health
Centers
Training (Persons)
~Long-tern
-Short-term (x10)

—Planned _____ ___ Accopplished
Next 3 of

1OP Period _Cum, Period Pericod cum. LOP
426 50 2e1 50 188 419 98%x
693 25 615 25 35 625 90%
90 90 N/A 90 90 N/R 100%
90 90 N/A 90 96 N/A 107%
80 80 N/A 80 85 N/A 119%
70 80 N/A 80 84 N/A 120%
103 50 97 0 50 97 95%x
267 40 58 o 40 58 22%
830 80 246 45 85 271 S51%
1600 90 508 115 102 520 33%
77.0 7.16 35,38 5.65 12.61 40.83 53%x
73 7 34 7 8 35 48%x
84 10.7 37.2 6 10.7 37.3 44x
9 1 7 1 2 8 89%

3 1 6 (] 1 6 200%

ae 3 14 0 3 14 47%
3 0 1 0 0 1 33x
. I 4 . 1 4 nE N_F
24 26 4 3 9 11 00 0 0 S 821x 31X
320 745 20 40 183 441 0 O 129 757 292 1168 91X 157%




C. Qther Accomplishments and Overall Status

This institution building project is the mainstay of the Mission's strategy to
improve the health of the Honduran population, particularly children under the age
nf five years and fertile age wocmen. The project seeks to increase decentralization
and the capacity of the regions and subregions of the MOH to program, execute,
supervise and evaluate the delivery of primary health care and rural water and
sanjitation services. During the past semester the project continued to progress in
implementing child survival. rural water and sanitation and private sector activities
directed at reducing infant mortality. Important gains were made both in terms of
inputs provided as well as in outputs yielded.

1. m
This component focuses on enhancing the effectiveness of health service support
systems at the operational level of the MOH. The purpos® of these support systems
is to provide MOH staff, particularly at the health center level, with the physical,
financial, promotional and technical resources needed for inatitutionalizing
sustainable health care in rural areas.

Continued progress was made in implementing decentralization and new management
systems at the health center level under the Local Programming Project Element.
During the period, the new logistical and supply system was implemented in an
additional 35 health centers for a cumulative total of 625 centers: snd the systea
for organization of forms and educational materials in 126, for a cumulative total

of 458 centers.

The Logistics/Adain{stration Project Element focusas on the construction of 30 area
level warehouses to improve the MOH's supply and distribution of medicines and
medical equipment, and of three regional administrative/training centers (two of
which will also have laboratory facilities) in order to improve the working
conditions and facilitate continuing education of regional personnel. During the
past six months the contracting process was completed and awards were made for the
second and third Regfonal Centers. In addition, three area level warehouses were

completed.

The major thrust of the Maintenance Systems Project Element is to repasir health
centers in order to improve hygiene and the MOH's public image. An additional 188
health centers were renovated or repaired during the past six months with project
assistance.

The project seeks to assist the MOH in its efforts to improve the efficiency and
effectiveness of management decisions under the Management Information Systems
Project Element. Five microcomputers were installed at the regional level during the
last six months. In addition, the Epidemiology and Family Health Survey (EFHS) has
progressed on schedule, the field .{ata collection and data entry stages were
completed for all of the eight health regions. Preliminery reports for all eight
health regions, a national infant mortality report, and analytical graphs based on
anthropometric and nutritional data were produced and distributed. Under this
project element, it is also worth noting that several regions initiated pilot efforts
in the timely collection and analysis of infant mortality data utilizing computers
procured with project funds. Local and timely collection and analysis of infant
mortality data should lead to improved local management decisions for resource

allocation in combating infant mortalities.

The major objectives in the Human Resources Developrent Project Element are the
development and utilization of self-instructional modules for the continuing
education of MOH employees and long-term training abroad (Masters Degree level
education in Public Health and Administration). Seven more MOH professionals began
a Master's Degree Program in Public Health in Mexico, and an additional 191 students
began a one year in-country training course to become Auxiliary Nurses with the MOH.

The project supports the design and production of educational mate:'{fals Jor social
marketing under the Educational/Promotional Programs Project Element. During the
past six months, over 150 health arsa personnel and 900 Auxiliary Nurses were trained
in the Oral Rehydration Therapy. Acute Respiratory Infections (AR1) and Breastfeeding
communication strategies, including educational and counseling skills for behavorial
change. Also. a communication strategy for reproductive risk was designed, including
pre~testing of a variety of educational materials for promoting family planning.
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The project assiats MOH efforts to improve its financial management and cost recovery
programs under the Health Finances Project Element. Preliainary reports for the
first nine months of 1992 indicate that the MOH will meet its target of a 20%
increase in service revenues.

2.
This component supports child survival interventions and control programs {or
malaria, tuberculosis, and AIDS.

In the area of Contrcl of Diarrheal Diseases (CDD), field reports indicate that
diarrhea {s declining in terms of incidence and severity, and that ORS availability
and use are increasing. Although more than 300 cases of cholera have been reported,
Honduras has managed to control the epidemic much more effectively than most other
Latin American countries.

In the area of ARl, the MOH made the policy deciaion to implement a pilot study of
community based distribution of antibiotics for pneumonias. The project is
supporting this effort on several fronts (technical assistance, cosputer equipment
and training, etc.). Because ARIs are now the leading cause of infant mortality and
antibiotics are critical for their control, this is considered to be an extreacly
important decision.

In the area of growth monitoring, pilot projects for comzunity based growth
monitoring were initiated in three health areas. It is anticipated that coamunity
based growth monitoring will improve the nutritional status of children by enlisting
community volunteers to assist the auxillary nurses with their case loads and thereby
provide closer attention to each child's weight gain and respond rapidly to counter
abnormally low gains .

In the areas of birthspacing and breastfeeding, the most important advances were
those already noted under educational and promotional programs. Another highlight
was the efficiency with which the MOH logistics system replaced the health centere’
supplies of oral contraceptives which had reached their expiration dates.

3. Rural Water snd Sanitation
This component focuses on providing RW&S services to rural inhabitants located in

Regions Nos. 3, 5, and 6 which have the highest concentration of population and
highest rates of infant mortality due to water-borne diseases. Major accosplishmsents
during the past six months include completion of a survey to detersine village
operational and maintenance capabilities. an evaluation of the water techs' (a mid
level, sub professional ezployed by SANAR to serve as an engineering side, a health
educator. and a community promoter) first year of activities, znd incorporation of
the APRODIB PVO into the rural water supply and sanitation program. 1In addition, the
water quality control laboratory in El Progreso became fully operational with SANAA
personnel, and a number of training courses for engineers and water techs were held.
Finally. nearly $3 million of water systemss constructions supplies were delivered to
the SANAA and MOH warehouses in San Pedro Sula, El Progreso, Santa Rosa de Copan and
La Ceiba.

4. Gender Considerations
The role of women as participants and/oy beneficiaries in each of the three

components described above is considersble. The heslth centers targeted for
increased access to resources under the Sustai{nable Support Systems component are
staffed by auxillary nurses who form the backbone of the MOH's primary health care
system. The success of this component depends upon the partiicipation of the
auxillary nurses, over 90X of whom are women. These nurses benefit from in-service
education and other short term training courses financed by the project.

Under the Health Technologies component, the goals of improving the health of women
by reducing maternal mortality rates and extending the interval between births ensuxe
that wosen are direct beneficiaries of the health services supported by this project.

rinally, under the RW&S component, the project has now provided domestic access to
safe water to 37,300 rural women in the age group traditionally responsible Zfor
manually hauling water of dubious quality from distant sources to their hoaes,
thereby making the performance of their domestic tasks easier.
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5. Special Covenants

The Special Covenant on the retention and spending of revenues at the local level is
being implementad. Funds are collected and utilized by local health centers. There
are still a number of small adainistrative constraints which restrict the full
utilization of these funds at the local level. These are being addressed by the
project. All other Special Covenants have been fully implemented.

during this past reporting period in order to explore the possibility of CARE taking
over Tesponsibility for the operation and maintenance of the heavy equipment. This
proposal would not require that title to the equipment be passed from the MOH to
CARE, and the MOH would continue to be responsible for mosquito surveilance and
prioritizing the use of the equipment.

6. a FA|
The Mission and the MOH should have {initiated and completed negotietions with respect
The RIG Audit of the project conteined three recommendations: a) monitor all project to the recommendations of the external avaluation and the reprogramaing of the 1993-
1995 project budget during the reporting period. This did not occur. In conjunction

inputs using AID-apprcved software; b) issue a Mission Order formalizing procedures

and responsibilities for the reporting of counterpart contributions; ¢) include an

analysis of the MSH resicent advisors' scopes of work in the mid-term evaluation and internal evaluation containing well over one hundred recommendations. While the

modify the MSH contract as apprupriate. The first two were closed during the majority of the recommendations of the internal evaluation have little to do with the

reporting period. and substantial progress was made on closing the third. The RIG project, their incorporation into the MOH analysis has delayed movement towards
closure on the mid tern evaluation and budget reprogramming process. It is

accepted the Mission's proposal to use the annual work plans of the MSH resident
advisors to manage the MSH contract (rather than amending the contracted scopes of anticipated that this process will be completed during November 1992.

work), and MSH submitted 3 of the 12 resident advisor annual work plans in accordance
with the criteria established in the RI1G recommendstion. MSH has committed itself The MOH's Region 3 adainistrative and training staf? should have moved to the new

to submit the remaining 9 work plans by October 15, 1992, and et that time the regional building constructed for them in San Pedro Sula during the period. This did
Mission will request that R1G close the third recommendation. not occur because the window air conditioning units instelled {n the building are too

noisy. A project implementation letter approving funding for the removal of the
During the past six months both SANAA and the MOH took actions to coaply with the window air cond{tioning units and the installation of a central air conditioning unit
sixteen recommendations of the Mission's FARS Office vehicle controls analysis, and i{s circulating for clearance. It {s anticipated that the central unit will be
requested that virtually all of the recommendations be closed. Closure of the installed and the regional staff transferred to the new building by the end of the

recommendationds is pending site visits by FARS to verify compliance. next reporting period.

Maior Activities or Corrective Actions Puring the Next Six tionths

with the external evaluation, the MOH has also been evaluating the results of an

During the past reporting period the Mission's FARS Office completed an analysis of

the Health Sector II Rotating PFunds and {ssued a report containing four

recommendations. The recommerdations are to: increase the capitalization of the 1. Close the remaining R1G recommendation.

Central Funding Account (Recommendation No. 1): prepare monthly status reports for

each rotating fund and balance them to their respective bank stateaents 2. Close the outstanding FARS recocmaendations.

(Recommendation Nos. 2 and 3): and subnait to AID any amounts in the SANAA rotating

fund which exceed its authorized capi{talization level (Recommendation No. 4). 3. Reach an agreement with the MOH cn the reprogrammed project budget for 1993-1995,

and execute the corresponding official docusents .

Recommendation No. 3 was closed during September 1992, and it is anticipated that
the other recommendations will be closed by December 1992,

4. Initiate construction of the two remaining regional centers.

D. Problems and Delavse
5. Complete the contracting procecs for the seven resaining area warehouses.
As reported in the last SAR, obligations of Health and Child Survival Account funds
have not kept up with planned lavels creating a back log of pending actions. WwWhile 6. Continue involvement of community women in activities in Tegucigalpa and other
the specific FY 92 funding need for the institutional contractor, Management Sciences major urban centers.
for Health, was resolved before a crisis occured, it will be impossible for the
project to meet its planned activity completion date (PACD), 10/1/95, i{f the project 7. Approve and fund one PVO grant in Child Survival.
is not fully obligated by January of 1994. As such, it is imperative that Mission
managemant make cne of three decisfions as soon as possible: 1} extend the PACD to 8. Initiate activities with SANAA to improve the supervision of the existing rural
comply with the actual obligation schedule: or 2) accelerate the actual obligation water boards.
schedule to comply with the actual PACD: or 3) redesign the inputs and outputs of the
project such that funding needs are reduced, and inform the GOH that the US 9. Complete the final report of the EHFS and conduct workshops to discuss the
Government will not be able to provide the total funding contemplated in the Project results in six health regions.
Agreement.
10. Make the desk top publishing uystem for the production of educational materials
As reported in the last SAR, approximately $40,000 worth of HS II funded equipment fully functional.
and materials were stolen from the MOH's Central Supply Warehouse, and the MOH took
appropriate actions. During the reporting period, the MOH initiated a procurement 11. Produce a systen design for integrating the MOH's administrative, personnel, and
accounting system as prerequisite for the next computer equipment nrocuremsent.

of approximately $25,000 worth of respiratory inhalers in order to replace those
stolen from the warehousae. In addition, the MOH obtained price quotes to establish

the replacement cost of the other missing supplies and will dinitiate the 12. Complete negotiations and execute an agreement to transfer the adainistration of
corresponding procurements in early 1993. Finally, the Project Coordination Unit the useage and maintenance of the heavy equipment for malaria control froa the
initiated a cost-benefit analysis of constructing a small project warehouse with MOH to a PVO.

project funds within the MOH's Medical Supply Warehouse compound. Project managerent

will assess this analysis and render its technical judgement in October 1992. 13. Produce a manual explaining the process of developing a communications caspaign

for behavioral changes improving the health of rural Hondurans.

As reported in the last SAR, the annual number of reported malsria cases has
increased by roughly 300% since the beginning of the project, and is expected to
continue increasing with or without the provision of the remaining project inputs.
Substantial reduction in malaria cases would require for more funds than this project 15.
can provide. It is anticipated that future project assistance for malaria control
will ba eliminated, but thie is pending the reprogramming negotiations described

14. Complete the analysis and prepare a report on the ARI baseline data.

Initiate the pilot study for the comsunity based distribution of antibiotics for
controlling pneumonias.
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1. BACKGROUND DATA

Project Title:
Project Number:

Date of Authorization:
Date of Obligation:
PACD:

Small Business 1I
522-0241

original 08/26/88
original 08/31/88
original 09/30/93

The National Association of Industrialists (ANDI)
Honduran National Development Foundation (FUNADEH)
Central Bank of Honduras (BCH)

Twelve private financial inatitutions

Kathan & Associates

Bernai Velarde

04/02/91
09/30/95

Amendsent
Amended

Implementing Agencies:

Major Contractors:
Project Managers:

Status of CPs/Covenants: Met

Date of Last Evaluation: 09/11/91 Next Evaluation: 03/01/95

Planned No. of NFAs: One NFAs Contracted/
Completed: [s]

Date of Last Audit: 00/00/00 Next Audit: 10/05/92

A. FINANCIAL DATA

Asount Authorized:
Amount Cbligated:
Asount Comaitted:

Accrued Expenditures:

Counterpart
Contribution:

X LOP Elapsed:

X of Total Auth, oOblig.:
X of Total Oblig. Exp.:
X of Total Auth. Exp.:

DA Crant: original 815,000,000
DA Grant: original 8 7,475,000

Period:
Cumulative:

Period - Projected:

Period - Actual:
Cunulative:
Period - Next:

Planned:
Actual:

8 572,3%9
810,896,956
8 1,229,000
8 1,380,535
8 9.963.202
8 900,000

825,000,000
833,000,000

57%
100%
66%
66%

amended to $15.000,100

fT.  PROJECT PURPOSE

To strengthen and expand an instituticnal system that will increase and improve the
supply of credit, training, technical assistance and services to Small Scale
Enterprises (SSEs): and improve the policy and regulatory environment in which SSEs
operate.

RELATIONSHIP TO MISSION STRATEQIC OBJECTIVES

A. SPECIFIC LINKAGE TO 8.0.

The Small Business II Project Amendment supports the strategi{c objective No. 2 of
increased private investmnent, production and trade by advancing the program outputs
of improved financial intersediation and strengthening selected private sector
institutions.

B. PERCENT OF LOP PUNDI RELATIVE TO 3.0,: 100%

111. PROJECT DESCRIPTION

The project is conposed of two interrelcted components: 1) an 8SE Support Systea
component to strengthen and sxpand the services of the institutionsl intermedisries
and 2) a technical assistance and research unit. The first component is implemented
through three Operational Progran Grants (OPGs) and an ESF-generated locel currency
loan and guarantee fund. Under this component., AND1 provides institutional support
to Honduran organizations that serve SSEs by offering them training and technical
assistance. FUHADEH is expanding its {nstitutional outreach and developing new
programs to meet the futurs needs of micro and small enterprises. The Saall and
Med{um Entrepreneurs Fund (FOPEME) provide finarcing for loans to SSEs through
Honduran private financial institutions (PFls). Under the second component, the
project funds research activities, training, evaluations and long tera technical
assistance to the GOH and the Honduran private sector institutions.

IV.  PROJECT SIATUS
A. Planned EOPs Progress to Date

The financial wmechanisas of FOPEME and
FUNADEH are self-sustaining.

financial
that {n 1993

Self~-sustuining
mechanigm in place,
will be capable of:

1. 7.500 loans/year 1. 4.600 loans per year

2, 6,500 jobs per year 2. 95,500 jobs per year

3. PVOs access to comsercial 3. FPUNADEH has access to GOH funds at
credit comnercial rate.

4. Self-gustaining 4. Self-sustaining credit/guarantee

B. Halor Outputs_ 1/

1. FOPEME

a. Number of Loans
Female
Male

b. Amount of Loans
(Lps.MM)
Fenale
Male

C. Guarantees
Number
Amount (Millions)

a. No. of Loans
Fenale
Male

b. Participant Training

No. of Courses
No. of Particip.
Tenale
Male
3. ASEPADE 2/
a. No. of Loans
Femala
Male
b. Amount (#illions)
Fenale
Male
4. FUNADEH
a. No. of Loans
Female
Male

5. Bank Training Seainar )/

6. Research/Studies

Planned Accomplished

Next Xxof

LOP PRariod _Cum, Period Period Cum. IOP
1153 600 3826 500 498 3724 323%
N/A 150 900 120 117 867 N/A
N/A 450 2926 380 381 2857 N/A
69.1 20.0 127.%  20.0 15.% 123 178x
N/A 4.0 22.7 5.0 5.3 24 N/A
N/A 16.0 103.8 15.0 11.2 99 n/A
11%3 175 1137 50 26 988 B87%
30.4 4.0 27.2 2.0 0.1 23.3 7%
8125 1200 7845 900 894 7539 93%
3331 600 4797 450 332 4529 135x
4794 600 3048 450 562 3010 63%
300 100 1195 190 191 1286 428%
3000 2000 20178 3675 3695 21873 729%
1230 1000 11543 1000 2343 12696 1031%
1770 1000 8635 1000 1735 9187 S519%
25000 N/A 10578 N/A 618 10893  44%
N/A N/A 6932 N/A N/A 7163 N/A
N/A N/A 3646 N/A N/A 3730 N/A
30 N/A 12.8 N/A 1.9 14.0 47%
N/A N/A 7.8 N/A 0.6 8.0 N/A
/A N/A 5.0 N/A 1.3 6.0 N/A
2500 250 1985 250 243 2266 91x
625 162 730 100 N/A 862 138%
1825 150 1255 150 N/A 1406 7%
10 1 2 1 0 Ioa0x
10 1 9 1 1 9 YHox

1/ Statistics updated through June 30, 1992
2/ Grant was terminated during the reporting period
3/ Bank Training Seminar will no longer be reported since it will be subsumed under

the Financial Restructuring Project (522-0325%,03)
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C.

The Snall Business II Project has made a significant {mpact {n Honduras. During its
four years of operation, the project has assisted a network of commercial banks and
private voluntary organigations (FVOs) to disburse nearly 25,000 loans which have
created over 18,700 new jobs. Approximately 55% of the loans have gone to women
managed or owned enterprises. Over 58% of the loans are of a value of less than
$300.00. 1In addition, the PVO network has provided business training to over 30,000
participants.

The project i{s being restructure to achieve maxisum impact. The ASEPADE Grant
Agreement was terminated during this reporting period "for convenience”™ due to the
high percentage of loans in arrears and lack of adequate management and institutional
capabilities. The FUNADEH Grar.t Agr t was amended to provide additionsl funding
to finance the expansion of {ts micro and small business program to the Honduran
capital of Tegucigalpa. Further project modifications will be made during the next
semester, The Project Assistance Completion Date (PACD) was extended from September
30, 1993 to September 30, 1995.

FOPEME {is composed of a network of twelve commercial banks and one private finance
company. These institutions have made over 3,724 loans for an approximate value of
1123.2 million (aporoximately 921.6 million at the current exchange rate of 81,00 =
LS.70). Over 60X of the loans are & value of less than L30,000 or $5,264. The loans
disbursed by the private financial institutions have created over 8,116 new jobs for
an average credit job ratio of $2,659. This is almost half of the original Project
Paper estimate, which stated that for every 385,000 of credit disbursed one job would
he created. Over 23X of the borrowers of this component are wonen.

The FOPEME Quarantoe Fund was established with an initial capitel of 1L2.0 million in
Jauuary 1989. Through the end of the reporting period, the capital base of the
Guarantee Fund has grown from L2.0 mi{llion to 14.7 million. Since the beginning of
the Project FOPEME has guaranteed 988 loans for a total amount of 123.3 million.
Eight financial institutions have cleined partial reisbursement Ior 23 loans which
have delaulted. The Guarantee rund has advanced a total of L589,423 for the loans
that have defaulted. Of the total advance, almost L300,000 has been 1iquidated and
the Guarantee Fund has recovered over L200,000. 8ince its creation the Guarantee
Fund has collected over L1.6 million {n premiuas plus nearly L1.5 m{llion {n short
term investment from the original L2.0 million project grant.

puring this semester the Central Bank of Honduras signed new participation agreesents
with the private financial institutions. The new participation agreements permit
other non-bank institutions such as Savings and Loan Associations and PVOs to access
the Loan and Guarantee Funds. As a result of the changes, FUNADZH signed a
Participation Agreement with the Centrxal Bank of Honduras. This i{s the first time
that a PVO wiil have access to funds managed by the Central Bank. of Honduras.

At the recommendation of the Mission Project Committes, AlD terminated the ASEPADE
Grant Agreement for mutual convenience. The recommendation was made by the project
committee when it became evident that despite the technical assistance given to
ASEPADE, {t's management was not capable of reducing the 40X arrearage rate by
implementing sound financial policies and control. The main problem with ASEPADE has
been its resistance to contract experienced professional financial managers to run
the organization. 1In addition, the Mission concluded that ASEPADE would not be able
to achieve the project objectives of disbursing 25.000 loans and creating 3.500 new
jobs. From September 1988 to June 1992 ASEPADE kad only disbursed 10,893 loans and
created about 1,655 new jobs.

The Mission gave ASEPADE 90 days to submit its reimbursement request. The Project
Technical Unit will continue to provide limited technicsl assistance to ASEPADE until
the end of November 1992 in the area of financial sanagement and computer syztens.
No further project activity is contemplated beyond this external technical
assistance. The balance of funds not obligated under the project will be
reprogrammed within the Small Business II Project. PFunds already obligated but not
disbursed will be deobligated and if possible reobligated within the same project.
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With the assistesce of the Project Tachnical Unit, FUNADEH submitied a proposal to
expand its successful micro and srill business program to the Capital City of
Tegucigalpa and its surroundings. #s a result, an additional $1.2 millicn will be
reprogrammed within the SB1I budget for FUNADEH., An add{tional 81.0 was cbligated
during the sesester. The funding will permit FUNADEH to finance spproximately 1,300
loans und create about 2,600 new jobs in the Tegucigalpa area. 1t is expected that
spproximately 50X of the loans will go to women owned or sanaged enterprises. Under
this grant amendment, FUNADEH will finance with counterpart funds about 115 training
courses for over 2,300 participants. FUNADEH will charge for {ts training program
and try to recover mcst of the cost associatad with this activity.

FUNADEH financed & two day seminar with participation of smpall business
organizations from six countries. This forum permitted a valuable way to share
different and successful methodologies and approaches that lead to small and micro
business development.

ANDI:

Following the midterm evaluation recosmendations and with the assistznce of the
Project Technical Unit, ANDI submitted a proposal to AID to reprogram project funds
in order to concentrate on those PVOs that have the greatest pntential of becoming
self~sustaining within the SBII two year PACD extensicn. ANDI expects to accomplish
three major outputs as a result of the Grant Amendment: 1) PVOs self-sufficiency
capacity will be strengtnened and they will be in a better position to mobilize and
allocate financial resources: 2) micro enterprises will have more access to sarket
rates resources: and 3) the PVOs will receive critical technical assistance to
improve their management #nd financi{al effectiveness, with better administrative
controls, improved financial managesent and increased portfolio returns.

The Project Technical Unit did an analysis of the poverty lending programs in
Honduras. The final report will ba submfitted to the Mission during the month of
October, 1992. The report concludes that poverty lending may be a self-sustaining
activity for the PVOs provided that certain cost and portfolio levels are reached.
The Mission will assess this report together with ANDI's proposal to determined if
it will access the Anti Poverty Lending Progras (APPLE) funds sanaged by AID/W,
PRE/SMIE.

ANDI contracted two Accounting firms to perfora external audits to three FVOs that
receive project funds from ANDI. During this sesester $611.734 were dligated to the
ANDI Grant Agreeaent.

COMMERCIAL BANK TRAINING (ANIUA):

A Cooperativa Agreesent will not be signed with AHIBA as reported in the last Project
Status Report. T7he Miszion has designed a Financial Restructuring Project that will
subsumed all the bank training activities that was originally going to be financed
by the Samall Business 1I Project. The Small Busiiess 1I Project will only provide
technical assistance to AHIBA to zatup & "Credit Reference Systes” in Honduras. 1In
its firs: stage, this will encoapass the commercial banks and PVOs that have small
and micro business credit programs.

D. PROBLEMS AND DELAYS
PFOPEME: None

ASEPADE: Not/Applicable (Grant was terminated).

FURADEH: None

ANDI:

Some of the PVOs assisted by ANDI have had internal problems. For exasple: the
Executive Director, Adainistrator and two Credit Promoter resigned from FUNDEMU
because of differences with the President of the Board., This will have a negative
short term impact sirce these are all key personnel in the organization. The
Executive Director and PFounder of ODEF died in a car accident. She had been
instrumental in obtaining external resources from various sources of funds for ODEF.
IDH has not contracted its Pepouty Director to provide the proper follow-up to its
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The Non Federal Audit did not begin during this reporting period. Zrnst & Young was
selected to carry out the Non Federal Audit and the contract states that they will

initiate activities on October 5, 1992.

E. MAJOR ACTIVITIES OR CORRECTIVE ACTIONS DURING THE WEXT SIX MONTHS
FOPEMK:

FOPEME will market its program with various Savings & Loans Association. It is very
likely that at least one of the Savings & Loan Association will sign the
Participation Agreement and join the financial network that provides loans to small

businesses.

Review any bill of collection that ASEPADE might claim and take the necessary steps
to formally close this project component.

YURRADEH:

The organization will contract new personnel for its Tegucigalpa Office. The new
personnel will be trained in San Pedro Sula before the new office initiates
operations. The Tegucigalpa Office should open its doors to the public during the
month of March 1993. The Project Technical Unit will assist FUNADEH in setting up
and connecting a computer communication network between San Pedro Sula and
Tegucigalpa.

The Mismfon, through {ts Controller Office, will conduct a financial review to assess
FUNADEH's internal controls and procedures in handling grant funds

ARDI:

During the next semester, the Misszion will the proposal submitted by ANDI to
wodify the Grant Agreement. 1f accepted, the Mission will sign a modified Grant
Agreement with ANDI to incorporate the suggested changes that have been approved in
principle by AID. In addition, the Mission will submitt a proposal to AID/W to
access $500,000 from the Anti-Poverty Lending (APPLE) Program to partislly finance
a credit fund in ANDI. In addition, Ernst & Young will conduct a Non-Federal Audit

of ANDI.

A final review of the midters evaluation recommendations will be made to determine
the status of each. All recommendations should be closed during the next reporting

cycle.

The Project Technical Unit will provide technical assistance to the PVOs to reduce
the percentage of loans in arrears. 7The technical assistance will concentrate in the
arcas of portfolio management and control, loan collection procedures, credit
analysis and loan selection criteria.

AHIRA:

A short term consultant will be contracted by the Project Technical Unit to design
the Credit Reference System that will be managed by AHIBA.
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I. BACKGROUND DATA A. PINANCIAL DATA
Project Title: Yorestry Development Projact Amourt Authorized: DA Loan: original $12.000,000 amended to$ 4,041,000
Project Number: 522-0246 DA Grant: original 8 8,000,000 amendsd to 915,959,000
pate of Authorization: original 12/18/87 Amendaent 05/31/89 Amocunt Obligated: DA Loan: original 8 1,000.000 awended to$ 4,041,000
Date of Obligation: original 12/29/87 Amendment 06/27/91 DA Orant: original $§ 1,500,000 smended to $ 9,131,000
PACD: original 12/31/94% Amount Committed: Period: -] 109,122
Impleaenting Agencies: Honduras Forestry Development Corporatio- (COHDEFOR) Cumulative: 8 8,522,731
Major Contractors: USDA Forest Service - PASA Accrued Expenditures: Period - Projected: $ 1,060,000
Project Managers: John L. Jordan/Reamon Alvares Period - Actual: 8 934,606
Status of CPs/Covenants: CPs: All met Cumulative: 8 7.118,%561
Covenants: All met Period - Next: $ 1,120,000
Counterpart
Contribution: Planned: 811,587,700
Actual: 8 6,575,390
¥ LOP Elapsmed: 68%
Date of Last Evaluation: 12/30/91 Next Evaluation: 00/00/00 X of Total Auth. Oblig.: 66%
Planned No. of NFAs: 2 NFAs contracted/comspleted: 1 % of Total Oblig. Exp.: 54%
Date of Last Audit: 09/30/92 Next Audit: 00/00/00 % of Total Auth. Exp.: 36%
II. PRQJECT PURPOSE 8. Major outputs
Planned —— . —Accomplished
The project’'s purpose is to improve the management and sustainable productivity of Next X of
commercial pine forests and the efficiency of industrial conversion and marketing of IOP Period _Cum, Period  Period Cum. I1OP
wood products.
Iisber Sales
RELATIONSHIP TO MISSION STRATEGIC OBJECTIVES 1. Standing timber sales
ssdten (X) 100 (] 100 o 00 100 100%
A. SPECIFIC LINKAGE TO S8.0.: The project contributes to the Mission's S.0. 2. Sound timber
of more efficient management and sustainable use of selected natural resources. valuation (%) 100 (1] (1] V] 0 (4] [«
B. PERCENT OF LOP PUNDS RELATING TO S.0.: 100%
Iorest Mgwt - La Union
IIXI. PROJECT DESCRIPTION
1. Vol. harvest (M3) 350 a0 237 30 39 246 70%
The project consists of: forest management in selected areas, strengthening 2. Seed trees marked (Ha) 5,500 500 3,491 500 229 3,220 9%9%
the private sector forest industry through technical assistance and training, 3. Nursery plants 85,000 5,000 88,700 10,000 2,700 86,400 102%
and supporting the institutional reorientation of COHDEFOR through the 4. Intensive fire
developrment of & new timber sales system and improved managerial efficiency. protection (Ha) 18,000 16,000 16,000 16,500 16,000 16,000 89%x
$. Control burnas (Ha) 12,000 [] 780 500 [+] 780
1IV. PROJECT STATUS 6. Maintenance of
forest roads (Kas) 300 (] 206 50 (] 206 41x
A. Planned EOPa Progress to Date 7. Extension in agric. 1,200 100 1,082 100 1,161 2,143 Ik M
rural dev. (persons) 600 50 500 50 555 1,005 168x P
1. COHDEFOR Las relinquished all 1. Only one operation, CORFPINO, still 8. Income from forest 900 30 267 30 ] 237 M
industrial operations. OOH owned bu. presently closed down. activ. (persons) 100 10 k) } 10 [+) 21 axr
9. Soil conservation
2. COHDEFOR's financial 2. Recent legislative reforas have per- activities (Ha) 2,400 [+] 73 100 29 102 4%
situation stabilized, income manentely reduced COHDEFOR's income 10. Grants Rural Dev. 1,000 40 130 200 541 631 63x
covers cost. generating structure by more than 50%
and nev funding alternatives are being Iraining (Per/Monthse)
considered.
1. Long-terms 1,200 120 49% 270 216 91 S n
3. All timber transactions 3. Tinmber sales system being accomplished 245 30 174 60 72 216 & r
carried out based on rational in 100% of the timber transactions.
forest management. 2. Short-tera 962 70 76% 100 n 766 &x M
150 20 192 20 28 200 13X F
4. Porest utilization carried 4. Area I and IX, Ia Union and Salama,
out in accordance to allow- being managed accoxdingly.
avle cut.
5. Acceptable level of regene- 5. Area 1 and 11, La Union and Salama,
ration environmentally being managed accordingly.
sound logging and forest
management.
6. Industry utilizing profitably 6. In progress. Industry expanding into
a wider range of timber new sarkets.

resources.
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C. oOther Accompljshmente and Overall Status

The Forestry Development project addresses one of the most critical problems facing
the Honduran agricultural sector, the rapid depletion of the forest resources. It
focuses on managing pine forest resources in a rational manner in order to reduce the
country’s environmental degradation and generate a more productive future forest.

As a result of substantial policy dialogue, training and technical assistence. a new
timber sales system, baged on rational forest management, has been f{mplemcnted by
COHDEFOR {in pine forests nationwide. In contrast with the previous systes which
basically consisted of measuring the logs extracted with little supervision of the
logging activities, the new method requires preparation and administration of the
timber sale. This new system sets the bases for sustainablz forest management,
mitigates the environmental impacts of road building and logging. and reduces wastage
in harvesting. The project's technical assistance in this area is now concentrating
in improving the field work. specielly in the area of road design and regulations,
in developing a quality control system, and in preparing local volume tables.

Timber continues being sold natiorwide by the government at a flat rate regardless
of its location, quality, accessibility and other factors which affect its true
economic value. The government used to price all timber sales, but now, due to the
new Agriculture Modernization Law, private forest owners can sell their timber
directly, without being subject to a particular pricing system. The existance of
competitive private sector prices will probably permit the implementation of a
related mystem in national iands such as the transaction evidence/market indexing
system suggested by the PASA TA or a bidding systea such as the one being proposed
by the International Development Bank (IDB). The project paper considers the
implementation of a residual value system of timber sappraisal, an analytical method
of value determination that uses product values and production costs to determine the
standing timber wvalue. However, the project must now analyze the conditions
resulting from the ncw law and the GOH policy decisions in order to select an
appropriate pricing mechanism.

The project is implenenting multiple uss forest mansgement plans in two modecl units
with a total area of 200,000 hectares. These plans emphasize natural regeneration,
forest protection, silvicultural treatments. environmental mitigation practices and
rational utilization techniques.

During the past fire season, project personnel fought 149 fires and kept the total
area burned by these fires down to 723 hectares. Fire detection was carried out
through roving patrols and 3 fire towers. In sddition, protection of 10,000 hectares
was carried out by the local population financed by an incentive prograa that
censista of forest protection agreements to provide prevention and protection
services in exchange for funding of community development projects. Under this
program, 1,100 persons have been benefited with a totsl investment of only $17,000.
Other incentive activities are providing small individual benefits to smany of the
area’'s inhabjitants.

TA and direct on-thejob training on fire management was provided to COHDEFCR by the
Department of the Interior's Bureau of Land Management. The Bureau has presented to
the Mission a proposal for future assistance to COHDEFOR on nationwide fire
management through a project-financed PASA.

Measures to protect La Muralla, a 6,000 hectare cloud {7cest reserve. from
encroachment continue being implemented. TA has been contrac>ad through a buy-in
with ROCAP to develop & flora and fauna inventory and a managesent plan for this
area, Additionally, through another buy-in with ROCAP, TA {s being provided to
Jevelop COHDEFOR's new Wildlife and Protected Areas Department.

COHDEPOR's outdated cosputer system is being replaced with a Limited Area Network
system in order to improve COHDEFOR's administrative cspacity. To implement this new
system, this semester the project provided TA and trained 31 persons.

Short-te:n TR and training courses continue being provided to the forest industry.
Local consultants provided asistance in sawfiling, lumber grading and business
menagement. The project provides funding for TA and publications to the Honduras

Sawailler’'s Association (AMADHO). With this funding, AMADHO has prepared a catalog
of wood products and directory of wood producers, to be published next semester. The
Associstion’s technical expert has been highly involved in the {mplementation of the
new Agriculture Law, the revision of corresponding manuals and the negotiations with
the governxent regarding the new status quo of the forestry sector.

The Mission’s Evaluation Summary of the Projec’.'s Midtera Evaluation has been
finalized. 1t approves a two-year r.o-cost PACD extension, additional long-ters TA,
and the amendment of the Project Agreement to reflect new {mplementation
arrangements. The project’'s first Non-Federal Audit ie being finalized.

In training, a to*al of 387 person months were provided to 1,012 participants during
this period. Eleven participants are now receiving long-term training in foreatry
at U.S. universities and another 36 are enrolled in a 3~-year program at the Honduras
National Forestry Science School (ESNACIFOR). In-country short-term training was
provided to 181 COHDEFOR employees, 118 foreat industry operators and 550 rural
community members.

The participation of woren has increased in training, esployment and rural
development activities. This semester the project hired a woman as head of the
agroforestry activities and another as head of the accounting section which is now
mainly staffed by women. The involvement of women in project activities is being
promoted by the forest prosoters. Also, the main forest industry in the project area
has increased its eeployment of female workers.

D. Problems _and Deleys

The project is classified as a "C" project due to its low expenditure level and the
request of a PACD extension of two years. Houever, the main reasons for the low
expenditure level are the overly optimistic projections for the project‘'s initial
year and the decision to improve the project’'s performence by eliminating the $4.9
million industrial credit component. To a lesser extent, the termination, for
convenience. of the TA contract with Tropical Research and Development and the
continued delays in the processing of implementation orders have also slowed down
project activities. During the past six months, expenditures did not meet
projections due to delsys in the procurement of aerial photography. the
implementation of road maintenance contracts and the initiation of two buy-ins with
REN

Due to the large number of foresters working with the private sector and in long-term
traininy programs. COHDEFOR continues to lack sufficient technicians for efficient
implesz, tation of ite forest management responsibilities. This defficiency is
affecting the quality of the timber sales program. To e&ddress this situation, the
project has increased the number of scholarships oriented towards producing more
forest techniclans. This shortage will continue to exist for at least one sore year,
but on the other hand, the increased presence of technicians in the private sector
is very beneficiasl to the country's forestry developsent.

Prior to the Agriculture Modernizstion Lsw, the gmrn-cnt of Honduras managed all
of the country's forest areas. With the nex law, 4% will now only msanage the
national forests. Municipalities and privatc forest owners will sanage and utilize
their own forest. To operate under this new legislation, governeent-spproved forest
management plens will be required for all areas to be harvested. This new law
requires profound policy and organizational changes in the government's forestry
sector. COHDEFOR has been very slow in defining and implementing the necessary
adjustments and the process is behi:d schedule.

iIn the project management units, new forest managesent plans that only includs the
national foreast areas must be formulated and implemented. The initial step to adjust
to the nev luw is the delimitation of public and private property. an activity that
has already keen started in both of the project's model units.

E. Mafor Activities or Corrective Actions During the Next Six Months
1. Issue a PIL approving a no-cost PACD extension to December 31, 1996.

Amcnd the Project Agreement as necessary. including new implementation
arrangements and budget.

Prepare a P10/T for technical assistance for the remainder of the project.

Establish an "Environmental Unit" within COHDEFOR to contribute to forest
management, timber sales and extension activities.

Prepare new forest management plans for the model units.
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I. BACKGROUND_DATA

Project Title:

Project Number:

Date of Authorization:
Date of Obligation:
PACD: original 09/30/94

Implementing Agencies: Honduran Agricultural Research Foundation
Major Contractors: N/A

Project Manager: Del McCluskey

Status of Cpa/Covencnts: Met

Honduran Agricultural Research Foundation (FHIA)
522-0249

original 08/29/84
original 08/29/84

Amendment  03/19/91

Next Evaluation: 06/01/94
NFAs Contracted/Completed: O
Next Audift: 10/01/92

Q7/01/89
1
12/01/91

Date of Last Evaluation:
Planned Number of NFA's
Date of Last Audit:

A. FINANCIAL DATA

Amcunt Authorized:
Amount Obligated:
Amount Committed:

Accrued Expenditures:

Counterpart
Contribution:

X LOP Elapsed:

X of Total Auth. Oblig.:
% of Total Oblig. Exp.:
X of Total Auth. Exp.:

AR

DA/ESF Grant: original $20,000,000

DA/ESF Grant: original 8

Perfod: 8
Cumulative:
Period - Projected: ]
Period - Actual: S
Cunulative:
Period - Next: 8

Planned:
Actual:

230,000
132,997

$18,942,987

705,000
485,329

$18,458,522

550,000

$ 6,500,000
$ 8,631,325

81x
100%
92%
92%x

11. 0J R

To establish a private, non-profit and financially viable agricultural research
organization to expand and improve the agricultural research system n Honduras and
ensble it to be responsive to Honduran needs.

RELATIONSHIP TO MISSION STRATECGIC OBJECTIVES
A. Specific Linkage to SOs: Project supports the Mission's Strategic Objsctive No.

1 = Increased Agricultural Production and Exports. The project directly addresses
Program Output 1.2: Increased Access to Markets and ractors of Production.

B. percent of LOP funds relating to SQs: 100%

III. PROJECT DESCRIPTION

FHIA operates four principal crop-oriented research programs: plantain and bananas.
cacao, vegetables, and diversi{fied fruit products. FHIA's research is oriented
toward adapting technologies and crops. PFHIA's technicians interact with small and
medium-scale farmers and other agricultural professionals, realizing an important
outreach activity. FHIA also provides a variety of production-related services to
individuals and businesses under contract.

v. ERQJECT STATUS
Planned EOPS

Internationally recognized
research foundation.

ongoing research program
consistent with the needs of
Honduran producers.
Communications network
ensuring two-way flow of
information.

Efficiert analytical and
laboratory capability.

Erogress to Date

Recognized as center of excellence in
region.

3 major programs researching 9 important
crops and other commodity research.

All communications and training goals
curpassed.

Functional soils, pesticide residue, and
plant pathology laboratories.

Research:

a. Program/Projects
b. Technologies Adapt.
c. Cultivars Adapt.
d. Special Studies
Services:

a. Lab Analyses {(0CO)
b. Consultations
Communications:

a. Courses/Seminars
b. Field Days

c. Publications
Training

= Producers

- Professionals

= Students

i) d

18
20
40
160

150
95

100
70
250
M/F
950/50
240/60
320/80

60/10 410/95

1

50/10

(]
1
1
4
S
2

Ad

/ M/F
2165/149 125/15 129/9 2052/119 216/238
1045/202 250/20 250/27 1176/202 490/337
61/14 426/114 133/143

M/r

M/r

111x
145%
182%
143x

65%
118%

154%
129%
114x%
M/r
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C. Accom! ents_a era atus

FHIA is a non-profit privat> sector organization which wan created to insulate
&gricultural research from the political and budgetary fluctuations faced by public
sector organizations. During its first eight ye irs of opzration, FHIA has achieved
significant progress, having now surpassed all of its LOP goals and objectives with
the exception of one related to services. This goal also will be met by the end of
the project. The institution has successfully establiahed well-balanced and
respected research and service operations which respond to the needs of Honduran
farmers. Its staff is composed of highly qualified professicnals, and FHIA is
recognized as a center of excellence in research in the region and the world. 7he
project highlights the significance of the institution building capability of Agency
activitiss.

FHIA'= pesticide residue laboratory was evaluated by a team from the Environmental
Protection Agency and the Food and Drug Administration. This evaluation provided
guidelines for the increased efficiency and utilization of equipment, and identified
needs for new equipment, training and additional staff. A Dutch pesticide specialist
spent 45 days working with the laboratory staff on methodology and helping FHIA
reorganize the lab's physical iayout according to the EPA/FDA recommendations. FHIA
has postponed purchasing *he equipment recommended by the EPA/FDA tean pending an in-
depth analysis of demand for residue testing and a final decision by the GOH on the
endowment fund proposal.

A Belgium scientist iz providing short-term training to FHIA's biotechnology (tissue
culture) laboratory staff. This scientist will be followed by another in 1993,
funded b the German government for two-years, to expand the researca and service
capabilities of the laboratory. 1In the past six months, FHIA sold twenty thousand
tissue cultured banana plants to private companies in six different countries. At
this time, the laboratory can produce 40,000-50,000 plants/yr. OCiven the rising
demand for tissue cultured plant ma*erials, FHIA plans to expand the laboratory's
capacity in the near future.

The cacao program has received more interest in the last six months with its
publishing of research results on inter-cropping and rs.ay cropying cacao with
tropical fruits, tropical woods and bluck pepper. Thesc systems pruvide income to
farmers throughout the year. Cacao also provides good erosion controsl on hillsides.
The German and Dutch governments are interested in funding projects with FHIA to
promote the transfer of cacao cultivation information to smallbslders in erosion
prone areas.

The vegetable and diversification programs have signed contracts to provide technical
assistance to exporters in several crops: blackberries, raspberries, onions and
asparagus. These contracts are directly related to FHIA's research activities. Por
example, in 1990 the vegetable group carried out export trials with a priwvate
company. Pased on those tricls and research over the last three years, seven gro-ars
contracted FHIA to prcvide technical assistance during this export season. :ne
vegetable group i3 also collaborating on u regional basis with onion researc:.

FHIA's banana and plantain program has expanded its international coverage % ;h
the Internaticnal Network for the Improvoment of Bananas and Plantain (INIBAF, d
directly with several individual countries. During the period, FHIA provided a .
Sigatoka resistant cooking banana variety to researchers in Uganda. Thig L& xne
grows well on poor soils and could substitute for the native banana that now is b:%- -
destroyed by the outbreak of Black Sigatcka in East Africa.

FHIA ‘s Administrative Council selected the Internal Auditor who started work in Ju
The ficst draft of FHIA's revised internal regulations and policies guide ias i
under review. A final vermion will be presented to the Administrative Council £
its approval at the next meeting in November. During the period FHIA closed al:
outstanding FARS recommendations.

The Administrative Council decided not to renew the Director General's contract which
expired September 15th. The Council named the Deputy Director to serve as Acting
Director until -a new person can be selected for the position. The process to select
a new Director General will commence only after the GOH has approved the 1local
currency endowment fund for FHIA.

-

Probleme and Delavs

The OOH continued to delay a final decision on creating a local currency endowment
fund for FHIA. During the period, FHIA staff and members of its Administrative
Council made several presentations to key GZH leaders and meadbers of the President's
Economic Cabinet with the purpose of promoting a positive final decision. Given the
delays, and the near-term end of AID support for FHIA, the Mission sent a letter to
the Minister of Finance and the President of the Central Bank stating the need for
a final decisior, to enable FHIA and USAID to make plans f{or the remaining funds in
the project. Ia response to this letter, the OOH ilias promised a final decision on
the endowment funds before the end of October,

HMajor Activities or Corrective Actions During the Next Six Months

Based on a positive decision by the OOH, FHIA will finalize and w:esent to USAID
its proposal fcr the eniowment fund.

Th: fd:inhtutlve Council will review and approve FHIA's intern:7 . _ -2letions and
policies.

Based cn a positive decision by the OOH on the endowment fund, ¢ < intstrative
Council will select a new Director General for FHIA.

FHIA will contract for and receive an audit under the recipier' ,udir prigram.
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1. BACKGROUND DATA A. FINANCIAL DATA

Project Title: Small Farwer Organization Sivengthening Amount Authorized: DA Loan: original 2
Project Number: 522-0252 DA/ESF Grant: originai & 1,450 ¢
Date of Authorization: original 09/26/85 Amendment 07/13/92 Amount Obligated: DA Loan: original [
Date of Obligation: original 39/26/85 Amendaent 07/13/92 DA/ESP Grant: original G _.a00.°_2
PACD: original 09/30/87 Amended to 09/26/95 Amount Committed: Period: 461,216
Implementing Agencies: rinancial Development Pund (FDF) Cumulative: 816,203,855
Major Contractors: World cCouncil of Credit Unions (WOCCU), National Accrued Expenditures: Period - Projected: S 943,800
Cooperative Business Association (NBCA). . Period - Actual: 8 701,460
Agricultural Cooperative Development International Cunulative: 915,575,557
(ACD1), and Latin American Confederation of Credit Period -~ Next: 8 750,000
Unions {(COLAC) Counterpart
Project Managers: Lee Arbuckle/José Antonio Carranza Contribution: Planned: 822,465,530
Status of CPs/Covenanta: CPs met. The FDF legal charter was authorized by GOH Actual: 818,179.643
and was subnitted to Honduran Cooperatives
Confederation. X LOP Elapsed: 70% -
X of Total Auth. Oblig.: 100%
Date of Last Evalvation: 05/31/92 Next Evaluation: N/A % of Total Oblig. Exp.: 87%
Planned Number of NFA's 3 NPAs Contracted/Completed: 1 % of Total Auth. Exp.: 87%x
Date of Last Audit: 00/00/00 Next Audit: 12/31/92

II.  PROJECT PURPOSE B. Major outputs

Tc establish a viable system for delivering productive inputs (credit, technology,
market services. and managesent skills) to growers in order to increase agricultural
productivity and diversify the production base.

BESLATIONSHIP TO MISSION STRATEGIC OBJECTIVES Second level

Organization
A. Specific Linkage to SOs: Project supports the Mission's Strategic Objective No. Cocperative
1 ~ Increased Agricultural Production and Exports. The project will directly impact
Program Output 1.1: Improving Profitability and Climate for Agricultural Investmenc Orgs. W/Computer
and Increasing Access to Markets and Factors of Production. technology

B. Percent of LOP funds releting to SOs: 100% Credits
21% 1020 215 198 805 40%

Disbursed to farmers
Disbursed to Coops/ 10 42 10 12 43 78%

111. PROJECT PEICRIPTION Operators

The project will strengthen and upgrade the adainistrative, management, planning and Affiliates NF ME MP NP

capital formation capabilities of the participant organizations. This will expand Beneficiaries. 155 21 136 2.51 309 41 14 173% 280%
their mervice delivery capabilities and improve access to factors of production which (Thousands)

have inhibited agricultural growth and productivity. Yhe three components used to

effect this change are: institutional support, financial stabilization, and credit. Training M_r M_r M F M_r M_.F N Fr M_TF

Long Term 0o o0 0o 0 0 0 0o 0 o0 00 O O
1v.  PROJECT STATVY Short Termn 1515 30 10 231 94 130 120 156 104 367 188 2446% 1253x

A. Progaress to Date
1. 1 FDF Created Created, but rot yet lcgally chartered.

2. 4 Federations Strengthened Strengthening process is underway with
five faderations.

3. 55 Cooperatives Strengthened Strengthening process is underway or
cospleted for 51 cooperatives.
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C. Ot m| e atus

This project is an important element in the Mission's strategy to improve
agricultural production. Project interventions in the rural financial sector are
complementary to other AID supported efforts in improved technology. export narketing
and natural resource management. The project focuses its efforts on five second
level organizations or federations which have individual cooperatives or credit
unione as their affiliates. These second level organizations then extend the
participation to their affiliated cooperatives. These organizations include: FACACH,
the credit union federation: UNIOCOOP, the umbrella organization for model
cooperatives: AHPROCAFE, the association of Honduran coffee growers: FECORAH, an
agrarian reform cooperative association:; and ANACH., another organization which
affiliates agrarian reform ~ooperatives and the most recent project participant. The
project is implemented by the Financial Development Fund (FDF), a develcpment finance
institution created by the project.

The project strategy calls for strengthening the second level organizations and their
affiliates through a phased program. The preliminary stage is institutional support
which provides grant resources to finance managerial and administrative reforms at
the federation and cooperative level. Once an institutionai support program has been
initiated and the cooperative has agreed to a rigorous reform program, financial
stabilization resources may be used to restructure the flnancial position of the
organization. Credit resources may follow, with the specific intention of financing
productive inputs ouch as fertiliter and equipment. The credit activity is only
available to agricultural service cooperative businesses.

At the outset of the SFOS project, the absorptive capability of the rural credit
unions was greater than of the agricultural service cooperatives. This led to
greater than expected results with that sector and less than expected results with
the ag service cooperatives. This continues to be the case. However, at this point
the work of the FDF with the credit union system is at the beginning of the end. The
work with the ag service cooperatives is now accelerating as absorptive capability
increases. This is reflected in the Mission's decision to design a follow-on
project, the Small Farmer Agribusiness Development (SFAD) project, which will work
exclusively with agricultural service cooperatives. The SFAD project will continue
the management and financial restructuring activities begun under the SFOS project
and also aid in the identification and development of new investment opportunities
for the restructured farmer-owned businesses.

puring the reporting period, the Mission authorigzed the SFAD project and extended the
the SFOS project to 9/30/95. The SFOS extension will enable comspleting the work with
the credit union sector, accomplishing the legal chartering of the FDF, and
establishing a self-sufficient, fee-supported regulatory activity in the Honduran
Institute of Cooperatives (IHDECOOP). In the future, SFOS project SARs report only
on the credit union activity, the institutional development of the FDF and the
regulatory activities of IHDECOOP. Activities with the agricultural service
cooperatives will be reported in the future SFAD SARs.

Broiect Management

In preparation for the SFAD project, the Mission funded an analysis of the capability
of the FDF to esdainister AID funds. The analysis was carried out by a local
accounting/consulting firm. Although the contractor has yet to submit its final
report, the FDF has begun to implement the recommendations agreed upon in the draft
report. All the recommendations will be responded to by Dec. 31, 1992, prior to the
mobilization of the SFAD project.

Ihe FOF

For many of the same reasons that the Miscion chose to separate assistance efforts
vo credit unions and agricultural cooperatives into two projects, SFAD and SFOS, the
Board of Directors of the FDF separsted the organization’s cperations into two units,
the Financial Services Unit (FsSU) for credit unions and the Agribusiness Unit for
agricultural service cooperatives. Both are now fully staffed and operatiorn-® and
report separately to the FDF's Board of Directors.

The crsation of the FPinancial Services Unit accelerated implementation of the
project's administrative and financial restructuring of credit unions. In cuntrast,
implementation of the Agricultural Unit's strengthening and restructuring programs
continued at a slow pace. The IDF's Board of Directors focussed on this problem and
determined that it stemned from the Unit's General Manager. Based on this, the Board
removed the Unit's General Manager in mid September, and beg the pr of

selecting a new manager. In the {interim, the Agricultural Unit's level of
performance has improved, confirming the Mission’'s belief that most of the FDF's
staff are professionally competent, responsible and committed, but lacked good
leadership. The Unit's new manager will be hired by the end of October.

Regarding the legal chartering of the FDF. the project coapleted an analysis of the
feasibility of establishing the FDFr as a permanent institution. The GOH has given
its approval pending endorsement by the Honduran Confederation of Cooperatives (CHC).
A committee of the CHC Board of Director's has approved the concept. We expect a
final decision by the CHC's General Asseambly by December 31 of this year.

The technical assistance contract with the World Council of Credit Unions (WOCCU) was
extended to February 28, 1992 to allow for an orderly transition of activities with
the agricultural service cooperatives to the new SFAD project. The Mission has hired
the technical assistance tean's credit union advisor under a separate two year
contract to continue providing advice to the credit union system. The Mission plans
to contract for additional short-term technical assistance for the credit union
sector. This contract will be competitively selected and is expected to be signed
by June 1, 1993.

1HDECCOP

A tesk force under the direction of the Honduran Cooperative Institute (IHDECOOP)
Director and Board President completed an organizational analysis of IHDECOOP and
proposed restructuring its operations to focus on audits and inspections of credit
unions. Under the proposal, 1HDECOOP w111 charge for these inspections to achieve
financial self sufficiency.

Agricultural Cooperatives

The Audit and Inspection team in the FDF developed and began a program to audit and
diagnose the accounting and internal control practices and policies of each
cooparative affiliated to the UNIOCOOP systes. These studies will be followed by the
installation of a standard accounting systes package and changes in the coer':y
organization and procedures. The team will coaplete its analysis o the twe. -
UNIOCOOP affiliates in the coming semester and then begin a similar anelr: : of t'.r
Coffee Producer Association (AHPROCAFE) affiliated cooperatives.

The Agricultural Unit's account managers and an external consultant develocped case
studies docusenting the FPDF's financial stabilization of eight agricultural
cooperatives. Each case study describes the procedures and steps of the financial
stabflization process. This effort has produced a clearer understanding of the
financial stabilization process anmong the FDF's technical staff. It also will serve
to train new employees and provides baseline date for seasuring the impact of
financial stabilization over time in these cooperatives.

The project helped UNIOCOOP develop a sanagesmsnt information system consisting of
nine separate reports to monitor its fertilizer marketing activity. This systea has
helped UNIOCOOP managers increase sales, product turnover, and profits. A cosputer
based inventory management module is being pilot tested in COHORSIL, tha coop with
the greatest amount of input sales. This module {s aiding COHORSIL track and account
for more than 300 separate items, and monitor margins and inventory turnovers. When
fully tested, the module will be instelled in the other cooperatives with
computerized accounting systems. Careful inventory monitoring by COHORSIL has
already taken them to more than eight turns per year on inventory.

The International Fertilizer Development Center (1FDC) completed giving the second
half of the course for the handling and sarketing of fertilizer to UNIOCOOP
personnel. The IFDC completed developing the training materiales using the coepetency
based instruction methodology. The correct use of fertilizer has both economic and
ecological benefits. UNIOCOOP will work with its affiliated cooperatives to carry
out the training program with farmers in coaing years.

The project began the third year of training in on-farm coffee wet milling practices.
‘the FDY plans to reach 5,000 farmers with this training program. Proper and timely
wet milling is the greatest problem affecting coffee quality in Honduras. The next
greatest problem is proper coffee drying. The project has developed training
materials in coffee wet milling and drying which it plans to use for the first time
this year. The training will be critical to help producers compete in world coffee
markets where prices have fallen more than 40% in the past year favoring buyers over
producers.

The proiact developed training materials and presentsd a course to reprisentatives
from t?. :YTOCOOP and AHPROCAFZ systens on the analysis aof agrw *sdustrial projects.
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This course was in response to the groving interest among strengthened cooperatives
to analyze new investment ventures.” The training’s purpose is to help cooperatives

respond prudently to new investment opportunities once they have completed the
managerial strengthening and financial restructuring processes.

The project has completely disbursed all credit funds. Working with the staff of the
FDF, an external consultant developed a revised accounting manual for the FDF for its
credit operations with cooperatives. A credit manual for use by those cooperatives
which give credit to members also is under development. The credit reflows continue
to provide important financing to small and medium farnmers.

Credit Union Systea

The financial stsbilization agresment continues to be manitored on a quarterly basis
using CAMEL derived indicators. FACACH is well on its way to another profitable
yea;. FACACH's improved image is demonstrated by the incrrasing deposits of member
credit unions.

The FDF created the Financial Services Unit in July. It now is staffed and nearing
completion of its annual work plan. The unit is fccussing efforts on the rapid
multip.ication of the project's impact on credit unions in three areas:

- continuing the administrative restructuring of credit unions.

~ getting financial stabilization agreements in place with 21 of the targeted 37
credit unions, and

~ development and use of over 40 training modules.

At the closc of the reporiing period, the FDP's Board of Directors had constituted
a steering committee to govern the USP. The committee is conposed of members drawn
from those credit unions that already have sntered into financial stabilization
agreemants with the FDF.

The pilot test of the selected credit union software package is now running live in
the first credit union and will be running live in a second credit union Ly October
15. The FDF Board, management, staff and wmanagers of participating credit unions
view this softvare very favorably. This process has highlighted the importance of
review and preparation of administrative practices and procedures prior to the
conversion to automated systems. The pilot test will be completed, fully documented
and agreements entered into with the software provider by the end of the year.

Participation of Women in the Proiect

Credit unions continue to provide an avenue for the advancement of capable women.
Management of credit unions seems to pass from one gender to thc other rather ecsily
and in both directions. The design of the follow-on project with agricultural
cooperatives focuses on underatanding the effects of ag cooperative {nvestments
and operations on gender considerations.

D. o] 3 H

The poor performance of the Manager of the Agricultural Unit, his dismissal, ond the
selection process for naming the new manager of the Agricultural Unit has delayed the
project’'s activities with the agricultural service cooperatives.

The completion of the non-federal audit was delayed due to other higher priorities
taking precedence.

The separation of the FDF from PACACH was delayed by the deliberations of the
Honduran Confederation of Cooperatives (CHC) on the chartering of the FDF. The
project still awaits the forwal decision by the CHC.

The pilot project for computing in credit unions has advanced, but has not yet
concluded. Full i=ple=sntation of the conversion to computing will take placze in&

ing semapter,

E. Mafor Ac%ivities or Coxrective Actionws During the Next Six Monthe:

1. Rarly in the uvpcoming period tha new Manager of the FDF will be named and in
place.

2. Oversee the deteiled design of procedures, staffing, and structure for IHDECOOP
as it carries out its restructuriny program as a fee-supported regulator of
cooperatives and credit unions similar to U.S. and Canadian models.

3. Complete thse non-federal audit of the S7OS project.

4. Organizationally s'emove the FDF from FACACH.

5.
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Maj

No.

Project Title:

Project Number:

Date of Authorization:
Date of Obligation:
PACD:

Implementing Agencies:

Project Manager:
Status of CPs/Covenanta:

Date of Last Evaluation:
of Non Federal Audits Planned:

Date of Last Audit: 00/00/00

BACKGROUND DATA

April 1, 1992 -

PROJECT STATUS REPORT
September 30, 1992

A.

Advisory Council For Human Resources Devslopment
(CADERH)

522-0257

original 07/26/84
original 07/25/84
original 07/25/87
Centro Asesor Pasra el Desarrollo de los

Anendment 07/16/87
Amendment  01/30/90
Amended to 12/31/93

Kecursos Kumanos de Honduras (CADERH)

or Contractors: N/A

N/A

08/15/89

Ned van fteenwyk

Next Evaluation: 08/30/93

Non Federal Audits Contracted/Completed: 0O

Next Non Federal Audit: 03/15/93

EINANCIAL DATA

Amount Authorized: DA grant: original i 975,000 amendad to$ 6.325,000
Amount Obligated: DA Ggrant: original 3 225,000 aemendsd to § 6,325,000
Amount Committed: Period: 0
Cumulative: 8 6,325,000
Accrued Expenditures: Period -~ Projected: -] 226,000
Period - Actual: S 310,317
Curulative: 9 4,962,835
Period - Next: 8 263,700
Counterpart
Contrikhution: Planned: ¢ 352,200
Actual: ] 998,900

X
X
x
L 4

LOP Elapsed:
of Total Auth. Oblig.:
of Total Oblig. Exp.:
of Total Auth. Exp.:

87%
100%
77%
77%

II.

ERQJECT PURPOSE

To create a technically and financially viable institution which will provide
mechanisms for responding to private sector training needs and priorities.

RELATIONSHIP TO MISSION STRATEGIC OBJECTIVES

The project relates directly to Strategic Objective

No. 2: Increase private investment, production and trade.

A. SPECIFIC LINKAGE TO S.0.:
B. PERCENT OF FUNDS RELATING TO S.0.:
II1. PROJECT DESCRIPTION

PROJECT STATUI

Develop certification
standards, trade certification
exams and coapetency based
instruction (CBI) materials
for a total of 14 trades.
Instructional strengthening of
15 vocational training
centers.

Provide industry specific
training with local and
international training
resources.

Establish vocational technical
instructional materials bank,
producing 55,000 CBI training
modules and 2,000 audio-visual
training units.

CADERH will be technically and
financially self-sustainable.

100%

The project has two basic components: curriculum development, trade certification
and support to vocationasl centers: and {n-plant training for export industries.

Erogress to Date
Certification standards, exaxs, and CBI
materials were developed for 31 trades.

16 centers have received assistance.

13 training programs have been executed
training 5,161 people.

Instructional materials bank

is established. Over 200,000 CBI
training modules and audio-visual
training units were produced and
distributed.

CADERH is technically

self-sufficient and «chieving financial
self-sustainability with incore
generating activities.

Maior outputs

Planped

Loe
CBT Units
pruduced 57,000
Centers Using
CB1 25
Centers Cons-
tructed and
equipped 15
Instructors
Certifiecd 100
85
15

Persons Trained

with skills

Upgrading 7.200
5.930
1,270

Persons Trained

and Employed with

Entry Level Skills 7.000
5,600
1,400

Next X of
Period _cCum. Period Period Cum. LOP

0 203,961 4,800 6,800
(4] 24 2 ]
4] 16 0 0
15 137 15 0
10 87 11 [+
5 50 4 ]

700
600
100
800

400

6.99% 80 350
6.705 64 280
344 16 70

8,281 400 1,718
3,798 320 541
4.483 80 1,177

Accomplished __

210,703 370%
22 88y
16 107%
117 117%
71 84 M
46 307x F

6,915
6,641
274

9,309
3,787
5,522

96%
1125 M
225 r

133%
68% M
394x F
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C. Other Accomplishments and Overall Status

The CABERH project providas assistance for two types of vocational training programs.
(1) CADERH's job entry level and skill upgrading training programs which are execut~d
by PVOs and municipal training centers reach soce of the least privileged sectors of
society. (2) Industry specific training which is normally executed on ar in-plant
basis to overcome critical constraints associated with a lack of a well trained labor
force for enhancing the competitivene=ss of Honduras in the region. Both types of
training are contributing to signicantly higher levele of employment and productizity
for less privileged sectors of society.

CADERH's amsistance to vocational training centers continues to meet or surpass its
major projected cutputs and consideration is being given to providing assistanze to
two additional centers which would increase the tctal numter of training centers
assisted to 18:; thereby surpassing the output goal by 33%.

Two new in-plant training programs were initiated during this reporting period as
planned, training 450 people: 410 machine operators: 20 plant supervisors and 20
instructors. An additional 914 people werc trained by CADERH's previously
established in-plant training programs. In-plant training programs have trained over
4,000 women (80X of in-plant trainees). Trainees are often single mothers and
virtually all trainees are from poor backgrounds who would have difficulties
obtaining gainful employment from other sources.

CADERH has implemented all of the recommendations from last year's Internal
Evaluation, including the revision of 40 trade and sub-trgcde certification exams.
While exams will continue to be revised as employers define new training priorities,
this final recommendation from last years Internal Zvaluation is now closed. The
project is implementing the recommendations from the FARS Financial Report which was
issued during the previous reporting period.

The PACD was extended through Decesber 31, 1993 as planned. The no-cost extension
will allow the project to introduce "Junior Achievemeit™ programs in the training
centers assisted by CADERH, strengthen the production capabilities of training
centers for financing the recurrent costs of vocational training, train an additional
3,000 people, strengthen the institution’s in-house capabilities for providing in-
plant training programs, and reduce the nation's dependency on expatriate training.

buring this roporting period the Interamerican Development Bank (IDB) and the 7J0H
isrued prelininary approval for & CADERH proposal which would provide up to
830,000,000 in IDB financing to strengthken and expand vocational-technical and post-
secondary training programs in Honduras. The project will provide loans to training
and educational institutions, loans to studentg to finance their training, and small
business development loans for the graduates of these prograr.. 1f final approval
is obtained from the IDB and GOH, USAID's initial investments in CALERH will leverage
increased investments in vocational and cechnical training by the IDB, GOH and
Honduran private sector.

D. Problems and Delays

CADERH and simf{lar training institutions in the ragion, which have rcceived financing
from USAID, were czlled into question during this reporting period by the U.S. press
with allegations that training was resulting in & loss of jobs in the U.S. and that
some companies benefiting from training were not respecting international labor
rights. USAID/Honduras believes both allegations are incorrect.

It hi -~ not been the policy of USAID/Hon uras or CADERH to encourage U.S. coapznies
to reuuce their operations in the U.S. and relocate i{in Honduras. The relocation of
some typss of industries is not a recent phenomenon but has bean proceeding over the
past several decades as apparel and other industries have been restructured to remain
competitive in the international market. USAID/Honduras does not believe that
companies which reduced their cperations in the U.8. and came to Honduras, chose to
leave the U.S. because of CADERH's in-plant training programs. Companies over the
past decades have made conscious decisions that _hey would have to relocate to remain
competitive, then considered different alternatives to relocate in various regions
of ;he world, and CADERH only provides training after the company is established in
Honduras.

It is alsn important to understand the historical realities of Central Axerica during
the 1980°'s which guided the design of the CADERH project. Central America was in
turmoil, very few people were considering investing in the region and leest of all

in the region and could not respond to in-plant training needs, and the overall human
resource base of the nation was poorly prepared to enter into regional and
international competition. Honduras could not compete in the region and the CADERH
project was designed to overcome these critical human rerource development
constraints.

The allegations that CADERH has been involved in the violation of international
workers’' rights or contributed to any actions of this natuvre is also inaccurate.
CADERK i® a unique institution in that the labor, private and public sectors worked
together to further the human resource developwent of the nation during one of
Honduras® most turbulent periods. CADERH's founding members and current Board of
pirectors include a former Minister of Labor (Liberal Party) and a labor leadar who
is recognized as one of the natici’s most powerful lgbor activist over the past 30
years. Any sctivi¢ies which would have been in viclation of workers®' rights or anti-
union in nature would have endangered the very basis of CADERH's existence and would
not have been &allowed to continue by CADERH's Board of Directors or USAID.

However, given the gravity of the allegations, USAID requested that CADERH suspend
all ncgotiations for new training programs. In addition, USAID has asked CADERH to
review all ongoing and planned in-plant training credit and promotion activities to
ensure that CADERH does not engage in any practice which could give the appearance
of contradicting USAID's commitment to internationally recognized workers' rights or
USA1ID's comaitment to ensure that job creation in Honduras is not at the expense of
employment in the United States. CADERH's in-plant training programs and activities
are currently being reviewed to assure that all activities and policies are in
accordance with USAID labor and trade investsent policies.

wWhile the implementatic.- of all nf the recommendations from the FARS Financial Review
was not conmpleted during this reporting period, FARS and the Project Office have
review d CADERH actions in this area and acceptable progrese is being made in
responding to each recommendation. The most significant delay has been in developing
a new accounting system with the assistance of a local accounting firm, a cystea
which {s more complicated than anticipated because of CADERH's range of income
generating and development activities. Income generating goals for this calendar
year were also revised downward based on current performance, which is lower than
anticipated because of the reorganization of the institution and overly optimistic

projections.

The overall prospects for the financial self-gustainability of CADERH, however, were
not affected by the lower-than-expected performance on their {ncome generating goals.
We continue to project that the institution will achieve financial self-
sustainability by the Decenber 31, 1993 PACD.

E. Major Activities or Corrective Actions During the Next Six
Months

1. Review CADERM's in-plant training policies to assure that all policics are
in accordance with USAID international labor and trade investment policies.

2. Contract a final, external evaluation of the project to be carried out in Pugust
1993.

3. Complete the implementation of recommendations from the FARS Financial Review.
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A. FIRANCIAL DATA

Amount Authorized: DA Loan: original $18,3500,000
DA/ESF Grant: original 8 4,000,000
Amount Obligated: DA Loan: original 8 2,500,000
DA/ESP Grant: original $ 1,000,000
Perfod: (1,248,531)
Cunulative: 816,427,521
Period - Projected: 8 537,000
Period - Actual: -] 620,000

1. BACKGROUND DATA

Project Title:
Project Number:

Date of Authorization:
Date of Obligation:
PACD:

Implementing Agencies:

Irrigation Developaent Project
522-0268

original 09/19/86
original 09/29/86
original 09/30/93
Directorate of Water Resources (DRH)
Ministry of Natural Resources (MNR)
Winrock International

04/13/89
03/15/91

Anendment

Amendment
Amount Comanitted:

Accrued Expenditures:

Major Contractors:
Project Managers:
Status of CPs/Covenants:

Rafael Rosario/Armando Busmail
CPs met

Cunulative:

Period - Next:

Counterpart

Contribution:

Planned:
Actual:

815,228,548
8 250,000

810,480,000
8 9,412,101

X LOP Elapsed: 86%
% of Total Auth. Oblig.: 85%
X of Total Oblig. Exp.: 80%
X of Total Auth. Exp.: 68%

Next Evaluation: 03/01/93
Next Audit: 11/15/92
NFAs Contracted/Completed: O

Date of Last Evaluatioa: 05/30/89
Date of Last Audit: 00/00/00
Planned No. of NFAs: 1

Accomplished

Planned
X of

MAJOR OQUTPUTS

11.  PROJEGT PURPOSE B.

To improve farmer productivity and production by providing irrigation technology and
on-farm technical assistance related to improved agricultural practices.

Next
LOoP Period _Cum. Perjod Peried Cum, [OP

Designs

No. of projects 270 25
Hectares 6450 940
Construction

No. of projects 150 24 119 47 31 126 ax
Hectares 5075 1090 4736 977.2 872.88 4518.9 89%x
Credit

No. of loans 271 33 158 10 4 129 48%
Amnts. approved (8) 15.04 5.7 23.2M 0.75M 2.2 19.7@ 13i1x
Red{scounts (8) 15.0M 208 0.56M 1.8M 18B.6M 124%
On-Farm Water Mgmt.
8ite Viuit & Demons. 2000 125 992 324 32 899 45%
Demonstrations Guides 28 0 28 [s] ] 28 100%
In-Country Training

Technicians 350 607 21 75 642 183%
Farmers 328 27 442 135%
Institutional Strength.

Water Law to Congress o ox
National Irrigation Plan 1 100%
Norms & Standards

1 100x
1 100x

29 238 88%

234 49
999.9 850 63652 99%

A. Specific Linkage to 8.0. No. 1: Increass Agricultural Production and Exports. 4
65.2

The project has contributed toward this stratecic objective by incorporating
4,518.9 hectares to irrigated agricultural production mainly for the export
market. The project contribution is measured in terms of increased access to
markets and factors of production.

B. Percent of LOP Funds relating to S.0. 100%

I111. PROJECT DESCRIFTION

The project is composed of four components: frrigation system) design and
construction; on-farm extension related to water management and improve( agriculturz’
practices: credit for production and {rrigation system const uction; wnd
institutional development directed at strengthening the capacity of Ho'.duran private
and public sector institutions to plan and implement irrigation actirities.

(Design)
{Construction)
Participant Training
Long-term
Short-term

Mr M_F
. 7 2 86% 100x
Brogqress to Date 51 11 85% 183%x

Doubling on-farm productivity. 1. 63X increase in on-fara productivity.

Minimum 15% increase in farm 2. 722% increase in farm income.
incone.
$,000-6,000 has. under

irrigation.

3. 4,518.9 hectares constructed.
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Cc. other Accomplishments and Overall Status

turing this reporting period, achievements tows:d meeting projected outputs include
the design of 29 irrigation systems for a total of 850 hectares and ths construction
of 31 irrigation systemz for 873 hectares. The strategy for privatizing the
project’'s irrigation design and construction component is succezsfully being
implemented. As planned, all irrigation design and construction activities are
actually being implemented by three private sector firms and individual =ontractors.
The private sector is positively responding to the increased demand for irrigation
design and construction services.

To date, 238 irrigation systems have been designed for 6,365 hectares and 126
irrigation projects constructed for a total of 4,518.88 hectares. Forty seven
additional d{rrigation projects totalling 977.2 hectares are zicheduled for
construction during the next semester.

Implementation of financial policy reforms in Honduras have resulted in increased
saving™ mobilization and liquidity in the private banking sector. The fact that only
4 projects of the 31 constructed during the perfod used project credit confirms that
private banks are financing irrigation projects with their own funds rather than
Central Bank rediscounts. Given this scenario, the project has been successful in
demonstrating to the private banks the safety and profitability of medium to long
term lending for on-farm irrigation investments.

Presently, loan approvals total $19.7 million dollars of which $18.6 million dollars
have been rediscounted by participating banks. This amcunt includes approximately
86.5 million of reflow funds.

Implementation of a training program for private sector {irrigation
design/construction firms and individual contractors beg this ter. This
effort consists of a series of in-country training events designed to upgrade the
capability of nascent private firms and individual contractors. The programs will end
in June, 1993 with irrigation specialized training in the United States. Project
beneficiaries,. inclu .iing the water user groups in the Comayagua irrigation districts.
centinue to participate in a series of demonstrations relating to sound on-farm water
management practices.

As anticipated in the last SAR, transfer of management of the Selguapa Irrigation
District (Comasyagua) to the Water Users Association (WUA) was finally effecte” in
early April. Assistance in the areas of management and irrigation technology w.:
continue to be providsd to the WUA to support this private initiative.
Rehabilitation of irrigation cenals in the districts is being financed with PL-480
local currency generated funds.

The technical assistence contract with Winrock International ended on June 30. A
major accomplishrent of the Winrock TA team was the design and implementation of the
privatization strategy for the project’s design and construction comsponents. Receipt
of a final report is pending.

The Project Director visited Chile during the first week of August to learn about the
legal and institutional framework for water rescurces managewent. This experience
provided final input for refining the draft Water Law, which shall be presented to
Congress during the next semester. The presentation of a draft Water Law to Congress
is a GOH covenant under the project. A summary of ite salient features will be
included in the next SAR.

D. Problems end Delays

The Financial Data Section shows a negative amount under dollars comsiitments for the
present period resulting from the de-commitment of approximately $1.3 million dollars
for project credit. This action is consistent with Mission decision to phase out
directed lines of credit by the end of CY92. No major problems and delays occurred
during the period.

E. Major Activitles or Corrective Actions During the Next Six Months

1. Coemplete construction of irrigation systema for approximately 800 hectares.

2. Continue implementation of training program for private firms and individual
contractors in verious topics of irrigation design and construction.

3. 1Initiation and completion of a Non-Federal Audit.
4. Final version of Water Law presented to Congress.

5. Contract technical assistance to execute the project's final evaluation.
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1. BACKGROUND DATA FIUANCIAL DATA
Project Title: Strategic Planning and Technical Support (SPATS) Amount Authorized: DA Grant: original

-]
Project Number: 522-0269 Amount Obligated: DA Grant: original 8
NDate of Authorization: original 08/01/8% Anendasent 05/30/88 Asount Committed: Period: S
Date of Obligation: original 08/23/85 Amendment 05/04/86 Cusulative: -]
PACD: original 07/31/88 Amendment 09/30/93 Accrued Expenditures: Period - Projected: S
Implementing Agencies: Ministries of Planning, Finance and Central Bank Period - Actual: S
Major Contractors: Various . Cunulative: S
AID Project Manager: Donald Soules, Jr. Period -~ Next: S
Training Coordinator: Counterpart

81

S

Status of CPs/Covenants: Met Contribution: Planned:
Actual:

114 000

.500,000
.90( 220

X LOP Elapsed:
Date of Last Evaluation: 00/00/00 Next Evaluation: 00/00/00 % of Total Auth. Oblig.:
Planned No. of Non Pederal Audits: 1 NFAs contracted/completed: 1 X of Total Oblig. Exp.:
Date of Last Audit: 05/08/87 Next Audit: 00/00/00 % of Total Auth. Exp.:

11. PROJECT PURPOSE B. Mafor Qutputs

To (1) enhance Honduran capabilities to identify priority development problems, and
to design approaches to address these problems in the context of the Jackson Plan, 10P
and (2) provide technical support services to priority development areas.

Strategic Planning Policy 10
Analysis and Feasibility

RELATIONSHIP TO MISSION STRATECIC OBJECTIVES studies completed

A. SPECIFIC LINKAGE TO S.0. The project is considered to ba "other" bacause it Technical Asaistance 321
supports the USAID progrsm as a whole and as such supports all strategic objectives. Support Contracted

(person months)
B. PERCENT OF LOP FUNDS RELATING TO 8.0.: 100%.

Training (persons) N _F

Long-Terms o 0

111. PROJECT DESCRIPTION Short-Term o o

This project has two components: (1) studies, assessments, and feasibility studies
to identify specific development interventions and enhance Honduran policy making
capabilities: «nd (2) technical support and assistance which lead to the revision and
analysis of policies, enhance ongoing development programs. and an acceleration of
the design and implementation of development efforts.

EROJECT STATUS
A. Planned EOPs Brogress to Date

OOH adopts policies and strategic Ten studies were completed. Macro-
plans in key policy areas identified economic studies are now funded under
in the Jackson Plan: financial Policy Analysis and lmplementation
stabilization; aconomic transformation: Project (522-~0325). Technical support
equitable distribution: and strengthening and assistance in implementing expanded
of democratic institutions. U.S. economic assistance continues.
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c. {o] shme

U.S. strategy toward Central America in the m1d-1980s called for acceleration of
financial stabilization, economic transformation, spreading the benefits of eccnomic
growth, and strengthening democratic institutions. To respond to this accelerated
program, the GOH and AID needed & vehicle to provide timely, reliable information
derived through sound analysis and personnel to manage expanded U.S. assistance. The
Strategic Planning and Technical Support (SPATS) project responds to these needs.

Under this projeact ten analytical studies were conducted in a wide variety of areas
including auditing, budgeting, municipal reform, efficient rice production, and an
environmental profiie. These studies provided an analytical base for the OOH and
private sector to formulate policy in key sectors or to improve its analytical base
for decision making. Technical assistance was given in areas ranging from analysis
of the 1988 census to agrarian reform.

wWith the initiation of the Policy Analysis and Implementation Project (522-0325) in
1987, agreement was reached with the GOH that project would fund most strategic
studies. In 1991, major sdjustments were made to shift uncommitted funds from the
studies component (which {8 no longer active) to the technical support component, and
agreement was reached with the GOH on this adjustment. This year short-term
technical assistance is being contracted with tiie Bureau of Census to assist with the
Honduran Agricultural Census and to strengthen GOH capabilities in analysis of
statistical data. As project activities wind down and are closed out, it is expected
the project will support just two technical specialists: one project design
specialist and one private sector project specialist.

Although this project was not designed to collect gender dissggregated data, women
benefit from the project. For example, the Bureau of Census is assisting the
government in desegregating gender information (as well as age groups, occupation,
geographic area, etc.) which will help the govarnment better formulate policies and
implement activities with women's concerns taken into account.

D. Problems and Delsys

Mission continues to pursue documentation from FM to close-out a major work order for
a Washington-based contract. We did succeed, however, in closing out PASA activity

with the Bureau of Census.

E. Major Activities or Corrective Actions During the Mext Six Months

Project officer will continue to close down and decommit completed activities.

September 30, 1992
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I. BACKGROUND_DATA A. NAN T,

Project Title: Primary Education Efficiency Amount Authorized: DA Loan:
Project Number: 522-0273 DA/ZSF Grant: original
Date of Authorization: original 98/07/86 Amendment 05/31/89 Amount Obligated: DA Loan: original
Date of Obligation: original 08/29/86 Anendment 07/00/92 DA/ESF Grant: original
PACD: original 07/30/94 Amount Committed: Period:

Implementing Agencies: Ministry of Education (MOE) Cumulative:

Major Contractors: Institute for Intermational Research (1IR) . Accrued Expenditures: Period - Projected:
Project Managers: Ned Van Steenwyk Period = Actuai:

Status of CPs/Covenants: Met Cumulative:
Period - Nexc:

original 8§ 5,500,000 amended
22,000,000 amended

3,000,000 eaended
55.450
17,494,329
985,000
1,037,291
15,669,949
1,500,000

8,651,000
5,367,115

Counterpart
Contribution: Planned:
Actual:

@e LLLLLLOVLLY

X LOP Elapsed: 77%

X of Total Auth. Oblig.: 88%
Date of Last Evaluation: 10/31/91 Next Evaluation: 06/30/94 X of Total Oblig. Exp.: 65%
No. of NFAs Planned: 1 No. of NFAs Contracted/Completed: 0O X of Total Auth. Exp.: 57%x
Date of Last Audit: 00/00/00 Next Rudit: 02/01/93

11. PROJECT PURPOSE Nalor Outputeg
——Plonned = __ BRccomplished

To improve the efficiency, quality and cost effectiveness of primary education in Next £ of
Honduras. LOP  Pperiod _Cum, Perjod Paried Cus. IQP

RELATIONSHIP TQ MISIION STRATECIC OBJECTIVES Books written 24 2 18 0 2 18 75%
Teacher Guides written 24 ] 10 (4] [+ 10 42%

A. SPECIFIC LINKAGE TO S.0.: The project relates directly to Strategic Objective No. Supervisors trained 181 254 1,841 200 220 1,807 998%

4 Healthier, Better Educated Hondurans through increased efficiency, quality and M 145 211 1,483 160 176 1.443 999%
36 43 358 40 44 359 997%

coverage of the primary education system. F
Teachers trained 6.300 107,704 16.000 23,000 124,404 426%

B. PERCENT OF LOP FUNDS RELATING TO S.0.: 100% M 1,575 28,926 4,000 6,000 33,351 457%
4,725 78,778 12,000 17,000 91,053 416X

| 4
I11. PROJECT DESCRIPTION Classroons built 40 536 40 21 517 115%

The project has 7 components: textbook writing, printing and distribution; in
service teacher training: education research: computerized management information
system (MIS): testing and evaluation: school construction (GOH financed); and

educational media.

iv. PROJECT STATUS
Planned EOPs Proarces_to Date

60% improvement in student Total aggregate improvement of 127X
achievement. (1991)

30% reduction in grade 13.7% reduction (1986-90).
repetizion rates.

10X reduction in dropout 15% reduction (1985-856 to 1990-91).
rates.

13% reduction in schoolyears 7.3% reduction in school years to
to produce 6th grade produce 6th grade graduates (1986~
graduates. 1991).

28X reduction in cost per 18X reduction in costs per student
student in grades 1-6. promoted (1991).




C. Qtl om e

The number of school years required to procduce a sixth grade graduate continues to
improve with a 7.3% reduction for 1986-91 as compared to & 6.5% reduction for 1986-
90. Even more significant is the 11% reduction in the number of years to produce a
fourth grade graduate which iz the level of schooling associated with achieving
literacy and numeracy. The 15% reduction in dropout rates has surpassed the original
End of Project Status (EOPS) by 50% and the project is proposing a new EOPS for a 20X
reduction in dropout rates over the life of the project. All EOPS have been reviewed
and adjusted in the light of current project accomplishments and recommendations fronm
the midterm evaluation., and are awaiting the final approval of thc Mission and MOE.

The 1993 project budget and Action Plan are being negotiated with the MOE. The
Harvard Institute completed the final report on the repetition and dropout study, and
the Mission has distributed the report to GCHY officials and educators. FARS
recommendations have been implemented and closed. The RPP for the new technical
assistance institutional contract was distributed and the Mission expects to have a
new contractor on board by early January 1993. More specific information on the
progress of each project component is provided below.

Textbooks: Textbooks and teacher guides for grades 1-3 were completed during
previous reporting perioda. The 4th grade Math and Spanish books were printed and
distributed this period. The 4th grade Natural Science and Social Studies textbooks
are currently being printed. Supplementary materials for first grade Spanish which
include flip charts, flash carda and workbooks were also printed and distributed this
period. The first sets of self instructional modules for the fifth and sixth grades
were completed. Contracting for printing the modules will begin early next period.

Teacher Training: Three teacher training modules weare developed and will be printed
and distributed next period. Basic learning competencies for grades 1-3 were
distributed to 23,200 teachers. The first stages of training in the use of the
learning competencies comnenced. Xine thousand teachers were trained {n the use of
first grade supplementary materials. A training module on participatory school

government was completed. The component is on track for this period.

Research: The Project contracted a local university to conduct a study on student
fajilure rates {in the Honduran primary education system. The component is currently
preparing three RFPs for contracting additional studies.

Information: Technical assistance was provided in regponse to recommendations from
the midterm evaluation. An implementation plan was developed and approved by both
the MOE and USAID. The contracting of local and expatriate technical assistance to

implement the plan {s underway.

Learning Objectives and Eveluation: Tha component cowpleted the revision of basic
learning objectives for grades 1-6 to include specific evaluation criteria for each
objective and provide "Minimum Learning Competencies” for each grade. The avaluation
criteria will also serve as the basis for developing criterion referenced tests.
Criterion referenced tests for the first 3jrade were completed during this reporting
period. Standardized norm referenced tests will be applied pricr to the end of this
school year in grades 1-6 throughout Honduras. Further technical sssistance is being
contracted to assist the Ministry in completing critericn referenced testing

instruments for grades 2-6,

: A Project Implementation Letter providing ESF funding for this
component was approved and issued. A regional school construction office in Southern
Honduras was established to execute contruction activities in the region. Twenty-one
additional classrooms were constructed and 10 classroome were repaired. Two hundred-
thirty women have been trasned and ere successfully constructing schools. The new
adobe classrooms being built by the project have been well received: the design
promotes increased community involvement in construction, utilizea local materials.
and has reduced construction costs by approximately 65% as compared o cement block
clasdoors. At the request of the ministry, a contractor has been chosen to design
and build a prototype adobe press machine which can be locally produced for
disseninating the project’s school construction technology to other entities involved
in school construction activities.

PROJECT STATUS REPORT
April 1, 1992 - September 30, 1992

A__ BX c
: Testing results continue to show nearly perfect gender
balances with no significant differences between genders in acadeaic achievement in
primary schools. As mentioned above, the school construction component has trained
230 women in the field of school construction. Follow-up will be given to determine
the subsequent effects on this.

D. Problens and Delays: The mort significant problems during this reporting period
were associated with contracting delays. 1t was anticipated that a new institutional
contractor would have been contracted during this reporting period but it appears
that the earliest possible starting date for the contractor will be January 1993.
Technical assistance was also to be contracted during this reporting period to assist
in completing criterion references tests and develop a computerized test bank, test
generator, grading and reporting system. However, the firm chosen to perform this
work will have to be sudited by the federal goverrment prior to contracting.

E. v, o v

Genersl:
1. Obtain formal approval of the Migsion's Evaluation Summary Report on the Project’'s
Midterm Evaluation.

2. Negotiate a project agreement amendment based on project accoaplishaents,
priorities and recommendations froam the aidtera evaluation.

3. Contract an institutional contractor for the research component and local
technical assistance.

4. Resume 1adio transmission for {nteractive radio learning in mathematics for grades
1-3.

Iextbooks:
1 Complete the printing and distribution of the fourth grade social studies and
natural science books.

2. Print and distribute the first sets of self-instructional sodules for grades 5-6.

3. Print and distribute basic learning competencies and evaluation criteria for
grades 1-6.

Teacher Training:

1. Continue to work in the organization of sdditional Teacher Learning Centers.

2. Provide training for the pilot schools in the use of the basic competencies for
grades 1 - 6.

3. Train teachers and supervisors in the use of new textbooks, modules and
supplenentary mpaterials.

Reasearch:
1. Contract three studies to be executed by local entities.

2. Contract the new institutional contractor for conducting up to 5 additional
educational studies.

apzgem H
1. obtain IRM approval to commence with the implementation of the MIS plan.

2. Contract local and ezpatriate technical assistance to execute the implementation
plan.

3. Procure hardware and software.
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Commence training of MIS staff at the Ministry of Education.

Evaluation:

Co
1.
2.
3.

Contract technical assistance for completing criterion referenced testing
instruments.

Contract technical assistance to develop the computerized test item bank, test
generator, grading and reporting systea.

Apply norm referenced tests for tracking isprovements in academic achievement in
grades 1-6, grade tests, and distxibute a report on testing results.

on <
Issue 1993 Project Implementation Letter for ESF funding.

Continue working with women in constructing adobe schools.

Develop a plan for disseminating the project's construction strategics and
technologies for reducing school crn=t=u~tion costs for other donors and entitias.
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A. FINANCIAL DATA
Anount Authorized: DA Orant: original § 4,000,000

I. BACKGROUND DATA
Project Title: Privatization of State-Owned Enterprises

Project Number: 522-0289

Date of Ruthorization: original 08/29/86

Date of Obligation: original 08/29/86 Amended to 08/28/87
PACD: original 09/30/89 Anended to 12/31/92
Implementing Agencies: Ministry of Finance and Privatization Commission
Major Contractors: N/A

Project Managers: Richard Whelden/Victor Pa:z

Status of CPs/Covenants: Met

Next Evaluation: 09/30/95
NFAs contracted/completed: O
Next Audit: 00/00/00

Date of Last Evaluation: 09/30/91
Non-Federal Audit Planned: None
Date of Last Audit: 00/00/00

Amount Obligated: DA Grant: original § 1,000,000 amended to$ 3,819,000

Anount Committed:

Accrued Expenditures:

Counterpart
Contribution:

X LOP Elapsed:

% of Total Auth. Oblig.:
X of Total Oblig. Exp.:

X of Total Auth. Exp.:

Period:
Cusulative:

Period - Projected:
Period - Actual:

Cumulative:

Period - Next:

Plannad:
Actual:

& (37.104)
$ 3,394,856
8 245,000
8 77.890
$ 3,327,917
$ 100,000

813,000,000
$ 4,119,600

96%
95%
87%
83x

II.  PROJEGT PURPOSE

To support GOH initiatives to plan and implement the privatization of state-owned
enterprises (SOEs).

A. i : This project contributes to the
achievement of Strategic Objective 2: Increased Private Investment, Production and
Trade. under which program output 2.2: calls for an accelerated privatization
process.

B. Percent of LOP funds relating to 8.0,: 100%

111. PROJECT DESCRIPTION

The project consists of two main activities: 1) technical assistance will be
provided to the National Development Corporation (CONADI) to plan and implement
privatization actions to include identification of investors: 2) support actions such
as severance pay, title searches, etc., will be provided to close the sale of a
state-owned enterprise. This latter slement is funded solely with ESF local

currency.

Iv. EROJECT STATUS
A. Plapned EOPs
1. Privatize 12 - 15 SOEs

Progress to Date

The project completed five privatizations
in the second semester of FY92, meeting the
the objective outlined for the period in
the previous Semi-Annual Report. This
makes a total of twenty-eight
privatizations to date.

B. Major Qutpute

Institutional framework

(analytical support

established)

Privatization support
components established

Training (persons)

Long Tera
Short Term
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c. other Accomplishments and Overgll Status

The changes in the composition of the CONADI Liquidation Board and the Valuation
Commnission that took place early this year as repcrted in the previous Semi-Annual
Report, gave momentum to the process in the first semester and have continued to
produce results. In the second semester of FY92, an additional five enterprises were
privatized.

Two enterprises of the National Investment Corporation (CONADI) were privatized:
Industria Nacional del Acero. a metal foundry was transferred to private hands for
Lempiras 12.0 million ($2.2), and Hotel Brisas del Lago, a small hotel on Lake Yojoa
was sold to a locsl invegtor for Lempiras 3.0 million (8555,000).

The Ministry of Natural Resources (MNR) privatized the Seed Industry. The MNR leased
with an option to purchase the entire operation to its employees and some local seed
growers, and has helped them establish their own company. The MNR is receiving
1L174.000 ($31.636) a year under the terme of the lease. The option to purchase the
seed operation., which is estimated to be worth Lempiras 800,000 ($145,000), is
expected to be exercised within one year.

Through technical assistance provided by the USAID financed Technical Working Greup
{TWG). the Minister of Health privatized the Ministry's printing shop and sold the
equipment to its workers, who used the severance pay for the down payment of the
equipment. Although in monetary terms this is a modest transaction, (around $31,000)
it is significant because it is the second transaction in the last two years in which
the workers purchase the operatfon, and has created a wide interest among the warkers
of other amall GOH entities to follow suit.

The Minister of Finance has successfully completed the privatization of Cementos de
Honduras (CEHSA}, the largest cement plant in the country, and the most important
privatization to have been carried out since the process atarted in 1986. The fixed
assets of CEHSA were sold for the Lempira equivalent of $70.9 wmillion. The new
owners are a group of local inveators headed by the BRNCATLAN group from Tegucigalpa
and the Rosenthal/Banco Continental group from San Pedro Sula. They paid the
equivalent of $14.5 million in cash, the balance to be paid over & 15 year period
with interest at the annual rate of 7X. The divestiture of CEHSA was fraught with
technical and legal problems since the beginning and only the GOH's strong commitment
to privatize this entity made it possible. Regrettably, an early attempt to
privetize CEHSA through direct negotiations with ANPAC, an American/Venezuelan group,
was bogged down in legal problems that precluded the sale to RMPAC and resulted in
$1.5 million lawsuit against the OGOH.

The sale of CEHSA was conducted by a negotiating team consisting of representatives
from the GOH, the private sector and labor. To ensure labor's support for this
transaction and future privatizations, the GOH negotiated with the buyers that the
400 workers be retained and that their labor contracts be honored. 1In add{tion, the
workers union received the equivalent of one aillion dollars worth of cement to
construct housing for the workers.

The proposed amendment to the Privatization Law submitted to Congress by the Minister
of Finance did not prosper and it is doubtful that it would be approved in a
political year. Although the amendment would have resolved many of the
administrative and bureaucratic problems that have slowed down the privatization
process, the changes in the CONADI Liquidation Board and the Valuation Commission
have proven effective in facilitating the process, as proven by the privatization of
ten enterprises this calendar year.

The privatization project has provided new employment opportunities to women. An
reported in the previous Semi-Annual Report, a survey taken early this year of 16 of
the conpanies privatired indicates that 45 percent of the 2,011 direct jobs created
have been filled by women.

The economic and financial impact of the project has been positive, having
contributed to a OOH portfolio reduction of an estimated $110.0 million: external
debt reduction of 829.3 million: new investment of $16.0 million: new exports of Si4
million a year. and the generation of 2,058 new direct jobs.

D. Problems and Delavs

There are no serious impleaentation problems or delays at this time. Actual
expenditures of the dollar component were only 24 percent of amount projected due to
cancellation of planned internaticnal TA for the TW. Actual expenditures in
counterpart funds to dste have been 84.1 million, or 30 percent of planned
expenditures. Reduced counterpart expenditures {s attributed to: (1) close control
of TWG expenditures, and (2) the $6.0 severance expense projected for the work force
of Cemrentos de Honduras was not incurred because severance due wvas negotiated in the
sales price of the enterprise. Counterpart expenditures will increase by
approximately $2.6 million next semester to fund the TWG and pay severance of two
other privatized enterprises.

E. [-) v (o w

1. Negoi.ate a 2.9 million Project Amendment to extend the scope of the project and
LOP for 3 more years.

2. Complete a minimum of five additional privatizations before the end of the next
reporting period.
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I. BACKGROUND DATA A. FINANCIAY. DATA

Project Title: Land Use and Productivity Enhanceaent Amount Authorigzed: DA Grent: original $36,000,000

Project Number: 522-0292
Date of Authorization: original 02/08/89 Amount Obligated: DA Grant: original S 4,000,000 amends) to $11.690,400
Date of Obligation: original 02/09/89 Amendment 03/19/91
PACD: original 02/08/97 Amount Comaitted: Period: 8 975.56%
Implementing Agencies: Ministry of Natural Resources (MNR) Cumulative: 7,867,054
Major Contractors: Associates in Rural Development (ARD) Accrued Expenditures: Period - Projected: 1,082,000
Project Managers: John Jordan/Peter Hearne Period - Actual: 1,038,995

6,603,124

1

Status of CPs/Covenants: Met Cunulative:
Pcriod - Next: .,214,000

Counterpart
Contribution: Planned: 28,000,000 (S14,000,000)
Date of Last Evaluation: 00/00/00 Next Evaluation: 01/15/93 Actual: L 5,849,956 (8 2.924.978)

Planned No. of Non Federal Audits: 3 KFAs completed: 1 ;
Date of Last Audit: 03/15/92 Next Audit: 01/15/95 X LOP Elapsec. 46%
% of Total Auth. Oblig.: 32%

X of Total Oblig. Exp.: 56%
% of Total Auth. Exp.: 18%

Ii.  PROJECT PURPOSE Elanned ZOPg Brogress to Date

The Profect's purpose is to ieprove hillside agriculturel production and productivity Beneficiary families will enjoy improved Monitoring of anthropometric

on « sustainable basis, including the management and effective protection of Honduran diets and experience declines in malnutri- meagurements among beneficiary

ratural resources on which production depends. tion levels, per Min. Health anthropometric fanilies is being coordinated
measurements for children under five years. with the Ministry of Health,

BELATIONSHIP TO MISJION STRATECLC OBJECTIVES

SPECIFIC LINKAGE TO 8.0.: The Project contributes directly to the achievement Maior Outputs
of Mission S.0. 3: Improved management--toward long-term sustainability--of Planned — Accogplished

selected natural resources. Next % of
IOP Period _Cum. Period Period Cus., LOP

Percent of LOP funds related to 8.0.: 100X
~am. with 30% incr. 37.500 2,217 8,494 89 1,845 8,122 228 M
IXI. PRQJECT DESCRIPTION in grain production 12,500 71 661 8 164 754 6x r
Hillsida land w/Impr. 1,774 8,036 416 1,600 7,862 21x M

50,000 hillside farm families will receive direct benefits through activizies in management (Ha.) 54 376 12 27 349 xr
Multi-use trees 480 1.1653 36 192 865 19x M

sustained production enhancement, including improved cropping systeas (improved

cultivation technelogies, soil conservation, and agroforestry) and improved animal planted (X 1000) 44 1 6 k) 2% r

systems (forage production, animal containment, range sanagement, and silvopastoral Home and school - - - - - - M
1,263 2,797 30 1,210 2,742 SSx P

systems): and the project will finance post-harvest interventions, including basic gardens establighed
Fem. with crop 281 752 35 274 745 IxM
o

diversification 36 111 60 135 11x r
IV. PROJECT STATUS Fam. with improved . - - - - - - M
sm. animal husb. 950 2,753 481 1,172 2,975 60% P

A. Planned FOPg Progrems to Date Land under silvo- 266 523 59 173 430 43x M
pastoral tech. (ha.) - - - - - - F
- - - "

1. Five major watersheds better Project working 4in ell five of the Fam. processing - - -
protected. watersheds. fruits/vegetsblas 129 231 8 17 119 ar
Storage capacity 150 1,029 502 72 951 S1x M
2. 50,000 hillside fars fanilics 8,876 hillside farn families have adopted for grains (mt) 0 o] ] (4] ox r
with increased productivity and sustainable cultivation practicss. 10.Training (parsons) ° ° 11 sEx M

sustainabla cultivation Long~term
practices. (UsS/Honduras) [+] [+] 2 50%r

3. 15,000 non-beneficiary £ Approxinately 2,000 non-beneficiaries Short-term 3 J.Zg g_i’: "
r

fanilies adopting one or more adopting no-burning technologies. {(US/Regional)
LUPE promulgated activities.

grain storage, fruit and vegetable processing, and marketing of products.

4. Benafi iury farmers enjoying Farmer demonstration plots reporting

30x% average increase in basic 100-400X maize yield increases. Data not

grain yields. yet available for the remaining majority of
beneficiary farmers.
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C. other Accorplishments and Overall Status

LUPE 4s basically an extension project with dual objectives of increasing
productivity snd sustainable environmental/natural resources sanagement. The
project’'s technology transfer approach is designed to reach 50,000 hillside farm
families with improved environmentally sound and sustainable land use techniques.

Many of the project field activities as measured by the major outputs are proceeding
on schedule, with seven categories having reached or surpassed 50% of LOP targets.
Female outputs for non-WID specific activities (outputs # 1, 2, 3, 5, and 9) are
considerably low. due mainly to the inaccurate PP projection of 25% women-headed
households among LUPE beneficiaries. The notable activity during the period was the
establishment of home and school veretable gardens, which increased by 24% of LOP
target, as women beneficiaries adopted this technology to supplement family income.
Improved small animal husbandry also increased significantly during the periocd. The
project internal evaluation and planning unit will be wmodifying this output
indicetor, and that of basic grain storage, as of Oct. 1, 1992, to require the
adoption of at least two distinct technical practices before being reported.
Pinally, effortz are underway during this harvest period to intensively promote
improved basic grain storage among the beneficiary women-heeded households.

The updated computerized listing of all participating fara families has been further
perfected by the planning unit. 1In eddition, the evaluation process has becose much
more analytical as reflected in the LUPE's report of the first semester CY92 and the
regional quarterly evaluation meatings. Sustainuble low-~cost hillside agricultural
technologies, including the planting of the natural and non-toxic peaticide Neem,
continue to be taught to participating farm families.

As a result of MNR and USAID concerns for project consolidation, the project's
geographic coverage was reduced from 50 to 44 extension agencies (field officea) for
the remainder of the LOP. Survoy findings of the project's geographical arsa have
revealed that the estimated number of potential beneficiary farm families is 27,000,
and the approximate percentage of women-headed households is 8%. This first figure
reflects the recent reduction in the project's geographic coverage, and also
reprcsents an updating of the PP's original overestimate of the tergat population.

A case study on management of natural resources related to gender, funded by the
AlD/W ECOGEN Project, was carried out in the area of a LUPE extension agency in the
southern region, and the preliminary results were presented to LUPE staff.

The project’'s adsinistration and management improved dramatically during the period.
Under the supervision of the MNR's Vice Minister, LUPE was managed during the first
three months of the period by two ARD advisors and the project planning chief. The
six-month rehabilitation plan was successfully implesented and all but one of the 21
FARS recommendations were clossd. The remaining recommendation is completed but not
closed. Four new members of the project management team, wvhich are the executive
director, sub-director for operations, adninistrative officer, and the newly
established “"financial officer”, were selected and took office. A long-term
administrative advisor position for ARDN waas established and the incumbent short-term
advisor selected for the position. In addition., ARD also continued to offer
adeinistrative support through nearly 34 person months of short-term TA. Sound
administrative procedures in all the areas previocusly identified as deficient have
been successfully established, with the exception of the financial accounting, whose
total mechanization has required more effort than originelly envisioned. The
auditing firm Price Waterhousa released their iinal report, which inciuded 14
recommendations. However, the final NFA report included only 3 of thes. the Mission
is giving priority to the closure of these recoamendations.

The project's revolving fund was increassd on a permanent basis from. 12,000,000 to
13,000,000, based on the findings of an in-depth cash flow analysis. The internal
revolving fund for L100,C90 was also made available, under the counteraignatures of
the LUPE Director and Financial Officer, and is being used for local expenditures.
Project employeas received a cost of living salary adjustment (approximately 1%%)
previously approved by the MNR to counteract the high attrition rate of technical

staff. In addition, many project technicians were given promotions to a higher level
position during an efficient and objective selection process. The project’'s leased
central office space in Tegucigalpa was lost to another OOH entity, but new
facilities were found and the offices will be moved during the months of October and
November. This move will afford the project more space and easfer movilization of
vehicles. It was also decided that the Mission will not procure a new lot of vehicle
spare parts., but rather the project will directly purchase parts on a case by case
basis.

D. Problems and Delavs

1. The project's external mid-term evaluation was postponed till January of 1993 to
avoid a scheduling conflict with the Christmas ssason.

2. The final subsription of a cooperative agreement with an umbrella NGO for the
provision of part-time para-technicians was delayed in the Mission clearance process.

3. Due to delays in ROCAP's contracting process, a decision was made to gseek TA and
training in integrated pest managemsent (IPM) through ARD, rather than through a buy-
in to the RENARM project.

E. Major Activities or Corrective Actions During the Next Six tonths

1. The external mid-term evaluation of the project will be conducted, starting in
January of 1993,

2. The remaining recommendation from the financisl review and the NFA
recomaendations will be closed.

3. The project’'s central office will be moved to the new location.

4. Project LOP ocutput targets will be modified, based on the results of the fara
family survey.

5. The Project Agreement will be amended, as necessary. following the results of the
nid-term evaluation.




I.  BACKGROUND DATA

Project Title:

Project Number:

Date of Authorization:
L~te of Obligation:
P1CD:

Implementing Agencies:

Major Contractors:

Project Manajer:
Status of CPs/Covenants:

Date of Last Evaluation:
Planned Number NFAs:
Date of Last Audit:

PROJECT STATUS REPORT

April 1, 1992 - September 30. 1992

Strengthening Lemocratic Institutions (SDI)

522-0298
original 08/10/87 Amendment 9/29/92
Amendment 9/29/92

original 08/12/87
original 08/31/91 Amended to 08/31/95

Supreme Court of Justice of Honduras

Honduran National Congress

National Electiors Tribunal (TNE)

Georgetown University (GY)

Dual & Associates

American Institute for Free Labor

Development (AIFLD)

Karen Otto

Initial project and interim disburgement CPs met.

10/04/90

Next Evaluation: 06/30/95
1 (/]
00/00/00

No. KFAs Contracted/Completed:
Next Audit: 1/01/94

A.

FINANCIAL DATA

Amount Authorized:

Amount Obligated:

Amount Committed:

Accrued Expenditures:

Counterpart
Contribution:

%X LOP Elapsed:

% of Total Auth. Oblig.:
% of Total Oblig. Exp.:
% of Total Auth. Exp.:

DA/ESF Grant: original $ 7,500,000 amended to $21,300,000
DA/ESP Grant: original $ 3,400,000 amended to $19,300,000

8 (305.400)
Cumulative: 814,117,000
Period ~ Projected: s 605,000
Period - Actual: $ 1,359,000
Cumulative: 813,028,934
Period - Next: $ 2,000,000

$ 5,531,000
$ 7.253.991

Period:

Planned:
Actual:

62%
91%
68%
61%

1I. PROJECT PURPOSE

To improve the capability of key democratic institutions (Judiciary. Congress, and
National Elections Tribunal/National Registry). and increase the knowledge and
participation of the Honduran population in the democratic process.

RELATIONSHIP TO MISSION RATEGIC OBJE VES

A. SPECIFIC LINKAGE TO §.0.: More responsive selected democratic institutions
and processeg with greater citizen participation. Project supports activities which
will result in increased public confidence in the judicial syster and sustained
public belief that elections are fair, open, and free. The project will rasult in
better qualified. more ethical, and efficient judges., zttorneys, and adminisirators:
an institutionalirzed framework for ongoing reforms in the judicial system: and a
greater number of Hondurans trained in demc~ratic values.

B.

4.

Major Outputs

Mor~ accurate electoral

Accomplished

Period Cum.

Planned
LOP Period

Next
Cum, Period

X X X X

X
registry and voting systema

Greater information usage x X X X
in develop:ng laws and more

efficient tracking

Better qualified and more

ethical and efficient

judicial personnel

Framework institutionelized
for on-going legal and
administrative reforms in

judicial system

X

B. PERCENT OF LOP FUNDS RELATING TO S.0.: 100%.
5. Training (Persona) ME
5

Long-term
Short-term (000s)

ME ME
00 60% 0%

1
I1X. PROJECT DESCRIPTION 88 37 .9 .4 55% 57%
The project aims to strengthen democracy in Honduras by: a) making the court system
more efficient and court officials more competent and independent; b) improving the
analytical capability and efficiency of the Congress: c) increasing the r~xiiability
of electoral rolls and supporting the 1989 and 1993 election processes; and @)

educating Labor and Civic Leaders.

Iv. PROJECT STATUS

A. Planned EOPs

70% of public believes 1993
elections are free, fair and
open.

Proqress to Date

Indicator will be measured via
public opinion polls following
1993 National Elections.

Indicator will be measured
period?cally through the life of
project. Baseline data has been
established.

Increaged public confidence
in judicial system.

Evaluations will take place after

Pagsage of clear,
the CIEL is established.

consistent and superseding
laws.
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C. Accomplishments and Overall Status

Since its inception in 1937, the project has been successful in the following ways:
(1) facilitating the implementation of the Judicial Career Lew to provide for a
stable, judicial career service: (2) establishment of a public defender program to
protect the legal rights of the poor: (3) establishment of a public prosecutor's
program to provide for active prosecution and expeditious handling of cases: (4)
establishment of justice-of-the-peace program to replace ungualified first line
judges with law school graduates: (5) reorganization and computerization of
administrative processes in the Court and Executive Committee of Congress; {6)
fostering of closer coordination between and court and police; (7) facilitation of
free, fair, and open eloctions in 1989; and (8) equipping of labor uninns with the
tools to understand the major macroeconomic adjustments in process.

buring this pericd, a 3-year $5.3 million amendment was developed, authorized and
obligated. This amendment focuses on the AOJ Component in which considerable succass
has been achieved, with a major emphasis on anti-corruption activities. Limited
support will be provided to the TNE for commodities, training of poll workers, and
international observers for the 1993 elections under the Electoral Assistance
Component. Training of labor leeders, basic civic education, and support to private
groups to monitor government conduct and advocate for the public interest, are
activities planned under the Democratic Leadership Component. No new activities will
be initisted under the Legislative Enhancement Component because of tie unjustifiable
delays in the implementation of this component by the Congress. A no-coat extension
with the principal contractor, Georgetown University (GU), was negotiated until
December 15, 1992 to fulfill the USAID commitment to support the Center for
Information and legislative Studies (CIEL) until it is operational.

Two Gallup polls vere conducted to gather baseline information to measure the
progress of the project. The first focused on tue Administration of Justice
Component with some questions related to the TNE/RNF and Democratic Leadership
Components. The second very recent poll focused primarily on the Legislative
Enhancement Component.

Judiciary

With USAID assistance, the Court was successful in its efforts to obtiin additional
budget funda which will enable the Court to meet the GOH's commitment to assume
financial responsihbilities for activities implemented in Phase 1 and, consequently,
consolidate the gains mads in the judicial sector.

A complete and integrated accounting system was procured and installed in the Court,
the only one of its kind in Central America. Manuals. procedures, and regulations
for all administrative areas were completed and submitted to the Supreme Court for
approval. Training in relevant aspects of the system was extended to 575 judges and
key administrative personnel. In addition, 26 staff members of the Court received
intensive on-the-job training in office automation, including functioning and
computerization of the new MUNIS system.

The remaining technical instruments necessary for the full application of the
Judicial Career were developed. Recruitment and selection procedures and performance
evaluations were added to the job classification and salary scales developed during
the last reporting period. These instrumente are in various stages of approval
within the Court. The start of new activities under the Amendment has been
conditioned on the approval of all Manuals by the Court.

The Court computer network was installed during this period and the Jurisprudence
pilot project, enabling judges to access court decisions on similar kinds of cases,
was completed. Additionally. three impact evaluations of the justice-of-the-peace,
public defender, and public prosecutor programs were conducted, as well as
assessments of the Ministry of Government, municipal judges, National Judicial Reform
Commission, and the Attorney General's Office.

The project financed the development of a reference manual for Judges of the Courts
of First Instance {(Jueces de Letras), and a trip of the Court architect to Costa Rica
for a consultation regarding the construction of a medical forensic laboratory in San
Pedro Sula. USAID., through ICITAP, has been working with the Court in the
development of building pleans and equipment needs for this facility.

Cangress

Technical assistance continues tc be provided for the CI1IEL. One Brazilian consultant
apent two weeks in Honduras to providea the Director with a general orientation
regarding the nature and functioning of auch a Center. Key Honduran CIEL staff and
technicians traveled to Brazil to look at the equivalent Center there, successfully
bringing into focus the technical and organitational requirements facing the Honduran
CI1EL program. The Director of the CIEL also travelled to Washington to receive
oriantation at the US Library of Congress on the various aspects of a Legislative
Center.

Procurement of the Mainframe for the CIEL was delayed during this period because of
lengthy negotiations with IBM. As a result, the automated bill-tracking system in
the General Secretariat of the Congress could not be implemented during this period
as planned. Office automation training for the Executive Secretariat was completed
with a course on Ventura Publishing. Work related to the devejopment and
computerization of the administrative and accounting systems in the Paymaster and
Budget Office began in September. )

In anticipation of the 1993 elections, an election expert from Puerto Rico developed
specifications for election commodities to be purchased. The Mission has decided not
to attempt to institutionalize the srocurement process for the elections and civil
registry commcdities because of the highly political nature of the TNE/RNP. USAID
began direct procurement of computer equipment, a large UPS and various chemicals and
film for microfilming in support of the updating and computerization of the civilian
registration lists.

Democratic Leadership

A grant with AIFLD was extended through August 31, 1992 and will be further amended
to October 1993. AIFLD has continued to carry out cours®s on basic economic
principies and, with the upcoming elections, they will be adding civic education
seminars that inform labor groups on aspects of voter education, origin and
development of political parties, as well as the role labor plays in a democracy.

A purchase order for services was negotiated with the Educational Development Center
(EDC) to procure the first in a series of interactive radio production services to
be used as a self-instruction module in civic education for the adult basic education
program.

D. Problems and Delays

This is a "C” project because of its sensitive nature. Implementation problems often
require the attention of Senior Management to resolve. There have been significant
delays in the Congressional component, principally related to the failure of the
Congress to fulfill its commitments in a timely fashlon.

The Judicia-y

1. Pull implementation of the Judicial Career Law had not been effected because the
head of the Judicial Career Council (the grievance board) does not sppear interested
in pursuing the goals of the Council. The Council only met occasionally to review
personnel actions that are being appesled. In addition, there is conflict of
interest in that two Council members are Magistrates who, as part of the plenunm,
also decide on the personnel action being appealed. The President of the Court is
considering alternatives to resolve this conflict.

2. The technical evaluation of contract proposals for the Supreme Court network was
delayed because it was necessary to include a technical team expert because of a
recently developed back up technique called "mirroring”. Nonetheless, all equipment
in the Court's computer network that was installed was certified: howevar, some
equipment had not yet arrived because of an unjustifiable nine-week delay by the
supplier in delivering the equipment.
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3. The implementation of the MUNIS software in the Court to effect administrative
reforms was delayed. The time necessary for adaptations of the software to the
Honduran system was significantly underestimated. Additionally, lack of data and
personnel te devote to obtaining this data., as well as the limited absorptive
capacity of Court staff to learn a new manual system, computeriration of thie cystenm,
an3 perform thair daily administrative duties all at the same time. slowed down the
MINLS implementation.

Congress

1. The renovations of the building which will house the CIEL are considerably behind
schedule due to a combination of cumbersome disbursement procedures (which have since
been streamlined) and architect/construction delays. While it was thought that
renovations would be completed by July 15, it is unlikely that the second floor of
the CIEL (which will house the computers) will be ready before November 15 and the
rest of the building before early December.

Z. The CIEL Information System Managsr had to be replaced due to illness. Thus, the
expense incurred on his training in the Brazilian systex are lost to the project.
The replacement was firally selected three months after his predecessor’'s aeparation;
however, his contract still remains to be signed.

3. The Director has beeir slow to hire the rest of the CIEL ataff, thus delaying
their training until November. There is no space for either personnel., equipment,
or furniture. Other key staff will be selected by the beginning of November.

4. The development and computerization of administrative and accounting systems in
the Paymaster/Budget Office has not taken place due to the delay of the Congress in
authorizing this activity. The diagnostic report on the Paymaster/Budget Office, on
what needed to be done, was sent to the Cocngress in November 1991: however, it was
not until July 1992 that authorization was received by the Congress in spite of
frequent requests from USAID and GU requesting this authorization.

S. The Mainframe of the CIEL was expected to have been delivered and installed
during this period. However. lengthy negotiations by GU with 1BM precluded this.
Likewise, the automated bill tracking system could not be implemented without the
Mainframe.

TRE

The procurement process in support of updating the civil registry was delayed until
the TNE/RNP closed all pending FARS recommendations which was accomplished during
this period.

Other

The net amount committed during this period reflects a negative figure. This is due
to the decrease of funds under the institutional contract from $9,515M to $9.034M.
This decrease reflects the decision that USAID, rather than the contractor, will
procure commodities for the TNE and Congress.

Accrued expenditures during this period were nearly double the amount projected.
Expenditures after the PACD, particularly related to USAID personnel, and severance
pay of one employee was not included in the projected amount. Additionally., USAID
procured commodities which were originally fncluded in the institutional contract.

GCender Considerations in Development (OCID):

A study identifying obstaci~- to female participation in the judicial, legislative,
and electoral processes was planned for this period but di{d not take place because
the firm selected by USAID did not provide a final proposed plan. However, the
gender-segregated data provided by the CID gallup polls and the results of the AOJ

assessments and evaluations provide us with excellent data. Should the need arise
for further in-depth study, the SDI project will contract a firm to carry out such
an activity.

E. Major Actjvitjes or Corrective Actjons During the FNext Six Months
General

1. Amendments to Memorandums of Understanding with Court. Congress, and TKE.
The Judiciary

1. Court approval of all MUNIS and personnel Manuals.

2. Awarding of contract to provide technical assistance to the Inspector General's
Office for a period of one year.

3. Awarding of grant to the Inter-American Bar Foundation for continuing education
for bar members.

4. Awurding of contract to CSLA for expansion of jurisprudence activities.

Congr2es
1. Hiring remainder of CIEL staff and training of all staff.

2., Procurement and delivery of CIEL furniture.
3. Delivery and installation of Mainframe for CIEL.

4. Develcprent of four informatiou:i systems in CIEL: Legal Information. Floor
Debate, Bill Tracking. and Bibliographic Information.

5. Development and computerization of administrative and accounting system in
Paymaster end Budget Office.

™E

1. Initiation of procurement process for election commodities ard pollworkers.

Democratic Leadership

1. Amendmant of AIFLD Grant Agreement through October 1993.

2. Execution of a buy-in to centrally funded education project for additional
services to develop a civic education component of the GOH Adult Education

curriculum.

Identification of indigenous advocacy groups to work with democratic leadership
issues and AOJ.




FROJECT STATUS REPORT

April 01, 1992 - September 30, 1992

1. BACKGROUND DATA

Project Title:
Project Number:

Shelter Sector Program 1I

522-HG-008, 522-0324

Date of Authorization: original 12/30/86

Date of Obligation: original 09/09/27 Amendeent 11/02/89

PACD: original 07/31/%0 Amended to 06/30/93

Implementing Agencies: National Housing Fund (FOVI) and Municipal Governments
of Honduras

Major Contractors: N/A

Project Managers: Carlos M. Flores

Status of CPs/Covenants: Met

Next Evaluation: 06/30/93
NFAS Contracted/Completed: n/a
Next Audit: 00/00/00

Date of Last Evaluation:
Planned No. of NFAS:
Date of Last Audit:

04/30/50
o
00/00/00

A. EINANCIAL DATA
Amount Authorized:
Amount Obligated:
Amount Committed:

Accrued Expenditures:

Counterpart
contribution:

X LOP Elapsed:

X of Total Auth. Oblig.:
X of Total Oblig. Exp.:
X of Total Auth. Exp.:

HO Loan: original
DA Grant: originsl
HG Loan: original
DA Grant: original
Period:

Cunulative:

Period - Projectcl:
Period - Actual:
Cumulative:

Period - Mext:

Planned:
Actual:

50,000
22,665,426 (HG) 31,362,712 (G)
60,000 (G)

8,033,000 i{HG)
5,455,385

(HG) 878 (0)
(HG) 100x (G)
(HG) 84x (G)
(Ho) 84x (G)

11. PROJECT PURPOSE

To improve the institutional capacity of the private ssctor and municipal governments
and to enhance the availability of housing and infrastructure services for low incoge
families.

RELATIONSHIP TO MISSION STRATECIC OPJECTIVES:

A. SPECIFIC LINKAGE TO STRATFEGIC OBJECTIVES: Although this project does not directly
contribute to any strategic objective, it supports Strategic Objective No.4:
Healthier and Better Educated Hondurans and Progra= output No.4.4 of reducing the
incidence of selected diseases by providing access to sanitation and safe water

systens.

B. PERCENT OF LOP FUNDS RELATING TO STRATEGIC OBJECTIVES: OX
11I. PROJECT DESCRIPTION

The project is comsposed of three major elements: long-term financing of new chelter
construction and home improvements for low-income families channeled through the
National Housing Fund (FOVI) with the increased participation of the private sector:;
long-tern financing for urban upgrading (water, sewerage and atreet pavezent)
services for low-income fanilies through municipalities, thus enhancing municipal
capability to provide, operate, msintain and recover the investment cost of such
services: and resources for technical assistance to municipalities. support of long-
tern adviccors, and needed analytical work.

PROJECT STATU3

Major outputs

Infrastructure
Coverage (Families)

Home Improvement
Loans (%)

New Mortgage Loans
Persons

Tralning X%
Long-tern
Short-term

_Planned

_Accomplished

Next % of
10F Paricod _Cum., Period Period Cus. IOP

21.887

1,500 26,000 1,200

1,770 24,800 113%

0o 0
0 2,605

ME MEF

ME
00 00 N/A
00 10512 N/A

Planned ZOPs

Erogress to Date

Private gector & finance Participation of the private cactor in NOTE (*) Tha schievement of the output has been discontinued because of the lack
of interest by the privato sector.

entities participating in
housing production.

Participating institutions
improved their efficiency and
are recovering investment
costs.

A functional system ig in
place for private sector
finance participation.

An iastitutional and
financial wmechanisa s in
plsce for cost recovery of
upgrading activities in urban
municipalities.

the provision of specific shelter and
service improvement has been achieved.
The private, in particular the non
profit sector, has made soze advances
in the developaent of shelter solutions
for low-income families.
Shelter component is finished.
Financial institutions are recovering
costs.

POVI has instituted & delivery system
but is not able to mobilize resources
to sustain itself. It has discounted
mortgages/loans from NOOS serving low
income families.

Municipalities are applying cost
recovary systeas with different levels
of success.




PROJECT STATUS REPORT

April 01, 1992 - September 30, 1992 a.x B c

B. ] hme

The Urban Poor 11 Housing Guaranty Loan and the cosplementary Shelter Sector Program
I1 Grant address the need for housing and basic-urban infrastructure services
affordable by low-income families in Honduras. Minimum shelter, potable water and
sanitary sewerage systems, local roadway paving, credit for home improveaents. and
security of land tenure are examples of the issues addressed by this project. Total
resources of $42.5 million were allocated to this program. $22.5 million for shelter
construction and $20 million for urban upgrading.

The Municipality of Tela completed a US$261,460 sewerage project in July, 1992.
However, an increment of Lps.492.631.04 to the loan for the Sewerage Project for the
city of Tela was approved to acquire and install a series of sewerage pumps. The
{natallation of theae sewerage pumps will complete the sewerage system for the north-
eastern sector of the city. The effluent from this sector, which is curreatly being
discharged directly to the ocean, will be emptied through the recently completed
severage system to the oxidation lagoons. The completion of this sewerage project
means that 37 urban upgrading projects out of a total of 39 have been completed.

The Municipality of Choluteca commenced its sewerage project in July 1992.

One of the four sub-projects under the urban development Program, FOVIPO, was
completed in July 1992, placing 2213 lots in the market. FOVIPO is a sectoral urban
market model in San Pedro Sula involving a partnership between the municipal
government, a local financial institution, and private landowners. The Municipality,
together with the financial institution, provides resources to create a fund to
finance urbanized lots purchased Ly low-income families. The landowners finances the
price of the land.

A sewerage project proposed for the western sector of the city of a Ceiba was
declared eligible for financing in tne amount of Lps.3.245 million.

Under 522-0324, technical aasistance was contracted for the cities of La Ceiba and
Comayagua to structure respectively, a tariff system and cost recovery unit to
recover past HG financed projects and any other infrastructure projects that will be
constructed in the future.

C. Problemg and Delavs
Urban Development:

1. The technical assistance to structure a project cost recovering unit in
Comayagua‘'s municipality was not completed during the reporting period due to
delays in the contracting process for a consultant.

2. The developers of a second sub-project under FOVIPO have been unable to complete
it on schedule, due to drainage problems caused by the construction of an
adjacent housing project.

D. v
1. Urban upgrading:

Complete the installation of the sewerage pumps for the city of Tela. The
liquidation process of the totsl funds loaned to the city of Tela to construct
the sewerage project will be completed.

Award the construction contract for the sewerage project in La Ceiba and start
the construction activities.

Complete the oxidation lagoons and the installation of the internal network in
Sector I of the Choluteca Sewerage Project.

2. Urban development:
rinalize technical assistance for the city of Comayagua to structure a cost

recovery unit and start the sctivities oriented to recover past HG financed
sewverage project. Implement the new tariff system di iigned for the Municipality

- - — vence

of La Ceiba to recover HG-finar.ced mroject :~r.

Liquidate FOVIPO/HG advanceus for Urban feveiopi™ =% p-ojectz Tonpleted tc date in
San Pedro Sula.

Gain RHUDO/CA concurrence on a plan ¢t~ c~xmit the ruvaining HG/ESF resources.
Contract technical assistance to cvalvay. xh> experience of the FOVIPO model.

Reach a decision on the $10 millicn {n %< fualing authorized. but not obligated.




I. BACKGROUND DATA
Project Title:

Project Number:
Date of Authorization:

PROJECT STATUS REPORT

April 1, 1992 - Saptember 30, 1992

Policy Analysis and Implementation (Public Sector
Component)

522-0325

original 08/28/87

A. FINANCIAL DATA
Amount Authorized:

Amount Obligated:

ESF Grant: original
ESF Grant: original
Period:

7.000, 0G0
3,300,000
140,253

Anendaent Amount Committed:

Amendment

05/17/89

Date of Obligation: original 08/28/87
08/27/97

PACD: original 08/31/94

Ministry of Finence and Public Credit (MOP) and Central
Bank of Honduras (DCH)

Latin American Scholarship Programs of American
Universities (LASPAU)(Grantee)

Inter-American Management Consulting Corporation
(IMCC). Development Technologies, Inc. (DETEC)
Project Manager: Vicente Dia:z

Status of CPs/Covenants: Met

5.764.489
590,000
788,928

4.791,020
850,000

Cumulative:

Period - Projected:
Period - Actual:
Cumuletive:

Period -~ Next:

Accrued Expenditures:
Implementing Agencies:

major Contractors:

Counterpart
Contribution: 2,000,000

850,000

Planned:
Rctuel:

% LOP Elapsed:

% of Total Auth. Oblig.:

% of Total Obliq. Exp.:
Next Evaluation: 12/31/93 X of Total Auth. Exp.:
NFAs Contracted/Completed: O
Next Audit: 00/00/00

Date of Last Evaluation:
Planned No. NFAs
Date of Last Audit:

01/31/91
1
00/00/00

EPROJECT PURPOSE

To strengthen the Honduran capacity to formulate and implerant econoaic policies and

administrative reforms.
1. Technical Assistance

RELATIONSHIP TO MISSION STRATEQIC OBJECTIVES
(Total Months)

A. SPECIFIC LINKACE TO 8.06. Project directly supports Mission's S.0. Nos. 1, a. Short term 15 11 104 104%
Increase Agricultural Investment, Production, and Exports, and No. 2, Increase b. Long term 6 6 24 20%
Private Investment, Production and Trade. Through the provision of TA and training,
the Honduran capacity to formulate, analyze and implement macroeconomic policies will MFE NMPE
be enhanced. Sound macroeconomic policies are requisites for successful structural

40 14 NANA
359 198 TA FA

Planned

Accomplished
X of

Next
LOP Peried _Cum, Period Period Cua. ILOP

2. Training (Persons) Mr M E
a. Long Term
Initiated (1] S 0
b. Short-tera
Comp:eted 25 122 75

adjustments that are key to progress toward the S.0.s.

B. PERCENT OF LOP FUNDS RELATING TO S.0. 100%

I11. RROJECT DESCRIPTION

The proje~t provides technical assistance (TA) and training. In the short-tera, the
TA supplenents existing OOH cspacity in policy analysis, planning and implementation.
Over the medium-tem, the project strengthens Honduras' human resource base by
providing advanced degree training in economics to more than 35 scholars.

IV. PROJECT STATUS
A. Planned FOPS

Significantly increased OOH
capacity to undertake sconomic
analysis and {mplement policies
a3 evidenced by policy changes in
the areas of foreign trade,
customs administration, public
sector expenditures, and export
competitiveness.

Erogregs to Date

The project has continued working with the
Central Bank, the Minigtry of Finance (MOF)
and the Office of the Controller General in
support of the OCH economic prograam.
Reports on a financial sector assessaent,
external debt management strategy., anca
internal debt were presented in final,
Other areas of interest are public sector
financial accounts., MOF organization and
tax management and finencial investigative
techniques. A total 20 project-financed
scholars have returned to Honduras.




PROJECT STATUS REPORT

April 1. 1992

C. Qther Accomplishmento and Oversll Status

This project supports the GOH economic reforam progras by strengthening the capacity
of Honduran public sector institutions to formulate and implement sound econoaic
policies and administrative reforms. This project is the public sector component of
the Mission's three pronged strategy to improve policy formulation and
implementation. These objectives are also supported through a private sector
comporent with the Honduran Council for Private Enterprise (522-0325.1). through an
agricultural policy component with the Ministry of Natural Resources (522-0325.2).
and through a financial sector component with public and private sector financial
entities. Progrees on each component is reported separately. The public sector
component has two interrelated areas: 1) TA for policy analysis and implementation:
and 2) participant training in economics at the graduate level.

The GOH continues making substantial use of this project’'s resources in imsplementing
{ts comprehensive economic reform program.

Final reports with recommendations were presented by consultants to the OOH and
Mission on (1) mansgement of external debt (5/92): (2) internal public debt (8/92):
and (3) a financial sector assessaent (9/92). which is serving as the basis for I1DB
and USAID assistance to the sector.

Field work on a diagnosis of re-organization requirements of the MOF has been
completed and partial reports presented to the GOH and Mission. A final draft report
is pending submission by the contractor.

Technical assistance to the Controller General of the Republic {COR), through a two
year PSC, continues helping the GOH refine and carry out policies, procedures, and
systems needed to control public expenditures. The consultant participated as
panelist in the 6th Annual Conference on Public Financial Administration in Miami,
FL. April 13 - 15, 1992; and as principal speaker, and raporteur for the governmental
sector, at the 5th National Congress of Accountants in Tegucigalpa, from August 28
through 29, 1992.

Six more long-term trainees bring to a total 20 those who have returned to Honduras.
One of them was recruited by an American consulting cospany with activities in
Hondaras and Guatemala, for practicol training in these countries for 18 months.
After completion of his Master's progrsa, a participant {8 continuing on toward a
Ph.D. program partially sponsored (HAC fee) by Mission. Five additional participants
were s2nt to graduate studies in economics in the U.S. during the reporting period.

A seminar on Financial Investigative Techniques for 25 participants was held by IRS
in 5/92. While IRS provided two {nstructors, the GOH provided one addditional
instructor from the cadre of Honduran instructors trained during 1991.

One hundred and seventy two short-term participants attended seminars on financial
and accounting systems in government sgencies, auditing and accounting, macroeconoric
adjustment. and labor statistics.

A draft project amendment was completed under which additional TA would support the

GOH'su creation of a policy analysis unit. Additional resources were to be provided
for three additional years to support the formulation, analysis. and implementation
of macroeconomic policies. This would assist the GOH to better assess macroeconoaic
policy options and analyze their consequences. Long-term GOH capacity in economic
policy-making and implementation was also to be developed by supporting additional
post-graduate studies in economics. A last minute lack of consensus among top GOH
economic authorities about the placement of the unit prevented amendment completion.
However, a reprograming of remaining funds to provide for additional Ph.D. studies
in economics has been proposed. At the end of the reporting period., a consultant team
began to assist the GOH in their continuing efforts to establish a policy analysis
unit, as part of an effort to determine the most effective use of remaining project
TA funds.

The economic policy reforms currently being implemented should, over the long term,
yield significant improvements in family income and significantly increase employment
opportunities for women. The existing PP does not provide for assessing impact on
gender. The dreft amendment does, however, address gender with regard to its TA and
training elements. Even though it was never formally approved, the measures for the

September 30, 1992

training element can be incorporated into the proposed training grant extension. The
measure for the TA element might also be implemented, depending on the results of the
aforementioned TA consultancy.

D. Problems and Delays

Inability to complete amendment dus to last minute lack of consensus awong top GOE
officials has delayed action on the policy analysis unit. Otherwise, the original
project maintains its high level of performance.

E. u.jg:,MVWMMMMI

1. Complete consultancy to assess the use to date 5f TA and prepare a dra’t plan
establishing the approach for utilizing the resaining TA resources under the project,
including the viability of a policy analysis unit: and examine the using of the AID/W
Isplementing Policy Change project to assist the Public Sector PAIP component through
short- and/or long-term collaboration.

2. Begin implementation of consultancy recosmendatiors, as appropriate.

3. Reprogram & portion of remaining project funds to cover the training of
additional Ph.D.s

4. Negotiate amendment of grant with LASPAU to cover the administration of the
additiocnal Ph.D. candidates.

5. Complete diagnosis of reorganization requirements of the MOF.

6. Deliver seminar on tax adainistration.




PROJECT STATUS REPGRT
April 1, 1992 - September 30, 1992

I. BACKGROUND DATA

Project Title: Policy Analysis and Implementation/COHEP Cooperative
Agreeaent
522-0325.01
original 08/28/87
original 09/10/87

original 09/09/92

Project Number:

Date of Authorization:
Date of Obligation:
PACD:

04/12/89
09/30/95

Amendment
Amendaent

Implementing Agencies: Honduran Council for Private Enterprisa (COHEP)
Major Contractors: N/A

Project Managers: Richard Whelden

Status of CPs/Covenants: All CPS met, most covenants met (See Sec. 1lVc.)

Next Evaluation: 09/01/93
NFAs contracted/
completed: 0

Next Audit: 00/00/00

Date of Last Evaluation:

09/17/90
Planned Mo. of NFAs: ]

Dat2 of Last Audit: 00/00/00

A. PINANCIAL DATA
Amount Authorized:

Amount Obligated:
Amount Committed:

Accrued Expenditures:

Counterpart
Contribution:

X LOP Elapsed:

% of Total Auth. Oblig.:
% of Totel Oblig. Exp.:
% of Total Auth. Exp.:

DA Grant: original
DA Grant: original

Period:

Cusulative:

Period - Projected:
Period ~ Actual:
Cunulative:

Period - Next:

Planned:
Actual:

8 5,000,000

S 200,000 amended to S8 5,000,000

8 (537.270)

000
S 4,133,308

63%
100%x
71%
7ix

II.  PROJECT PURPOSE

To strengthen the Honduran capacity to formulate and implement economic policies and
administrative reforms.

RELATIONSHIP TO MISSION'S STRATEGIC OBJECTIVES
A. SPECIFIC LINKAGE TO 8.0.: Contributes to S.0. No. 2, Increaged Private Investaent
Production and Trade, by increasing private sector participation in the

development and implementation of policy reforms designed to increase private
investment and trade.

B. PERCENT OF LOP FUNDS RELATING TO S.0.: 100X

IXI. PRROJECT DESCRIPTION

The COHEP Cooperative Agreement will: 1) develop within the private sector, through
a etronger, more dynamic COHEP, the capacity to study. analyze and lobby effactively
for policy reforms: 2) buifld understanding and consensus within the private sector
on needed economic reforms to encourage increased private investment and employment:
and 3) strengthen the finencial and technical capacity of COHEP and member
associati{ons as a means to accomplish these objectives.

ERQJECT STATVS

Proqraess to Date
From 32 to 41 members.
Fund raising drive in{tiated: new plan
and strategy developed and approved.
studies, consumer price index,
agenda, financial model

Increased membership.
Increased financial support
from members.
Development of professicnal a0
economic research capacity. economric
produced.
Monthly bulletins, weekly newspapers,
position papers, studies putlishzcd and
weekly radio programs.
Seminars/Conferences. 55 seninars/conferences/workshops
conducted to date.

Publighed information.

3-4 studies per year
Conferences/Seminars
Published reports

Public relations
campaign (3 phases)

Training (persons)

Training %
Short Tera

3542

HE
79 21

N/A

MF HZX
75 25 N/A
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PROJECT STATUS REPORT
April 1, 1992 - September 30, 1992 A B X c___
The policy research conducted by COHEP will emphasize equity by bringing the benefits

of development to women. Policy reforam itself promotes the further integration of
women into economic development.

C. Oth ccom shments

The Policy Anclysis and Implementation Project has four interrelated components: &
Public Sector. an Agricultural Sector, a Private Sector, and a Financial Sector
component. The Cooperative Agreement with COHEP is the Private Sector component of

the project.

The objective of this project component is to strengthen COHEP and its capacity to
formulate and implement economic policies and adminiatrative reforms. This
Cooperative Agreement has brought about a fundamental change in COHEP, from what was
an organization comprised of a select group of private individuals, the old guard of
commercial enterprise, Jlobbying to protect thei{r own best interests, to an
organization whose member organizations are a wide and diverse nuzhar of businesses
that represent the broader, nationai interests of the private sector. Thus, COHEP
has beczme a dynamic force of change in the Honduran economy.

COHEP has supported conferences., seminars and workshops, covering topics related to
industrial reconversion, financial and banking reform. regional trade. investment
law, labor code, and IPR, all highly debated issues that affect private sector

interests.

Public educatfon and consensus building efforts continued this period with the
publication of documents, bulletins, position papers and newsletters. The
Administrative Simplification Program developed by COHEP in the areas of business
registry. import permits and export permits is now under high level review. This
review process with the GOH has been slow and cumbersome. Therefore, COHEP decided
to temporarily suspend the technical services contract with Instituto Libertad y
Democracia (ILD) to save project resources while providing ample time for this
process to mature. In the meantime, COHEP is doing more research and Jdesign of
Administrative Simplification reforms in other areas that affect private sector
interests. puring this period COHEP was alco key in analyzing and lobbing
substantially for the passage by Congress of a new and modern Investment Law aimed
at promoting foreign investment in Honduras.

A seainar was organized by COHEP to analyze the draft of the new Banking Law for
Honduras. More than 100 persons participated in this seminar which introduced this
very important and delicate topic to both the private sector and the OOH. The law's
importance in making financial intermediation more efficient and competitive in
Honduras was highlighted. Also, COHEP has been very active in the analyzing and
lobbying for new IPR legislation and is making all the necessary arrangements to set
up a seminar on this subject early in the next reporting period. This topic is of
utmost importance in attracting increased foreign investment to Honduras as it will
address the {ssue of protection of both industrial and intellectual property righta.

COHEP met its commitment to raise no less than Lps. 1,500,000 by September 30, 1992
as its first contribution/tranche to the Capital Endowment Fund according to its
financial sclf-sufficiency plan and draft MOU. In order to accomplish this goal.
COHCP improved its communications strategy, set up a fund-raising gala dinner with
the participation of the President of Honduras and almost five hundred guests, and
implemented a major fund-raising drive within the private sector community. This is
evidence of the support COHEP receives from the private cector as the lead
organization representing private sector interests in Honduras.

The following is a lis% of covenants and their current status:

Covenants tatus
a. Review and modify by-laws to increase a., Met
b. Building conmensus on national economic issues. b. Permanent on-going activity.
c. Strengthening private sector associations. c. Met
d. Organizational reform. d. Met
e. Establish a major fund-raising drive. e. New plan and financial

projections were implemented
beginning last pzriod.

£. Significant increase in meabership dues. £. Modification of satatutes to
increase dues was spproved in
the October 1991
Extraordinary Assembly.

g. Raise Lps. 2MM for Capital Endovment Fund. g. Lps.1,560.000 raised to date.

Problems and Delayvs

Submission of the draft MOU to establish & capital endowment fund to AID/W for
approval was delayed until COHEP rajised its firat contribution/tranche of L.1,500,000
to the endowment.

The Executive Director resigned {n July 1992 to take cn an isportant job in the
financial gector. COHEP has gone through the process of a competitive search for his
replacement and will soon contract a new Executive Director.

E.
1.

a A/ \ £

Continue to promote and lobby for the passage of new legislation on 1PR, the
banking law, privatization, administrative simplification, financial reform and
labor code laws and regulations.

Continue reaching targeted groups to promote the advantages of free markets
and free enterprise (press, secondary school students, politicians, etc.).

Continue to publish and distribute weekly bulletins, quarterly review magazines,
as well as needed reports/position papers and its weekly radio program.

Continue Seminars/Conferences/Workshops on such topics as industrial reconversion,
IPR, privatization, liberalization of financial markets and new banking law,
regional integration and others topics.

Submit COHEP endowment proposal to AID/W for approval and sign MOU with COHE? and
GOH to establish the capital endowment fund.

Recruit a new Executive Director for COHEP.




PROJECT BTATUS REPORT
April 1, 1992 - September 30, 1992
A. FINANCIAL DATA
Amount Authorized:

I. BACKCROUND DATA

DA Grant: original $ 4,350,000 amended to:$ 14,350,000

Project Title:

Project Number:

Date of Authorization:
Date of Obligation:
PACD:

Implementing Agencies:

Major Contractors:

Project Managers:
Status of CPs/Covenants:

Policy Analysis and Isplementation

5$22-0325.02

originzi $2/05/90 Amendaent 7/21/92
ariginal 03/09/90 Amendment 9/23/92

original 08/31/M Exteanded 8/27/97

Ministry of Matur>l Resources

Agricultural Sectorsl Planning Unit (UPSA) and
General Directorate of Statistics and Census {DOEC)
Signa One Corporation, Abt Associates Inc., Ateneo de
la Agro Industria (ADAI) and Mississippi State
University

John Warren and Guillermo Alvarado

Met

Next Evaluation:
NFAs Contracted/completed:
Next Audit:

Date of Last Evaluatii=:
Planned No. of NFAs:
Date of Last Audit:

00/00/00
o
00/00/00

09/00/94
]
00/00/00

DA Grant: original

Period: S
Cunulative:

Period -« Projected:
Period - Actual:
Cumulative:

Period - Next:

Amount Obligated:
Amount Committed:
heerued Expenditures:

Counterpart
Contribution: Planned:

Actual:

X LOP Elapsed:

X of Total Auth. Oblig.:
% of Total Oblig. Exp.:
% of Total Auth. Exp.:

$ 3,000,000 amended to:S 7.7AD

977.905
$ 3,198.097

I1I1. EROJECT PURPOSE

To strengthen the Honduran capacity to formulate and implement economic policy and
administrative reforms.

11I1. RELATIONSHIP TO MISJION STRATEGIC OBJECTIVES

A. SPECIFIC LINKAGE TO S.0.: This component of the PAIP supports Strctegic Objective
No. 1, Increased Agricultural Production and Exports by formulating and impiementing
policy reforms aimed at increasing agricultural investment. The new arzendment also
supports Strategic Objective No. 3, More Efficient Management and Sustainable Use of
Selected Natural Resources by supporting policy reforms aimed at improving natural
resources management

B. PERCENT OF LOP FUNDING RELATED TO 8.0.: 100%

I11. PROJECT DESCRIPTION

The aim of this project is to improve Honduran cepabilities for carrying out policy
analyses and implementing Policy Refores in the areas of agriculture and Natural
Resources Management via cooperative undertakings, seminars and workshops, and
through an improved agricultural atatistics base. Both short-tera and long-term
technical assistsnce is being utilized. Short-term training, specifically es it
supports the analytical capability of the Honduran counterparts., is also provided.

IV. PROJECT STATUS

A. Planned EOPg

1. Strengthened institutional
capacity within the public
agricultural sector for

Progress to Date

Project is strengthening the COH
capacity for policy tformulation and
analysis, principally through the
policy formulation and preparation of policy position papers,
analysis. and development of agricultural
statistics data bare.

1. Joint policy analysis 16
studies

2. Reports and Conference 1800
Proceedings disseainated

3. Proposals for Executive
Decrees, interministerial
agreeaents

4. Legislative reform bills
introduced to Congress

5. Rural Housshold Survey

6. National Agricultural
Survey

7. Agricultural Census

8. Land Titles Issued

9. Established Farmer owned
financial institutions

10.Reorganization of Ag Public
Sector Agencies

11.Environmental Strategy
Developed

o
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. Other Accomplishments and Overall Status

Agriculture represents the largest productive and employment sector of Honduras, and
the largest potential source of growth for the economy. The head of the sector is
the Minister of Natural Resources who presides over the Agricultural Development
Council (CODA) which is comprised of the directors of the public agricultural sector
agencies. The Minister {s also a member of the Economic Cabinet and of the Board of
Directors of the Central Bank. This project component works through and in support
of the Agriculture Sectoral Planning Unit (UPSA), which is the technical secretariat
of the CODA. Project activities center on policy analysis and implementation
planning for reforms in the areas of price structures, land and resource base
utilization, and aczcess to markets and technology.

This Agricultural Component of the Mission's Policy Analysis and Implementation
project was formally initiated as a separate project component in March 1990 to
provide a means to respond to a favorable environment for policy change in the
agricultural and natural resources sectors. Due to recent adoption of substantial
improved sectoral policies by the current GOH Administration as a result of project
advice, this project component was amended in September of this year to extend and
increase its support to the GOH in the implementation of agricultural and
environmental policies.

The core element of the policy reforms is an omnibus agricultural bill (the
Agricultural Modernization Law) which revises several 1laws related to the
agricultural and natural resources sectors. Congress approved the law on March 5,
1992. It was published in the Gazette (official journal of the GOH) and became
affective as Decree Nusmber 31-92 on April 6. 1992.

The law enactm: a) the elimination of state intervention in product and factor
markets: b) the elimination of price and trade controls, and a shift from generalized
price subsidies to targeted econonic assistance to the needy: c) a reduction of the
threat of expropriation of private agricultural land: d) legalization of private land
rentals: e) promotion of land markets developzent: f) protection from expropriation
of forest: g) return of ownership of trees to land owners; and h) the legal basis for
the privatization and decentraligzation of GOH agriculture services (research,
extension and credit).

During the reporting period the project focused on assisting UPSA and tha farmer
organizations in drafting the regulations for the Law. More than 50 Articles of the
Law in 12 different areas require the drafting of regulations for proper
interpretation and implementation. The project has carried-out studies for the
restructuring of MNR, evaluation of the {mpact of structural adjusteent,
privatization of a large sugar mill (ACENSA), design of the “cajas rurales”.
restructuring of ajrarian reform cooperatives. design of a land bank as well as other
minor studies which will ultimately support drafting of the regulations and
implem>ntation of the Law. Project personnel also assisted more than 12 working
groups responsible for drafting the regulations of the Law in conducting meetings,
analyzing and clarifying concepts, and generating viable mechanisms for
implementation of the Law.

The effort to draft the regulations has been g ally ful, but complex, due
to such factors as lack of collaboration by middle management government officers and
interference by groups with vested interests (domestic and expatriate). Most of the
regulations have been finalited and approved by the main interest groups of the
3ector. Only a few exceptions are pending. Some will probably require special laws
due to the complexity of the reform (such as the "cajas rurales” and land financing
mechanisms). The interference of vested interests (such as the established lumber
industry and bureaucracy in the forestry regulations) has caused delays as well.

The project is also assisting the GOH in {mplementing its policy to develop a private
secd industry. During this reporting period the project continued to provide direct
technical assistance to the private seed {ndustry and to the Pan-American
Agricultural School (El1 Zamorano) in the design and lay-out of seed processing
plants. It also assisted the OOH and private sector in finally reaching agreement
on a lease contract for the privatization of MNR seed plants, and i{n improving the
seed regulations for the Law and GOH trade and regulatory policies for the seed
industry.

The project's effects on wouen are expected to be positive and felt at both the
institutional and sector-wide levels. For instance, the new lawv eliminatas the
discrimination against women; grants them title to the land and automatic repayment
of a mortgage in the case of death or disability of their husbands. The project’'s

AX_ B__ C___

analytical exercises, dissemination events, and short-.erm training objectives target
a higher percentage and involvement of women than is found currently in these types
of activities. Refores that improve financial returns to agriculture and open access
to markets will benefit female segments of producer populations.

puring this reporting period the Mission finalized, approved and signed with the OOH
a $10 million amendment for the project. The projact PACD was extended to August
1997 and 8 3.0 million in funds added, The major purpose of the amendment is to
support implementation of the Law and assist the OOH in the development of sound
natural resources and environmental policies.

D. Problems and Delays

The Project has been trying tc aupport the National Agriculture Census {NAS). The
Mission procured technical assistance from the Bureau of the Census (BUCEN) to assess
the feasibility of carrying-out the ag census by the OOH adainistration and to
provide recomaendations on minimums requirements for its execution. The result has
been that, deficiencies persist in the management of the census, the BUCEN
recommended while that the Mission proceed with its support to the NAS. These
deficiencies are expected to be mitigated by TA provided by FAO, UNDP, the Mexican
Government and AID. A high degree «r involvement by AID project management will be
required during next six months. Ths NAS {s expected to be ready for field
application by May 1993.

E. Major Activities or Corrective Actions During the Next Six Months

1. The project will continus to focus on support for drafting of the law's
regulations and implementation of the prcgram.

2. Draft RFP for technical assistance for second phase of project. Analyze
responses to RFP and select TA contractor for phase I1I.

3. Concentrate efforts on supporting the Nati{onal Agricultural Census. Project will
provide TA and management resources for the monitoriny of progress.




I. KGROUND DA

Project Title:

Project Number:

Date of Authorization:
Date of Obligation:
PACD:

Implementing Agencies:

Major Contractors:
Project Manacers:
Status of CPs/Covenants:

Date of Last Evaluation:
Planned No. of NFAs:
Date of Last Audit:

Policy Analysis and Isplementation/Financial Sector
Development Component

522-0325.03

original 09/29/92

original 09/10/87 Amendment 09/30/92

original 08/27/97

Central Bank of Honduras (BCH), Honduran Bankers
Association (AHIBA). Honduran Council for Private
Enterprise {COHEP)

R/A

Richard Whelden

1. Submission/Passage of Banking Law Not met
2. Submimsion of BCH Restructuring Plan Not met
G0/00/00 Next Evaluation: 09/30/94

0 NPAs Contracted/Completed: O

00/00/00 Next Audit: 00/00/00

PROJECT STATUS REPORT
April 1, 1992 - September 30, 1992

A. FINANCIAL DATA

Amount Authorized: DA Grant: original § 6,000,000

Amount Obligated: DA Crant: original § 1,900,000
Amount Committed: Pariod: 8 0,000,000
Cumulative: 9 0,000,000
Accrued Expenditures: Period - Projected: 8 0,000,000
Period = Actual: $ 0,000,000
Cunulative: $ 0,000,000
Period - Next: $ 300,000
Counterpart
Contribution: Planned: $ 1,140,000
Actual: 8 0,000,000
X LOP Elapsed: ox
¥ of Total Auth. Oblig.: 40%
% of Total Oblig. Exp.: 00%
% of Total Auth. Exp.: 00x

apended to $2,400,000

II. ECT_PUR

adminigtrative reforms.

intermediatior.

A. SPECIFIC LINKAGE TO S.

B. PERCENT OF LOP FUNDS

The Financial Sector

PRQJECT STATUS
Planned EOPS

market rates.

in 93 to 3% in 96.
7. Secondary market
bonds established.

To strengthen the Honduran capacity to formulate and i{mplement econoamic policies and

I1I. JEC ESCR

Securities Law passed.

The Financial Sector Component is designed to increase the

Honduran capecity to formulate and implement refcrms that improve financial

RELATIONZHIP_TO MISSION STRATEGIC QOBJECTIVES

0.: This project component supports Strategic Objective No.

2. Increased Private Investment Production and Trade. The activities it supports are
key elements of the program output of improved financial intermediation.

RELATING TO S.0.: 100%

Component of the PAIP will: 1) improve the

regulation/supervision of the financial system; 2) promote private seztor involvement
in financial sector reform: 3) strengthen commercial bank skills: and 4) develop new
medium and long tera financial instruments.

Progress to pDate

New Banking Law passed. Drafted
2. BCH Restructuring Plan

implemented.
3. All controls on interest

rates removed.
4. Regerve requiremsent reduced

from 35% to 20% in 96.
5. Automatic BCH rediscounts at

6. FEanks spreads reduced from 6%

for BCH

B. Mafor Outputs

1. 3-4 policy conferences 20
per year

2. Seminars 139

3. Revised Laws 3

4.a Training (persons) 2.500

4.b Training %X ME
Short-term 00 00

0 o o o 0
o o 0 0
0 0 o Y
o o o 0 o
HE MF HE  MF

ox

N/A
N/A
N/A

ME
N/A
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c. © ACCOMPLISHMENTS S

Project Agreement was signed on 9/29/92.

Work with GOH and COHEP to overcome private banks opposition to draft Banking Law which will
improve the supervision of banking system.

Evaluate BCH's compliance with the CP requiring presentation of a restructuring plan:
Contract for project management.

After CPs are met, contract for project TA and initiate procurement of commodities.
Assist BCH and Superintendency of Banks to develop a detailed training plan.

Initiate FARS review of BCH contracting procedures.




PROJECT STATUS REPURT

April 1, 1992 -~ September 30, 1992

I. BACKGROUND DATA

Project Title: Honduras Peace Scholarship I (HOPS 1)
Project Number: 597-0001 and 522-0329
Date of Authorization: original 02/06/85
Date of Obligation: original 03/25/85 Amendment 04/25/90
PACD: original 1i1/30/93
Implementing Agencies: N/A
Major Contractors: Acadeny for Educational Development (AED)
National Association of Partners of the Americas (NAPA)
Project Manager: Ned van Steenwyk/Jeff Lanciale
Status of CPs/Covenants: Met

Date of Last Evaluation: Ongoing Process Next Evaluation: 00/00/00
Planned No. of Non Federal Audits: 0 Non Federal Audits contracted/completed: 0
Date of Last Audit: 00/00/00 Next Audit: 00/00/00

A. FINANCIAL DATA
Amount Authorized:
Amount Obligated:
Amount Committed:

Accrued Expenditures:

Counterpart
Contribution:

LOP Elepsed:

of Total Auth. Oblig.:
of Total Oblig. Exp.:
of Total Auth. Exp.:

A X

DA/ESF Grant: original 927.550,000 amended to $31,980,000

DA/ESF Grant: original 82,000,000 amended to 831,980,000

Period: S 13,232
Cunulative: 830,522,118
Period -~ Projected: $ 1,012,000
Period - Actual: 8 1,041,510
Cunulative: 828,376,956
Period - Next: ] 686,700

Planned: N/A
Actual: N/A

87%
100%
89%
89%x

1I. JEC RPO!

To increage the number of U.S. trained public and private sector individuals at the
planning. implementation, technical, managerial and administrative levels.

TIONSH, N J.

A. SPECIFIC LIKXAGE TO S.0.: The project relates directly to S.0. No. 5: More
resposive Selected Democratic Institutions and Proceases with Greater Citizen
Participation through the cunulative number of people having completed the
"Experience America” program while receiving training in the U.S.

B. PERCENT OF LOP FUNDS RELATING TO S.0.: 100%

111. PROJECT DESCRIPTION

The project will increase the numbar of U.S. trained public and private sector
individuals at the planning, implementation, technical, managerial and administrative
levels. This will be achieved by providing U.S. training to individuals who are
working in agriculture and rural development, health and nutrition, human resources,
population, energy and environment, science and technology., planning and
institutional development,

1v. JE TA
A. Plenned EOPg

Provide long-term 1. 478 long~term scholars have been sent tn
scholarships for U.S. the U.S. for training.
training for 475 people.

Provide 1,435 short-term 2. 1,450 short-term scholars have been sent
technical scholarships for to the U.S. for short-term technical
training in the U.S. training.

Major Outputs

1. Long~-term

2. Short-tera

—Accosplished
3 of

478 101x
287 101x M
191 100x r

1450 101%
918 107y M
532 92x r
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April 1, 1992

C. Qthe cgom shments d

The Central American Peace Scholarship (CAPS) Project was authorized on February 6.
1985 under the Caribbean and Latin America Scholarship Program (CLASP 1). 1In FY
1987, CAPS 1 funding was moved from CA regional accounts to Mission bilateral
accounts, thus creating the HOPS I Project under the regional authorization. Of the
125 long-term scholars that remained in the U.S. at the end of the previcus reporting
period, 46 returned to Honduras during this reporting period, 2 were cancelled for
low academic achievement, 23 should cosplete their studies in Dacember of 1992 and
the remaining 54 will complete their degrees in 1993. The one remaining scholar who
had not obtained employment curing the previous reporting period ix now eaployed.
Of the 46 scholars who returned during this reporting period, only 15 remain
unemployed and are seeking employment with Mission and private sector assistance.

The most recent academic term reports received on the 77 scholars who are still in
the U.S. were reviewed and the ascademic achievement of CAPS scholars is excellent
with 70% receiving grade points of 3.0 or better and 43X with grade points between
3.5 and 4.0. Communications with all Peace Scholars in the U.S. are being maintained

as planned.

By the end of 1990, approximately 238 long-terwm scholars remained studying in the
U.S. while post-secondary education costs began to increase dramatically in the U.S.
The Mission was concerned that long-term scholars might not be able to complete their
studies if costs continued to increase. Consegquently, the Missicn suspended long-
tern scholarship awards to assure that scholars remaining in the U.S. would be able
to compiete their studies. Current financ{al projections for 1993 indicate that
approximately $2,000,000 will remain available for additionsl scholarships.
Therefore a nc-cost PACD extension through FY94 is being processed to allow
sufficient time to award approximately 250 additional short-term scholarships.

This funding is becoming available at a very opportune time as HOPS 1l obligations
are subztantially below original projections through this period (see HOPS II SAR for
additional information). 1In addition to compensating for lower than anticipated
numberz of short-term scholarships under HOPS 1I, because of reduced funding levels,
the increased number of short-term scholarshipe under HOPS I will allow the project
to recruit additicnal female participants and improve gender balance for short-tera
scholarship recipients (see B.2. above). HOPS 1 will assure that at least 61X of the
additional scholarship recipients are female to achieve the project goal of 40X
female participation among short-term scholarship recipients.

All follow-on activities for HOPS 1 scholarship recipients, will continue to be
financed and executed under the HOPS Il projec: (see the HOPS Il SAR for further
information on follow-on activities with HOPS 1 scholarship recipientc;.

D. Problems and Delavs

As mentioned above, female participation in short-term training a3 been less than
anticipated. Additional female scholarship recipients will be selected for short-
term technical scholarships with the balance of unexpended funding for the projact.

E. v V! e
1. Continue communicationa with the 77 scheclars remaining in the U.S.

2. Amend tho Project Agreement for & no-cost extension of the PACD through September
30, 1994.

3. Assure that the i5 vneaployed scholars who returned to Honduras during this
reporting period obtaj-. employment.

4. Define and prioritize short-term scholarship areas for approximately 250
scholsrships based on the Kigsion's Strategic Objectives in sectors which
will assure a more appropriate gender balance among scholarship recipiente.

5. Recruit and gelect 100 short-tera acholarship recipients, assure that at
least 61X of these scholarship recipients are female, and begin pre~-
departure training for these scholars.

6. Segin a demand driven short-term technical scholarship program which will
awsrd approximately 50 scholarships based on employer/employee
defined areas of studies which will impact on the Mission's Sirategic
Objectives and assure appropriate gender balances for the project's

- September 30, 1992 A _X_ B__  C___

scholarship recipients.

7. Hold a re-entry seminar in the U.S. for long-term acadesic scholars
who are coapleting their degrecs in December of 1992 and the spring of 1993.




PROJECT STATUS REPORT

April 1, 1992 - September 30, 1992

I. BACKGROUND DATA A. FPINANCIAL DATA
Project Title: Rural Roads Maintenance Project Amount Authorized: DA Grant: original $15,000,000
Project Number: 522-0324
Date of Authorization: original 06/20/90 Amount Obligated: DA Grant: original 8 2,500,000 amended to$ 8,681,000
Date of Obligation: original 06/20/%90 Amencdment 03/16/92
PACD: original 06/30/%7 Amount Committed: Period: $ 1,970,801
Implementing Agencies: Ministry of Publ\c Works and Transport (SECOPT) Cumulative: 8 5,805,823
Major Contractors: N/A - Accrued Expenditures: Period -~ Projected: $ 1,260,000
Project Managers: Roberto A. Aguero Period - Actual: S 254,821
Status of CPs/Covenants: CP to first disburuesent: Met Cumulative: 8 3,925,458
CP to maintenunce c¢isbursement: Het Period -~ Next: $ 1,272,000
CP to construction disbursenent: Met Counterpart
CP to Pilot Project: Met Contribution: Planned: 8 6,865,900
CP after second year disbursements: Due 12/21/92 Actual: 8 3,065,000
Covcnants: % LOP Elapsed: 33x
Oongoing zvaluation of progress. X of Total Auth. Oblig.: 58%
Reports on provision of counterpart. X of Total Oblig. Exp.: 45%
X of Total Auth. Exp.: 26%
Date of Last Evaluation: 00/00,00 Next Evaluation: 06/30/93
Planned No. of NFAs: 1 KFAs contracted/completed:0
Date of Last Audit: 00/00/00 Next Audit: 03/21/93

II.

PROJECT PURPOSE
Planned

To establish a long term sustainable maintenance system for rural roads and expand Next
roads network in areas with potential for agricultural export production. LOP Period _Cum, Perjod Period Cum. 1OP

RELATIONSHIP TO MISSION STRATECIC OBJECTIVE

A. SPECIFIC LINKAGE TO S.0.: The project supports the Missions Strategic Objective
of Increased Agricultural Production and EZxports by providing better access to 2. Rehabilitation of rural 300 55 234 5 ] 179 50%

markets and other factors of production. roads (kas)

Construction of rural
roads (kms)

B. PERCENT OF LOP FUNDS RELATING TO 8.0: 100X 3. Regular, periodic maint. 3000 130 395 187 83 348 12x%
of rural roads {kas)
I11. PROJECT DESCRIPTION
4. Peon Caninero
The project consists of three componeats: maintenance (kms) 3000 3000 3000 3000 3000 3000 100%
1. Institutional strengthening of the General Directorate of Maintenance (DGM). S. Training (persons) ur nr Mr Mr Mr mr M_r
2. Maintenance of rural roads constructed under AID funded projrass.
3. Construction of additional rural roads. Long Term - 00 oo o0 o0 o0 oo 0x 0%
Short Term o0 00 00 oo (] ox 0x

IV.  PROJECT STATUD
A. Planned EO[{ Brogress _to Date

1. Long-term sustainsble rural
roads maintenance program in
operation. Three thousand kas.
will be receiving, as
required, both regular and
periodic maintcnance by the

end of the project.

of

Rehabilitation of 300 km.
roads constructed under
Rural Roads I (522-0164).

2.

Conmatruction of 264 km. of

rural roads.

3.
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C. Ot om shments

This project is the successor to the Rural Roads II Project (522-0214). A3 the name
of this project implies, prinary emphascis will be given to institutionalizing regular
maintenance work on rural roads, although some new construction will take ~lac= over
the life of the project. One important aspect of this project is the emphasis on
road maintenance by private contracting. This is a revolutionary trend in Honduras
and elsewhere in the developing countries. 1t is oriented toward maximi.ing use of
project resources by promoting the growth of private conscsuction companies.

During this reporting period, one 25.0 kilometer maintenance project was completed.
Another 8 maintenance projects (217 ku.) are under construction. Due to delays in
awarding the contracts by SECOPT and the heavy rains which have occurred during the
months of June - September progress on the 8 projects has been slow: however,
completion of the projects is expected to be within the time frame indicated in the
contracts. Six maintenance pr¢ ‘ecis (222 km.) were sent cut for bid during the month
of August. however, only four ontracts (166 km.) will be awarded. 7Two maintenance
contract proposals were rejected because they were more than 20X above the engineers
estimate. In summary, 348 km. of rural roads have been completed, B8 projects
totalling 159 km. are under construction and contracts £or maintenance totalling 166
km., are in process of being awarded.

Two rehabilitation projects amounting to 55 *~ were completed during the reporting
period. A total of 7 projects for 179 km. oi .ocsd rehabilitation have been completed
since 1991, One 20 km. rehabilitation contract is currently in the award process.

Road construction project activities started this period. Pour contracts amcunting
to 89 kn. were awarded and construction operations have commenced for two projects
in spite of the rainy season. It is estimated that 11 km. out of the 89 km. have
been completed for the two projects.

The rural road maintenance "Peon Caminero Program™ commenced in May. Changes were
made to the program tc expedite payment to laborers and improve overall supervision.
Full time foremen are now in charge of groups of “peones™. The foreman acts as a
contractor and he is in charge of payment, tool management and supervision. SECOPT's
General Directorate for Rozds and Airports Maintenance (GDRAM) manages the progranm
from its regiocnal offices.

A public auction was held on August 20, 1992 for the second sale of used equipment
to private contracts. The auction resulted in the rale of one hundred and fifty
(150) out of 180 pieces of heavy equipment as pasr: of the road maintenance
privatization process started by SECOPT.

Using the computerized rcod maintenance planning systen (DM-11X), SECOPT's GD. .
completed its analysis and naintenance programaing for the entire rural netvork. the
final report on rural road conservation was issued in August 1992, The report gives
the prioritization and the lypes of maintenanco required for the 8,632 kn. of rural
road network. A total of $127 million is required to provide rural road maintenance
between 1993 and 1996. The report includes recommendation on different alternatives
to solve funding deficiency. The Gecvernment of Honduras (OOH) is seeking financing
from various international funding institutions, including the Government of Kuwait.

A tentative agreenent was reached with SECOPT's GDRAC to expand the existing and
auccessful "Peon Caminero” Pilot Prograa with tihe smunicipalities. Fifteen additional
municipalities will be added to the program increasing the total to 21. By having
the municipalities in charge of the "Pcon Caminero Program™, will improve the prompt
payment of salaries to t¢he laborers and provide better supervision and will also
promote the participation of local governments in a joint effort with SECOPT to
maintain the roads.

A P10/T was issued by USAID/MDI to contract the services of a local consulting firm
to investigate the capucity of Honduran construction companies to absorb the amount
of work generated by the privatization of road maintenance and construction. It will
also study the current capacity of SECOPT to manage the contracts. Recommendations
will be made if it is determined that Honduran construction companies are riot capable
of efficiently performing the roud construction work planned in the proj=ct. 1t is
exoected that the study will be completed by April 1993.

Aside from managerial functions within SECOPT, women are not direct participants in
rural road prcjects. The Peon Caminero labor intensive maintenance component may
have gome rocom for women participation. However, no interast have been received to

work in such an activity. An indirect household benefit, however, i{s received since
each peon (600 in total) receives a total of $800 per year.

D. Froblens snd pelave

Negotietions for s Project Agreement Amendment to increase tha OOH's contribution to
make up for the shortfall in funding ired to complete project's EOPs is currently
underwvay. SECOPT has agreed that a L.42.5 deficit ($7.22 million) exists. and has
proposed an amendsent to the PROAG to reflect the deficit and increase the OOH's
counterpart contribution programming disbursements in proportion to U.S.A.X.D.'s
grant funding. We are awaiting Ministry of Finance concurrence with such an
amendaent. In addition to the originally programmed counterpart contribution, SECOPT
has already included the equivalent o2 $83.01 million in its budget for 1993 to cover
the additional funds required for calendar year 1993.

The high demand for construction services has caused a rise in the cost of
construction and maintenance projects. Discussions sre currently underway between
SECOPT and the contractors to address this problem. It is exspected that a favorable
agreament can be reached before the tendering of maintenance projects for 1,066 km.
prograammed for November 1992,

The audit programmed for June 1992 has not been performed. Discussions between the
Financisl Analysis and Review Section (FARS) and the Regional Inspector General (RIG)
office has resulted in a revision to the scope of work for the non-federal audit.
It is anticipated that the audit will take place in March 1993.

Cumbersome procedures in the process of legalization of contracts by the GOH has
resulted in project delays. 1In many cases, contractors have commenced projects
without the Initiation Orders. SECOPT is discussing with other GOH agencies that
intervene in the process to change the current system and expedite the legalization
of the contracts.

E. Mafor Activities or corrective Actions puring the Next 3ix ffonthe

1. A prequalification of constructions firas vill be performed to select companies
for 1993 operations.

2. Aprroximately 12 groups of road maintenance projects for a total of 1,066
kilometers will be gent out for bid in November 1992.

3. Approximsately 90 km. of rural road construction will be sent out for bid in
November 1992.

4. Approximately 65 km. of rural road rehabilitation will be sent cut for bid in
November 1992,

5. An evpanded "Peon Caminero Program™ will commence with the participation of five
municipelities of the Municipal Development Project (USAID No. 522-0340).

6. A non-federal audit of the projcoct will be performed with the acope of work
agreed between FARS and the RI1G.

7. A PIO/T will be {ssued by U3AID/MDI to contract the services of a local
consulting firm, to update the existing sethodology on environmental studies.
This acope covers the study of existing legislation and methodology regarding
Environrmental Impact Assessaents. The consultent will also coepile and develop
designs and made recomnendations to alleviate the environmental impacts of road
construction and maintenance activities. The scope of work is under
consideration by SECOPT's General Directorate of Roads (GDR).

8. SECOPT's GDRAC {8 preparing for the First Centrel Aserica and Panam& Congreas on
road conservation. This forum is oriented toward the standardization of roads
conservation policies and the interchange of road maintenance experiences in the
Central American countries. The Congress will be sponsored by Y.S.A.1.D., the
World Bank and the GOH, and will be held in November 1992.

9. The last project Condition Precedent will be met by SECOPT's GDRACU demonstrating
that progress on the institutional strengthening gcals of the GDRAC is
satisfactory.

10. Contract will be awarded to a local consulting firm to investivate the capacity
of Honduran construction companies to absorb the amount of “ork generated by the
privatization of road maintenance and construction.

11. OOH concurrence with PROAG Amendment to increase GOH couaterpart contribution
will be obtained.
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I. BACKGROUND DATA EINANCIAL DATA
Project Title: Municipal Development Amount Authorized: DA Grant: original $10,000,0G0
Project Number: 522-0340 Amount Obligated: DA Grant: original 8§ 1,000,000 amended to $9,344,000
Date of Authorization: original 06/29/90 Amount Committed: Period: -] 119,479
Date of Obligation: original 06/29/90 Amendment 07/14/92 Curulative: 8 2,850,112
PACD: original 06/28/97 Accrued Expenditures: Period - Projected: g 756,000
Iaplenenting Ayencies: Ministry of Frinance (MFPC), Municipaliti=s o2 Period - Actual: s 975.119
Honduras Cumulative: 8 2,371,632
Major Contractors: International City Management Association (ICMA) Period - Next: 8 1,015,000
AID Project Manager: Sigifredo Raaire:z Counterpart
Training Coordinator: Donald G. Bryan Contribution: Planned: 815,000,000
Status of CPs/Covenants: CPs for First Disbursement - all met. Actual: -] 697,674
X LOP Elapsed: z2x
% of Total Auth. Oblig.: 93%
Date of Last Evaluation: 00/u0/00 Next Evaluation: 03/01/93 % of Total Oblig. Exp.: 25%
Planned No. of Non Federal Audits: 3 NPAs contracted/completed: (] X of Total Auth. Exp.: 24%
Date of Last Rudit: N/A Next Audit: 08/31/93
iI. PRQJECT PURPOSE B. Major Outpute
Planned ——>RBccomplished
To enhance the participation of the Honduran populace in the local democratic Next X _of
process and improve the operational capacity of municipalities to respond to the LOP Period _Cum, Periou Period Cum, LOP
land, infrastructure and public service needs of their constituents. NATIONAL LEVEL
1. Formula based
REIATIONSHIP TO MISSION STRATECIC OBJECTIVES Revenue Sharing
adopted 1 1 1 0 1 1 100%
A. SPECIFIC LINKAGE TO S.0. The project is responsible for the S.0. indicator, 2. Urban Services
improved Public Perception of Local Governance and the output, Fourteen Devolved to Local
Municipalities Responsive to Constituent needs. Govarnments 1 ] /] ] 1] 1] ox
3. Ejidal lands
B. PERCZNT OF LOP FUNDS RELATING TO S.0.: 100x%. Transferred to
Municipalities 1 1 1 ] 1 1 100%
I1I. PROJECT DESCRIPTION 4. Municipal Particip.
in Management of
The project consists of a multifaceted initiative to increase citizen participation National
in decisions related to the allocation of land, public rervice facilitiea by Resources 1 4] 0 1 0 [+] 0x
municipal governments, and to improve the effectiveness of municipai government in
responding to citizens' needs for land, public services and infrastructure. The MUNICIPAL LEVEL
project is being implemented by key municipalities., selected Central Oovernment
Agencies, and the Ministry of Finance and Public Credit. 1. Annual Programming
and Budgeting 14 3 7 3 3 7 50%
1v. PROJECT STATUS 2. Public Service
Delivery, Systens
A. Planned EQPs Proaress to Date and Procedures 14 (1] (] 3 4 4 29%
1. Active invol t of pat 1. More than 30 "Cabildos Abiertos” took pl St phe
. tiva involvement of patro- . More an - os rtos” too! ace
natos and connunit{ ar%upl in all 14 municipalities. % IR nunlgipji gign:iggée::?gp..nt
in local governmen ifalogue. euthorities are using these “. abfldos™ to -
infora the community of specitic problems. Policies 14 -0 o 3 2 3 21%
2. Municipalities are analyzing 2. ICMA is providing TA to_12 of the 14 4. Maximiring effective
: anticigutlng needs, and plan: -unlciplgltiel in the 93 budget p;::iclpation of - 14 0 () o 4 4 29%
ning solutions with citizen preparation, to be discussed by citizens
input. municipalities/communities. S. Hugicipalilzzquu
and associations
3. The public looks to the muni- 3. TA provided to municipalities intends to functionin 2 1 1 0 1 1 50%
n s c raise co ity awareness of the needs of 9
S% :Eisgrsgcee::eé:. baei its pnrtf:?g;c on in nuggzipal'hevelop-:;t. 6. Training (persons) M_F ME MHE M F M F 3 F H__F
Long-Tern o 0 o0 oo 0 0 00 0O O Ox Ox
Tha Reglamento is read Short-Tern 1,632 408 oo 00 7210 419 70 570 135 35% 33%

4. Greater Iunicignl responsi~- 4.
bility and cuthority for
deliver of public services.

to be gublilhed and
will allowed greater flexibility to munici-
palities for ‘service provision.
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C. Other Accomplishments and Overall Status c) The project continues to work with the "Comisién Presidencial para la
Modern{zac{én del Eastado” and the recently created Decentraliration Sub-
The Municipal Development Project (MDP) was signed with the GOH in June, 1990 and has Committee in the process of identifying a decentralization leader and the

been designed to strengthen desocracy in Honduras by enhancing the participation of strategies to initiate an effective decentralization mechani{sa. The MPP
the community in the decision-making process of the local government and by i{mproving Project Manager participated as facilitator in a Decentralization Seainsr.

the operational capacity of the municipalities to respond to the land, infrastructure

and public service needs of their constituents. <Zhe project seeks to change the d) Initiated coordination meetings with IDB and UNDP 0ii collaborating efforts
manner in which municipalities approac’. and react to the concerns of their in the amunicipal sector.

communities. The project implementation strategy seeks to address a number of

different constraints for decentralization and municipal autonomy both at the e) Initiated Pie-avard survey for AMHON including FARS audi{t and RHUDO/CR
‘national and at the local level. At the national level, change will be addresged evaluation to define USAID cooperation with tha Institution.

with the central government and selected ministries or autonomous agencies which play

a role i{n the municipel operations. At the local level the project will work with £) Negotiated with "Secretaria de Obras PGblicas y Transporte - SECOPT" the

inclusion of 6 MDP municipalities in the "Peon Caminero” Project and the
municipalization of the project by decentralizing the rural roads

selected economically significant municipalities to improve the planning and
operational capacities to better respond to their citirenry. On a less intensive

basis, the project will work with other municipalities in specific technical aaintenance program.
assistance and training subjects.

3) A key step in the MDP regionalization effort was the creation of the Valle
Most of the major activities programmed to take place during the reporting period de Sule Metropolitar Zone (VSMZ), that was enacted in Septeamber 18 with

the participation of nine Sula Valley smunicipalities (E1 Progreso, La

have been completed:
Lima, San Pedro Sula, Choloma. San Manuel, Potrerillos, Puerto Cortes and
1. Different alternatives were discussed at the Mission's senior level to change ?imienta).
the Project TA and training components to a cost effective strategy which was
duly approved and is in the implementation piocess. h) In the training area, several events have taken place during the reporting

period.

2. Asgessments for Choluteca, Comayagua and Siguatepeque were completed. Letter
of Agreement vas signed with Choluteca. Comayagua and Siguatepeque will follow -
early in the next period.

“Primer Encuentro de Alcaldes”., in which 276 out of 291 Honduran
mayors participated.

- Seminar on the Municipal Law for Mayors and Executives of National
Institutions to discucs local responsibilities.

3. The Agreement between National Cadaster and the Min{stry of the Interior
("Gobernacién”) for the use of 1L3.0 million of counterpart funds was signed.
National Cadaster has signed contractas wiz*h the private sector to perform
cadastral work in four municipalities (El Progreso, Siguatepeque, Juticslpa and -

Catacamas). The work will be completed before 12/31/92.

Three clinics at the regional level, focused on community
participation mandated by the Municipal Law.

4. “Gobernacién”™ was designated to chair the “Sub Comisién de Modernizacidn del - Budget preparation seminar for 12 of the 14 participating
Estado para Descentralizacién” created by the Presidential Commissicn. However municipalities.
substantial TA will have to be provided before "Gobernacién" becomes a real

leader in decentralization. 2. At the local level:

5. The project has completely restructured AMHON and {s providing substantisl staff a) Completed first phase of TA to 4 municipalities end signed Letters of
support to guarantee that the changes initf{ated are fully iwplemented. This Agreement to continue providing TA in specific areas of interest not
will serve as the basis for establishing a more permanent relationship with the covered in the initial intervention.

Institution tkrough the signing of a Cooperative Agreement expected to take
place by the middle of next period. b) Spacialized financial assistance was provided to San Pedro Sula, {n an
eftc -t to p-epare a future financial plan to improve municipal finences

Other accomplishments during the reporting psriod may be summarized as follows: in the city. Also, a corplete assessment of the municipal operations was

initiated, to be umed as the basis for a Letter of Understanding.

1. At the national level:
c) 1In addition to the training for mayors and wmunicipal staff on the

Municipal Law, two HOPS trainees departed to the U.S. for a four month
training course and six participants began predeparture training in
sunjicipal management. Also tha process for selecting 40 HOPS participants

a) Rs a result of changes in implementation strategy, project maragement has
cogpleted the following actions:

- conpleted documentation and advertisement for the cintracting of eight was initiated.
non-PSCs for Municipal Development Advisors (M”As) and one non-PSC
Community Development Advisor (CDA). Selection will be cospleted d) The project status was reviewed with the 14 municipalities and the
early next period. implementation strategy was explained. Also, mestings to evaluate and

adjust ICMA TA provided to the first four municipalitiea took place.

- issue of purchase orders to the University of San Pedro Sula and the
Technological University in Tegucigalpa to provide four modules each e) Aczessment of career training needs at mid management level in group one
of non-formal academic training for participating municipalities municipalities.
staff. These POs will train approximr~ely 70 people in a four sonth

£) The project is at pace with targets for gender identified traineas with
a total of 135 women (or 33%). The project anticipates inclusion of a

b) Dislogue with the Ministry of the Interior ("Gobernacién”) has continued. large percentage of women &s training is implemented in the community

An analysis of the "Direccién de Asesoria y Asistencia Técnica participation area.

Municipal®” (DGAATM) has been completed. The results of this TA will

provide the Ministry and USAID with a vision of the future responsibilities

of the DGAATM as the central government (policy maker) with respect to the

municipalities.

period.
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April 1, 1992

Problems_and pelavs

The redesign of the Training and TA strategy will further delay some of the training
activities. Nevertheless, a great deal of training events have taken place during
the period.

The ProAg amendment dealing with counterpart funding was postponed until October

1992.

E. Major Activities and Corrective Actions During the Next 3{x Months

1. Complete hiring of 8 MDAs and the CDA.

2. Complete and evaluate the pilot training activities with the USPS and UNITEC.

3. Signing of Cooperative Agreement with AMHON.

4. Completion of training strategy.

5. Completion of selection process and sending HOPS and CAPS candidates to the US.

6. Working arrangement with "Gobernacién” for the use of counterpart funds.

7. Completion of assessments in seven municipalitiec of the project (La Ceiba. San
Pedro Sula, Tegucigalpa, Tocoa, Catacamas, Juticalpa and Puerto Cortés).

8. Define and examine the alternative management structures of the proposed
Technical Assistance and Training Local Institution (Foundation, FVD, =tc.).
Begin steps necessary for implementation.

9. Completion of cadastral work in four municipalities and initiation of
contrecting procedures for continuing with the program.

10. Negotiation of ProAg amendment with Hacienda to review and define the use of
counterpart resources, after Mission review of overall GOH counterpart
requirements.

11. Signing of Letters of Agreement with Comayagua and Siguatepeque.

Septenber 30, 1992
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I. CXGROUN, ATA

Project Title: international Executive Service Corps

Project Number: 522-0361

Date of Authorization: original 03/08/89

Date of Obligation: original 03/08/89 Amendment 01/30/90
PACD: original 03/31/91 Amended to 12/31/92

International Executive Service Corps (1ESC)

Implementing Agency:

Major Contractors: N/A

Project Manager: Richard Whelden

Status of CPs/Covenants: N/A

Date of Last Evaluation: 00/00/00 Next Evaluation: 11/01/92
Planned No. of NFAS: o] NFAS Contracted/Completed: N/A
Date of Last Audit: 00/00/00 Next Audit: 00/00/00

PROJECT STATUS REPORT
April 1, 1991 - September 30, 1992

A.

EINANCIAL DATA

Amount Authorized:

Amount Obligated:

Amount Committed:

Accrued Expenditures:

Counterpart
Zontribution:

% LOP Elapysed:

X of Totel Ruth. Oblig.:

X of Tor~:i: :blig. Exp.:

X of Tot«i iuth. Exp.:

DA Grant: original

DA Grant: original

Period:
Cunulative:

Period - Projected:
Period = Actual:

Cumulative:

Period - Next:

Planned:
Actual:

950,000
450,000

0
950,000
255,000
396,344
920,852

29,148

1,336,190
1,036.800

11.  PROJECT PURPOSE

To upgrade managerial and marketing skills, and to improve production technologies
of Honduran companies.

N M1SS10

A. SPECIFIC LINKAGE TO 8.0, Project directly cupports Mission's S.0. No. 2,
Increased Private Sector Investment, Production and Trade by providing technical
assistance and training aimed at increasing the production and marketing capabilities
of sm=11 Honduran businesses.

B. FERCENT OF LCP FUNDS RELATING TO S.0.: 100%

I11. PROJECT DESCRIPTION

The Grant supports 1ESC's efforts to provids technical consultancies to Honduran
businesses and private organizations wnile improving the efficiency of the IESC
program in Honduras.

A. Planned EOPs Brogress to Date

1. Companies reporting increased profits 83

Conpanies using new
production technologies

Companies adopting
administrative or other
management reforms.

Componies increasing annual
sales by a minimum of 20%.

Major Outpute

Employment

a) New Jobs Generated

Male
Fenale
b) Jobs Maintained
Male
Female

Technical Assist.
Completed

Geographic coverage
increased to 9
departments

Projects in Agri-
cultural Sector (X)

Training

Long~-tera
Short-term

680
400
280

500
300

140

88
88
88

100
50

200
10C
100

88

909
532
377
4616
2961
1655

124

10

20
10

88
88

910 134
534 134
376 134
4680 585
3002 600
1678 559
126 90
9 100
30% 100
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C. on [}

The project completed 14 technical assistance contrzcts during this period. This is
only 50 percent of the 25 projected for the period. However, in teras of cumulative
totals. 1ESC has completed a total of 133 technical assistance contracts, only seven
contracts short of the goal of 140 contracts under this grant. IESC expects to
complete at least four more contracts before the end of this calendar year.

This project was designed to upgrade managerial and marketing skills, and improve
production technologies of Honduran companies. To date, as a result of technical
assistance provided under the project, 83 companies have increased profits; 106
companies report that they are using new production technologies: 90 companies have
adopted administrative or other management reforms, and 59 companies have increased
annual sales by a minimum of 20 percent.

b. m n e 8

There are no implezentation problems at this time. The project has achieved the goal
but, because of USAID/Honduras rsduction in staffing and funding levels, the Miesion
has informed IESC that it will not continue funding the project beyond the 12/30/92
PACD. Estimates submitted by IESC indicate that there are sufficient funds to
continue the project until the PACD. The end of project evaluation previously
projected for August of this year has been delayed but the scope of work for this
evaluation has been drafted.

E. Mafor Activities or Corrective Actions During the Next Three Months
1. Carry out a minimum of four additicnal technical assistance contracts.
Contract an evaluation team to conduct the end of project evaluation.

pispose of the assets of 1ESC and determine whether severance obligations are due
the employees.
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X. BACKGROUND DATA

Project Title:

Project Kumber:

Date of Authorization:
Date of Obligation:

Cortés Chamber of Commerce and Industry (CCIC)
522-0363

original 03/08/89

original 03/08/89 Amandment 03/31/90
PACD: original 03/07/92 Amendment 03/31/93
Implementing Agencies: Cortés Chamber of Commerce and Industry {CCIC)
Major Contractors: N/A

Project Managers: Scott Taylor/Richard whelden

Status of CPs/Covenants: N/A

00/00/00 Next Evaluation: 12/31/92
O NFAs contracted/completed: N/A
Next Audit: G0/00/N0

Date of Last Evaluation:
Planned No. of Non Federal Audits:
Date of Last Audit: 09/28/90

A. FINANCIAL DATA

Rmount Authorized: DA
Amount Obligated: DA
Amount Committed: Period:
Cumulative:

Period - Projected:
Period - Actual:
Cumulative:

Period - Next:

Accrued Expenditures:

Counterpart
Contribution: Planned:

Actual:

% LOP Elapsed:

X of Total Auth. Odlig.:
X of Total Oblig. Exp.:
X of Total Auth. Exp.:

Grant: original 8
Grant: original $

S
S
]
]
-]
S
S$1
$1

675,000
300,000
8.246
675,000
34,000
21.080
398,711
263.800

.704,.464
.642,953

epended to 8§ 675,000

ERQJECT PURPOSE

To &dvance the development of private enterprise and generate productive employment
by supporting the activities of the CcCIC.

E ONSHIP MIS EG 8
A. SPECIFIC LINKAGE TO S8.0. This project is directly related to the Miasion's
Strategic Objective No. 2, Increase Private Investment. Promotion and Trade. The
project has contributed to the program outputs of creating an attractive investment
climate eand increasing the competi{tivenesg of the export sgector.

B. PERCENT OF LOP FUNDS RELATING TO S.0.: 100%

TI1. 'ROJE! DESCR 1

The project will promote employment generation and increase new private investment,
exports and production by supporting the CCIC's activities.

1V.  PRQJECT STATUS

B. Mafor Ouytputs

Major new investments
facilitated

New jobs resulting
from investments

Policy dialogus actions
conpleted

Trade fairs/investment
nissions

Potential investors
hosted

Training %
Long-term
Short-ters

M
00 00
00 00

HE
00 00
00 00

A.

Planned FOPs

Self-gsufficiency and
institutional strengthening.

Export and investment
promotion.

rxport Processing Zones

Public educated on
privatization issues and
supportive of GOH economic
program.

Progress to Date

The CCIC currently is covering 82% of
its operating expenses.

The CCIC continues the promotional
zctivities to develop export
processing zones.

The CCIC has played an important role
in promoting the development of Export
Processing Zones (EPZs). To date, five
EPZs are orerating and two are under
construction. In addition, three
privately owned Free Trade Zones (FTZs)
are operating.

The CCIC has taken the lead in
dialoging with the GOH regarding the
privatization of public utilities. The
CCIC continues to conduct seminars on
{ssues related to the OOH econc=ic
reform program,
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C. Other Accomplishments and Overall Status

The Corté&s Chcmber of Commerce and Industry (CCIC) is one of the country's leading
private mector organizations and is the most influential organization of its type in
the North Coast region of Honduras. The CCIC continues to contribute substantially
to the economic development of Honduras. As a result of a longstanding tradition of
involvement in the Honduran socioeconomic and political environment, the Chamber has
evolved into a powerful presence in national a’fairs, especially in San Pedro Sula
where the CCIC is based, as well as in the surrounding Sula valley region, the most
important economic development pole in Honduras.

On September 10, 1992, a no-cost extension of the Project was granted extending the
Life of Project through March 31, 1993.

The CCIC continues participating with the Honduran Council for Private Enterprise
(COHEP) to expedite the approval of different laws by the Congress., some of which
subsequently have been approved. The CCIC also participated in different meetings
held with key private and public sector organizations to review and discuss for
subsequent approval important legislation affecting the Honduras investment climate
and the economic and social well being of Hondurans. The most important of these
were: 1) implementing regulations for the new Investment Law approved on September
19, 1992: 2) law and regulations for the new GOH Institution, Housing Social Fund,
“FOSOV1I™: 3) implementing regulations for the new Municipal Law; and 4) various
bilateral and multirateral agreements affecting trade and investment.

puring this period CCIC's membership was reduced by 37 members due to the closing of
companies in San Pedro Sula. The CCIC's goal during the next 6 months is to increase
its increase membership by 20 memberg, for a total of 1,450 members.

The CCIC continues to promote and support the EPZs and to assist trade miss{ons to
and from Honduras. During the life of thia project 2780 jobs have beean generated.
of which, spproximately B5% are held by women.

The CCIC will be the intermediary organization for implementing the findings and
recommendations of the EPZ baseline study carried out by Price Waterhouse. Frice
Waterhouse delivered the final report on October 15, 1992. The study will be used
to prepare profiles in which specific recommendations, strategies and prograss will
be formulated to meet the identified needs. The project profiles will be used to
promote private, public or joint private/public investment. As part of its
activities to promote exports and new investments, the CCIC hosted investament
missions from the U.S., Taiwan, Korea, and the Peoples Republic of China.

The CC1C continues working on issues related to free enterprise commerce, the
privatization process and export promotion and investment through different private
and public sector institutions to improve snd maintain a favorable climate for

investment.

Mr. Miguel Soto, CCIC's Manager for International Pelations and liasion official with
the Mission, resigned on July 6, 1992: Mr. Edgardo Reynaud, formely Manager for
economic related matters, has been appointed this position.

Aithough ths PACD was extended to March 31, 1993, it is certain th;t the remaining

grant funding will not be fully expended prior to this date. An additional one year
extension is being considered, which will permit the CCIC to implerent the EPZ

baseline study.

E. v, e t

1. The CCIC, in conjunction with the Mission, will continue working to implement the
privatization program. A detailed communications strategy is being preparcd by
the CCIC to accelerate the OOH's privatization progran.

2. The CCIC will work on a new propogal for a possible follow-on Grant.

3. The CCiC will increase its pembership by 20 new members.

4. The CCIC will begin developing profiles to implement the recommendations of the
EPZ baseline study.
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1. CKGRO DAT. A. FINANCIAL DATA
Project Titla: Honduran Peace Scholarship Project 11 (HOPS I1) Amount Authorized: ESF Grant: original 815,000,000
Project Number: 522-0364
Date of Authorization: original 06/21/90 Amount Obligated: ESF Grant: original 81,216,800 amended to $ 6,116,800
Date of Obligation: original 06/21/90 Amendment 09/20/91
PACD: original 06/30/98 Amount Coomitted: Period: 8 80,901
Isplementing Agencies: N/A Cumulative: 8 2.419.646
Major Contractors: Academy for Educational Development (AED) Accrued Expenditures: Period - Projected: 9 528,000
Honduran Advisory Council for Human Resources . Period - Actual: 8 591,333
Development (CADERH) . Cumulative: 8 922,553
Project Manager: Ned van Steenwyk Period - Next: 8 706,500
Status of CPs/Covenants: N/A Counterpart
Contribution: Planned: /A
Actual: N/A
Date of Last Evaluation: ongoing Process Next Evaluation: 03/31/93 % LOP Elapsed: 28x
Planned No. of Non Federal Audits: O Non Federal Audits contracted/completed: O X of Total Auth. Oblig.: 41%
Date of Last Audit: 00/00/00 Next Audit: 00/00/00 X of Total Oblig. Exp.: 15%
% of Total Auth. Exp.: 6%
II. PROJECT PURPOSE B. Major Qutputs
Planned —Rccomplished
To equip a broad base of leaders and potential leaders in Honduras with technical Next
skilla, training and academic education, and an sppreciation and understanding of the LoP Period _Cue, Period Peziod Cum., LOP

working of a free enterprise economy in a democratic society.
Persons begining Pre-

ON E Departure Training B r ML | - I 4 |, D A HE ME N L
A. SPECIFIC LINKAGE TO 8.0.: The project relates directly to S.0. No. 5; More 1. Long-term 60 40 18 22 44 33 g 0 20 13 46 24 77X 60%
responsive Selected Democratic Institutions and Processes with Greater Citizen (a) Technical 12 8 0 4 12 6 o 0 5 1 17 3 142x 38%
Participation through the cumulative number of people having completed the (b) Acadenic 48 32 18 18 32 27 0 0 1512 29 21 60%x 66%
“Experience America”™ program while receiving training in the U.S. 2. Short-term 240 160 45 45 72 53 28 32 0 0 27 8 I %X

B. PERCENT OF LOP FUNDS RELATING TO S.0.: 100%
II1. PROJECT DESCRIPTION Persons {n U.S. Training M £ M ME MM E BEF MEFE M L

The project will provide 500 short and long-terms 3cholarships for studies in the U.S. 1. Long-term 60 40 2611 2711 33 13 2611 27 11 45% 28%
These scholarships will contribute to: (1) a more stable social, political, and (a) Technical 12 e 12 2 13 2 17 3 12 2 13 2 108x 25%
economic environment which is conducive to economic development: (2) complement other {b) Academic 48 32 14 9 14 9 16 10 14 9 14 9 29%x 28%
national efforts for developing a human resource base with capable leaders for 2. Short-term 240 160 23 3 27 8 24 9 12 2 16 7 7% 4%

managing and implementing national policies and programs; and (3) strengthen ties of
fricndshiz and understanding between the U.S. and Honduras.

IV.  PROJECT STATUS

A. Planned EOPs Progress to Date
1. Returned Peace Scholars are Monitoring mechanisms and activities were
employed in their areas of designed and specified in tha project paper Returned Peace Scholars M r NP N M | A Mr n r
expertise and applying the for each stage of project implezentation
skills learned in the U.S. (recruitment, selection., pre-departure 1. Long-term 60 40 0 O [ +) o o0 o0 0 0 Ox 0%
2. Returned Peace Scholars are preparation, U.8. training, and follow-on) (a) Technical 12 8 0 0 0o 0 o o0 o 0 0 0 X
active and influential in for facilitating the realization of these {b) Acadeaic 48 32 0 O o 0 0 © o0 0 0 &x X
community or professional EOPs. 2. Short-term 240 160 4 S 4 5 24 9 4 5 4 5 XX
affairs.
3. Peace Scholars have 36 short-term and 70 long-tera scholarship
benefitted from the program recipients have been selected tc date: 63
in terms of either finding a Peace Scholars are currently in the U.S.:
job or having increased 33 are receiving pre-departure training: 9
responsibility or salary. primary school teachers returned; and 1
4. Peace Scholars have trainee was cancelled.

maintained linkages with the
U.S. after return home.
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PROJECT STATUS REPORT
April 1, 1992 - September 30, 1992

C. Oth Accom ente a

The HOPS Il project is the second phase of the Caribbean and Latin American
Scholarship Program (CLASP 11), and has integrated HOPS 1 and HOPS 11 follow-on
activities with Peace Scholars from both projects as well as former CASS/CASP and
ROCAP Peace Scholarship recipients.

An internal evaluation of the project was conducted as planned. The USAID/Honduras
evaluation team concluded that the project is on target for most activities with the
exception of the award of short-term scholarships (see problems and delays below).
An external evaluation team will be contracted in the next reporting period to assist
the Mission in reviewing current project implementation strategies and project
outputs in light of severe projected obligation reductions. The external evaluation
will also focus on pre-departure training objectives and strategies. Experience
America and leadership training in the U.S.. and the impact of follow-on activities,
to ascist the Mission in defining priorities for HOPS II with projected reduced
funding l1evels.

puring thie reporting period 37 long-term and 14 short-term scholars departed for
studies in the U.S. In addition. the second group of 33 long-term academic
scholarship recipients was selected. Predeparture training began for this group of
scholars who will depart for studies in the U.S. during 1993. Distance learning
strategies for pre-departure training were successfully executed as planned with
short-term scholarship recipients. This alternative provides a less costly delivery
mechanism for pre-departure training for short-term technical scholarship recipients
and will be used whenever possible to ccampensate for the reduced levels of funding
discussed below.

The HOPS 11 computerized Training Tracking System (TTS) was complcted and installed
in project computerc as planned. The TTS permits the loading of data from the CLASP
Information System {(CIS) into the TTS. The Mission is currently evaluating the
feasability of integrating OIT's P10/P generator and Participant Training Moni{toring
System (PTMS' into the TTS to further simplify processing, tracking, evaluation., and
reporting on CLASP Peace Scholars.

Scholarship priorities for ruture short-term academic acholarships were reviewed by
USAID technical offices based on the Mission’'s Program Performance Assessment System
(PPAS) Strategic Objectives, th= 1993-94 Action Plan, and projected reduced funding
levels for the project.

CAPS and HOPS X follow-on activities are fully integrated into HOPS 1X. During this

reporting period, 994 people benefitted from KOPS II follow-on activities, bringing

the cumulative total of follow-on beneficiaries to 5,718. HOPS II continues to

provide support for the National Association of Former Scholarship Recipients for the

Development of Honduras (ANEDH), and former CASP/CASS and ROCARP Peace Scholars.

ANEDH selected and hired a full-time Executive Director to execute the association’s

1992-93 operational plan during this reporting period. Project follow-on activities

during this reporting period included:

-1 re-entry seminar for returning scholars:

-7 workshops for long~term CAPS scholars on various subjects:

-ANELA's annual national congress:

-1 national meeting and 6 regional workshops for CAPS environmental educators

~2 seminars for CAPS apple and vegetable production scholars:

=1 seminar on the design and implementation of 4 community development projects

executed by former CAPS scholars in the Mosquitia:;

-Field trips to 13 rural primary schools by HOPS 1I primary teachers to assist other
teachers and define additional activities for 1993: and

=1 initial seminar for ROCAP''s former CAPS scholars from Handuras.

Broblems ang Delave
funding levels for HOPS II &re substantially belcw the amounts originally projected

for the project. Finc: funding levels are uncertain but the project may receive less
than 50X of the originally authorized amount of $15,000,000.

As a result of reduced funding levels, HOPS II will not be able to award the planned
400 short-term scholarships (see B.2 ahove). The award of short-term scholarships
planned for this reporting period was suspended. Nevertheless, with funding beconing
available from reserves under HOPS I (see HOPS I SAR), HOPS I will be able to award
additional short-term technical scholarships which wi{ll compensate for reduced
numbers of short-term sacholarships under HOPS 1I. In this manner, the total number
of scholarships for short and long-term studies undcer HOPS I and IX should be
approximately 550 long~term and 1,750 short-term scholarships, which is very clese

to the combined total anticipated for the Mission's HOPS 1/1I Peace Scholarship
programs. Also, the HOPS II cdemand driven short-term technical scholarship program
will nov be implemented under HOPS I.

Female participation is now at 34X for long-tera scholarships and 23X for short-tera
scholarship recipients. The project is experiencin; difficulties in recre’t.ag and
selecting femalas because of traditionai gender biases in somi: of the Mission's
highest priority scholarship areas. The project will continue to review and revise
scholarship priorities, recruitment and selectioc.a strategies to encourage a ainimua
of 40X fenale scholarship recipients for the LOP. Future scholarship priorities will
also target sectors which can assure higher levels of female participation.

E. Major Activities or Corrective Actions During the Next Six
Months

1. Auuzie that a minioum of 40% of the new ghort-tera scholarship recipients are
females.

2. Contract and conduct an external evaluation of ROPS II.

3. Reach a decision regarding the feacibility of integrating the PIO/P
generator and PTdS into the HOPS II coamsputerized Training Tracking
System (TTS).

4. Implement approximately ten follow-on sexinars and training
programs for a minimum of 1,000 beneficiaries.




PROJECT STATUS REPORT
April 1. 1¥S2 - Saptember 30, 1992 AX_

1. BACKOROUND DATA A. FINANCIAL DATA

Project Title: Structural Adjustment Program (SAP) Anount Authorized: ESF Grant: original
Project Number: 522-0365

Date of Authorization: original 08/05/92 Imount Obligated: ESF Orant: original
Date of Obligation: original 09/10/92

PACD: original 09/10/93 Amount Committed: Period:

Implenenting Agsncies: Ministry of Finance and Public Credit and Central Bank Cumulative:
of Honduras : Accrued Expenditures: Poriod ~ Projected:
Major Contractors: None Period - Actual:
Project Managers: Lorraine Simard, Richard Whelden (Local Currency) Cumuletive:
Status of CPs/Covenants: All substantive CPs to first dis-bursement have been Period - Next:
mat, although we await formal notification by the OOH. Counterpart
Contribution: Planned:
Actual:

Date of Last Evaluation: 00/00/00 Next Evaluation: 00/00/00 ] LOP Elapsed:

Planned No. of NPFAS: N/A NPAS Contracted/Completed: N/A % of Total Auth. Oblig.:

Date of Last Audit: 00/00/00 Next Audit: 02/00/%R0 X of Total Oblig. Exp.:
X of Total Auth. Exp.:

11.  PROJECT PURPOSE

To (a) provide balance of paynents support to Honduras, pormitting urgently needed
private sector imports and (b) support structural adiustment of the Honduran Economy.

IV. PROJECT STATU3

BELATIONIHIP TO MISIION STRATROIC OBJECTIVES

A. SPECIFIC LINKAGE TO S.0. The SAP directly supports 8.0. Nos. 1 (incres=zed
agricultural investment, production, and exports) and 2 (increased private
investment, production, and trade) by conditioning funds disbursezment on specific

policy improvements that are essential to achievement of the S.O.s.

B. PERCENT OF LOP FUNDS RELATING TO S.O.s 100%
I111. PROJECT DESCRIPTION

The SAP focuses on policy improvemants in the agriculture, trade and investment, and
financial sectors. 1t also sudporte continued GOH progress in the area of
privatization and in economic stabilization efforts under the GOH progrem with the
IMF,

PROJECT STATUS
A. Planned EOPs Brogress to Date

The FY 1992 SAP calls for: All implementing regulations under the Ag
(1) progress in implementing the Law have been drafted and are in various
Ag Modernization Law and the stages of approval. Most implementation
Investment Law, (2) progress in regulations for the Investment Law have
implementing financial sector been aspproved. The GOH has exceeded the
reforms, (3) five privatizations, required five privatizations for 1992.
(4) trade tariff compression, and Trade tariffs have been reduced to the 5-
(S) progress in meeting IMF sta- 20X range. The GOH has taken all first
bilization targets. steps toward financial sector raform that
are part of the first phase of the SAP.
It appears that the OOH i fully
implementing its economic project and
complying with the IMF agreement.




FROJECT STATUS REPORT
April 1, 1992 - Septeeber 30, 1992

C. Qther Accomplishments and Overall Stsius

The Mission and the GOH did not sign th: 1952 SAP until nearly the end of the
reporting period. Honetheless, progress toward firat disbursement has proceeded
apace. All CPs have been subatantivery met, although one, repeal of previous
legislation in conflict with the new Investment Law, occurred shortly after the end
of the April-September reporting period. Having met this last condition, we expect
the GOH request for disbursement shortly.

Other key measures paving the way for first disbursement include:

1. Agriculture. Progress in implementation of the Agricultural Modernization Law.
All implementation regulations have been drafted. The four regulations dealing with
land tenure have been approved by the GOH and currently await publication in La
Gaceta. Other sets dealing with reorganization of the sector, agriculture marketing.
and the Seed Capital Fund awaiting the Minister’'s signature. Others have not
progressed as far.

2. Trade and Investment. The GOH approved all implementing regulations for the the
new Investment Law. It also compressed trade tariff rates to the 5-20X range and did
not introduce any customs exonerations.

3. Financial Sector. The Central Bank (BCH) agreed to lower the reserve requiresent
to 30% in 1992, set a floor on rediscount rates to keep them at least as high as the
marginal cost of savings mobilization by the banking system, made satisfactory
progress toward unifying the administrative operations of BCH rediscount linex; and
gained Congressional spproval of legislation allowing foreign-exchange trading by
foreign-exchange houses.

D. Problems and Delays
None
a tiv v
Execution of first disbursenent.

Movement toward second disbursement.

Preparation and approval of FY 1993 SAP Concept Paper (depends on funds
avajlabilicy).




I. BACKGROUND DATA

Project Title:
Project Number:

Date of Authorization:
Date of Obligsation:
PACD:

Implesenting Agencies:

Major Contractors:
Project Manager:

PROJECT STATUS REPORT

April 1, 1992 - 3eptember 30, 1992

Private Sector Pcpulation 11
522-0369

original 05/25/89
original 07/21/89
original 01/21/95
Asociscion Hondurefia d¢ Planificacion de PFamilia
(ASHONPLAYA)}/ Foster Parents Plan (Plan en Honduras)
The Population Council

Franciscc Zamora

Amendaent 02/22/92

Status of CPs/Covenants: Met

Date of Last Evaluation: 04/10/92 Naxt Evaluation: 06/01/94
Mo. of NFAs plenned: 0 NFAs contracted/completed: O
Date of Last Audit: 00/00/00 Next Audit: 00/00/00

A. EINAXCIAL DATA
Amounc Authoriszed:
Amount Cbligated:

AmGunt Committed:

Accrued Expenditures:

Counterpart
Contribution:

X LOP Elapsed:

% of Tctal Auth. Oblig.:
X of Total Oblig. Exp.:
X of Total Auth. Exp.:

- 58 =

DA/ESF Grant: originsi 816,000.000

DA/ESF Grant: original 8 957,000 amended to 810,454,000
OYB transfer (contraceptives): 8 459,000

11. EROJECT PURPOSE

To contribute half of the increase in contraceptive prevalence (percentzge of couplas
in union of reproductive age using family planning methods} from 41% in 1387 to 50%
in 1994.

E i H

A. SPECIFIC LINXAGE TO S8.0.: The project rslatex directly to Strategic Objective
No. 4 Healthier, Better Pducated Hondurans by reducing reproductive related risk for
women and children.

B. PERCENT OF FUNDS RELATING TO THE MISSION STRATEGIC OBJECTIVE: 100%

111. FROJECT DESCRIPTION

The two principal components of this project are: 1) strengthening ASHOKPLAFA's
ability to provide medical/clinical, community distribution, and sociel marketing
se-vices to more Hondurans, with an emphasis on rural areas: and, 2) assisting locel
private voluntary organizations tu integrate family planning into their country
programs, thersby increasing total coverage.

IV.  PROJECT STATUD
A. Planned k.8

1. Expansion of Community 1.
Distribution of

Erogress to Date

Accomplished. Distribution posts have
increased from 1,450 to 1,793.

contraceptives to 1,760
poata.

2. Reorganize and exzpand 2. Accoaplished. Products are now in
Contraceptive Social nearly 100X of pharmacies.
Marketing Program.

3. Clinical services availesble 3. Accompiished. All five are fully
ot five regional centers. operational.

4. Expand the Inforsation, 4. Comsunication strategy has been

developed and is being implemented.

Fducation, and Communication
Progran.

B. Msior Qutputs

ASHONPLAFA
1. a) Voluntary Surgical
Contraception
(new users)
Total
Women
Men

TOTAL OBLIGRTED 810,904,000
Period: $ 201.26% 8 (A1D/W)
Cusulative: $ 7,608,013 3 7,608,013 {TOTAL)
Period - Projected: $ 1,219,000
Period - Actual: 8 896,147 $ (AZD/W)
Cumulative: 9 5,792,032 8 5,792,032 (TOTALj
Period - Next: 8 1,100,000
Planned: 8 8,911,457
Actucl: 8 5,766,507
59%
68%
53%
36%
Planned ——Accomplished
Next Xxof
IOP Period _Cun, Period Peried <Cum., IOP
58,600 6,295 32,543 6,910 5,53% 31,783 S4x
58,100 6,203 32,183 6,820 5,473 31.451 54x%

500 90 360 90 62 332 66%

b) Temp. Methods(CYP) 12,714 12,000 13,336 13,000 13,336 13.336 5%
2 CYP=Coupls Yearu Protection
Marketing (coM) Sales
{0008),
Pills 792 70 455 72 54 439 55%
pills (LD) 828 L1 289 57 47 281 34%
Conloas 3,273 330 2,149 418 282 2,101 64%
LD=Low Dose
3.
Pills 3,437 300 1,826 328 327 1,853 34x
Condons 2,038 212 1,430 196 187 1,405 69¢
Foam Tab. 319 9 57 12 12 60 18%
FOSTER PAREHTS PLAY
1. Referrals 2,400 680 990 100 (13 375 1iéx
2. Iraining | W 4 nre ME. M r M F W X MF
Short Term 384/1536 252 421/1683 43/214 10/6 33671536 HB6%
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PROJECT STATUS REPORT
April 1, 1991 - September 30, 1992 A B_X c ___
Cc. ot omp] { shme: s IUD has to be done. Therz is a shortage or lacl of posters, pamphletu, and other
educational literature to get more people interested in family planning. PLaa will

The Population 1@ project is designed to build upon gains made during the Private
Sector Population I Project. The sector goal to which this project will contribute
is to reduce the Total Fertility Rate (defined as the number of children a woman
would have if. as she passed through her reproductive years. she had the fertility
rate each age gvoup is now experiencing) from 5.6 to 4.7. 1n order to increase the
availability and accessibility of voluntary family planning services in Honduras, the
project primarily provides support to three service delivery programs of the Honduran
Family Planning Association (ASHONPLAFA): 1) Community Services: 2) Sociel
Marketing: and 3) Medical/Clinical Services. The project also supports other private
organizations interested in providing family planning services.

The midterm evaluation report was completed and delivered during this semester.
ASHONPLAFA and the Misaion are studying the recopmendations mades by the evaluation
team and will decide on an agreed workplan in order to make the necessary adjustments
to the project. On their own, ASHONPLAFA has already started to implement some of
the recormendations. However, other recommendations are of a more complicated nature
and will need to be discussed before they are addressed.

The Zpidemiology and Family tealth Survey for 1991 was completed for Honduraes during
this period. Data collection went well and analysis of the results waz started with
several preliminary reports already presernted to the Government and other
organizations. The results of the fam!ly plannirg section indicate an increase in
contraceptive prevalence from 41 percent in 1987 to 47 percent in 1991, although the
biggest {ncrease was in non-modern methods. In any case, the results point to an
increase in interest and demand for family planning.

In the Social Marketing Progras (commercial retail sales of contraceptives)., the
performance remained fairly static possibly due to temporary shortages of staff and
the initiation of a number of activities that will bring vetter results during the
next period. For example, much time was concentrated in doing a pharmacy survey
whose results show that ASHONPLAFA's products were available in 97% of the pharmacies
and that its products dominate the contraceptive markect in Honduras. & baseline
study was also carried out to determine the effect of nroduct advertising. The
resultc of the latter study are being analyzed to make modifications 1n publicity
campaigns. The program made its presence known via radio and television stations
through educational and promotional spots such as animated cartoons to sell oral
contraceptives. Finally, 50,000 pamrhlets were publighed and ars being distributad
free at pharmacies to educate customers about family planning. The staff shortage
has been corrected and all of the promctional efforts ghould start paying off during
the next period.

The Hedical/Clinical Progrsa saintains the number of surgical sterilizations
approximately on schedule and extra training in vssectomy for ASHONPLAFA physicians
is being carried out to increase this service. ASHONPLAFA has also bez:: a vasectormy
training program for Ministry of Health and Social Security Institute phyasicians due
to the demand for training by health personnel. A third VWomen's Health Services
clinic opened in Choluteca in the southcrn section of Honduras and a fourth in La
Ceiba in the northern coast. These Women's Clinics prcvide gynecolagicel. prenatal,
end postnatal services and are exposing many more women to family planning services
they would not normally have been offered.

The Commmity Services Program, distributes contraceptives through neighborhood
volunteers, who receive small fees for their sales. During this period, the prograa
met 100X of its seles goals and it exceeded the Life Of Project goal for
contraceptive distribution posts. Many of these posts were opened with the
cooperation of PVCa such as World Relief, 3ave the Children, and Foster Parents Plan
Intarnational. Training and educational activities were accelerated also. A booth
was set up at a regional fair in which educational materials and contraceptives were
handed out. Groups of asocial workers, nurses, and other health personnel vere
recipients of family planning instruction and books through the community services
program. Finally, many more contacts were established with large factories to

promote family planning services.

Foster Parents Plan ‘nternational (PLAN) is the second major grantee under this
project. A fiva-year operational program grant for $355,700 was awarded to PLAN to
permit it to integrate family planning activities into its regular program.
Activities include training, education and referrzl.

PLAN has now trained about 50X of the nurses and phyaicians in IUD insertion. Many

work with ASHONPLAFA and the Ministry of Health {0 procure end distribute more of
this material in the project areas.

The Population Council, a U.S. organization, recomsends and manages smz.l grants to
locel PVOs for family planning activities. With the approval of the CARE proposal
this semeste. 211 subgrants have now been made. The country office is operating well
with a new advisor who began work in April 1992.

The majority of the services provided by this project benefit wcaen directly through
improved health and economic welfare.

D. Problems and Delays

1. The Social Marketing Program's atteapt to parket a new coniraceptive pill and a
new condom has been very slow due to difficult negotiations with the'pharssceutical
company.

2. AID/W Contracts Office refused to execute PIO/Ts for buyinas to RAPIDS IV, FPPMD,
and INOPAL 11 becsuse they were to be financed with funds slready obligated to the
ASHONPLAFA Cooperative Agreement. Funds would have to be deobligated from the grant
to be used. After discussions with AID/W Procurement and General Counsel staff, it
was decided that the Mission woiild use funds provided in FY 93 for these activities.
As a result, there will be several months delay in certain operations.

E. Major Activities or Corrective Actions During Next Six Monthe
ASHONPLAFA

1. Open 50 more contraceptive di{stribution posts.

2. PFinish final reports for the 1991 Epidemiology and Family Health Survey and
disseminate the results.

3. Market a new contraceptive pill.

4. Develop an updated RAPID (Resources for the Awareness of Fopulation Impact on

Development) presentation for the government.
5. Procure technical assistance from FPMD (Family Planning Managerent Development)

project to improve ASHONPLAFA administration.
6. Develop workplan with ASHONPLAFA to address the recommendations of the Mid Tern

evaluation.

FOSTER PARENTS PLAN

1. Promote higher IUD use through an educational campaign for the target population
and health personnel.

FYQ/OTHER OROUPS

1. Increase funding for The Population Council (INOPAL 11) for an additional two
years of operations.




I.

Project Title:
Project Number: 522-0375
Date of Authorization:
Date of Obligation:
PACD:

Implementing Agencies:

BACKGROUND DATA

of Honduras

Major Contractors: None
Project Managers:
Status of CPs/Covenants: Met

Date of Last Evaluation: 00/00/00
Planned No. of NFAS: N/A
Date of Last Audit:

00/00/00

Economic Stabilization and Recovery 1V

original 05/28/91
original 06/05/91
original 12/31/92
Ministry of Finance and Public Credit and Central Bank

Lorraine Si{mard, Richard Whelden (Local Currency)

Kext Evaluation: 00/00/00
NFAS Contracted/Completed: N/A
Next Audit: 00/00/00

PROJECT STATUS REPORT
April 1, 1992 ~ September 30, 1992

A. FINANCIAL DATA
Amount Authorigzed:

Amount Obligated:
Amount Committed:
Accrued Expenditures:

Counterpart
Contribution:

X LOP Elapsed:

% of Total Auth. Oblig.:
% of Total Oblig. Exp
% of Total Auth. Exp.:

AKX

ESF Grant: original
ESF Crant: original

Pericd:

Cumulative:

Period -~ Projected:
Period - Actual:
Cumulative:

Period -~ Next:

Planned:
Actual:

$58, 000,000
$58,000,000

0
858,000,000
817,000,000
$17.000,000
858,000,000
L 0

N/A
N/A

83%
100%
100%
100%

IX.

private sector imports,

PROJECT PURPOSE

I1I.

O

REL P

{c]

To (a) provide balance of payments support to Honduras, permitting urgently needed
{b) support the GOH Stabilization and Economic Recovery
Program, and {¢) encourage support by the World Bank and IMF of the GOH Economic

Cabinet.

A. SPECIFIC LINKAGE TO S.0. The ESR 1V Program directly supports S.0. Nos.

J ON

production and import capabilities,

Ample I7I support of the 0C.
Economic Proyram

Progress toward a unified,
market-determined ezchange
rate

Progress in iaplementing
agriculture sector reforms

Progress in improving the
investment ciimate
Accaleration of the
privatization program.

Progress in improving che
trade regime.

PERCENT OF LOP FUNDS RELATING TO S.0.s

The ESF 1V Program includes two components:
Stabilization to (a) regtrain credit to a level compatible with the nation’s
and (b) progress toward a unified, market-
determined exchange rate regime; and, a structural adjustment component in the areas
of agriculture, trade, investment and privatization.

1 (increased agricultural investxent, production, and exports) and 2 (increased
private investment, production, and trade) by conditioning funds disbursement on
specific policy improvements that are essential to achievement of the S.O.s.

100%

Eroqress to Date

IMF, World Bank and IDB extended their
support of GOH Economaic Program in 1991.
OOH exceeded IMF targets by unifying
exchanges rates on June 19, 1992,

Congress passed Agricultural Moderniza-
tion Law in March 1992, which addresses
key agriculture sector constraints.
Congress passed the new Investment Law
in May 1992

The GOH met its 1991 privatization
target of 5 and so-far in 1992 has
undertaken 11 privatizations.

The GOH har i{mplemented major trade
reforms in both 1991 and 1992,




PROJECT STATUS REPORT
April 1, 1992 - September 30, 1992

C. om [

During the reporting period the Mission disbursed the final 317 million of the
Program. Key reforms during the period included: passage of the new Investment Law,
the GOH's unification of the exchange rate, compression of trade tariffs to the 4-35%
range. and acceleration of the privatization progran. Progress was also noted in the
preparation of implementation regulations for the Agricultural Modernization Law.

The FY 1992 Economic Program was negotiated wit!? the QOH and the PAAD for the FY 1992
ESF Cash Transfer Program was approved at the end of the reporting period.

D. Problems and Delays
None
E. a tiv v s

(See the Project Status Repoct for the FY 1992 ESF Program, the structural Adjustment
Program (SAP) (522-0365).)




PROJECT STATUS REPORT

April 1, 1992 - September 30, 1992

I. GR!

Central American Survivors®' Rssistance (CASA)
522-0380

original 05/03/88

original 05/01/90

original 08/31/91 amended to 05/31/93

World Rehabilitation Fund (WRF)

None

Maggie Arbuckle

None

Project Title:

Project Number:

Date of Authorization:
Date of Obligation:
PACD:

Implementing Agencies:
Major Contractors:
Project Manager:

Status of Cps/Covenants:

Next Evaluation: 00/00/00
NFAs Contracted/Completed: 0
Next Audit: 00/00/00

Date of Last Evaluation:
Planned Number NFAs:
Date of Laat Audit:

00/00/00
0
12/31/90

A. EINARCIAL DATA
Anount Authorized:
Anount Obligated:
Amount Committed:

Accrued Expend{tures:

Counterpart
Contribution:

X LOP Elapsed:

% of Total Auth. Oblig.:
% of Total Oblig. Exp.:
X of Total Auth. Exp.:

A X B__ C___

DA/ESF Grant: original
DA/ESF Grant: original

Period:

Cumulative:

Period - Projected:
Period ~ Actual:
Cunulative:

Period - Next:

Planned:
Actual:

$ 1,180,000 azended to $ 1,536,000
$ 1,180,000 amended to $ 1,536,000

S 256,000
$ 1,536,000
S ]
S 54,000
$ 1,334,000
8 150,000

N/A
n/A

78%
100%
87%
87x

I1. PROJECT PURPOSE'

To provide medical care and other relief for victims of Central American civil
astrife.

RELATIONSHIP TQ MISSION STRATEGIC OBJECTIVES

A. SPECIFIC LINKAGE TO S.0.: Project directly supports the Mission's
strategic cbjective of improving the health and education of Hondurans. The CASA
project was created by a mandate from Congress to assist the unique needs of war
victims. Providing them with aedical services will enable them to participate more
fully in the economic development of Honduras.

B. PERCENT OF LOP FUNDS RELATING TO S.0.: 100%

e 98 bid C C N

Project provides comprehensive rehabilitation services to eligible victims of Central
American civil strife.

1v. PRO TECT _STATUS
A. Plann‘d EOPs
2000 Treatments

Progress to Date
1193 beneficiaries treated

B. Mafor Outputs

1. Treatments

2. Training (Persons)

Long-term
Short-term

Planned

Hext
LOP Period _Cum, Period

2000 -0-

1156 510

—Accomplished
X of

Period <Cum, LOP
59.7%

ME

ox
[+2 4




PROJECT STATUS REPORT

April 1, 1992 -
C. other Accomplishments snd Oversll Status

This project was funded ss part of the Children‘s Survival Assistance Program (CSAP),
mandated by Congress to provide medical care and other relief for children who are
the victims of the Nicaraguan civil strife. The regi-i1al suthorization for CSAP is
$17.7 million. The project was managed under Cooperacive Ajreement No. OTR~0000-A-
00-8120-00 between the World Rehabilitation Fund (WRF) and A.2.D.'s former Task Force
for Humanitarian Assistance (TFHA). WRF's program in Honduras was initiated in May
1988 and was funded in the amount of $2,066,000 and had an original PACD of December
31, 1989. Recognizing the unmet needa i{dentified by WRF and the pr. apect of
additional funding availability, TFHA through LAC, provided a no-cost ext.asion of
the project ¢o April 30, 1990. The purpose of the extension was to allow: 1) the LAC
Bureau and the USAID/Honduras sufficient time to decide how to proceed with future
activities under the new Central Aserican Survivors' Assistance (CASA) legislation:
2) sufficien? time for management responsibilities to be transferred from TFHA to the
USAID/Honduras Mission: and 3) time for the Mission to review and receive WRF's
proposal for further extension of the project beyond April 30, 1990.

on April 10, 1990, the LAC Bureau allotted the Mission $1.8 million of CSA) funds for
administration of the program (STATE 113838), and renamed the prograx Central
American Survivors' Assistance (CAS)\). Effective Hay 1, 1990, the Mission assumed
management of the CASA Progras sor Honduras. Through Amsendment No. 8 to WRF's
existing Cooperative Agreement with TFHA, the Mission obligated 81,180,000 of the
total 8188 million allotment, bringing total cobligated funding under both programs
to 83,246,000.

An additional $100,000 was ubligated for the project i{n September of 1990 to permit
WRF to provide vocational rehabilitation services and to provide further support to
WRF's goal of establishing a financially self-gufficient, indigenous rehab{litation
organization as a means of ensuring the aveilability of rehabilitation services for
CASA-eligible patients beyond the PACD. The Mission’s interest in supporting WRF's

self-sufficiency effort stemmed from the positive results of an institutionalizaticn
study conducted on the WRF Rehabilitation Center in September, 1989 which concluded
that the goal of a sustainable organization would be achievable,

A local Board of Directors for the indigenous rehadbilitation organization was formed
and is capable of managing the organization. The project funded a study of the
market in Central America for WRF's prosthetic and orthotic devices, which {ndicated
that a strong deeand for the high quality products produced by WRF exists in Costa
Rica and Psniama. The study was later incorporated into a business plan which
estimated that WRF's factory should be self-supporting by the grant termination date.
However, the profits generated by the factory are not sufficient to subsidize the
rehabilitation component of the facility. This will prevent WRF from offering
comprehensive rehabilitation services vo CASA eligible beneficiaries in the future.

The cooperative agreement was extended to May 31, 1952 in hopes of bridging CASA
assistance to funding anticipated under tho Congressional earmark of funds for war
victims. The desire to concentrate its portfolio has required the Mission to
carefully consider its interest in providing additional funding under the CASA

project.

As the volume of CASA baneficiaries dwindled along with CASA funding toward the end
of the grant term, it hecane apparent tl-at without CASA gubsidized patients, WRF
could not achieve the economies of scale necussary to produce P/O devices affordable
to many non-CASA patients. At the close of the first semester of Fry%92, WRP had
depleted all of this CASA funding and was preparing to turn over all equipment and
supplies acquired under the CSAP/CASA project to the Honduran Rehabilitation
Association (HRA), the indigenous rehabilitation organization developed by WRF.

However, additional funds of $256,000 were provided to extend the cooperative
agreement with WRF. This extension, which was signed in September 1992, covers a 12-
month period ending May 31, 1993, Under thu agreement, World Rchabilitation
rund/Honduran Rehabilitation Associatfon (WRF/HRF) will provide additional follow-up
rehabilitation services to approximately 1,000 beneficiaries who were previously
served under the Childrens' Survival Aesistance Program (CSAP) and the Central
Americean Survivoras’ Assistance Program (CASA). Of theuz benaficiaries, 350
recipients will receive prosthetic/orthotic (P/0) devices.

September 30, 1992 A_X B [+]

As the project completes {ts transition froa an emergency relief program to an
outpatient medical rehabilitation progran. achieving self-sustainability will be an
important task. WRF/HRA have been working to increase efforts to link CASA eligible
beneficiazies with public and other programs that assist the disabled, as «ell as
increase the financial support from other private and public sources. Contacts have
been made and agreements reached with institutions such as the Honduran Ministry of
Public Education, La Universidad Pedagogica de Honduras, Teaxas Chapter of the
American Academy of Prostesist and Orthotists and the Texas Association of Physical
Therapy. In addit{on, fund raising activities have been designed to include a
sponsorship program and the creation of a bank of sponsors.

All recommendations made in the 12/31/90 FARS review have baen closed.

Because CASA w3 nandated by Congress as an emergency relief program, and given ths
nature of “~.e assicvtance being provided (i.e. medical services are prorided to
eligible oeneficiaries) gander considerations are not specifically addressed by the
project. However, patients are treated regardleass of sex, and staff hiring is done
on the basis of merit.

D. Problems and Delavs

While working between June 1, 1992 and the signing of the latect grant extension,
under a no-cost extension grant agreement and uncertain as to the availlability of
funds, WRF/AHR nevertheless maintained limited operations utilizing income generated
from sales of laboratory and factory products, Streaslining its operations and at
the same tine continuing to assist CASA beneficiaries without AID funding, allowed
them to reevaluate the WRF/AHR community-based rehabilitation program and its CASA
beneficiaries in the process of seeking other neans of funding as discussed earlier.

E. Major Activities or Corrective Actions Puriny the Next Six Months

1. To implement HRA's strategic sustainability plan, HRA will work toward
increasing domestic sales of laboratory and industrial production units (IPU)
products, increase export sales of 1FU products, increase financial support from
private and public sources, finalize a sales agreement with Honduran agencien
responsible for the disabled, and {ncrease efforts to 1link CASA eligible
beneficiaries with public and other programs that assist the dissbled.
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9 BACKGROUNI: DATA A. FINANCIAL DATA: (in Lempiras)

PROJECT TITLE: PL480 Title II - Monetizad Activities Agreement
Proaram —Amount Generations

Title II 1991
AGREEMENT/AMENDMERT CARE Managed:
PROGRAN DATE FOUIVALENT USS MCH/SF 3,553,427 2,766,280 2,152,324 270,725
) MITA __632.802 y
Sub-Total 4,186,229 3,696,047 3,082,091 742,541

ACTIVE MONETIZED FOOD AID AGREEMENTS:

FY 1991
Title 1I (Monetized) June 10, 1991 1,250,656
OOH:
MOE 200,000 1,185,430 442,715 442,715

FY 1992 MOH 250,000 517,000 192,879 192,879
Title 11 (Monetized) Pending 1,491,408 JNBS 6G0, 000 1,100,000 209,000 209,000

COMMITTE 0 —130,000 (1)
Implementing Agencies: Ministry of Health (MOH)

Ministry of Education (MOE) Sub-Total 1,050,000 2,932,430 844,594 844,594

National Social Welfare Board (JNBS)
CARE TOTAL 5,236,229 6,628,477 6,628,477 3,926,685 1,587,135

Major Contractors: CARE Ti{tle 11 1992
763,955
7

MCH/SF 2,819,745 2,817,945 763,955
7,10

AID Project Manaaer: Emily Leonard MITA 1,077,104
Marta Larios Sub-Total 3,896,849 3,895,049 909,992 909,992

GOH:
MOE 1,500,000 1,500,000
HOH 960,000 960,000
JNBS 1,300,000 1,300,000

Sub-Total 3.760,000 3,760,000

OPERATING RESERVE 382,842 398,553
TOTAL 8,039,691 8,053,602 8,053,602
FY'91 Amount of food authorized for monetization: msetric tons

Amount received as of 02/19/91: metric tons
Azount sold as of 02/19/91: metric tons

Date of Last Evaluation: 00/00/00 Next Evaluation: 00/00/00 Anount of food authorized for monetization: metric tons
Planned No. of NFAs: 1 HFAs Contracted/Completed: O Amount received as of 02/27/92: metric tons
Date of Last Audit 00/00/00 Next Audit: 12/00/92 Amount sold as of 02/27/92: metric tons

11. PRQJECT PURPOIE 1V. PROGRAM JTATUS

The purpose of the project is to support the operation, strsngthening, and follow-up A. Local Currency Usep: Proceeds from tho sale of the commodities are being used to
of the Maternal Child Health (MCH) and School Feeding (SF) programs, through fund projects and/or activities described as follows:

monetization procceds which will be used to cover budget limitations found in the
feeding programs operated by the GO:! and CARE (see separate Project Status Report for a) Strengthen the logistical capacity of the MOE, the MOH, and the JNBS in
Non-Monetized Title II Program). implementing the vegular MCH and SF Programs.

RELATIONSHIP TO MISSION STRATEGIC ORJECTIVES b) Strengthen the inst(tutional capacity of the MOH, the MOE and the JNBS {n order
to assume responsikilities in the management of the MCH and SF Prograas.

A. SPECIFIC LINKAGE TO 8.0.: This program contributes to the Mission's strategic
objective of Healthier, Better Educated Hondurans by supporting programs designed to c) Prund budget daficits that might occur with respect to inlend commodity

increase coverage of health services., improve nutritional status of beneficiaries, transportation costs. handling, storage of regular food aid program and other
increase school attendance and improve fnfrastructure such as water and sewerage. administration costs that can not be covered with ESF local currency funds.

B. PERCENT OF LOP FUNDS RELATING TO S.0.: 100% d) Productive projects oriented to improve the diet and basic health of program
beneficiaries.
IXr. PROGRAM LESCRIPTION
e) Community development projects tending to strengthen the MCH and SF Prograss.
N/A
£) Other complementary projects in marginal sectors and/or among minorities
included within the target population of the MCH and SF Programs.
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CARE is in charge of negotiating cash sales contracts with the private gector for
Title 11 commodities. Proceeds from the sale of donated commodities are depositz3
in a local banking account which is managed by CARE. Any interest earned on che
sccount is to be kept in the same account and used for the same purposes for which
the program is intended.

Local currency is disbursed out of the account to each of the four implementing
agencies in accordance with a budget agreed upon by all parties to the Title 11
Monetization Agreement. Detailed project descriptions are prepared by the JNBS, MOH,
and the MOE for the programs. Each of the GOH agencies icceives 50% of its budgetad
amount subject to adequate flows of sales proceeds to the account. The balance of
funds budgeted for an agency are disbursed on a reimbursement basis upon submission
of ageacy reports showing how the initial 50% was used, together with the appropriate
support documents. It should be noted that while a terainal date {s set for the sale
and distribution of commodities, implementation of projects or activities funded by
monetization proceeds can be carried on as long as there are funds available.

In each fiscal year. commodities have entered the country and local currencies have
been generated and deposited into accounts crcated for their management.

CARE is using the remaining balance of FY 1991 funds to finance special projects,
i.e. the purchase of replacement vehicles, the public recognition project, the repair
of the San Pedro Sula warehouse and the purchase of scales to improve growth
monitoring activities and to measure commodity rations according to ration tables.
In order to initiate expenditure of FY 1991 funds, the GOH entities presented for
approval updated FY 1991 monetization proposals. The initial disbursement was
approved as follows: MOE 37X of total funds programmcd, MOH 57%, JNBS 19%.

USAID/B approved CARE's request to start using their portion of FY 92 monetization
funds for the MCH, SF and MITA programs as of April 1, 1992. CARE is using these
funds for the following purposes: 1) to cover salaries and benefits of direct project
personnel;: 2) training of CARE and GOH counterpart personnel in program
administration: 3) supervision and monitoring expenses: 4) development of procedures
manual to mistematize the different phases of program administration by component:
5) to install financial and accounting information systems to improve counterpart
capability in managing monetization funds: and 6) to cover other operational costs
such as fumigation and transportation.

The approved 1992 monetization proposal allocates L. 3,760,000 to the OO0H
counterparts for follow up on activities inft{ated with Fy 90 and ¥y 91 funds. Given
that disbursements of FY 91 funds to GOH agencies has just started, the GOH will not
present proposals for monetization funds for FY 93. Should execution of Fy 91 and
FY 92 funds by GOH be expedited end the need arises to requect FY 93, USAID/H would
consider the possibility of using interests generated.

It is important to note that there is a difference between AID's figcal year and the
period that monetization projects are carried out: e.g.. the FY92 monetization
project will cover the period of April 1992-March 1993. This difference is due to
the fact that the vheat arrived and was monetized in late Pcbrus+y 1992. This is the
only opportunity during the year that CARE had to sall Title FI wheat to the millers
in accordance with their purchase schedule.

The Mission plans to carry out a a non~fed:ral sudit of Title II Local Currency
Program next semester. This audit vas requested after all rY 950 monetization funds
were executed. The purpose of this audit is to ensure that adequate controls and
managspent systems are being established for this program and that proceeds are being
used appropriately. Thc SOW was prepared in coordination with the Miasion's FARS
office. Funding will be through the FARS Trust Fund account and the P10O/T for tho
contrating of s local auditing firm is circulating for approval. The audit is
expected to start in December 1992.

Monetization funds are also being used to defray costs related to the sampling and
testing of commodities by the MOH. 1In particuls:, funds are used to vurchase
chenicals to perform analyses of aflatoxin in beans.

C. Problems and Delavs

Delays have been experienced in approving CN\RE and GOH counterpart reguests for
purchase of transportation equipment. All requosts for project vehicles have to be
approved by the Mission Director. Although approved monetization proposals included
the purchase of vehicles, implementing agencies weie asked to provide USAID/Honduras
with a justification for the need of new equipment. This justification included an
analysis of the institution’'s complete fleet of vehicles. CARE'e request has now bean
approved: GOH co'interparts’ requests are still pending the receipt of more detailed
information on proposed use.

Initiation of non-federal audit has been delayed due to the fact that monetization
funds could not be used for {ts financing and Mission had to explore other sources of
funding. It has now been decided t(hat the FARS trust fund will be used for this

purpose.
AlD/Washing’on has not approved ry 1993 Monetization component bacauss the prograa's
Annual Estimate of Requirements (AER) had to be amended due to the non-availability
o{ Kc‘:’n-(!orti.‘ied Dry Milk (NFDM) for FY 1993. This commodity was replaced by Corn Soy
Blen: CSBR).

D. Maior Activities or Corrective Actions During the Next 9ix Months

1. Disburserent of remaining Fy 1991 funds to the counterpart agencies.

2. Follow up on approval of FY 1993 monetization proposal by AlD/Washington.
3. rinal reconciliation of FY 1991 disbursements by CARE.

4. Signature of the YV 1992 monetization agreement between CARE and OOH
counterparts aicer 91 funds are reconciled.

5. Inprovement of financial reporting systems by GOH agencies through (i°C's
training activities.

6. Undertaking of non-federal audit of CARE and GOH local currency accounts and
management.

7. Receipt and gale of FY 1993 commodities.
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I. BRCRGROUND DATA

Project Title: PL 480 TITLE I@ - Nonmonetized Activitisy
Project Manager: Marte E. Larics
Implementing Agencies: CARS
Ministry of Health (MOH)
Ministry of Education (MOE)
National Social Welfare Board (JNBS)
Selected Municipalities

10,41<. MT
$4¢,618,500.00
$1.301,600.00
$5.920.100.00

Program Amount:
Value of Commodities:
Transportation Costs:

Next Evaluation: 12/00/92
NFAs Contracted/Completed: O
00/00/00 Next Audit: 00/00/00

Date of Last Evaluation: 0%/18/87
Planned No. of NFAs: (1]
Date of Last Audit:

EINANCIAL DATA

Amount of Tonnage Authorizesd: 10,414.0 MT for FY92
Available for free distribution: 9,896.0 MT for FyY92
Food Reserves: 518.0 MT

STATUS OF FoOD PROGRAMMED FOR FY 1992

QUARTER AMOUNT AMOUNT RECEIVED RS
CALL FORWARD DATES PROGRAMS REQUESTED (MT) OF SEPT. 30 (MT)

4th. Quarter March 1992 MITA Project 216.0 216.0
SP/MCH Prograns 3,73%.0 3,739.4
SF/MCH Progranms 2,978.0 2.991.0
SF/MCH Prograns 2,715.5 2,728.9

1st. Quarter July 1991
2nd. Quarter Oct. 1991
4th. Quarter March 1992

Authorized Amount: 10,414.0 NT
Amount received in Honduras: 9,693.3 MT
Balance to be received: 0.0 MT

STATUS OF rQOD DISTRIBUTION FOR FY92

Distributed Amount: 6.908.5 MY
10/1/91-3/31/92 04/01/92-09/30/92

- 8F: 1,739.5 MT 1.031.%5 M7

- MCH: 2,044.8 MT 1,693.8 MT

- MITA: 233.0 MT 188.9 MT

Remaining to be Distributed: 2,784.7 MT
Food reserves: 518.0

Distributed Remaining to
Amount be distributed

Total to be distributed: 6,908.5 + 2,784.7 = 9,693.3 MT

tf?ltference between authorized amount and total to be distributed will be programmed
or FY 93.

Last CY92 MCE distribution is pend 3.

TT. PROJECT PURPOSE

The project purposes are: (1) School Feeding {SF): to increase school enrollment and
attendance of low income children: (2) Maternal Child Health (MCH): to improve
nutritional status of pregnant and nursing women and children, and {i.~rease coverage
of Ministry of Health services for these beneficiaries; and (3] Municipal
Infrastructure and Technical Assistance {MITA): to improve municipal infras:ructure
services and generate employment in selected municipalities.

RELATIONSHIP TO MISSION STRATEQIC OBJECTIVES

A. SPECIPIC LINKAGE TO 8.0.: This program contributes to the Mission’'s strategic
objective of Healthier, Better Educated Hondurans by increasing coverage of health
services, improving nutritional status of beneficiaries, promoting increased school
attendance and improving infrastructure services such as water and sanitation.

B. PERCENT OF LOP FUNDS RELATING TO S.O.: N/A

1. :

The SF Program supports the Ministry of Education (BOE) in achieving its objectives
of reducing sbsenteeism and drop out rates in the preschool and primary school

systems.

2. MCH Program:

The MCH Program supports tha National Social Welfare Bozrd (JNBS) and the Ministry
of Health (MOH) in carrying out supplementary feeding programs. The overall

obJectIves of the Zeeding programs are to reduce malnutrition rates, food
deficiencies, high prevalence of diseases and infant mortality ratas and to benefit
mothers and children participeting in the program through increased access to basic

health services.

3. MITA Proqgram:

This program consists of a series of Food For Work sub-projects batween CARE and
municipalities aimed primarily at providing water distribution systems, sewage and
rain water drainage, street improvenent, and retaining walls.

111. PROJECK DESCRIPTION

The SPF and MCH Programs are sanaged by CARE in coordination with the JNBS, the MOE
and the MOH. CARE acts as the OQOH's agent in managing the inflows of Title II
commodities into the country and in suparvising their distribution through schools,
health centers, and JNBS feeding centers.

The SF coaponent provides food for approximately 300,000 school children beneficiaries

in nine of the 18 departments of the country. The MCH component providss food in the
fors of dry rations at 3062 health centers throughout Honduras and at 1,000 on-site

feeding centers sponsored by the JNBS. Approximately 12.000 mothers and 104,500
children benefit from the MCH comsponent.

The MITA Program is managed by CARE under Food For Work sub-project agreements with
municipalities such as El Progreso, Choloma, Villanueva, San Antonio, and La Lima.
In FY 91 the MITA/UFFW completed its second year of operations. Planned outputs for
PY 1992 are 100,000 person days of employment.
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CARE receives an annual contribution (ESF LC funds) from the OOH to manage the Title
11 resources. Additional funds generated under the Title II Monetization Prograx
are also used to defray the costs of CARE's operations. These funds are also used
to pay GOH emplosees working in the three agencies charged with management of food
distribution centers.

1v. PRQJECT STATUS

A. PRlanned EOPS

1. All food for three distributions
for SF and MCH Programs arrived
in Honduras by September
30, 1992.

Brogress to Date

100X accomplished. See
rinancial Data above.

As of Sept. 30 CARE
received 75% of counterparts
funds.

2. Counterpart funds fully disbursed
by December 31, 1992.

MCH counterpart agencics have
distributed 67% of the annual
programmed commodities. There
is one more distri{bution of
FY 92 commodities pending.

3. MCH commodities delivered in three
distributions to 116,500 malnourish-
ed children in FY92.

The MOE has distributed 100X of
its annual programmed amount of
commodities.

4. SF commodities delivered in two
distributions to 300,000 pre-
school children in FY92.

80,300 person days of work

5. 100,000 person days of work
generated.

generated under MITA Program.

A multiyear agreement for FY 91-94 betwsen CARE and the GOH was signed on May 6,
1991. ‘he FY92 Food Letter of Intent was signed on April 24, 1992.

As reported previously, CARE plans to phase out of its feeding programs in Honduras
in 1994. The Mission is exploring the option of monetizing Title Il commodities and
supporting the same beneficicries with food coupons under the Programa de Asignacion
Familiar (PRAF) program.

The following steps have been taken to evaluate this option: The Mission requested
technical assistance from the LAC Health and Nutrition Sustainability Project
(LAC/HNS) contract to conduct a cost effectiveness study of the Title 1l direct
feeding programs vs. the OOH-funded food coupon program. The purpose of the study
is to identify for the Mission the range of costs and effect of implementing the
alternative form of subsidies presently being provided: food versus coupons through
health centers and schools. LAC/HNS has confirmed availability of core funds in
their contract to provide expatriate technical assistance in support .f the study.

USAID/Honduras plans to provide local currency funds to contract a local firm to
complete all data collection activities under the direction of LAC/HNS expatriate
advisors. The required PIO/T for this procurement is being circulated. Expected
starting date is late Novembar 199C.

CARE/Honduras is also in the procesa of conducting &n aevaluation of tha
effectiveness of the food program interventions for achieving their stated goals.
It will consider these interventions in the context of the resouries available to
carry them out, and relate them to the overall goals of the progrems. It will serve
various purposes. Firat, {t will provide information useful in determining OOH
capabilities to manags the programs. Second, it will assist in defining the size
and type of any future program. This evaluation has been smply discussed with the
ooukcomtarplrti. It started on September 16, 1992 and will last approximately 10
weeks. :

In compliance with Regulation 11, CARE prepared and presented to USAl~/Honduras for
approval Title 1l Program publicity saterial which consisted of: local newspaper
advertisenents, radio messages, a threefold pamphlet, a 1993 calendar and pcusters.
Basically, the message transmitted is that the commodities or assistance financed
by monetized proceeds have been provided through the friendship of the American

people. Illustrative pictures of program sites are displayed on the materlal. which
is being printed for distribution to program ceaters and schools during »v93.

The 497.4 MT of beans received in Jan. 1992 that were found to bes contaminataed with
aflatoxin by th2 Honduran MOH vera later declared £it for human consumption. Purther
quantitative analysis done by the MOH showed that aflatoxin levels were within the
acceptable levels for human consumption. AID/W also advised USAID/Honduras that based
on the survey report and lab analysis USDA had determined that the subject beans could
be used for human consumption. Therefors, normal distribution of commodities was
reinitiated three months later than programmed.

The Title II Interinstitutional Comaittee (IC) has been working with the MOH's Food
Control Division (FCD) to improve services provided in the sampling and testing of
commodities. Several meetings have been held and ag & result a procedures manual was
prepared by MOH's FCD. It is currently being reviewed and discussed by the IC.

CARE and MOE counterpart designed a pilot School Breakfast Proposal to improve the
impact of the ongoing School Freeding Project. The project was approved by
USAID/Honduras and monetization funds will be used for its financing.

CARE/New York carried out an internal audit of CARE/Honduras Title II food cosmodity
sccountability syste=ms during August and Ssntember 1992. Although the final draft
report is still pending, major findings show that, in general, CARE has developed
adequate management information aystems. Recomm.ndaticrs will be provided to inprove
monitoring/auditing techniquesa.

During this reporting period CARE has continued training GOH counterpart personnel
in progras managenment and in the reporting system (inventory control, conguaption
records. daily attendance 1{st preparation, and adherence to program policy). CARE
is also developiij procedures manuals in order to systematize the different facets
of program adainiatration by component.

The GOH and CARE are still working to resolve open recommendations of the Financial
Report No. 90-35 dated June 29, 1990, Open issues include:

- Improving MOE food storage and distribution facilities:

= Increasing MOE supervisory visits to food distribution posats.

Final resolution of these activities requires Fy 91 and Fy 92 menetization funding.

E. PROBLEM3 AND DELAYS

pisbursement of counterpart funds by the Ministry of Finance to CARE continues to be
a major issus. Partial funds were disbursed in late August.

Although Title II Interinstitutional Committee and MOH are working for a better
coordination, probleas continue with the saspling and testing of commodities. Delars
in providing lab results alter scheduled food distributions and create difficulties
in the handling and storage of commodities at the central warchouses.

AID/Washington has not approvwed FY 1993 Title IX program becaude the progrsa’s Annual
Estimate of Requirements (AER) had to be amended cue to the non-avail-bility of Non-
Fortified Dry Milk (NFDM) for FY 1993. This commodity was replaced by Corn Soy Bleri
{csB).

Probleas have bean experienced regarding unjustified losses. Thess losre - '» more
frequent in those end-use center/schools wmanaged by government <> ..anel.
USAID/Honduras has requested CARE to improve its approach in investigating ‘»-Jts and
other unjustified losses since, according to PL-480 regulations, it is the coo srating
sponsor's responsibility to supervise/audit/investigate the alministration of food
commodities at all levels of the GOH counterparts. 1In cases where a countarpart is
found at fault, CARE can bill the recipient and sub-recipient agencies for the value
of the loss.

1. Signature of the FY 1993 Food Aid Latter of Intent.

2. Initiation of Cost Effectiveness Study of direct feeding pro: -« ss8. food
coupons.




PROJECT STATUS REPORT
April 1, 1992 - September 30, 1992

Coordination with the MOH's Food Control Division to improve services provided
in the sampli~y and testing of commodities.

Initiation of the School Breakfast Project.

Complete evaluation and audit of program and discuss results with CARE,
USA1ID/Honduras and GOH.

Follow up on apprcval of FY 1993 monetization component by AlID/Washington.
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1. BACKGROUND DATA
ACTIVE MONETIZED FOOD AID AGREEMENTS:

PROGRAM

$101, 500,000
8 68,500,000

Title 1 (FY82-90)
Title I11 (FYB2-94)

Section 416 (FY86-90) 8 12,800,000
TOTAL $182,800,000

Ministry of FPinance and Public Credit (MFPC) and the
Ministry of Natural Resources (MNR)

Major Contractors: N/A
Project Managers: Vincent Cusumano/Armando Busmail

Implementing Agency:

Next Evaluation: 09/01/93

N/A NFAs contracted/completed: N/A
00/00/00 Next Audit: 10/31/92

Date of Last Evaluation: 09/01/87
Planned No. of NFAs:
Yate of Last Audit:

A. FI~“YCIAL DATA: (in Lempirvas)

Agreement Brogrgmsed Sewester
Amount  Ceperations Logal Cur, 8 Risburs.

25,000,000 26,630,988 26,630,988 26.618,984 99,155

74,200,000 73,660,643 70,313,386 27,702,930 24,702,930
75,600,000 _ 58,500,000 -0~ =0= =0=

Bregram
Title 111 (FY82)
Title 111 (FP¥51)
Title 111 (FY92)

Total Title III 174,800,000 158,790,000 96,944,374 54,321,914 24,802,085

Total Title I 203,000,000 246,587,551 246,587,551 205.891.418 19,587,537

(FY82-90}

Total Section 416 36,404,075 36,404,075 36,404,075 29,367,200 9,367,200
(Corn/wheat/Soya)
(FY86-90)

I1I.  PROJECT PURPOSE

The purposes of these programs are to coabat hunger and malnutrition, to encourage
improvement of agricultural production and marketing, and to assist in Honduras®
economic development. These purposes directly support the Mission's Agricultural
Strategy goals and those of the Mission's Action Plan and CDSS, which call for
actions to improve nutritional levels of all Hondurans, especially the young and the
poor, and for increased agricultural production and productivity.

SPECIFIC LINKAGE TO S.0. No. 1: Increased Agricultural Production and Exports.
The progran has contributed toward Strategic Objective Wo. 1 through the
allocation of local currency generations to finance counterpart requirements of
the Mission's DA projects. Enactment of the Agricultural Modernization Law,
improved land tenure security and liberalization of agricultural trade (PL-480
Title III SHM's) will spur increased production and exports.

100%

The three year Title 11I Agreement signed on March 6, 1992, includes five Self-Help
Measures (SHMs) consistent with the policy conditionality contained in the Mission's
ESF balance of payments progras. There are no policy conditions related to the
Section 416 Programs.

On June 23, 1952, an inplementation letter was issued to provide Mission concurrence
with the Covernment of Honduras compliarnce on two of the five Self-Help Measures: 1)
izproved lsnd tenure security, which provides sjuiteble treatment to woaen and young
farmers, 2) liberalization of agricultural trede. This letter also provided Mission
concurrence in amending the following SHMs'completion dates: a) development of an
environmental protection stratec, shall te completed on June 30, 1993;: b) elaboration
for a plan for decentralizatizn and/or privatization of the Ministry of Natural
Resources' agricultural research and extension ectivities shall be comspleted on
December 31, 1992: c) privatization of the IHMA silos shall be cospleted on December
31, 1993: end &) privatization of two sugar mills shall be completed on June 30,
1994.

The following summary providea an overview of SHM comspliance for the first nine
months of 1992. Esch SHM is listed, the policy area and required policy changes are
described as well as the current status of the SHM.

a) Environmental Protection and Natural kesource Conservation: Elaborate environmental
protection stretegy by June 30, 1993, and capitalize an environmentel fund by December
1993, Statrs: The utrategy is nct yet elaborated. A preliminary “Environmental
Agenda” was prepared but this must be developed into a strategy documpent. In
September, the President of Honduras presented to Congress the final draft of the
Environment Law. Once enacted, this law will provide the framework for the design and
implementation of an environmental strategy. The Government of Honduras has already
disbursed the first tranche of capital in the arourt of 2.0 million Lespiras to the
environmental fund. The Mission will assiat the GOH to deveiop an environsental
strategy for Henduras.

b) Strengthen Agricultural Research and Extension: Design a plan for decentralization
and/or privatization of the Ministry of Naturail Rescurces' (MNR) agricultural research
and extension activities by December 1992, and establish models and mechanisas for
provision of private technical sssistance to the agricultural sector. Status: As
mandated by the Agricultural Modernization Law. the GOH has authorized the creation
of the Directorate of Science and Agricultural Technology (DICTA). DICTA will operate
as a decentralized agency of the MNR and will be ~:crictured during 1992 and 1993.

c) Continuation of previcus SHM: Complete prive _gation of the IRMA silos and two
sugar mills. Status: The privatization process oi the IHMA silox, the ACENSA and
ACANSA sugar mills continue to show little progress. Mission has concurred in
amending the completion dates for these SHM as indicated above.

puring the reporting pericd, program ms-_ag-sant met with the OOH Committes for SHM
Cospliasnce to monitor progress of pending SHMs. Quarterly meeting were scheduled to
tollow-t;p on the imsplementation of SHMs. Compliance dates of panding SHMs seem to be
realistic.

Mission plans to include two cdditional Self-Help Neasures for 1993: (A)
Reorganization of the National Agrarian Institute (INA) and the Honduran Corporation
for Forestry Development (COHDEFOR; to streamline sanagesent\adsinistration and to cut
parsonnel levels by 50 percent over current levels. Completion date: June 1993. (B)
Add wheat to the already established price band systea and link wheat and wheat flour
tariff to allow importation of both products at current tariff differential.
Complation date: Decewber 1993. Mission will focus on current and neyv SHMs in 1993.
Maintenance of the land tenure, pricing and trade policy measures will be clossly
monitored for implementation and continued compliance. This is especially important
as Honduras enters next year's election year politics.

Thers are no outstanding audit or evaluation recossendations for this program.
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B. ECONOMIC GROWTH

Regarding the second area of procram performance, econoaic growth, the Mission is Negotiate and amend the Multi-Year PL-480 Title III Agreement for 1993,
assisting the GOH to design and execute a series of surveys starting with an

agricultural census in 1993. The census will be followed by periodic surveys to Ccordinate procurement and delivery of whaat for 1993 under the Multi-Year PL-480
gauge the impact of policy reforms cn the overall economy. The Mission will also Title 111 Agreement.

monitor donor and GOH econoaic information to track changes in agriculture GDP. The

policy changes that will spur significant economic growth are already in place with . Follow-up with GOH on pending and new SHMs.

the enactment of the Agricultural Modernization Law but the impact of thie .

legislation will not be significant until 1994 and 1995. Regulations pertaining to Contract and begin implementation of the Nutrition Survey.

the law are pending.

C. INCOME AND NUTRITION JTATUS

In the final area of progras performance, income and nutrition status, AID/W guidance
on Title 11I Program Design cited the need for periodic reporting from the field on
progress toward achieving food security (i.e., the access by all people at all times
to sufficient food supplies). This issue was raised again during the during the
review of the Mission's Title Il Proposal, and the Mission committed to support
periodic household surveys to assess food security by determining caloric consumption
patterns. A Honduran firm will be contracted to execute a survey that will focus on
education, health, consumption, expenditures, household and farm income, household
composition and gender, and child anthropomelrics. Six surveys will be executed
during two years starting in February. 1993. Results of these gurveys will be
included {n subsequent reports.

D. LOCAL CURRENCY USES:

Local currency generations from the PL-480 and Section 416 Programs are directly
supportive of GOH activities in the agricultural and environmental sectors and in aid
programs to the poorest sectors of the economy: local currency is also used to
finance counterpart requirements of the Mission’s DA projects with the public sector.

GOH and Mission needs for local currency support in the agricultural sector in CY
1992 were met with local curre~cy from the Title I and Title 1lI Programs.

Z. LOCAL CURRENCY MANAGFMENT:

Local currency proceeds are derived from the sale of Title III and Section 416
commodities. The proceeds are deposited into a special local currency account
established in the Central Bank of Honduras for their control, upon payment by the
private sector. The programming of local currency resources is a joint process
between the Ministry of Finance and Public Credit (MFPC} and USARID. Program
Implementation Letters (PILs)} are irsued to program funds {n support of specific
sectors/subsectors or for financing GOH counterpart for bilateral proiect agreements
with USAID, other countries or internaticnal financifal organizations. Sectoral
assistance must comply with criteria previously defined for each sector and be
mutually agreed upon by the parties through a PIL. USAID reviews and concurs in the
MFPC'c programming request based on its compatibility with previously defined
criteria, USAID strategies, policy objectives &nd legislation. The Mission has had
no problems in implementing guidance for use of local currency.

F. SECTION 106/]08: HN.A.
G. PPOBLEMS AND DELAYS:

There are no significant problems and delays, however, the Mission should follow-up
on pending SHMs. Attention should also be paid to the development and {mplementation
of regulations and bureaucratic policies needed to effectively implement the
Agricultural Modernization Law.




936-5818
936-5836
936-5984
936-3018
936-3038
936-3041
936-3051
936-3043

936-5973
936-5748
940-0014
936-5448

931-1254

931-1316
931-1314
931--1311
936-5455
936-5554
936-3757
598-0802

CATEGORIES:

Leaming Technology for Basic Education
Improving Educational Quality

Communication for Child Survival
Contraceptives Procurement

FP Logistics Management

Family Health International (Buy-in)
Contraceptive Social Marketing II

Expa.sion and Improvement of Family Planning
Services in Latin America and the Caribbean
Water and Sanitation for Health It

Vector Biology and Control

Financial Sector Development

Growth and Equity Through Microenterprise Investments
and Institutions (Gemini)

Consulting Assistance on Economic Reform (CAER)
Sorghum/Millet CRSP

Bean/Cow Pea CRSP

Pond Dynamics/Aquaculture CRSP

Soil Management (Tropsoils) CRSP

Appropriate Technology International II
Conservation of Biological Diversity

Biomass Energy Systems and Technology
Central America Journalism Strengthening

A - Supports Strategic Objectives and can be managed by the Mission

B - Supports Strategic Objectives and is beyond Mission capacity to manage.

C ~ Does not support Strategic Gbjectives

NOTETHITEEY ¢ Toowwowwwwwmw
&

No Centrally-Funded projects are managed by the Mission. Of the twenty-one {21) projects
known to be active in Honduras, all but two (2) support to one degree or another Mission
Strategic Objectives.

HAOFFICES\DRWPDATA\SUBJECNATTA3




