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SECTION I: STRATEGY OVERVIEW

Honduras, a nation of 5.3 million people, is one of the poorest countries in Latin America.
Nevertheless, it has made social strides since the 1970s, progressed in a democratization
process begun in the early 1980s, and undertaken and held to a sweeping economic
reform in the 1990s.

USAID has been a major contributor to this progress; working in support of the
overarching goal of improving the climate for U.S. interests in Honduras, we have been
successful in increasing the weli-being of ali Hondurans, particularly lower-income
groups. The program presented in this Action Plan builds on experience and successes
to date to progress further in this direction. In direct support of the Agency's four goals,
it aims at four strategic objectives:

> enhanced economic participation and increased incomes of the poor

> effective stewardship of key natural resources for sustainable
economic growth

> improved family heaith
. more responsive democratic processes with greater citizen
participation

As detailed throughout the Plan, the program also répresents adjustments to changed
circumstances within the country and without.

The Country Situation

In response to the economic crisis of the late 1980s, Honduras began implementation of
an ambitious, USAID-supported economic reform program in 1990 which has succeeded
in producing economic growth per capita and reducing inflation. Economic growth and a
return to lower inflation rates have been main factors in halting the decline of household
incomes nationwide begun in the early years of the reform. As expected, that downward
trend in incomes most adversely affected the urban poor, although GOH safety-net
programs helped cushion the negative impact. In agricultural households, however, real



income grew by nearly 15 percent between 1989 and 1991, as a result of improved terms
of trade in the agriculture sector. In the last two years, real incomes nationwide have
turned upward again. But Honduras remains very poor by almost any standard. Its per
capita GDP is $634; in the Western Hemisphere only Guyana's, Haiti's and Nicaragua's
are lower. More than two-thirds of Hondurans, an estimated 3.5 million people, live below
the poverty line. Poverty is a fact of life for more than half the Honduran population and
almost 80 percent of the rural population.

Despite this poverty, social performance has been surprisingly good. Fertility and infant
montality rates have declined significantly over the last twenty years, and Honduras has
led its neighbors in increasing the educational level of its poputation over the past decade.
Nonetheless, fertility, maternal mortality, and infant mortality rates are still too high, and
the Church continues to oppose modern methods of family planning. Moreover, too many
people have fallen through the education net; Hondurans need to be better educated to
contribute to their country's economic growth and for their own personal well-being and
satisfaction. Additionally, in more recent years, the country has witnessed an increase in
cholera and the more insidious threat of a high incidence of AIDS.

Newly elected President Reina faces the challenge of responding to the electoral mandate
he campaigned on--"adjustment with a human face," while maintaining the policy reforms
initiated by his predecessor. Complicating matters are the excesses of the Callejas
administration, including rampant corruption and the huge run-up in the budget deficit
during election year 1993. Reina will have little maneuvering room. Belt tightening will
be required to lower the fiscal deficit to enable the GOH to retain access to IF| flows and
thus continued growth in the economy.

Continuing Gap in the Balance of Payments

Honduras continues to have an acute need for foreign assistance flows, especially
balance of payments aid—-the type of help provided by PL 480 Title Il} resources. Without
such flows, there is a strong possibility that the country's courageous adjustment efforts
will be underfunded. An underfunded adjustment effort results in insufficient foreign
exchange to enable a country to obtain inputs needed for economic growth and to make
advances in social welfare. The IMF is already voicing concern that the country may not
be able to achieve positive per capita growth in 1994,

Honduras persists in carrying a very heavy external debt burden. External public debt at
the end of 1993 amounted to $3.6 billion or roughly 107 percent of GDP. The country
must make annual debt-service payments approaching $450 million, producing a debt-
service ratio of roughly 40 percent. That means that only 60 cents of each dollar in



foreign exchange is available for imports, be they consumer goods or capital inputs.
International reserves, having declined more than $100 million in 1393 alone, are now
precariously low——about one month of imports; three months is considered a prudent
level.

The conventional wisdom is to look 1o the International Financial Institutions (IFls) to make
up for the decline in our resource levels. Unfortunately that will not suffice in Honduras.
IFl balance of payments assistance will at best total $140 million in 1994, assuming
aggressive pursuit of structural adjustment on the part of the Honduran authorities. That
will not be enough to cover debt service payments to the IFis, which are estimated at
$185 million. Projections for 1994 show an estimated unfinanced baiance of payments
gap of $122 million.

Failure to have adequate access to foreign exchange would place pressure on the
country's market-determined exchange rate, producing a decline in the value of the
country's currency. Ensuing higher import costs, in turn, would contribute to higher
inflation. The problem with inflation is that while it affects all segments of the populace
negatively, its effects are most adverse on the poor whose meager financial resources end
up commanding fewer real goods and services.

Adding to these problems, electricity generation is unable to keep pace with greatly
increasing demand. One of the main causes of the problem is that water levels behind
the country's muiti-million dollar dam are too low, due primarily to forest degradation in
watersheds feeding the reservoir,

Environmental Degradation

In Honduras, one of the most geographically and biologically diverse countries in Central
America, natural resources have been exploited with little or no consideration for
sustainability. In the past 25 years, Honduras has lost half of its four million hectares of
broadleaf forest and the volume of commercial pine timber has declined by more than 40
percent. In addition, the area dedicated to agriculture and pastures exceeds by almost

50 percent the land area suited to such production. Resulting widespread traditional
hillside farming creates serious soil loss and damages water resources.

The country's other most serious environmental problems include inadequate water
supply, sewerage, and refuse collection at the community level. Initial steps in dealing
with these problems include GOH passage of the 1993 Environmental Law which, in
combination with the 1992 Agricultural Modernization Law, sets a legal framework for
haiting natural resources degradation, and for dealing with “brown" environmental
problems. The laws must now be implemented and enforced, which will require the
combined efforts of the GOH, NGOs, the private sector, individual communities, and
assistance donors.



Democratic Evolution

Honduras has successfully made the initial transition to democracy by institutionalizing
elections. In November 1993, it heid its fourth (USAID--assisted) free and fair national and
local-level elections; in January power was transferred peacefully between two opposing
parties. And for the first time, thanks to the activity of a USAID-supported local NGO and
pressure from a range of Honduran groups, Hondurans were permitted to vote for their
mayors separately from the national ticket. This step, when combined with activities to
strengthen municipal governments, should ultimately lead to increased government
accountability and citizen participation.

But Honduras is not a mature democracy. There is not yet a deep sense among people
about the values and benefits of citizen participation and demand for accountability from
its leaders. Political influence and corruption, as well as administrative weakness,
permeate key democratic and governmental institutions. The most critical of these
institutions is the justice system which must uphold the rule of law if Honduras is to
sustain social, economic, and political development. USAID programs have already
improved numerous judicial administrative processes aimed at reducing political influence,
but have been hampered to date by lack of political will to make meaningful change.
Today, there is new hope for progress. President Reina has established a "moral
revolution,” including a stronger justice system and anticorruption, as the defining theme
of his administration. The challenge is a significant one, however, since he will have to
go up against the politically and financially powerful beneficiaries of the existing systems.
The President has made an excellent start by naming persons of integrity to fill key
positions in the Executive Branch and as Supreme Court Magistrates.

The USAID Program in Honduras

The USAID/Honduras program has been built around the concept that Honduran
development in the truest sense requires integrating its people at all income levels into
its economic, social, and political processes so that they may contribute to and benefit
from national progress. We have been working at both the policy and project levels to
create the condition and mechanisms necessary for accelerated economic growth and a
broad sharing of the benefits of growth among the poor; and we have made major inroads
in both macroeconomic and human development terms. Our very significant impact on
combatting poverty and empowering and creating opportunities for the poor is summarized
in the box at page 5.



IMPROVED QUALITY OF LIFE EMPOWERMENT AND PARTICIPATION

Imp'roved Quallty of Life tor the Poor

Empowerment

ParthIpatIon ‘

 For the first time during the 1893 slections, Hondurar citizeris were able to cast their vote for Iocal ‘

USAID Accomplishments

exceeded 94 percent in 19883. Honduras record la the best in Central America R
Cioss to half a million nutritionally at risk psopie are benefiting from PL 480 Titie 1| Progr
Of the more than 21,80C graduates of the CADERH (a local PVO) vecational training program,
percent have besn employed; of those employed, %0 percent are women. Thelr incomes have
increased by some $1,000 annually, ,

Almost 27,200 jobs have been created under programs for small and micro- enterprises o :
From 1988 to 1992 private sector programs generatsd 53,000 jobs, about 85 percent are held by
women, ,
As a result of Improved pncing policles in the agricultural gector. agriculture- household Incomes‘
increased by 14.7 percen: between 1989 and 1992. BV
In USAID-assisted municipalities, the average number of Inhabitants receiving water, sanitatlon and
refuse-collection services increased from 18.5 percent in 1992 to 26.7 percent in 1993, f',,
Poverty rates which had increased from 68.5 percent in 1988 to 73.2 percent in 1991, decreased to

70.7 percent in 1882,

Technical and financial suppon contributed to free and fair elections in 1989 and 1993.

leaders separately from the candidates for national officas. This will iead to Increaeed local
government accountability to the electorate. v y
Small farmer organizations (including one represanting women) participation In pohw dialoque wes
cruclal to the passage of the Agricultural Modernization Law. .
Over 55,000 loans have been made to small and microenterprises since 1988 of whom 87 percent‘
of the borrowers have bean women, it
Over the last 4 years, credit union membership doudled to 63,000, 14,000 of whom are wome
savings Increased by aimost 300 percent over the same pericd. :
The number of primary schooi students graduating from the sixth grade has increased 56 peroent
since 1986. Fifty-two parcent of the graduates are fomale. N
Honduras now has the highest primary-school enroliment rate in Central Amenca and’ led lts
neighbors in increasing the education levet of its population over the past decade. : :
CADERH training centers provide job entry and siill-upgrading training to over 3000 people
annually, Approximately 35 percent of the trainees hiave been women.
Over 2,500 Hondurans have been sent to the United Stales for long- and short-term studies
virtually alf economic sectors. Almost 40 percent of the particlpants are women, and over 80 percent'
of the traineas have been socially or economically dnsadvamaged ke

Citizen participation at municipa! town mesetings Increxased from an average of 20 people in 1991 tO'
an average 116 people in 1983, :
Forty percent of the Mission's project assistance activities is channeled to or through 51 PVOs and
NGOs.
Four hundred village water users associations are serving 200,000 community members
Women operated “village banks" are currently serving 8,700 low income members. - - G
Threa-hundred forty nine community-based distribution posta are providing family plann}ng seMces
to approximatety 60,000 couples In low income areas.
Eighteen-hundred community based counselors are providing inforrmation and support to women who
wish to breast-feed their infants,
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The Changes in the Program

The goals of the new Agency strategy as well as the priorities of the new Honduran government
reaffirmed and refocused the human development objectives which we have been pursuing in the
health, family planning, education, agriculture, small enterprise, environment and democracy
areas. The major change in our program came from the sharp budget reduction, where we lost
all of our ESF (which had averaged $55 million/year over the last four years, including almost $5
million/year in projectized ESF for democracy activities); 35 percent of our DA assistance; and
an as yet uncertain but substantial amount of our PL-480 Title Il assistance.

The Adverse Impact on the Poor

Apart from the destabilizing effect of the loss of the policy based ESF resources on this economy,
which teeters precariously at the brink, another major impact of the sharp budget reduction will
be to exclude a large group of poor people from cur assistance who would otherwise have been
helped. Specifically, we will be excluding an estimated 307,000 poor Hondurans from the benefits
our DA program would have provided had we not suffered a 35 percent cut. The major project
reductions required to accommodate the 35 percent budget cut include the following:

—— Almost 25,000 subsistence hiI|side farm families (ave. 6/family), who wouid have been
beneficiaries of our LUPE hillside land-use productivity technologies, will be excluded as
a result of having to cut back the project by 50 percent.

- An estimated 3,000 small tarm families, who would have benefitted from all-weather,
farm-to-market access road improvements, will not see increased opportunities as a
result of the premature termination of this successful project after having expended only
70 percent of the planned project budget.

—— The follow-on Smalt Farmer Export project has to be designed at one quarter of the
optimal level, resulting in a likely loss of expected benefits for some 4,000 farm families.

- in the health sector, our follow-on project has to be designed at a much lower level,
essentially eliminating a planned $10 million, highly successful village water supply
component and foregoing the health gains for some 190,000 rural villagers who would
have benefitted.

- Finally, we will not be able to send some 200 of 500 economically disadvantaged trainees
which we had originally planned to send to the U.S. under our very successful scholarship
program.



Addressing the Agency's Goals

Encouraging Broad-based Economic Growth

The program in support of the Agency's broad-based economic growth goal is the most
significantly changed since last year. We have eliminated activities which previously focused on
increased investment, production, and exports, and are now concentrating on increased access
and opportunity for the poor.

The program will:

- Empower the poor by working through PVOs and NGOs to support entrepreneurial efforts
within the small-farm and small/microenterprise sectors, and by strengthening such organizations
as credit unions, agricultural cooperatives and farmer-owned enterprises.

- Improve functioning of markets by supporting GOH implermentation of sweeping economic
reforms, especially in the agriculture sector. {In the absence of ESF, PL 480 Title Il has become
even more critical to this effort.) USAID technical assistance, which has been the foundation of
policy dialogue on economic stabilization and structural adjustment has and will continue to
provide the analytic base for multilateral bank programs that support structural adjustment.
USAID will continue supporting privatization, and will work through a local NGO to provide
technical assistance to help overcome labor and environmental obstacles in moving toward a
free-trade agreement with the U.S.

- Invest in people through support to the Ministry of Education for alternative basic education
programs and a PVO vocational training program. Both activities will target out-of-school youth
and adults in an effort to increase their contribution to the economy. Meanwhile, the Waorld Bank
will follow up on our successful formal primary education efficiency efforts.

Protecting the Environment

Through the Action Plan period, the USAID program will continue the genera! direction of its
current environmental program by focusing on “green” issues. Working through the GOH, CARE,
and other U.S. and local NGOs and PVOs, activities will promote sustainable forest management,
sustainable agricultural practices on hililside farms (where farmers themselves become
extensionists), and improved management of protected areas by PVQOs under the GOH's
Environmental Protection Fund.

USAID activities that have other objectives as their primary focus will also contribute to
environmental improvements, particularly relating to "brown" issues. These include family
planning activities; water/sanitation activities in the health sector; improved water, sewerage, and
refuse collection services of municipal governments; and export-industry pollution-control
measures geared to possible NAFTA parity or accession.



Stabilizing World Population Growth and Protecting Human Health

Building on the successes of its health sector and family planning projects, USAID activities will
continue extending family planning services and primary-care health services to increasing
numbers of the country's population. To achieve this, they will work through GOH agencies and
NGOs to extend outreach to underserved rural areas. They will also promote sustainability of
GOH and NGO programs through cost containment and fee generation. Activities will support
child-survival interventions, increased use of STD/AIDS prevention practices, effective family
planning and maternal health practices, and decentralization of services. In this period of
declining resources, USAID will follow up its own activities in water and sanitation, which have
been so effective in preventing diarrheal death in children and in containing cholera, with efforts
to leverage other donor assistance. Prospects are good for USAID/IDB cooperation in water and
sanitation improvements through work with municipalities.

Building Democracy

The USAID program will essentially follow its current course in supporting democracy, with some
adjustments. First, there should be less need for our assistance with elections because they have
been institutionalized. Further, in response to President Reina's commitment to a "moral
revolution,” we have modified the strategic objective framework to highlight the importance of
improved ethics in government.

Program activities will set the technical base for more ethical and effective investigatory and
judicial systems (where the IDB is also contemplating assistance, but whose plans as yet remain
vague). Activities will also facilitate popular participation and empowerment in two ways:

(1) by creating mechanisms through which citizens can make representations to the GOH,
both directly and through PVO/NGO interventions; and

(2) by increasing citizen participation in loca!l government decision making, while helping to
improve local-government administrative capabilities to enable municipalities to respond
to citizen needs for key public services and to protect the envirenment.

And finally, activities will expose Hondurans fo democratic values, especially, but not exclusively,
through the Peace Scholarships program.

Resource Requirements

The Mission program request for Development Assistance (DA) and PL 480 Title Il is within
Action Plan controls, i.e., $21.1 million in DA for each of FYs 1995 and 1996 and $6.8 million per
year in PL 480 Title Il. On the other hand, the request for Title |ll at $10 million per year is higher
than the $5 million shown in the FY 1935 Congressional Presentation. The higher ievel is needed
to strengthen implementation of agricultural policy reforms that are helping the country move to
food security. The proposed program is aiso manageable with the operating expense budget and
personnel control levels provided by LAC/DPP.



Funding and personnel resources have plummeted in recent years in the face of increasing
demands on the Agency's limited budget. In response to these reductions, we have already
eliminated activities and/or reduced their size, and dropped one of our strategic objectives.
Moreover, directives are exacerbating an already difficult program budget situation, with no
meaningful positive program impact. The result will be to build pipeline for some activities, while
cutting others, including those with a proven positive impact on the poor.

Rhetoric vs. Reality

Honduras should be a model country for the new Agency strategy: it is a very poor country which
has taken the painful adjustment measures necessary to live within its economic means and with
USAID assistance has made major socioeconomic gains; it has a compelling macroeconomic and
poverty rationale for increased U.S. assistance; and the new, democratically elected government
is committed to improving the lives and opportunities for the poor and has a good human rights
record. On paper, Honduras has been designated a "sustainable development country,” but in
fact because it lacks an anti-narcotics or post-civil war reconciliation priority, Honduras has taken
the deepest budget cut in this region--reducing our assistance to a lower level than existed in
the latter years of the Carter Administration. There is a growing credibility gap between the
Agency's stated programming principles and budget levels in Honduras,

Honduras has the potential to achieve a much higher level of development by the end of this
century, one which lower-income groups participate in and benefit from. The Bureau and the
Agency can help Honduras achieve its potential by {1) holding the line against more cuts for our
program; (2) supporting our request for a new three-year, $30 million Title Il program; and (3)
giving us some relief on budget directives which, as described at pages 67-69, would otherwise
have a negative effect on the development impact of our program overall.
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SECTION li: ACHIEVING AGENCY GOALS

ACHIEVING BROAD-BASED ECONOMIC GROWTH

STRATEGIC OBJECTIVE 1: ENHANCED ECONOMIC PARTICIPATION AND
INCREASED INCOMES OF THE POOR

Pro utcom

1. Expanded access and opportunity through empowerment of the poor.
2. Expanded access and opportunity through improved functioning of markets.
3.  Expanded access and opportunity through investments in people.

rategic Objective Linkage I: Success in achieving the aforementioned program
outcomes and SO 1 will directly contribute at the country level to the fundamental Agency goal
of "helping people improve the quality of their own lives and share equitably in the benefits of
economic growth.”

Program Direction and Progress: This new Strategic Objective represents a shift from an
intensive program focus on improving the lives of Hondurans by promoting economic growth
through economic policy reform, and increased trade and investment to one that principally
emphasizes lower-income groups more directly by helping them participate in and benefit from
economic improvements. The hard-won policy reforms of the early 1990s are having a positive
impact on the economy. Changes in the Strategic Objective-ievel poverty indicators support the
view that the structural adjustment's worst adverse impact has passed and its benefits are
beginning to be felt. Poverty rates, which had increased from 68.5 percent in 1988 to 73.2
percent in 1991, decreased to 70.7 percent in 1992. In addition, overall employment in the
country increased modestly in 1993, despite a decrease in agricultural sector employment.’
Today, the multilateral donors are in the lead on structural adjustment. And while USAID will not
totally turn away from policy reform, our emphasis will be on implementation of recently approved
legislation, especially in the agriculture sector.

Empowering the Poor. During the Action Plan period, USAID will continue activities that give
lower-income groups access to resources and help increase their incomes and opportunities.
In the agriculture sector, credit unions, service cooperatives, and other producer organizations
will provide increased access to resources and information under the Mission's two small-farmer
organization projects implemented by the NGO, Finance Corporation for Agricultural Cooperatives
(FINACOOP). Today, some 315,000 individuals are benefiting from these projects; over the next

'Agricuiture sector employment declined due primarily to adverse international market conditions in the coffee and
banana subsectors, which account for one-third of the agriculture sector's employment. Some of this decrease was,
however, offset by increases in basic-grains production and large increases in nontraditional agricuitural export crops.

1



two years, we expect the level to increase to 370,000. A proposed new activity will also help
small farmers (predominantly with holdings of two to ten hectares). Working through the private
Honduran Agricultural Research Foundation (FHIA), Smail Farmer Export Development will help
small farmers increase their incomes and generate rural employment by teaching them how to
produce and market high-potential, nontraditional crops (such as onions, asparagus, and ginger)
for local consumption and for export to regional! and international markets. The activity will
support sustainable, environmentally sound, agricultural technologies emphasizing minimal use
of agricultural chemicals.

In the informal sector, Small Business |l will continue to work through several indigenous PVOs
and in cooperation with the Peace Corps: (1) to get credit to small and micro—entrepreneurs and
(2) to lay the foundation for a viable, self-sustaining informal financial market that will improve
the poor's access to credit and stimulate business activity. Since 1988, SB ll-supported PVOs
have provided 55,200 loans to these entrepreneurs. Of that total, 26,000 have gone to 349
Village Banks' 8,700 members, 93 percent of whom are women. Some 67 percent of all loans
have gone to women-owned or managed activities and 55 percent have a value of $60 to $300.
We project an exponential increase in the number of total loans over the next several years,
especially owing to increased Village Bank lending.

Expanded access and opportunity through improving functioning of markets. The program
will continue significant effort in support of market-oriented reforms because they provide the
necessary foundation for progress in activities that more directly benefit lower-income groups.
For example, between 1989 and 1991, the number of households in the rural poverty group (150
lempiras or less per month in 1991 prices) fell by 148,066 (a 55 percent decline). This dramatic
reduction in poverty is the direct result of policy reforms that removed price controls on
agricultural commodities, significantly altering the terms of trade in favor of agriculture.
Agricultural production, incomes, and jobs in the rural areas are stimulated by remunerative prices
for agricultural commodities. Because of price controls, agricultural prices declined by 25 percent
from 1980 to 1989 while consumer prices grew at about eight percent per year. Since the
removal of price controls in 1990, producer prices have increased 30 percent annually while
consumer prices have increased at about 15 percent annually. In the three years since the
reforms, the agricultural sector has gained back all the purchasing power that was lost in the
decade of the 1980s. These improvements led to increases in agricultural production averaging
5.4 percent annually during the 1988-82 period, significantly better than the 2.2 percent during
1980-87 and the 4.3 percent of the 1970s. More important for purposes of this discussion, basic
grains (primarily small farmer crops) benefitted considerably from the removai ot price controls.
Annual production grew from 3.1 percent in 1980-87 to 11.8 percent in 1988-92. Furthermore,
during the 1989-1991 period, while real household income declined by 8.2 percent nationally,
agricultural household incomes increased by 14.7 percent, as a result of policy reforms in the
sector.

The policy reforms had a small negative impact on urban households, which was, however, more
than offset by the large reduction of rural households in poverty. In addition, urban poverty has
been partially ameilicrated by targeted food subsidy programs of the GOH, funded in part by PL
480 loca! currency.

12



USAID activities will emphasize the agriculture sector, because it is key to poverty reduction in
Honduras. We will use Title llI policy dialcgue and the analytical capacity provided in the Policy
Analysis and Implementation Project (PAIP) to help the new GOH implement the far-reaching
Agricultural Modernization Law. We will work in support of the Law's goals which include
development of rural land and credit markets, a massive land titling effort, more efficient
organization of public-sector agricuiture, and better allocation of increasingly scarce timber
resources. Our activities will emphasize development and functioning of a market information
system and the implementation of a system of bonded warehouses 1o help develop grain markets.
Title 1ll resources at the proposed $10 million per year will be critical to success in the area,
especially in the absence of ESF. PAIP-funded technical assistance will also continue providing
the technical and analytical base for the $110 million World Bank/IDB agriculture sector loan.

In addition to providing technical assistance for agricuitural sector reform, , the PAIP will continue
to support the USAID-assisted Economic Policy Analysis and Implementation Unit which serves
the GOH Economic Cabinet in devising a poverty-reduction strategy and in helping strengthen
tax administration to permit increased budgetary allocations for the social sectors. The Mission
will also tap PAIP resources in supporting NGO efforts to help Honduras deal with labor and
environmental issues that could be obstacles to the negotiation of a free-trade agreement with
the United States. Such an agreement would, in addition to providing more job opportunities for
the nation's poor, promote competition, thereby assuring the lowest possible product prices for
the poor and rich alike.

Finaily, as the only donor working in this area, USAID wiil continue with its very successful
Privatization of State Enterprises project, which to date has aiready resulted in the privatization
of 43 entities with a total worth of $160 mitlion and has reduced the extemnal debt by $40 million.
The project is moving into a phase that has the potential for huge payoffs. It is currently providing
technical support for the privatization of the state telephone company (HONDUTEL), the second
largest state-owned enterprise in the country. Currently, this GOH/military-owned institution does
not even meet local demand for telephone service and is currently an obstacle to investment.
A private purchaser will inject substantial capital that will transiate into better service, more jobs,
and additional tax revenues for the GOH. Faced with a $292 million deficit (11 percent of GDP)
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the new GOH is giving privatization the highest priority to finance its social programs and reduce

the deficit. Privatization of large state-owned enterprises could generate between $500 million

and one billion dollars in the next two to three years. This would enable the GOH to pay for

priority social programs, reduce its deficit, create jobs, help reduce the country's debt and -
significantly reduce GOH's recurring costs and subsidies to these enterprises.

Investing in People. Fiscal Years 1994 and 1995 will witness the completion of the Primary
Education Efficiency (PEEP) and Human Resources Development Council (CADERH) vocational
training projects. Since 1986, PEEP activities have resulted in a 56 percent increase in primary
school graduates, of whom 52.2 percent are female. Many of these graduates are from lower-
income families, who would have previcusly been prone to repeat grades and drop out of school.
And for grades 1-3, standardized scores have increased by an average of more than 40 percent.
According to the UNDP, Honduras now has the highest primary scheol enroliment rate in Central
America and led its neighbors in increasing the education level of its population over the past
decade.

USAID's investments in CADERH's (a local PVO) vocational training programs have also
benefitted lower-income youth and adults, who have been unable o continue academic studies
and who otherwise would not have access to such training. Of CADERH's more than 21,800
graduates (35 percent women}, some 87 percent have been employed; of those employed, 50
percent are wormen and their incomes have increased by some $1,000 annually.

Following this success, the World Bank is planning to finance formal primary education activities.
USAID, meanwhile, will begin a Basic Education and Skilis Training (BEST) project which wilt
provide alternative basic education through the Ministry of Education and vocational training
opportunities through CADERH for some 400,000 low~income beneficiaries. We estimate this
activity will result in $180 million in increased earning potential for lower-income individuals by
the end of the decade.
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TABLE 1: STRATEGIC OBJECTIVE FRAMEWORK

e S— : ,
i AGENCY GOAL: ENCOURAGING BROAD - BASED ECONOMIC |
3 GROWTH J

ETRATEGIC OBJECTIVE NO. 1: ENHANCED ECONOMIC PARTICIPATION & INCREASED INCOMES OF THE

POOR
'T=' PROGRAM OUTCOME 1.1 PROGRAM OUTCOME 1.2 ' PROGRAM OUTCOME 1.3

Expanded Access and Opportunity
through Investment in People

Expanded Access and Opportunity
through improved Functioning of

Sxpanded Access and Opportunity
through Empowerment of the

|
|
| Markets _

P
. B EEE———————
e N ,,______,_-_,,ﬁ___L.A__,__k,._ N B
Projects (Numbenr\Title) Projects {(Number\Title) Projects (Number\Title)

|
Small Business Development I t  Policy Analysis and Implementation | Primary Education Efficiency
(522-0241) l (522-0325) } (522-0273)
[
\

Smalil Farmer QOrganization Privatization of State Enterprises Basic Education and Skills Training

Strengthening (522-0252) (522-0289) F {522-0388)
Small Farmer Agribusiness Small Farmer Export Development ‘
Development (522-0383) {522-0399)

{522-0399)

|
Small Farmer Export Development ] PL 480 Titie lll }
|

Rural Development Technology || Export Industry Technology Support ‘
Services ; (EXITOS) (596-0165)

(LACTECH: 598-0654) E
Antipoverty Leading for Enterprises Rural Development Technology
(940-0403) Services

(LACTECH: 598-0654)

Trade ang Investment Support (LAC)
(598-0797)

Implementing Policy Change
(936-5451)
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PERFORMANCE INDICATORS:

A) REDUCTICN IN THE PERCENT OF
THE PCPULACE LIVING BELOW THE
POVERTY LINE

EﬂHANCED ECONCMIC B) 1. EMPLOYMENT IN THE
PARTICIPATION AND AGRICULTURAL, INDUSTRIAL AND

INCREASED INCOMES OF THE SERVICES SECTORS

POCR 2. EMPLOYMENT IN THE
AGRICULTURAL. INDUSTRIAL AND

SERVICES SECTORS BY GENDER

PROGRAM OUTCOME 1.1
Explndea Access and
opportunity Through

Empowerment of the

Poor

PROGRAM OUTCOME 1.2
Expanded Access and
Cpportunity through

Improved Functiocning of

Markets

PROGRAM INDICATORS

PROGRAM OUTCOME

1.3

Expanded Access and

opportunity through

Investment in People

a) Number of Loans Made a) 1. IncreaBed Production & Sales al Increased Numbers of
to Micro & Small of Selected Nontraditional Children Completing Primary
Enterprises & Crope Produced Primarily Education.

Small-holders. by Small Farmers. Improved Quality of

b) Fully Performing Port- 2. Reducticn in Price Education Measured by
folio of PVQO & Credit Distortions Affecting Improvements In Primary
Union Loans to Micro the Agricultural Sector. Education Standardized
& Small Businesses & 3, Increased Investment Test Scores for Four
Small-holders. in Agriculture, Subjects. (Grades 1-6)

c) Incremental Employment 4. Increased Agricultural b) Basic Education Graduates
Attributable to USALD Land Sales and Land on the Five Leveles of the
Projects. Titles. Alternative Delivery System.

d) Increased Amount of b) 1. Protection of Workers' Increased Quality of the
Savings Generated by Rights. Alternative Basic Education
Credit Unions. 2. Increase in Waste Delivery System as Measured

e) Village Banks, Credit Treatment Facilities by Aggregate Increases in
Unions and Agricultural Servicing Export Industries Standardized Test Scores.
Cooperatives Serving in San Pedro Sula. (Grades 1-12)

Local Communities. c¢) Increased Number of c} Graduates from PVO and Municipal

Privatized State-Owned
Entarprises (SOEs).
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PROTECTING THE ENVIRONMENT

STRATEGIC OBJECTIVE 2: EFFECTIVE STEWARDSHIP OF KEY NATURAL
RESOURCES FOR SUSTAINABLE ECONOMIC GROWTH

Program Qutcomes:

1. Sustainable forest management practices extended
2. Sustainable agricultural practices extended
3. Improved management of protected areas

Strategic_Objective Linkage to the Goal: The Agency strategy paper on the environment lists
two "strategic goals." The Mission's Strategic Objective 2 (5.0.2), responds directly to the second
of the goals by addressing the "Green" aspects of "environmental, economic, and developmental
practices that impede development and are unsustainable.” By achieving the three Program
Outcomes, S.0.2 also contributes to the first “strategic goal" of reducing long-term threats to the
global environment, particularly loss of biodiversity.

" Program Direction and Progress: The USAID program will continue the general direction of

the current environmental program dedicated to "green* issues. In so doing, it will continue to
make substantial contributions towards the effective management of forests, soils, watersheds,
and reserves throughout the Action Plan period, with concomitant positive effects on current and
future prospects for economic growth. We will look to continued cooperation with the Peace
Corps in moving toward the Strategic Objective.

The year 1993 witnessed progress at the policy level when the GOH passed the Environmental
Law. In combination with the 1992 Agricultural Modernization Law, it sets a legal framework for
halting natural resources degradation, as well as for other environmental improvements. Under
the Law, the GOH has established the Ministry of the Environment (SEDA). SEDA has been
partially staffed and is now involved in developing regulations and norms for the Environmental
Law. The true measure of GOH commitment to environmental progress will be how well it
enforces the laws, a factor that will receive considerable Mission attention, especially in those
" areas that relate to S.0.2.

Sustainable Forest Management Extended. The Forestry Development (FDP) and Policy
Analysis and Implementation (PAIP) projects will continue supporting the transition of the
autonomous, public Honduran Corporation for Forest Development (COHDEFOR). The transition
involves shifting COHDEFOR's responsibilities from wood-products industrial and marketing
operations to the planning, regulatory, and management functions associated with a public forest
service in an open economy. Under the transition, COHDEFOR will also have a key role in

17



managing protected areas and in fire prevention and control. Significantly, the new COHDEFOR
will be dependent on the public budget rather than being self-financed through timber sales, a
situation that hardly discouraged forest exploitation. Although significant progress has been
made, COHDEFOR's management in the past administration did not universally embrace its new
responsibilities. USAID, in coordination with multilateral and other bilateral donors, will continue
pressing for change with the new ieadership.

The FDP will also work toward dramatically extending forest management in pine-production
areas, with sales of timber for harvesting carried out by auction, and with strict enforcement of
environmental provisions regarding forest-management plans for public and private forests. The
area of pine forest under effective management increased from zero hectares in 1989 to 56,000
in 1993. In 1993, the first timber auction marked the beginning of a move from cheap timber
sales to a privileged few to a fairer, more environmentally appropriate free-market system where
prices reflect true resource costs. Now that the process of developing forest management plans
is well underway, we project an increase to 300,000 hectares of effectively managed forest area
by the end of 1995. FDP will also continue to provide extensive training to personnel responsible
for effective forest management.

Sustainable Agricultural Practices Extended. With the cooperation of other USAID activities,
the Land Use and Productivity Enhancement (LUPE) project will continue efforts to transform
traditional and destructive hiliside agriculture practices and provide marginal farm families with
sustainable cultivation technologies. The number of poor hillside-farm households practicing
environmentally sound cultivation practices increased by more than 1,300 to 21,221 in 1993. This-
has contributed to an estimated 70,000-ton decrease in soil-erosion losses. Moreover, in 1993,
some 10,000 families had achieved at least 30 percent increases in average basic grains yields.
A distinguishing characteristic of the project is that it uses "contact farmers” as extension agents.
Based on an evaluation recommendation, USAID entered into an agreement with CARE in 1993,
under which PVOs are carrying out an increasing proportion of extension-education activities.
With this Government-PVO-community partnership, we project that the number of households
using improved agricultural practices will increase to well over 35,000 by the end 1996. As a
result, they will stabilize their hillside farmlands, achieve higher and sustainable production yields,
and improve their economic, nutrition and well-being while making measurable contributions to
soil conservation.

Improved Management of Protected Areas. USAID and the GOH are looking to
U.S /Honduran-NGO joint ventures to help extend protected areas and bring them under effective
management. Both the Honduran Environmental Protection Fund ("VIDA®) project and the FDP
will assist in the effort, with contributions on a lesser scale from several other USAID activities.
in 1993, seven NGOs were implementing effective activities, exceeding the targeted four. The
Mission program will concentrate on improving management on existing areas and bringing
additional new areas under control, for purposes of protecting important watersheds and/or
diverse biological or forest reserves. A key aspect of the program is building a consensus for the
activity's sustainability through enhancement of public awareness regarding environmental and
natural-resource management issues. Activities in 1893 under this new component of the
Mission's program focused on development of the critical, but previously non-existent network
of implementing institutions for protected area management in both the public and private sectors.
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As these initial institutional development efforts take hold, we should begin to see progress in
bringing protected areas under effective management plans during the Action Plan period.

Other USAID Programs Contributing to the Agency Goal. Notably, activities other than those
directly associated with S.0.2 also contribute to the Agency's environmental goal. These include:

> family planning programs that are helping to reduce the fertility rate;

> health programs that provide water and sanitation to rural communities, while at the same
time protecting microwatersheds for village water supplies;

> the Municipal Development project, which is increasing the number of citizens receiving
all three public services (water, sewerage, and refuse collection), is helping municipalities
move toward adequate sewerage treatment and solid waste management and helping to
protect municipal watersheds; and .

g an activity planned under PAIP to remove obstacles to NAFTA parity or accession, which
will include environmental issues, particularly proper treatment of industrial waste water
and solid waste management.
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TABLE 1: STRATEGIC OBJECTIVE FRAMEWOHK

; AGENCY GOAL: PROTECTING THE ENVIRONMENT

1

STRATEGIC OBJECTIVE NO. 2 EFFECTIVE STEWARDSHIP OF KEY NATURAL RESOURCES FOR SUSTAINABLE

ECONOMIC GROWTH

PROGRAM QUTCOME 2.1
Sustainable Forest Management
Practices Extended

Rl S S S —

PROGRAM OUTCOME 2.2
Sustainable Agricultural Practices
Extended

e Ty

PROGRAM OUTCOME 2.3 ‘
improved Management of Protected |

Projects {(Number\Title)

—

Projects (Numben\Title)

— ——

Projects (Number\Title)

Forestry Development
(522-0246)

Land Use Productivity Enhancement
(LUPE) (522-0292)

Honduran Environmental Protection
Fund
(522-0385)

Policy Analysis and Implementation
(522-0325)

Forest Resources Management |l
(936-5556)

Forestry Development
(522-0246)

Forestry Development
{522-0246)

Policy Analysis and Implementation
(522-0325)

Land Use Productivity Enhancement
{LUPE) {522-0292)

Honduran Environmental Protection
Fund {522-0385)

Policy Analysis and Implementation
(522-0325)

Tropsoils CRSP
(931-1311)

Conservation of Biological Diversity
{936-5554)

Bean/Cowpea CRSP
(931-1310)

Environmental Support Project
{"Light Hawk"} (598-0780)

Sustainable Agriculture and Natural
Resources Management CRSP
{SANREM: 936-4198)

Sustainable Agriculture and Natural
Resources Management CRSP

(SANREM: 936-4198)

Pond Dynamics CRSP
(936-4023)
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PERFORMANCE INDICATORS:

A)
EFFECTIVE STEWARDSHIP OF
KEY NATURAL RESCURCES
FOR SUSTAINABLE ECONOMIC B)
GROWTH
c)

INCREASED AREA OF PINE FOREST
UNDER EFFECTIVE FORE3T
MANAGEMENT PROCRAMS

INCREASED TOTAL AREA OF PARKS,
RESERVES. OR WATERSHEDS UNDER
EFFECTIVE PROTECTION PROGRAMS

INCREASED AREA CF PINE FOREST
HARVESTED IN ACCORDANCE WITH
ACCEPTABLE FOREST MANAGEMENT
PRACTICES NATICNWIDE

FPROGRAM QUTCOME 2.1
Sustainable Forest

Management Practices
Extended

a}) Government Role in
Porestry Redefined.
b} Increased Amount of
Training Recelved by
Personnel Responsible
for Effective Forest

Management.

c) Volume of Standing
Pine in Forestry Develop-
went Project Pilot

Areas Maintained.

PROGRAM OUTCOME 2.2
Sustainable Agricultural

Practices Extended

PROGRAM OUTCOME 2.3

Improved Management

of Protected Areas

a)

b)

<)

PROGRAM INDICATORS

Increased Number of House- &}

holds Practicing Environ-
mentally Sound Cultivation

Practices.

Soil Erosion Losszes Reduced b)

on Treated Hillside Farms.

Increased Grain Yields on

Treated Hillside Farms. c)

d)
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Increased Number cof
Foreat Reaerves/Frotected

Areas Under lLong-Term

. Management Plans.

Increased Environmental
Awareneass and Technology

Tranafer.

Increased Effective Environ-~

mental Activities.

Increased Number of Watersheds

Protected.



STABILIZING WORLD POPULATION GROWTH AND
PROTECTING HUMAN HEALTH

STRATEGIC OBJECTIVE NO. 3: IMPROVED FAMILY HEALTH

Program Outcomes;

1. Increased percentage of Hondurans who practice family planning
2. More effective child survival interventions
3 Increased use of STD/AIDS prevention practices

trategic Objective Linkage to the Goal: The program and targets supporting Strategic
Objective (SO 3) virtually mirror the Agency strategy's principles and methods. Achieving such
targets as reduced rates of fertility, infant mortality, maternal mortality, child malnutrition, and HIV
transmission, will contribute to the Agency's worldwide population and health goal.

The focus on health in the articulation of SO 3 responds to the program environment in Honduras.
Presenting heaith as the overall objective with family planning as a primary contributor to that
objective is the most effective approach to achieving Agency population and health targets in
Honduras. The substantive reality, meanwhile, is that the USAID projects and their public and
private~-sector implementing agencies integrate family planning and health services.

P irectiol d Pro LH

Increased percentage of Hondurans who practice family planning. The Mission will continue
to support family planning programs under the Health Sector il project as part of its primary
health~care activities. The main family planning activity will be support to the PVO, Honduran
Family Planning Association (ASHONPLAFA), through the Private Sector Population Program |l
Project and its follow~on scheduled for initiation in FY 1995,

During the Action Plan period, we will help ASHONPLAFA formulate and implement strategies
to expand coverage and improve the quality of services. ASHONPLAFA currently has 1900
community—distribution points providing information and family-planning products to current and
potential clients of both sexes. Its efforts, combined with those of the GOH, led to an increase
in contraceptive prevalence (CPR) from 41 percent (33 percent modern) in 1987 to 47 percent
(35 percent modern) in 1991. Fertility rates declined from 5.6 to 5.1 in the same period. Our
targets for 1996 are 51 percent (39 percent modern) for CPR and 4.6 for fertility. The use of
traditional family planning methods accounts for most of the increase in contraceptive prevalence
over the last several years. USAID-supported programs will continue to support the use of
modern family planning methods. The Church's restraint in expressing open opposition to
condom use because of the AIDS problem should help in this regard. As the unmet demand for
family planning services in rural areas continues to grow, ASHONPLAFA will develop, with USAID
program support, a strategy that will incorporate complementary transportation services for its
users into its existing service centers and the use of community based physician.
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In addition, we will continue to address the priority issue of ASHONPLAFA's self-sufficiency.
Lower operating costs, implementation of fee—generation activities (e.g., ultrasound services), and
better cost-recovery mechanisms will take precedence. A reproductive-risk/family-planning
information, Education and Communication (IEC) campaign for the MOH will also be implemented
this year.

More Effective Child Survival Interventions. USAID will amend its Health Sector Il Project in
1995 and extend it to FY 1998. Health Sector Il with excellent cooperation from the Peace Corps
has contributed to a number of major achievements that are all the more striking because
Honduras is such a poor country. Most notable among them is the reduction in the infant
mortality rate, which has outpaced earlier projections. The 1891-92 Epidemiology and Family
Health Survey (EFHS) revealed a continuously rapid rate of decline in infant mortality (IMR) in
Honduras. The rate has dropped from 85 infant deaths/1000 live births in 1979 to 50 in 1989,
This rate of decline has not been exceeded by any other country in the Latin American Region
and is below the expected IMR for Honduras, given its per capita GDP. One contributing factor
has been the immunization of children under one year of age. In 1993, Honduran children in this
age group who were vaccinated against diphtheria, measles, polio, and tuberculosis exceeded
- 94 percent, the best record in Central America. Diarrheal diseases as a proportion of outpatient
visits to health centers by children under five dropped from more than 17 percent for the period
1988-90 to less than 13 percent in 1992 and 1993. The infant mortality rate is, of course, still
too high, hence the need to continue to support activities that address what are now leading
causes of infant mortality in Honduras. The 1991-92 EFHS als¢ noted that neonatal problems
are now the primary cause of infant mortality in Honduras. Acute respiratory infections (ARIs)
occupy the second position, and diarrheal diseases have moved to third place. This will be
reflected in renewed emphasis on prenatal and maternal/reproductive care and in more effective
treatment of ARIs. At the same time, we will assist the MOH to maintain and advance the gains
in reducing the impact of diarrheal diseases. Today, more than half a million rural residents are
benefiting from USAID-supported water and sanitation systems. The cumulative target for 1996
is 554,000.

Water and sanitation are key to helping Honduras contain cholera and other diarrheal diseases.
Water and sanitation programs combined with a vigorous GOH public-awareness campaign in
1991 had helped contain the disease. However, the epidemic expanded in 1993 due largely to
excessive rains and flooding along the North Coast. Given its declining resources, the Mission
will work on key institutional reforms in the water and sanitation sector and will try to leverage
other donor support in the health area. Prospects are good for cooperation with the IDB in water
and sanitation improvements through reform of SANAA, the national water authority, and work
with municipalities. Other potential sources include PAHO and the German assistance agency,
GTZ. The Worid Bank is already active in the health sector with a $150 million loan supporting
GOH social safety-net programs, including the food coupon program for poor mothers and
infrastructure activities under the Honduran Social investment Fund (FHIS); development of the
primary-attention system and some anti-AlDS activities.
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During the Action Plan period, the Mission will continue to work with the Ministry of Health (MOH)
to consolidate the gains made in decentralizing services, extending primary health care to rural
populations, and increasing local participation and control of these services. Specific strategies
include formalizing and extending the retention/management of fees by community-support
organizations and enhancing the decision-making process at the local level. Working through
PVOs and SANAA, the innovative rural-water technicians program will strengthen the capacity
of local water boards to collect usage fees and maintain their water systems. The Mission will
enter into policy dialogue with the new Ministry of Health authorities on improving support systems
through improved procurement and logistics, a local programming model, and development of
human resources at the regional and local levels. The national training centers for community
counselors in breastfeeding will further develop community—-based capabilities for preventive MCH
care. And finally, extension of the network of community-based oral rehydration units will
strengthen local capacities o continue the trend for diminishing the impact of diarrheal diseases,
including cholera.

Increased use of STD/AIDS-prevention practices. Honduras continues to struggle with HIV
transmission. The HIV seroprevalence rates at sentinel surveilance sites continue to be
alarmingly high. One positive development was a 62 percent increase in condom distribution in
1992 and continued increase in 1993. We believe this is the beginning of a continuing trend,
especially since public education programs have shifted their focus from fidelity to condom
promotion for AIDS prevention. We plan to draw on AIDSCAP for implementation of a program
in Honduras that will focus on (1) contraceptive social marketing; (2) detection, treatment, and
control of sexually transmitted diseases; and (3) communications for modified behaviors. Through
this effort, we will work to reduce the seroprevalence rate in commercial sex works and people
in the workplace on North Coast and in Tegucigaipa.
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TABLE 1: STRATEGIC OBJECTIVE FRAMEWORK

AGENCY GOAL: STABILIZING WORLD POPULATION GROWTH

PROTECTING HUMAN HEALTH

—

AND I]

STRATEGIC OBJECTIVE NO. 3:

IMPROVED FAMILY HEALTH

=

N B _

PROGRAM OUTCOME 3.1
increased Percentage of Hondurans
who Practice Eftective Family
Planning

_

-

PROGRAM OUTCOME 3.2
More Effective Child Survival
Interventions

PROGRAM OUTCOME 3.3
Increased use of STD/AIDS Prevention
Practices

— 1

| I

Projects (Number\Titie)

Projects (Number\Title)

Projects (NumbenTitle)

Health Sector |l
{522-0216)

Health Sector H
(522-0216)

Health Sector i
(522-0216)

Private Sector Population Program ||
(522-0369)

Private Sector Population Program |
(522-0369)

Private Sector Population Program I
(522-0369)

Private Sector Population il

Private Sector Popuiation 11|
(522-0389)

(522-0389)

PL 480 Title i

Strategies for Improving Service
Delivery (The Population Council:
936-3030)

Private Sector Population Il
(522-0389)

Family Health International
(936-3041)

Family Planning Logistics
Management
{936-3038)

Health and Nutrition Technical
Services
(598-0657)

AlDS Technical Support -- AIDS
Control and Prevention (AIDSCAP)
{936-5972.31)

Family Heaith International
(936-3041)

Family Health international
(936-3041)

Resources for the Awareness of
Population Impacts on Development:
Demographic Data Initiatives
(936-3046)

Maternal & Neonatal Health &
Nutrition (Expanded Program in
Breast-Feeding)
{936-59686)

Family Planning Management
Development (936-3055)

Data for Decision Making
(936-5991)

Zentral Contraceptive Procurement “
(936-3057)

Health Care Financing and
Sustainability
{936-5974)

BASICS
(936-6006)

Food Nutrition Monitering and
Support (IMPACT)
{936-5110)
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PERFORMANCE INDLICATORS:

A}
B)
IMPROVED FAMILY
HERLTH €)
D)

REDUCED INFANT MORTALITY RATE
REDUCED LEVEL OF MALNUTRITION
AMONG CHILDREN 12-23 MONTHS
OF RGE

REDUCED REPRODUCTIVE RISK
REDUCED TOTAL FERTILTY RATES
OF WOMER OF 15-44 YEARS

OF RGE

PROGRAM OUTCOME 3.1
Incressed Percentage of
Hondurans who Practice

Effective Family

Planning

a)

b)

Increased Contraceptive
Prevalence in Women of
15-44 Years of Age, in
Union,

Increased Percentage of
Rural Women who had a
Prenatal Visit at a Health
Center During her

{Within
the Last 5 Years)

Last Pregnancy.

a)

b)

c)

d)

£}

PROGRAM OUTCOME 3.2
More Effective Child

Survival Interventions

PROGRAM 1INDICATORS

Increased Percentage of
Children 2 - 3.99 Menthe

who were Breastfeed Only
During the Previous 24
Hours.

Increased Percentage of
Children Under One Vaccinated
for Selected Diseases {DPT,
Measles, Polio. and
Tuberculosis).

Increased Percentage of Women
Bged 12-49 Vaccinated with a
Second Dose of Tetanus
Toxeld within the Last

3 Years.

Cholera Fatality Rate
(Reduced to Less than

One Percent of Reported
Cholera Cases).

Reduced Percentage of
Outpatient Visits of
Children Under Five to
Health Centers Due to
tiarrhea.

Improved Treatment for
Diarrhea.

Increased Number of Rural
Residents Benefitting from
USAID-Supported Water and

Sanitation Systems.
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PROGRAM OUTCOME 3.3
Increased Use of STD/AIDS

Prevention Practices

a}) Reduced Seroprevalence Rate

in Copmercial Sex Workers
and Women Attending a
Prenatal Clinic in San
Pedro Sula.

b) Increased Total Number
of Condoms Diatributed
[Sold and Handed Qut}.



BUILDING DEMOCRACY

STRATEGIC OBJECTIVE 4: MORE RESPONSIVE DEMOCRATIC PROCESSES WITH
GREATER CITIZEN PARTICIPATION

ogra

1. More ethical and effective investigatory and judicial systems

2. More responsive and effective municipal government

3. Greater number of Hondurans exposed to and trained in democratic values

Strategic Objective Linkage to the Goal;: Strategic Objective 4 (SO 4) supports the democratic
consolidation ‘aspects of the Agency's democracy goal. In line with Agency strategy and in
response to key democracy issues in Honduras, activities focus on the accountability,
transparency, and accessibility of government institutions; on a strengthened justice system based
on rule of law; on respect for human rights; and on citizen internalization of democratic values and
participation in government processes, at the national and local levels.

rogra ' rogr

After Honduras' fourth free and fair national and local level elections in November 1993 and
another peaceful transfer of power between opposing political parties it is fair to say that elections
have been institutionalized in the country. The USAID program can concentrate during the Action
Plan period on helping Honduras move closer to becoming a mature democracy by addressing
the core issues of true political empowerment mentioned above. Support for the 1997 elections
would be considered as we move closer to that date.

" More Ethical and Effective Investigatory and Judicial Systems. Good governance requires
an honest judiciary where the guilty do not enjoy impunity due to influence, where rights are
protected, and judgements are based on the law. The USAID program will direct itself during the
Action Plan period primarily to replacing the rule of political and financial influence with the rule
of law and to fostering equal access and standing for the Honduran population in the courts and
in other venues relating to good government. In 1993, Honduras moved a step closer toward the
rule of taw through an initiative that resulted in the functional transfer of public-prosecutor and
national-police investigative responsibilities to a new Public Ministry. The effect will be
independence of the two functions from the Court and the military, respectively. President Reina
campaigned on and has continued to stress the need for a "moral revolution" in Honduras, and
his choice of people who are well known and respected for honesty and competence for
Executive Branch and Supreme Court appointments has signaled the potential for accelerated
progress toward this Program Outcome in 1995-1996. Leadership in the Court system is key to
assuring the emergence of an honest and impartial judiciary. Informed observers of the judicial
system in Honduras beiieve that conditions have never been more favorable for a genuine reform.
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Strengthening Democratic Institutions (SDi)? will promote implementation of a merit-based
Judicial Career Law with the intention of eliminating political influence in appointment and
separation of justices and court personnel. Currently, 20 percent of personnel actions are being
handied in accordance with the Law. The target for 1995 is 95 percent. SDI will also support
implementation of a similar career law for the new Public Ministry, with 50 percent adherence
targeted for 1996 and 95 percent by 1998. SDi and Strengthening Accountability Systems (SAS)
will work with the justice sector (including the Court and the Public Ministry) and the GOH's
Controliler General, respectively, to see that complaints of misconduct or fraud are
investigated/audited, referred to proper authorities for prosecution, and adjudicated/sanctioned.
In 1993, the Court's Inspector General completed 166 investigations, of which nine were accepted
for prosecution; however, none were adjudicated. We have targeted 10 adjudications each year
in 1994 and 1995, and 20 in 1996. Going further, our Strategic Objective-level target is sanctions
in 40 percent of prosecuted fraud and corruption cases by 1995 and 70 percent by 1996.
Notably, USAID-supponrted anti-corruption initiatives require public participation in identifying
suspected corruption to enhance citizen participation in the process. In a related citizen-
empowerment effort, SDI is supporting the Foundation for Democracy and Development of
Honduras {FDDH), a newly organized NGO made up of a number of respected Hondurans who
see the need for an outside pressure group/public interest advocate to promote public awareness
and informed nonpartisan debate on such key issues as: honesty in government and the
judiciary; strengthening citizen participation in a democratic society; maintaining an open
economic system; limiting the role of the military, and promoting social justice.

More Responsive and Effective Municipal Government. The main focus of the USAID
Municipal Development Program (MDP} is the promotion of meaningtul participation of Hondurans
in the iocal governance process while strengthening municipalities' capacity to provide basic
servicas to their citizens. In 1993, a USAID-supported public awareness campaign spearheaded
by AHMON, a private municipal-sector advocacy group, helped the country take a major step in
breaking the political monopoly of the traditional parties and increased mayoral accountability to
the people. Hondurans won the right to vote for mayors separately from the national ticket, which
has provided them with a representative form of local government.

Because empowerment of local communities is essential for the survival of the municipalities, the
MDP program will help citizens go beyond representative government to participatory government
by helping them learn about and participate effectively in such a process. Through a direct effort
at the community level, MDP will help build "political bridges" that will enable citizens to
participate in the decision-making process and play a key role in the decentralization of services
at the iocal level. These "bridges" will include efforts to increase parlicipation in town meetings
and public hearings, encourage the use of plebiscites to resolve local issues, and encourage
participation of independent candidates in elections. MDP has already met with success in part
of this effort. The average number of attendees per town meeting jumped more than fivefold from
20 in 1991 to 110 in 1992, and increased to 116 in 1993. In 1992, female participants
outnumbered male participants by more than two to one; in 1993, male attendance grew
somewhat as a proportion of the total. One woman, after attending her municipality's first-ever
town mesting, was thrilled to have finally learned about her local government's budget. Through
TA, training, and participation in the meetings, municipal leaders and other citizens learn about

Zan SOI Project 6 proposed for initiation in FY 1996. A NAD is included in this Plan.
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the need to increase the proportion of municipal budgets going to capital projects to permit
delivery of basic services (water, sewerage, and refuse collection). In MDP's 22 participating
municipalities covering over 45 percent of the Honduran population, the average proportion of
municipal budgets going to capital projects surged from 13.7 percent in 1992 to 31.3 percent in
1993. Not surprisingly, the number of urban inhabitants of participating municipalities who
received alt three basic services also jumped from 18.5 percent to 26.7 percent during the same
period.

MDP will also support activities that go beyond the communities themselves. As it continues
technical support and training to strengthen municipal governments, it will gradually reduce its
funding for technical assistance and training to implementing agencies to test their commitment
and ability to generate their own resources by providing satisfactory services to the municipalities.
it will also expand the pool of TA and training service providers to give municipalities greater
choice in meeting their demands for these services. MDP will continue to leverage Central
American Bank for Economic Integration (CABEI) HG and other-donor resources to elicit larger
co-financing of municipality infrastructure projects serving low-income families.

Greater number of Hondurans exposed to and trained in democratic values. Given sharp
budget reductions in the USAID/Honduras program, the number of Honduran leaders participating
in "Experience America” programs under the Honduras Peace Scholarships (HOPS) Program Il
between 1995 and 1998 will essentially be halved to about 250. By the end of 1993, 2,174
Hondurans, almost all from lower-income echelons of Honduras, have “"experienced America"
under USAID programs. Nearly 40 percent of these have been women.

By the end of 1993, more than 366,000 university textbooks had been sold to bookstores
participating in the Regional Technical Aid Center Project (RTAC Il). The program has targeted
420,000 by the end of the project in FY 1996. By that time, RTAC 1l will have achieved self-
sufficiency and will continue to provide approximately 25,000 reasonably priced Spanish
transiations of U.S. university textbooks per year to Honduran university students through 12 local
textbook outlets.
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TABLE 1. STRATEGIC OBJECTIVE FRAMEWORK

H AGENCY GOAL: BUILDING DEMOCRACY

CITIZEN PARTICIPATION

STRATEGIC OBJECTIVE NO. 4: MORE RESF’ONS!VE DEMOCRATIC PROCESSES WITH GREATER

I

PROGRAM OUTCOME 4.1
More Ethical and Effective
investigatory
and Judicial Systems

=1

PROGRAM OUTCOME 4.2
Greater Number of Hondurans
Exposed to and Trained
in Democratic Values

More Responsive and Effective
Municipal Government

- J

Projects (Number\Title)

Projects (Numbenr\Title)

Projects (Numben\Title)

Strengthening Democratic Institutions
(522-0296)

Strengthening Democratic institutions
(522--0296)

Municipal Development
{522-0340)

Strengthening Accountability
Systems
(522-0381)

Honduras Peace Scholarships |
(HOPS |I; 522-0364)

PL 480 Title |l
{Municipal Infrastructure and

Technical Assistance - MITA)

Evaluation of Caribbean and LA

Scholarship Programs
{598-0661)

Local Government Regional
Outreach Strategy
{LOGROS: 596-0167)

Regional Technical Aid Center I
{RTAC II: 598-0791)

Shelter Sector and Urban
Development
(CABEI) (596-HG-006)

Central American Journalism
Strengthening
{(598-0802)

AIFLD Il
(598-0806)

R
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MORE RESPONSIVE
DEMOCRATIC PRCCESSES WITH
GREATER CITIZEN
PRARTICIPATION

PERFORMANCE INDICRTCRS:

A) INCREASED PERCENTAGE OF THE PUBLIC
THAT BELIEVES THAT NATIONAL
ELECTIONS WERE FAIR. OPEN
AND FREE

B) INCREASED PERCENT OF CASES
UNDER INVESTIGATION BY
PUBLIC MINISTRY AND/OR “CONTRALORLA
GENERAL DE LA REPUBLICA"

AUDIT FINDINGS OF FRAUD AND
CORRUPTION THAT ARE PROSECUTED
AND SANCTIONED.

C) INCREASED COMMUNITY ATTENDANCE
TO TOWN MEETINGS IN PARTICIPATING
MUNICIPALITIES

PROGRAM OUTCOME 4.1
More Ethical and
pffective Investigatory

and Judicial Systeums

PROGRAM COUTCOME 4.2
More Responsive and
Effactive Municipal

Government

a) Increased Number & Percent
of Cames Investigated, and
Referred, Adjudicated
1. By Court to Public
Ministry

2. By “"Contraloria General
de la Repiblica” to
Procuraduria

3. Public Minietry Inveat-
igations (Internal Anti-
Ccorruption Unit)

b} Controller General Conduc-
ting Audits in Accordance
with AICFA Standards.

¢} 1. Adherence to Frecepts

af Judicial Career Law.

2. Adherence to Precepts of

Public Ministry Career Law.

d) 1. Increased Number of

PROGRAM INDICATORS

a) Increased Number of
Peraons Attending
Training Events.

b} 1. Increased Proportion of

Municipal Budgets Going

to Capital Projects.

2. Increased Coverage/
Proviaion of Public
Services (Water,
Refuse/Collection} by
Municipalities.

Qualified, Full-Time Public

Defenders, Law School

Graduate Justices of the
Peace,
Steff.

2. Increased Number of

Qualified Public Prosecu-

tors.

and Liaisen Office
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PROGRAM OUTCOME 4.3
Greater Number of
Hondurans Exposed to

and Trained in

Democratic Values

a) Increased Number of
People Having Completed
"Experience America”
Program.

b) Increased Number of
Textbooks ﬁold.
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SECTION Hi: NEW ACTIVITIES
NEW ACTIVITY OVERVIEW

USAID/Honduras plans to launch or amend the following activities during the penod covered by
this Action Plan:

1994:

522-0399 Small Farmer Export Development (SFED) {New)

1995:

522-0216 Health Sector I (Amendment)
522-0241" Small Business |l {Amendment)
522-0340 Municipal Development {Amendment)
522-0388 Basic Education and Skills Training (New)
522-0389 Private Sector Population Il (New)

P.L. 480 Title 1l Food for Development (New)

1996;

522-0394 Strengthening Democratic Institutions || {New)

The Mission plans only one new start in FY 1994, the $2.0 million Small Farmer Export
Development Activity (SFED). This activity, however, will contribute to Strategic Objective 1 by
promoting Enhanced Economic Participation and Increased Incomes of the Poor by heiping small
farmers to participate in high potential, sustainable production of nontraditional crops for both the
local and export markets. In addition, the project supports Strategic QObjective 2, our
environmental objective, by including environmentally sound practices in the production process.

In FY 1995, USAID/Honduras plans to make substantive amendments to three ongoing projects
and to launch three new activities. Three of these FY 1995 design efforts were reviewed and
approved by the LAC Bureau during the 1994-95 Action Plan cycle:

»  An amendment adding $7.5 million to the Small Business 1l Project (for a new LOP total
of $23.3 million) wiil contribute to Strategic Objective No. 1 (Enhanced Economic
Participation and Increased Incomes of the Poor) by significantly improving small business
access to credit and generating new employment opportunities for the disadvantaged.

»  An amendment adding $2.0 million to the Municipal Development Project (for a new LOP
total of $12 million) will deepen the Mission's support to our Strategic Objective of More
Responsive Selected Democratic Processes with Greater Citizen FParticipation by
continuing and expanding that project's efforts to strengthen local governments and
increase the role of citizens in the decision-making process.

> The new Basic Education and Skills Training Project (BEST) will also contribute to the
Strategic Objective of Enhanced Economic Participation and Increased Incomes of the
Poor by expanding basic and vocational education opportunities to those Hondurans who
heretofore have had the least access to them.
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As plans for these activities have not changed substantiaily since the review of that Action Plan,
USAID Honduras has not submitted updated New Activity Descriptions (NADs) for them.

in FY 1995, we plan to design and authorize three other activities not yet reviewed by USAID/W.:

g An amendment adding $7.1 million to the Health Sector Il Project (for a new LOP totatl of
$64.4 million) and extending its PACD to May 1998 (for a total LOP of 10 years). The
amendment will expand assistance in support of family planning, reproductive/maternal
health, and control and prevention of sexually transmitted diseases (including HIV/AIDS),
and will continue the project's primary health care activities. The proposed amendment
will therefore directly support the Strategic Objective of Improved Family Health.

> A new Private Sector Population 11l Activity (522-0389) will build on the successes of the
existing Private Sector Population Il Project by increasing the access of rural Hondurans
to family planning information and modern contraceptive methods. This activity wilt
contribute directly to the Mission's Strategic Objective of Improved Family Health.

* A new three-year, $30 million P.L. 480 Titie lil Food for Development Program will
continue to support Honduras' efforts to reform its agricultural sector and thereby improve
its capacity to provide for its food needs without degrading the natural resource base. By
supporting these efforts, the Program will contribute to the Strategic Objective of Enhanced
Economic Participation and Increased Incomes of the Poor.

New Activity Descriptions for these proposed efforts are set forth on the following pages. The
Mission requests program concurrence to design and authorize the amendments o the Health
Sector !l and the new Private Sector Population !l Activity in FY 1995; we also request program
concurrence to proceed with the design of the new Title 1Il Program (authorization of such a
program will foliow completion of the design).

Finally, in FY 1996, the Mission plans to launch one new activity:

» A follow-on, $10 million Strengthening Democratic Initiatives |l Activity (522-0394) in
support of Strategic Objective 4 (More Responsive Democratic Processes with Greater
.Citizen Participation). This new activity would build on the successful Strengthening
- Democratic Institutions Project (522-0296) by strengthening democratic institutions at the
national level, promoting respect for human rights and for the rule of law, fostering
transparent and accountable government, and increasing empowerment and popular
participation in decision making by all sectors of civil society.

We are submitting an initial New Activity Description for this effort with this Action Plan. In the
next Action Plan cycle (1996-97), USAID/Honduras will request program concurrence to design
and authorize this activity in FY 1996. NADs for any other proposed new activities identified by
the Mission over the next twelve months will also be included in the 1996-97 Action Plan.
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NEW ACTIVITY CRIPTION

1. BASIC DATA

a. Activity Title: SMALL FARMER EXPORT DEVELOPMENT
b. Activity Number: 522-0399

c. Source of Funding: Development Assistance (DA) Funds

d. Duration: FY 94 - FY 98

e. Proposed LOA Funding:  $2,000,000

2. STRATEGIC FIT WITH AGENCY/BUREAU GOAL

This new activity will directly support the Agency and Bureau Strategy of "Encouraging Broad-
Based Economic Growth." The activity will assist small farmers to participate in high potential,
sustainable, nontraditional crop production for local consumption and export to regional and
international markets. Under this activity, small farmers will benefit from increased
employment and incomes, expanded access and economic opportunities through the provision
of appropriate technologies, and the strengthening of the local and export agricultural markets.
The activity will support development of sustainable, environmentally sound agricultural
technologies emphasizing minimal use of agricultural chemicals and of scarce natural
resources.

3. CONSISTENCY WITH MISSION STRATEGY

Strategic Objective 1: Enhanced economic participation and increased incomes of the
poor.
a. Activity Goal: To expand the access of the small farmer to the market economy.

b. Activity Purpose: To develop and promote high potential agricultural crops with small
farmers for local consumption and export to regional and international markets. The activity
will contribute to rapid economic growth for a broad segment of society through the provision
of sustainable, economically and environmentally sound agricultural production technologies.

c. Activity Description: The activity will focus on assisting farmers with small holdings.
The small-holder farmer typically owns 2-10 hectares of good, arable land apt for the
production of high potential agricultural crops, but lacks the technical and the market
information necessary to undertake production of these crops. This activity will focus on
assisting the small-holder farmer to produce and market high potential nontraditional crops
by identifying windows of opportunity, market niches, and local and international buyers for
these crops, as well as by improving the market information systems available to small farmers
and training them in their use.
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Small farmers have traditionally faced severe constraints in producing nontraditional crops for
local, regional and international markets. They have suffered from a lack of access to
information on international standards for quality control, packaging requirements, pesticide
residues, market contacts, produce brokering systems, and sources of credit. To help
overcome these constraints, this activity will provide assistance to these farmers in analyzing
opportunities for high potential nontraditional crops, and in identifying, understanding, and
monitoring regional and world markets.

Because environmental concerns must be paramount in agricultural production, this activity
will develop within the private agricultural sector the expertise to detect and alleviate
environmental hazards that will be encountered while developing the farming methods needed
to meet international production standards. These problems include effects on farm workers
as well as on the biodiversity and quality of life. This activity will work directly with research
institutions, small farmers, farm communities, exporters, international donors, and the
Government of Honduras (GOH) to develop and disseminate information on appropriate,
environmentally sound production technologies and marketing strategies for the growth and
export of high potential nontraditional agricultural crops.

This activity will be implemented by a local NGO. The Honduran Agriculture Research
Foundation (FHIA}) is a prime candidate to be the implementing entity for this activity. FHIA
has developed the required facilities and other resources through USAID assistance under the
Agriculture Research Foundation Project (522-0249). The Rural Development Office has had
extensive discussions with the management and Board of Directors of FHIA, and has received
their endorsement of this new activity.

d. Anticipated Impact: The stimulation of agricultural export crops will encourage increased
investments in rural areas and open credit sources for the rural population. Previous Mission
programs supporting high potential export agriculture have led to broad participation by poor
rural people. This activity will build upon these successes. For example, export of melons,
a fledgling industry begun in 1984, now employs more than 15,000 people in the Choluteca
region, the poorest section of the country. More than 45 percent of these employees are
women, many of whom have become wage-earners for the first time. Many small farmers
now grow melons for export, through membership in agricultural cooperatives. Before the
introduction of melons for export, most of these farmers had grown cotton - a crop with
significant adverse environmental impact and a deteriorating market.

Sweet onions are another example of a high potential export crop that is being grown by
smali-holder farmers. Given a lack of quality and quantity in the production of sweet onions
for local consumption, the Honduran Agriculture Research Foundation (FHIA) Project (522~
0249) began initial variety evaluations and research on this crop in 1988. As a result of
FHIA's intervention in this area, local consumers now have access to a new and better product
and onion exports have been stimulated. Gross income from local sales and international
exports of sweet onions was $118,000 in 1993, and is expected to rise to $1,820,000 in 1994,
Producers now use drip irrigation systems to conserve water resources, and have learned the
proper timing of pesticide and fertilizer applications to reduce negative environmental impacts.
in addition, US exports of agricultural inputs to Honduras (fertilizers, grading equipment,
packaging) have increased.
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These farmers have been wiliing to make the capital investment and assume the increased
risk that production of a new crop entails because onions offer potential income far above that
of more traditional crops. At the same time, these farmers now employ more workers, and pay
their workers higher than average wages, because they need above average quality to meet
the requirements of regional and international markets. This increased income for the farmers
and their workers has improved their access to education for their children, potable water,
electricity, medicine and medical services.

Specific indicators to judge progress toward the activity purpose will include: (1) increased
investment in high potential agriculture; (2) increased membership in farmer-owned
organizations; (3) at least 5 new crops exported profitably from Honduras (asparagus,
rambutan, etc.), generating annual export earnings of $1 million per year; and (4) farm
production of these crops will be economically sustainable and environmentally sound.

Outputs expected by the end of this activity include: (1) a Honduran NGO will be routinely
providing market information on high potential crops to small farmers, researchers, and
exporters; (2) adoption of improved, sustainable and environmentally sound production
methods for selected products {such as onions, asparagus, melons and ginger); (3) increased
access to and understanding of market forces and market information systems by the end of
the activity in FY 98; and (4) improved working conditions in the agriculture sector.

e. Dialogue Agenda: The Mission has discussed the need for better marketing information
and diversification into high potential crops with many of the exporters, including cooperatives,
farmers, and producers. All support this effort. In addition, the GOH is supporting increased
agricultural exports through policy reform and the privatization of research and pesticide testing
laboratories. This new activity will help small farmers profit from, and thereby encourage
further progress in, the Mission's on-going policy dialogue in these areas.

f. Donor Coordination: Several other donors are involved in the agriculture sector although
none are directly involved with high potential export crops. Most are seeking either to mitigate
the negative environmental impact of traditional hillside farming practices or to improve
incomes of marginal farmers. The Government of Taiwan is working on testing Chinese
vegetable varieties in Central America. The Government of Germany is training farmers in the
correct use of pesticides. CARE, under the USAID Land Use Productivity Enhancement
{LUPE) Project (522-0292), is working with hillside farmers to lessen negative environmental
impacts of traditional agricultural production. The proposed new activity complements and in
most cases is synergistic with these activities.

. POLICY AND DESIGN ISSUES

a. Sustainability: In the design stage, the issue of the long-term financial sustainability of the
provision of these services to small farmers, who would not normaily have sufficient financial
resources to fully cover their cost, will he addressed. Experience with previous USAID
projects targeted on small farmers suggests that these farmers can initially cover at least part
of the cost of the services, with their contribution increasing as the production and marketing
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of their new crops begins to increase their incomes. The services proposed will become
financially sustainable if they truly meet the needs of the exporters and other users, and when
all sectors involved in high potential agriculture understand the workings of the market and
consistently identify market needs, such as price, location, transportation, and profit potential.

In terms of institutional sustainability, FHIA is a mature, established, highly successful and
adequately endowed research organization. The Mission expects that FHIA will be able to
absorb and sustain the complementary marketing services that this activity will introduce.

b. Potential Issues: Experience shows that coordination between marketing and research
services is required for sustainable development in nontraditional agriculture. While the
Mission believes that FHIA is the appropriate implementing organization, other options will be
examined. The Mission will also examine the relative merits of implementing the activity
through a direct Handbook 13 grant, or through a Handbook 3 grant with the GOH. In
addition, the integration of the marketing services and environmental components will be
assessed.

Competition between Honduran agriculturai exports and American producers is not an issue,
since the production seasons in Honduras coincide with non-production periods in the U.S.
Honduran production supplements and complements U.S. production, thus creating a better
market for all.

c. Linkages to Globa! Bureau Resources and LAC Regional Programs: Centraily funded
activities on marketing will provide important support to this activity. Since environmental
concerns require more expertise on a wide variety of subjects than can be directly provided
by this activity, the Mission expects that much of this expertise will be available from
USAID/W,

- d. Management and Support Requirements: Additional management resources for this
activity will not be required. At the projected FTE levels, normal phasing out of other activities

will allow the Mission to manage this activity with existing staff.

rce Requi nts: Activity design will be contracted through an IQC
with FY 1994 PD&S funding at an estimated cost of $80,000, and is scheduled to be
completed by August 1, 1994.

f. ' 0 legation of Authority: We recommend that the Mission be granted
program concurrence to design and authorize this activity.
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NEW ACTIVITY DESCRIPTION
1. BASIC DATA

a. Activity Title: HEALTH SECTOR Ii (Amendment)

b. Activity Number: 522-0216

¢. Source of Funding: Development Assistance (DA) Funds

d. Duration: FY 88-98

e. Proposed LOA Funding: $57,300,000 plus a $7,100,000 Amendment (FY 95-98)

2. STRATEGIC FIT WITH AGENCY/BUREAU GOAL

With its emphasis on the promotion of family planning, reproductive and early infant health,
implementation of prevention and control measures for sexually transmitted diseases (STDs)
including HIV/AIDS, and community level participation of end-users in the provision of health
and water/sanitation services, the Amendment is in full consonance with the Agency's stated
strategy in the area of "Stabilizing World Population Growth and Protecting Human Health.*

3. CONSISTENCY WITH MISSION STRATEGY

a. Activity Goal: The goal of the activity continues to be the limitation of population growth
and the improvement of Honduran family health (Mission Strategic Objective No. 3). Verifiable
indicators will include reduced fertility, infant mortality (total and perinatal), HIV seroprevalence
in selected high risk target groups, and increased coverage of rural areas with potable water.

b Activity Purpose: The purpose of this activity is to improve information about and access
to family planning and preventive health measures to be taken by, or on behalf of women of
reproductive age, infants, and the sexually active. The Amendment will focus the Mission's
declining resources in the health sector on these high risk groups.

c. Activity Description: The activity will have two major compoenents:

(1} Maternal Reproductive Health/Family Planning and Infant Health: This component will
emphasize maternal reproductive health and family planning, breastfeeding, and the
control of diarrheal diseases/cholera through the use of innovative technalogies in rural
water and sanitation. The activity will strengthen access to and quality of care and
information related to prenatal care, birth delivery services and postpartum infant care,
emphasizing information on and services for providing family planning. It will focus on
incorporating low—-cost technologies, such as a model rural operation and maintenance
program, constructing low-cost rural water systems, and training new types of community-
level personnel to perform functions now done by higher level staff.
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(2) Reducing the transmission of STDs: This component will include STDs detection and
control, and STDs/HIV/AIDS prevention. The interventions under this component will
include: 1) communication for behavioral change; 2) STD screening detection and
treatment; and 3) condom social marketing.

These components wili be strengthened by improving cross-cutting support systems in health
finances and information management necessary under an increasingly decentralized health
system. Implementing agencies will include the Ministry of Health {MOH), the National Water
and Sanitation Authority (SANAA), and local PVOs.

d. Anticipated Impact: The activity will, within the rural population, increase the contraceptive
prevalence rate (CPR), increase the rate of exclusive breastfeeding in infants 2-3.99 months
of age, and continue to reduce the impact of diarrheal diseases through supporting the further
extension of potable water. The activity will work to control the transmission of STDs,
including HIV/AIDS, in target, i.e., high risk, populations, thereby reducing HIV seroprevalence
rates in these groups. A key feature of these interventions will be increasing access to
information on behalf of adolescents of both sexes in human sexuality, the prevention of
unwanted pregnancies, and STDs.

Increased access to family planning information/services by rural Hondurans, particularly
women, will permit a large segment of the population to make better informed decisions
concerning their reproductive lives and family size. This will result in improved family health,
allaviation of an important variable in continued poverty, and mitigated ecological stress on the
country as a whole. Reduced transmission and improved case management of infectious
diseases (diarrhea/cholera, and STDs/HIV/AIDS) will ameliorate health, social and economic
impacts at the household and national levels. Approximately 300,000 rural households, the
vast majority of which are poor, will be served under the Maternal Reproductive Health/Family
Planning and Infant Health component of the activity. The estimated number of beneficiaries
under the STD component will be determined during the development of the detailed
implementation plan. This work will be conducted by an AIDSCAP team during April 1994 for
use in preparing a FY94 amendment under the original LOP, which, among other things, will
integrate the AIDSCAP program into the Heaith Sector 1l Project.

The Rural Water and Sanitation component of Health Sector || has been instrumenta! in
increasing the access of rural communities to potable water. Under this amendment, Mission
intervention will be limited to a small number of innovative, low-cost water systems and
greater emphasis will be put on policy dialogue and operational issues/methodologies with
SANAA, which will help to leverage other donor support to the sector. Similarly, Honduras has
made significant advances in the percentage of children vaccinated against
immunopreventable diseases. We will continue o dialogue with other donors to ensure that
our contributions to the cold chain system are sustained.

e. Dialogue Agenda: The theme of reproductive heaith will provide a continuing basis for
dialogue with the GOH to solidify and implement an emerging family planning policy. This
approach will seek to ensure that all MOH health workers are aware of the link between birth
spacing and maternal and infant health, and that health facilities at all levels are equipped to
promote and implement birth spacing and breastfeeding as key preventive health measures.
Establishment of GOH policies allowing the retention of fees collected at the local level and
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the creation and implementation of an open, transparent purchasing system within the MOH
will also be on the dialogue agenda. The agenda with SANAA will continue to focus on
institutional restructuring and the participation and responsibilities of local governments and
community groups in the operation and maintenance of water systems.

f. Donor Coordination: Activities will be planned and executed in coordination with efforts of
other donors and international agencies including PAHO, UNICEF, the World Bank, IDB,
UNDP, UNFPA and INCAP to ensure complementarily of assistance. USAID participates in
two informal inter-agency groups that discuss commonality of interests in the areas of water
and sanitation (IDB, PAHO, and UNICEF) and health services delivery (PAHO, INCAP,
UNICEF, IDB, World Bank, other bilateral donors). Areas in which the Mission will attempt to
leverage other donor support as the Mission reduces its overall assistance to the Health
Sector include: rural water systems {iDB and PAHO), the provision of condoms (World Bank
and Japan), and the cold chain for the immunization program (Spain, Japan, and UNICEF).

. POUCY AND DESIGN ISSUES

a. Sustainability: The MOHM currently is in the process of undertaking policy reforms which
include: developing and implementing a family planning policy; legalizing cost-recovery
mechanisms (with local control of the funds); rationalizing and decentralizing its budgetary and
purchasing systems; and restructuring itself with clear lines of authority and responsibility.
These reforms, with renewed emphasis on cost-recovery and management of fees by the
local communities, will greatly contribute to sustainability.

SANAA currently operates with a substantial deficit. It has begun to take initial steps toward
restructuring itself to empower rural water systems to operate independently, under the
supervision of a local water board, including responsibility for the collection, retention and
disposition of water fees and for maintenance of the iocal system. This will promote
sustainable operation and maintenance of these systerns. SANAA is alsc exploring
decentralizing the operation of urban water systems to make them more efficient, and
maintaining fees collected for services at the level of the local water authority. The Mission
will help SANAA analyze options and move in these directions over the next year.

b. Potential Issues: The Mission has been encouraged to become an AIDSCAP priority
country. In the past USAID/W has informed us that full participation in AIDSCAP would
require a Mission contribution of $1.2 million per year. However, even at the overall activity
level noted above, only $800,000 per year is anticipated to be available for the AIDSCAP
program. At the 75 per cent planning level for FY36, the Mission would have to leave the
health sector completely, unless LOP funding levels of other projects were drastically reduced.
Furthermore, the anticipated decrease in ESF and PL-480 local currency generations will
greatly hinder the GOH's capacity {o continue providing local and recurrent cost support.
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The Mission has invested $1 million in immunization programs under Health Sector Il and is
currently purchasing condoms at the rate of more than $300,000/yr. The abrupt reduction of
such assistance reflected in the proposed funding level of this Amendment, without the firm
guarantee of other donor support for these interventions, may jeopardize the substantial gains
made in these areas. The Mission will continue to dialogue with other donors and the MOH
in this area, in order to maintain the impressive coverage achievements of the program.

¢. Linkages o Global Bureau and LAC Regiona! Programs: The activity will utilize the
resources of relevant central projects, e.g. BASICS, Mothercare, AIDSCAP, the Expanded
Program for Breastfeeding and Central Contraceptive Procurement. The activity will also
coordinate with relevant LAC programs, e.g. the Regional Cholera Initiative and the HNS
Project.

d. Management and Support Requirements: Amendment activities will require a part-time
OE-funded PHN officer, and, from project funds, two technical advisors (RW&S and MCH),
an administrative assistant and one secretary (all full time). This represents a 37 percent
reduction in personnel.

e. Timetable and Resource Requirements: Assuming LAC concurrence with this activity
during the 1995-96 Action Plan review, design work will begin in early FY 95, with the project
amendment expected in June 1995. The PACD of Health Sector il will be extended to May
24, 1998 in this amendment. The Mission will contract a design team to prepare analytical
documentation for the Amendment. The team is expected to consist of a reproductive health
specialist and a health delivery systems specialist. Design work in the area of STD/HIV will
be provided by a specialist from the AIDSCAP Project. Two person months of effort will be
required. In addition, the Mission's water and sanitation TAACS advisor will join the design
effort. Funding for the design team will come from the Mission's PD&S account.

{. BRecommendations on_Delegation of Authority: Mission requests program concurrence to
proceed with the design and increased authorization of this activity.
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NEW ACTIVITY DESCRIPTION

1. BASIC DATA

a. Activity Title: PRIVATE SECTOR POPULATION I
b. Activity Number: 522-0389
¢. Source of Funding: Development Assistance (DA) Funds
d. Duration: FY 95-01

e. Proposed LOA Funding: $14,000,000

2. STRATEGIC FIT WITH AGENCY/BUREAU GOAL

With its emphasis on expanding access to high-quality family planning and reproductive health
services, this proposed activity is in full consonance with the Agency's stated strategy in the
area of "Stabilizing World Population Growth and Protecting Human Health."

3. CONSISTENCY WITH MISSION STRATEGY

a. Activity Goal: The goal of this proposed activity is to improve the health of the Honduran
family with an emphasis on under-served rural areas (Mission Strategic Objective No. 3).
Verifiable indicators will include reduced fertility, infant and matermal mortality (rates).

b. Activity Purpose: The purpose of this activity is to improve and expand information on, the
quality of, and access to family planning/reproductive health services. Special emphasis will
be placed on addressing the family planning/reproductive health needs of adolescents, men,
and the rural population - nearly 80 percent of which lives below the poverty level.

c. Activity Description: This activity will strengthen family planning/reproductive health
information, services and quality of care, with emphasis on expanding access to these
services in currently non- or under-served rural areas, and to adolescents and men. The
implementing agencies will include the Honduran Family Planning Association (ASHONPLAFA)
and local PVOs. The needs of adolescents and men will be addressed by a careful
consideration of the experience of other countries, such as Mexico, mass media campaigns,
in conjunction with the provision and expansion of reproductive health services particular to
the needs of each group, will be of particular importance. It is anticipated that by tailoring
services to both men and adolescents, Honduras will be in a position to bridge the gender and
age gaps that have segregated family planning acceptors from non-acceptors. Thus, family
planning will reflect “family* needs, not only those of women of reproductive age in union. The
expansion of services into rural areas will be supported by the establishment of community
clinics and the contracting/training of community physicians in the provision of family planning
information and services. In the case of the community physicians program, ASHONPLAFA
will provide contraceptives, equipment and training free of cost, in addition to the provision of
a small subsidy for each new couple who accepts a family planning method. A third strategy,
successfully implemented in some regions of Honduras, will be the expansion of transportation
services into currently underserved rural areas. Under this scenario, transportation would be
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provided for users of family planning services to and from the closest community clinic or
community physician. The relative advantages of each of these methods, and the optimal mix
of strategies, will be studied during the activity design.

Building from the experience of other Latin American countries, the activity will also focus on
improving the quality of care and service provision. We expect that this will result in a greater
demand for modern methods of contraception on the part of current users of natural family
planning methods (12 percent of women of reproductive age in union, according to the
1891/92 DHS).

Finally, the activity will also explore the possibility of providing funding and/or developing
alternative mechanisms to create an endowment for ASHONPLAFA to assure the sustainability
of ASHONPLAFA's role in the provision of family planning services in Honduras.

d. Anticipated Impact: Increased access to better maternal reproductive health/family
planning services for rural Hondurans, particularly for adolescents and men, will permit a large
segment of the population to make informed decisions concerning their reproductive lives and
family size. It is expected that the activity will lead to a reduction of Total Fertility Rate (TFR)
in Honduras from 4.7 in 1995 to 4.2 in 2001. In order to achieve this TFR change,
contraceptive prevalence (the percentage of women in union of reproductive age using family
planning methods) will be raised from 50 percent (of which 38 percent is attributed to modern
methods) in 1995 to 55 percent (48 percent modem methods) in 2001,

The expected results: improved matemal health and a reduced maternal morality rate,
both the result of a decrease in the total number of pregnancies during a woman's lifetime;
reduced infant mortality owing to the positive effects of birth spacing, delayed childbirth and
smaller families; alleviation of poverty and social strains due to each family members access
to a greater percentage of family resources; greater personal control and empowerment for
both men and women; and mitigated ecological stress on the country as a whole.
Approximately 300,000 currently unserved, poor rural households will receive services under
this activity in addition to the 145,000 rural households that are currently being served.

e. Dialogue Agenda: Because provision of high-quality reproductive health/family planning
information and services to adolescents remains an especially sensitive topic in Honduras,
policy dialogue with the private (ASHONPLAFA and PVOs) and public (GOH) sectors
emphasizing the need for greater participation of adolescents and men in family planning
programs will continue. Policy makers must be convinced of the serious social and individual
costs that adolescent pregnancies incur and that their commitment to action should follow.
In addition, the Mission wili continue to work with ASHONPLAFA to lower its operational costs
and to increase its revenues through cost recovery mechanisms and income generation
activities. The decentralization of ASHONPLAFA operations will also continue to be a dialogue
priority. Dialogue with the GOH on a national family planning policy will continue under the
Mission's Health Sector Il Project.
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f. Donor Coordination: Activities will continue to be planned and executed in coordination with
efforts of other donors and international agencies including PAHO, UNICEF, the World Bank,
UNFPA, INCAP and the Japanese government to ensure complementarily of assistance. For
exampie, the Japanese have expressed interest in supporting family planning efforts through
the provision of condoms. _

. POLICY AND DESIGN ISSUES

a. Systainability: ASHONPLAFA's medium term sustainability will be enhanced through lower
operating costs, better cost recovery, and increased revenue generation. In addition, the
activity will explore the possibility of creating an endowment, and/or an alternate mechanism.
This activity will also continue to strengthen ASHONPLAFA's management capacity.

b. Potential Issues: (1) The Mission is concerned that a premature emphasis on the creation
of an endowment may jeopardize ASHONPLAFA's capacity to sustain present coverage levels,
much less expand coverage to poor rural populations. It is also recognized that experience
with family planning associations throughout Latin America has amply demonstrated that it is
virtually impossibie to sustain this type of institution on a fee for service basis and still
encourage the spread of family planning services to disadvantaged populations, particularly
in rural areas. Either public funding (by USAID or host government) or some sort of
endowment mechanism is needed to assure long term institutional sustainability of maternal
reproductive health/family planning objectives. '

{2) Although the activity is expected to be impiemented through a Handbook 13 grant to
ASHONPLAFA, a bilateral project agreement may be required to make avaiiable funding for
project management. Such an agreement would require a host country contribution (HCC).

USAID and ASHONPLAFA will thoroughly explore these issues (particularly the trade—off
between coverage and sustainability) during the design of this activity. The design will seek
to strike an appropriate balance between the desire of USAID and ASHONPLAFA to improve
and expand family planning/reproductive health services, o meet the needs of target groups,
and the additional need to achieve greater financial sustainability. The design will also
investigate possible in-kind HCC, such as the expenses of complementary GOH family
planning programs.

. Resources and Regional Programs: The activity will utilize
the resources of relevant central projects, such Central Contraceptive Procurement to
purchase low cost contraceptives and the Population Council to provide operations research,
general technical assistance and small grants to local PVOs. In addition, the activity will
require technical assistance to support ASHONPLAFA in the areas of management
development, self-sufficiency/endowment creation, development of more appropriate indicators
for rural coverage, improved quality of care, and the targeting of men and adolescents in the
Information, Communication and Education Program and in the provision of medical/clinical
services. It is expected that global projects will be tapped to provide these technical services.
The activity will also coordinate with the appropriate LAC programs.
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d. Management and Support Requirements: The activity will require an OE-funded PHN
officer (part-time), and, from project funds, two technical advisors and a secretary (each fuli-
time). This represents a 20 percent reduction in personnel from current levels.

e. Timetable and Resource Requirements: Assuming LAC approval of the NAD during the
1995-96 Action Plan review, design work will begin in late Calendar Year 1994, with
authorization expected in March 1995. Under this scenario it is possible that the current
population project will be extended by a few months to assure a smooth transition in support
to ASHONPLAFA's efforts.

The Mission will contract a team to prepare analytical documentation for the activity's design.
The team will consist of two family planning specialists and an institutiona! sustainability
expert, who will assess the viability of an endowment for ASHONPLAFA. Two person months
of effort will be required. Funding for the design effort will come from the Mission's PD&S
account.

t. Recommendations on Delegation of Authorily: Mission requests program concurrence to
proceed with design and authorization of this activity.
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NEW ACTIVITY_DESCRIPTION

1. BASIC DATA

a. Activity Title: PL 480 TITLE |l (Food for Development)
b. Activity Number: N/A

¢. Source of Funding: PL 480 Title Ilf

d. Duration: FY 95-97

e. Proposed LOA Funding:  $30,000,000

2. STRATEGIC FIT WITH AGENCY/BUREAU GOAL

This activity will support the Agency goal of encouraging broad-based economic growth,
through promoting food security, protecting the environment, and improving human health. The
level of poverty, nutrition, and health continue to make Honduras eligible under Section 302
of the Agricultural Development and Trade Act of 1990. Honduras' $634 per capita income
level qualifies according to the poverty criteria established by the World Bank. With over 60
percent of all Hondurans consuming less than the recommended 2300 calories per day, it also
qualifies under the nutrition indicator.

3. CONSISTENCY WITH MISSION STRATEGY

a. Activity Goal: The goal of the activity is to improve food security in Honduras. This goal
is consistent with Mission Strategic Objectives 1 and 2, Enhanced Economic Participation and
Increased Incomes of the Poor, and Effective Stewardship of Key Natural Resources for
Sustainable Economic Growth.

b. Activity Purpose: The purposes of the activity are to promote the adoption and
implementation of policies which will help to increase food production and the income of
predominately rural residents, and to improve effective stewardship of key natural resources.
The activity will continue the current Title Ill program's support of national efforts to reform the
agricultural sector and thereby improve its capacity to produce food and fiber without
degrading the natural resource base.

¢. Activity Description: The proposed activity will support the continuation of the Mission's
current efforts in the area of food security, which include the following initiatives:

(a) Promoting agricultural sector policies which create an economic environment conducive
to increased investments, production, employment, and rural household income;

(b} Encouraging land use practices that are environmentally sound, thereby sustaining the
natural resource base on which rural incomes depend;

() Expanding access to agricultural services, e.g., marketing, credit, and technology;
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(d) Increasing land-tenure security and removing land-market imperfections; and

(e) Promoting institutional change, especially in the role of government, ie., to move
government from heavy involvement in production and control of economic activities to a
facilitative role that provides appropriate incentives for the private sector.

These objectives will be achieved through two complementary means. First, through engaging
in an ongoing, productive dialogue with GOH policy makers in establishing and reaching the
government's “self help measures” (SHMs). This process is facilitated by the significant Title
Iil resources at stake. Second, through the use of the local currency generated from the sale
of the donated commodity, These resources are jointly programmed to support the areas
listed above. in many cases this involves the contribution of counterpart resources to bilateral
GOH/UJSAID activities.

USAID expects that the proposed Title tH program will involve the importation of approximately
50,000 metric tons of wheat (based on the current price of $200/MT). A multi-year agreement
will be negotiated with the GOH, although SHMs will be agreed upon yearly. Preceding the
arrival of each of the four to five annual shipments, the GOH will request bids from the
country’s commercial grain millers, thus ensuring the highest sales price possible. A sales
contract will be signed and the GOH paid when the miller takes possession of the grain at the
port. The sales proceeds are placed into a separate account established at the Central Bank
of Honduras.

Each year USAID and officials from the Ministry of Finance and Public Credit will meet both
fo negotiate the annual programming of generated local currency for the purposes noted
above, and the next year's self-help measures. Failure to implement the SHMs will resuit in
suspension of the program until satisfactory progress is made.

d. Anticipated Impact: Honduras, with an estimated population of 5.3 million in 1993, is one
of the poorest countries in the western hemisphere. Iis 1892 gross national product (GNP)
per capita of US$634 is higher only than that of Haiti, Guyana, and Nicaragua. Fifty-seven
percent of the population live in rural areas and 78 percent of the rural population live below
the poverty level. Poverty affects more than two-thirds of the national population. Although
social indicators have improved over the last 20 years, they are still low: between 1972 and
1993, estimates of average life expectancy increased from 53.1 to 67.6 years, while infant
mortality declined from 127 to 46 per 1,000 live births. Health and nutrition indicators reflect
the acute problems facing the Honduran poor: low income results in an inadequate diet and
poor living conditions. Despite improvements in food -availability over the last two decades,
the diets of 62 percent of Hondurans fall significantly short of the minimum recommended
calorie and protein intakes. Nutritional deficiencies are a contributing factor in about 60
percent of infant deaths, and in 1990 an estimated 46 percent of children under five were
estimated to be malnourished. By the time they enter primary school, 35 percent of children
are stunted, a result of chronic undernutrition.

Nonetheless, the impacts of the current FY 1992-94 Title |ll program are manifest in
movement towards improved food security in Honduras through correction of some of the key
policy failures of the past. Under the current program, GOH adoption of self-help measures
has resulted in the removal of price controis on agricultural commaodities, elimination of GOH
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purchases of basic grains, and privatization of several inefficient state-owned agricuitural
processing industries. The removal of price controls had an immediate effect on the
production of basic grains - annual increases of 11.8 percent were noted between 1988 and
1992. Overall agricultural production has grown at 5.4 percent per year since the reforms,
compared with 2.2 percent during the previous seven years. With a 30 percent improvement
in relative terms of trade, rural households whose primary activity is agriculture increased their
incomes by 14.7 percent. These improvements have spurred agricultural investments, which
have increased 20 percent in real terms since the reforms were enacted. Local currency
generated under the program was instrumental for the drafting of the 1992 Agricultural
Modernization Law (AML), which, when fully implemented, will reinforce these improvements,

Title lll self-help measures have also addressed problems related to resource use. The GOH
prepared an Environmental and Natural Resource Conservation Strategy and created an
Environmental Protection Fund. In addition, it prepared an Environmental Law which
established the institutional framework for the Ministry of the Environment. The GOH has now
attracted Worid Bank assistance in strengthening this new Ministry. The program also has
been instrumental in the reorganization of the State Forestry Corporation. This reorganization
eliminated the state role in production and marketing of wood products and converted the
government agency into a manager of national forests.

Although the Mission's current Title Il program has been successful in moving Honduras
towards improved food security, it is only a beginning. The proposed Title Il activity will
continue to improve food security by helping to keep the country on the proven track of
development. The proposed activity is expected to contribute to poverty alleviation through
continued increases in income for many rural households, largely through its support for
continued employment generation, price liberalization and implementation of key aspects of
the AML. For example, the activity will assist the GOH in further improving market efficiency
by helping execute and promote access to a market information system and bonded
warehouse receipts program. Implementation of the land tenure aspects of the AML will
improve access to agricultural land, particularly on the part of landiess rural households, This
will help create a better functioning rural land market through conferring tenure security -
including, for the first time in Honduran history, the right for women to hold land titles. This
in turn should increase investments in the sector. In the area of trade the activity will continue
the policy of trade liberalization. The policy leverage of the Title Il program is an
indispensable tool that will allow the Mission to continue its support of improved food security
and associated poverty alleviation in Honduras.

The impact of such a program on a country's balance of payment situation also should be
noted. Honduras continues to experience severe balance of payments difficulties. The
country is entering this year with roughly $60 million in liquid international reserves, equivalent
to about one month of imports, and persists in carrying a very heavy external debt burden.
The IMF/Central Bank are projecting an unfinanced balance of payments gap of $122 million
for 1994. Imports of Title 1Il commodities that Honduras would otherwise have to import with
scarce foreign exchange will help finance this gap.

The paucity of foreign exchange is expected to take its toll on economic growth, so vital to

improvements in social welfare, including food security. Failure to reduce the unfinanced gap
for 1994 wouid produce an even greater decline in imports than the 5 percent assumed in
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arriving at the unfinanced gap projection. Inadequate access to foreign exchange would also
place pressure on Honduras' market-determined exchange rate, producing a decline in the
value of the currency. Ensuing higher import costs would then contribute to higher inflation.
A special problem with inflation is that while it affects all segments of the populace negatively,
its effects are most adverse on the poor, whose meager financial purchasing power is further
reduced. The proposed activity would play an important part in improving Honduras' balance
of payment position, and thus help to mitigate the effects of a continued large shortfall in
foreign exchange on food security.

e. Dialogue Agenda: The proposed Title lil program's policy dialogue with the GOH will
continue to stress the need to fully implement the AML. This Law established the legal
framework for improved efficiency and enhanced food security. The policy dialogue agenda
will focus on the following areas:

» agricultural markets and trade;

o food security;

e land marketls and land tenure security;

e enhanced participation by women;

e improved forest resources pricing; and

« greater administrative efficiency in the delivery of public services.

At the same time, special emphasis will be placed on the analysis and identification of policy
failures and the development of appropriate reform packages for improved and sustained use
of Honduras' natural resources. In short, the Title lil program, at the proposed level, will
provide the Mission with economic, and therefore policy leverage to keep the agricultural and
natural resources sectors contributing both to improved food security, and more generally,
sustained and environmentally sound economic growth.

f. Donor Coordination: The policy agenda of the current multi-year Title Ill program has been
fully integrated into sector ioans of the IDB and IBRD and has been fully consistent with iMF

targets. In fact, most of the policy reform packages adopted by donor agencies have been
developed by USAID through the Policy Analysis and Implementation Project, which is
supported by the GOH through use of Title Il generated local currency. The proposed
program will use a similar methodology of using financial leverage of other donors and Title
1] resources while providing technical leadership in the identification of major policy reform
packages, especially in the areas of food security, and natural resources and environmental
management.

. POLICY AND DESIGN ISSUES

a. Sustainability: The proposed activity addresses sustainability from two perspectives.
Through the balance of payments support offered by the program, financial incentives towards
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sustaining the policy reform program initiated during the Callejas Administration will be
provided to the current government. Second, the local currency generated by the sale of Title
Il commodities will continue to support a portfolio of food security-related projects which
contribute to environmentally sound economic growth - a major ingredient of sustainability.
At the same time, the Mission's overall strategy regarding counterpart contributions is to
reduce GOH dependency on Titie Il generated local currency by encouraging the government
to earmark an increasing proportion of project counterpart funds from its own resources.

b. Potential Issues: in the last year of the Callejas Administration, there was less enthusiasm
for strict adherence to improved agricultural policies, especially as they relate to agricultural
trade liberalization. The new government of President Reina has not yet clarified its own
position on a number of key policy issues in the agricultural sector. The Reina government
is particularly interested in alleviating the negative aspects of the reforms, which have fallen
primarily on the urban poor. Through the conditionalities of the program, the mission will
continue to dialogue on the long-term benefits of the reforms and the need to stay away from
generalized subsidies, guaranteed prices, specialized lines of credit, government participation
in agricultural markets, etc. The FY 1995-97 Title Il activity, at the proposed levei, will
provide the Mission with the financial leverage to continue to have a prominent *seat at the
table" when the benefits of price liberalization in agricultural trade and other reforms are
discussed as long terrm solutions to food security. Lower Title Il activity levels would
jeopardize this opportunity

¢. Linkages to Global Bureau Resources and LAC Regional Programs: The Mission intends
to continue to access technical services from the Global Bureau Office of Nutrition in order to
execute the evaluation and monitoring plan of the activity. A series of Nutritional Surveys are
currently under way to measure the impact of the program on the nutritional status of the
population. LAC TECH will also be used in the analysis and reporting of survey results.

d. Management and Support Requirements: No additional management resources will be
required. At the projected FTE level for the Office of Agriculture and Rural Development,

normal phasing out of other activities will allow the Mission to manage this activity with existing
staff.

e. Timetable and Resource Requirements: The Mission plans to conduct an iriterim

evaluation of the current Title (Il program during the third quarter of FY 94. The results of this
effort will provide the basis for the final design of the FY 95-97 program. Obligations will be
made on a year to year basis and at a level of $ 10.0 million per year,

f. BRecommendations on Delegation of Authority: The Mission recommends that program

concurrence be granted to design this activity.



1. BASIC DATA

a. Activity Title: STRENGTHENING DEMOCRATIC INSTITUTIONS Il
b. Activity Number: 522-0394

¢. Source of Funding: Development Assistance (DA} Funds

d. Duration: FY 96 - FY 00 (5 years)

e. Proposed LOA Funding:  $10,000,000

2. STRATEGIC FIT WITH AGENCY/BUREAU GOAL

This new activity will directly support the Agency and Bureau Strategy of "Building
Democracy”. It will build upon the successful Strengthening Democratic Institutions Project
(622-0296) by strengthening democratic institutions at the national level, prometing respect
for human rights and for the rule of law, fostering transparent and accountable government,
and increasing empowerment and popular participation in decision making by all sectors of
civil society. Programmed activities will be achieved by USAID maintaining, where warranted,
the relationships developed under the SDI | Project {522-0296)} with host country democratic
institutions, and by fostering strong stable democratic "partnerships" to achieve activity goals,
i.e. coordination and cooperation between the Honduran Supreme Court, the Public Ministry
{Attorney General/National Prosecutor's Offices), the Controller General and the Congress.
The strategy of strengthening national PYO/NGO public interest advocacy and "watchdog"
groups recognizes their valuable role in promoting public empowerment and participation in
democratic processes, and their function as a counterweight to the strengthening of
governmental institutions.

3. CONSISTENCY WITH MISSION STRATEGY

Strategic Objective 4: More Responsive Democratic Processes, with Greater Citizen
 Participation.

a. Activity Goal: To make government accourtable, just, and responsive to human rights of
the citizenry.

b. Activity Purpose: To promote more ethical and effective investigatory and judicial systems;
to strengthen public interest advocacy and oversight; and to expose a greater number of
Hondurans to, and train them in, democratic values.

c. Activity Description: Under this proposed activity, the Mission will support development of
meaningful public access to the justice system through strengthened and expanded Public
Defender and Public Prosecutor activities, and through the strengthening of public interest
advocacy and "watchdog” Private Voluntary Organizations (PVOs) and Non-Governmental
Organizations (NGOs). The project will "fevel the playing field” for the poor by providing access
to the judicial system and by empowering citizens to effectively identify and denounce official
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waste, abuse, and corruption to investigatory organizations. Simultaneously, the activity will
strengthen the capacity of the investigatory and judicial systems and foster effective
democratic partnerships (coordination and cooperation) between the Supreme Court, the
Public Ministry, the Controlier General, the Congress, the Human Rights Commissioner's
Office, other appropriate government entities, and public interest advocacy and "watchdog*
PVOs/NGOs.

The activity will foster equal access and standing of the Honduran population to the judicial
system and public participation in promoting discipline and adherence to the rule of law within
selected GOH democratic institutions. It will move toward these objectives by supporting
public relations campaigns on how 0 use available legal services and resources, and by
empowering the citizenry to make representations to the GOH, both directly and through
PVO/MNGO intermediaries. In addition to sustaining and expanding the democratic partnerships
formed under the SDI | Project between the Supreme Court, the Public Ministry, the Controlier
General, the Honduran Congress, and the Human Rights Commissioner's Office, program
activities under SDI 1l will include:

- Strengthening of the investigatory, judicial and prosecutorial functions of Government
of Honduras (GOH) institutions, in support of the rule of law. The institutions supported
could include the Public Ministry (Attorney General), Inspector General's Office of the
Cour, the Honduran Bar Asscociation, the Office of Public Probity, and the State Attorney's
Office.

- Enhancing efficiency of the Court system, thereby improving respect for the rule of law
and responding to the human rights issues that arise from a judicial system where more
than 70 percent of all incarcerated suspects, many in jail for years, have not been
sentenced.

- Enhancing understanding by Congressional legislators of the vital role of Congress in
iegislating a consistent framework of laws supporting efficient, transparent and accountable
government. This will be achieved by highly selective support to Congressional
Committees and to the Congressional Research Service (CIEL), when targets of
opportunity arise that would directly contribute to the activity goal and purpose.

- Support to those PVOs and NGOs involved in "watchdog” roles and public interest
advocacy for democratic reform, as a counterweight to the strengthening ot governmental
institutions, thereby furthering public empowerment and support for the rule of law and
anti-corruption activities. The activity will support those PVO/NGO groups that denounce
corruption and increase public participation in democratic reforms at the national and local
levels.

- Establishing and/or reinforcing educational activities on ethics and anti-corruption
themes within the Honduran Bar Association, the Court, the Public Ministry, the Attorney
General's Office, and the Office of Public Probity. Separately, the activity will strengthen
the quality of selected educational materials and activities on democracy issues available
to the university faculties of the Schools of Law, Political Science, and Journalism. USAID
assistance, however, will be contingent on these institutions demonstrating their support
and commitment by undertaking reforms.
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The activity will retain sufficient flexibility to support the 1997 elections process if needed and
warranted.

d. Anticipated Impact: (1) Impact on the Poor: The judicial system in Honduras has
traditionally favored the economically and politically powerful elites, while denying equal
access to justice for the poor. The proposed activity will continue the process of
enfranchisement of the poor begun under SDI | by improving the access of the poor to the
judicial system and their standing before the law.

(2) Developmental Impact: Corruption and abuse of authority have a significant adverse
impact on the development of any society; ethical and effective public administration is
essential to enhancing popular participation in, and support for, democracy. The activity will
result in a measurable reduction in corruption in judicial and other governmental institutions
and a concomitant increase in public confidence in these same institutions. The anticipated
impact will be an increased use of courts to resolve legal issues, increased domestic and
foreign investment, and a diminishing of the network of influence which, by its very nature,
tends to exclude the poor.

(3) Impact on Citizen Participation and Access: Paternalism, clientism and other negative
cultural traditions of Honduran society have excluded the majority of Hondurans from equal
access to, and participation in, the governing process. The activity will promote equal access
and standing of the Honduran population to the judicial system and public participation in
promoting GOH democratic reforms and adherence to law. The activity will foster a truly
participatory democratic process through support to a select group of public interest advocacy
and *watchdog" PVOs and NGOs, thereby increasing informed, nonpartisan public discussion
and debate of demaocratic reform issues and the dissemination of information on these issues
to the citizenry. '

(4) Gender Impact: Gender level impact will include strengthened enfranchisement of women
within the Honduran judicial sector by reducing the adverse influence of corruption, economic
interests, and undue political influence that have historically and culturally tended to exclude
women disproportionately from achieving the practical effect of equal standing before the law.

e. Dialogue Agenda: The Mission's dialogue agenda with the GOH in the area of democratic
initiatives will focus on the following:

(1) No Impunity: A strong commitment to the investigation and prosecution of corruption
in the justice sector organizations.

(2) Qualified Persons: Naming strong, capable people.
(3) Fiscal Support: The provision of adequate funding to justice related institutions.
{4) Job Security: Compliance by the Court and Public Ministry with Career Laws.
{. Donor Coordination: USAID will continue to coordinate with donor agencies working locally

in the area of democratic initiatives, as well as with new anticipated initiatives involving the IDB
and World Bank.



4. POLICY AND DESIGN ISSUES:

a. Sustainability; The GOH institutional changes will be sustainable in a continuing context
of economic diversity and growth, maturity of the democratic political process, and increased
independence (both financial and political) of justice sector institutions. During the design
process, the Mission will analyze the financial sustainability of PVO/NGO public interest and
*watchdog" groups and seek ways to move these groups toward financial self-sufficiency.

b. Potential lssues: Major issues identified to date include: (1) Ineffectiveness, lack of
continuity, and financial weakness of indigenous PVOs who have shown an interest in working
in this area; and (2) the possibility of a reversal in the trend within the GOH to depoiiticize the
judicial system. USAID support for this activity will be proportional to the support and
commitment manifested by host country institutions. The design of this activity will seek to
mitigate these constraints.

c. Linkages tofutilization of Global Bureau: Use of the Democracy Center to assist in the

development of the PVO approach is anticipated.

d. Management and Support Requirements: At projected FTE levels, additional management

resources for this activity will not be required.

e. Timetable and Resource Requirements: Activity design will be completed in FY 1996.

Resource requirements will be submitted in the next Action Plan exercise.

1. Becommendations on Delegation of Authority: In the next Action Plan exercise, the Mission

will request program concurrence to design this activity and authorize it in FY 1996.
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CENTRALLY AND REGIONALLY FUNDED PROJECTS ACTIVE IN HONDURAS

CATEGORY A*

PROJECT

NUMBER PROJECT NAME

596-HG-006 Shelter Sector Urban Development

596-0165 Export Industry Technical Support (EXITOS)

596-0167 Local Government Regional Outreach Program (LOGROS)
598-0654 Rural Development Technology Services (LACTECH)

598-0657 Health and Nutrition Technical Services

598-0661 Evaluation of Caribbean and LA Scholarship Programs

598-0780 Environmental Support Project

598-0791 Regional Technical Aid Center |l

598-0797 Trade and Investment Support

598-0802 Central American Journalism Strengthening

598-0806 AIFLD 1l

931-1310 Bean/Cowpea CRSP

931-1311 Tropsoils CRSP

936-4023 Pond Dynamics CRSP

936-3030 Strategies for Improving Service Delivery (Population Council)
936-3038 Family Planning Logistics Management

936-3041 Family Health International

936-3046 Resources for the Awareness of Population Impacts on Development
936-3055 Family Planning Management Development

936-3057 Central Contraceptive Procurement

936-4198 Sustainable Agriculture and Natural Resources Manage CRSP(SANREM)
936-5110 Food, Nutrition Monitoring and Support (IMPACT)

936-5451 implementing Policy Change

936-5554 Conservation of Biological Diversity

936-5556 Forest Resources Management -
936-5966 Maternal & Neonatal Health & Nutrition (Expanded Program in Breast Feeding)
936-5972 AIDS Technical Support -~ AIDS Control and Prevention (AIDSCAP)
936-5974 Health Care Financing & Sustainability

936-5991 Data for Decision Making

936-6006 Basic Support for Institutionalizing Child Survival (BASICS)
940-0403 Antipoverty Lending for Enterprises

Ending in 1994:

936-3051 Contraceptive Social Marketing 1l

936-5970 Technical Advisors in AIDS and Child Survival

936-5818 Learning Technology for Basic Education {LearnTech)

* Supports Mission Strategic Objective and is within Mission capacity to manage.
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CENTRALLY AND REGIONALLY FUNDED PROJECTS ACTIVE IN HONDURAS
CATEGORY B*

PROJECT
NUMBER PROJECT NAME

596-0150 Regional Environmenta! Natural Resources Mgt.(RENARM)

598-0642 Regional Administration of Justice

598-0770 Legislative Management Training

931-1254 Sorghum/Millet CRSP (Intsormil)

936-5117 Women and Infant Nutrition: A Family Focus

936-5438 Development Strategies for Fragile Lands (DESFIL)

936-5600 innovative Scientific Research i

938-0158 World Relief Corporation Matching Grant

938-0158 The People to People Health Foundation (Project Hope) Matching Grant
938-0158  Freedom from Hunger Matching Grant _

938-0158 Katalysis North/South Development Partnership Matching Grant
938-0284 Adventist Development and Relief Agency International Matching Grant (CS)
938-0500 World Vision Relief and Development Matching Grant (CS)

938-0500 international Eye Foundation Matching Grant (CS)

938-0500 Save the Children Federation Matching Grant (CS)

938-0705 Farmer to Farmer (VOCA)

938-0705 Farmer to Farmer (NAPA)

Ending in 1994:

9380158 Foundation for International Community Assistance (FINCA) Matching Grant
938-0500 Cooperative for American Relief Everywhere (CARE) Matching Grant (CS)
938-0284 The People to People Heaith Foundation (Project Hope) Matching Grant(CS)
938-0500 World Relief Corporation Matching Grant (CS)

936-3061 Natural Family Planning

CATEGORY C™

596-0146 Regional Central American Rural Electrification Support (CARES)
930-0185 AlD/Israel Cooperative Development Program

936-5113 Nutrition Education and Social Marketing Field Support
931-5455 Appropriate Technology International |li

936-5459 Food Security Research Division

936-5734 Energy Training

936-5750 Renewable Energy Application/Training

936-5838 USTTI United States Telecommunications Training Institute
936-5063 University Development Linkages Project (UDLP)

TO BE DETERMINED

936-5452 Systems Approach to Regional income (included in AIDW CP list)
936-5986 Diarrheal/Respiratory Diseases (included in AID/W CP list)

*  Supports Mission Strategic Objective but is beyond Mission Capacity to manage.
= Does not support Mission Strategic Objective.
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SECTION IV: RESOURCE REQUIREMENTS

A. PROGRAM BUDGET

The Development Assistance (DA) levels proposed in this Action Plan for FYs 1995 and 1996
(see table below) are consistent with both the Action Plan guidance and the FY 1995
Congressional Presentation request levels. The PL480 Title [l leve! also reflects the amount used
in the FY 1995 CP. In addition, we are proposing a multi-year follow-on PL480 Title lll program
for FYs 1995-97, which is higher than the amount proposed in the Congressional Presentation.

| FY 1994 FY 1995 FY 1996 FY 1996
(75% DA)

Development Assistance 18,451 21,100 21,100 15,825
Economic Support Funds 0 0 0 0
PL480 Title Il 5,459 6,763 6,763 6,763
PL480 Title 111 9,000 10,000 10,000 10,000
TOTAL 32,910 37,863 37,863 32,588

The proposed program levels respond to:

. The Agency's four areas of emphasis: encouraging broad-based economic growth;
protecting the environment; stabilizing population growth and protecting human health, and
building democracy;

. Continued high levels of poverty, malnutrition, illiteracy, birthrate, and infant mortality
despite steady improvement over the past two decades.

. A new GOH Administration, which emphasizes social programs and anticorruption.

. Sharp reductions in available resource levels, from approximately $87 million in 1992 to
$33 million in 1994,

The Mission's program is totally consistent with the Agency's new strategy and is structured
around the four areas of emphasis. Broad-based economic growth is essential to continued
Honduran development progress. High growth is inextricably linked to reduction of the country’s
widespread poverty, improvement of its social services, protection of the environment, and
building democracy. Increased participation and empowerment of lower income groups will help
speed development and ensure their well-being is improved.
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USAID has long played a significant role in the Honduran development process, and continued
assistance at viable levels is needed. The newly elected Honduran administration faces new
challenges, which present opportunities for both the GOH and USAID. For example, the new
administration has expressed strong interest in reducing poverty, increasing support to social
services, restructuring the judicial system, and reducing corruption. USAID shares these
objectives. Although the GOH inherited a growing economy, it is a very fragile one, requiring
continued assistance from USAID and the multilaterals to continue critical economic reforms and
overall economic progress.

Despite the fact that Honduras is one of the poorest countries in Latin America, and has been
making enormous strides in building a solid democracy, improving human rights, and opening its
economy to free market forces, our program has undergone sharp and sustained budget
reductions in the recent past -~ an estimated $40 million drop from FY 1892 to FY 1993; and
another $14 miliion drop from FY 1993 to FY 1994. The FY 1995 level assumes approval of the
multi-year PL480 Title Ill program, without which our program would suffer an additional $30
million loss spread over the next three years.

The most notable cut this year is the disappearance of ESF, which over the past 10 years has
averaged over $70 million annually. The importance of this resource cannot be understated. The
country is achieving economic growth with equity, positive per capita income growth, and inflation
has come down sharply —— much to the benefit of the country's poor. This resource-~which has
been a principal ingredient to reaching these achievements--has evaporated.

Results of DA Reductions to 100 Percent Planning Levels for FY 95 and FY 96

DA reductions from last year's approved planning levels of $28.6 million to $21.1 million
have forced substantial adjustments in our program. Some sectors such as education and
health, are moving from a sector-wide approach to smaller, far more limited activities. The
LOPs for our environmental activities have been reduced, some by as much as half. Several
successful projects have been terminated early, notably irrigation and rural roads activities.
Participant training programs will operate at half authorized levels, substantially reducing the
number of scholars we send to the US for technicat training and exposure to US culture,
democratic systems, and market economy. Our follow-on Small Farmer Export Development
activity will be designed at one quarter optimum levels.

The most severe cuts were in our private sector programs. These programs have done much to
promote investment, foster trade with the US, and most importantly generate thousands of jobs
for the poor. Budget reductions resulted in complete withdrawai of policy reform support
to the all important financial sector, leaving that to the IFls to pick up. The LOP for our
privatization activities has been reduced by $1.5 million and that activity will terminate early,
despite the fact that the new Honduran administration has made privatization of large state
owned enterprises a high priority. The Reina administration sees privatization as a viable way
to deal with a critical budget deficit and to be able to shift more resources into health, education,
and poverty alleviation. The combined reductions of ESF and DA have resulted in the loss of
our private sector objective, ending many of its activities, and combining what remains with our
agriculture sector objective to form a new strategic objective for economic growth. Budget cuts
combined with FTE cuts have resulted in the dissolution of the Private Sector Office this year.



DA Reductions to 75 Percent of Planning Levels

At the 75 percent level in FY 1996, we would get out of the health sector altogether,
including support for AIDS/HIV prevention, leaving consolidation of USAID supported gains
made over the past 12 years in child survival, water and sanitation, extension of primary care
sarvices, and family planning through the public sector in doubt, We would maintain only our
private sector population activities at approximately $2.5 million per year. Direct family planning
support to the private sector would disappear. Only minimai procurement of contraceptives
to be channeled through the private family planning association to the public sector would be
retained.

The 75 percent level in 1996 would have the most damaging effect on our democracy
programs at a truly historic time in Honduran history. Honduras' President Reina has made
honest governance and fighting corruption the centerpiece of his administration, an initiative which
at this particular time is absolutely critical to the continued economic, political and social
development of the country. President Reina's anticorruption program enjoys overwhelming
popular support. Changes long sought in the independence of investigatory entities from the
Supreme Court and the Congress are rapidly becoming a reality. The landmark legislative
framework for separating prosecutorial functions from the Court system, for putting prosecutors
in charge of police investigations and for moving investigatory police and forensic functions from
military to civilian control were put in place in the closing days of the prior administration, with the
creation of the Public Ministry. The task of building the institutions which will allow the legislative
framework to become a reality is now at hand. For some 12 years the U.S. has strengthened
military capabilities based on legitimate national security concerns of the strifefilled 1980s. It is
widely believed that the time is at hand for the U.S. to fully back Honduras' efforts to move the
investigatory police functions under meaningful civilian control. A further reduction in funding
would undermine these efforts. The start up in 1996 of our follow-on flagship democracy
activity, Strengthening Democratic Institutions Il would be reduced by $1 million to
$700,000. This would be a particularly serious blow. We expect expenditures to run at about
$2.0 to $2.5 million in calendar year 1994 while we help establish the new Public Ministry;
covering costs of training what will be virtually all new personnel, helping get adequate
administrative and personnel systems into place, and developing proper forensic laboratory
facilities. At the same time we will need to maintain ongoing support to eradicate corruption in
the Court and to PVO human rights and democracy watchdog groups. In 1995 we would expect
expenditures of between $1.5 and $2.0 million to assure continuation of these various efforts.
Having drawn down the pipeline in SDI we will need the entire planned $1.7 million
obligation under the new project in 1996 to keep agreed upon activities on track.

with DA resources at 75 percent of planning levels in 1996, other activities would also be
drastically affected. Our Policy Analysis and Implementation activity supporting policy
reform in the agriculture sector will be crippled, with only enough money to keep the technical
assistance team, a condition for a $110 million IDB/MWorid Bank agricufture sector loan package,
in country. Support for essential complementary activities to the TA team under this
agricultural reform activity designed to strengthen the Ministry of Agriculture policy
analysis unit and to help assure participation of campesino and agricultural producer
groups in the policy reform process would fall out. The Small Business Ml activity would be
cut by $700,000 (25 percent) reducing the number of loans to microenterprises by 42,000
over the LOP. The Basic Education and Skills Training activity would start at considerably
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less than optimum levels and we would need to restructure that activity accordingly, resuiting
in a lag in putting in place effective alternative primary education and vocational training
mechanisms for out of school youths and adults. The Land Use and Productivity Enhancement
activity would serve even fewer farmers and the Municipal Development activity, cut by 1/3,
would result in municipalities taking longer to begin to adequately respond to the interests and
needs of their citizens. Finally, fewer participants would be sent to the US for training.

PLA8B0 Title lll Program

Given the loss of ESF and the drop in DA, we will need to depend even more heavily on PL480
Title il for balance of payments support, as a tool to suppert policy reform, and as a mechanism
for reducing poverty and alleviating the food security problem. We have successfully used a
multi-year Title Il program much like ESF in encouraging removal of price controls, elimination
of GOH purchase of basic grains, and privatization of state-owned agricultural processing
industries. We propose a follow-on, three-year, $30 million Title Il program beginning in FY
1995. There are several compelling reasons for continuation of Title Il (see Title [ NAD for more
details) beginning with Honduras' level of poverty and malnourishment, its need for continued
economic reform, and its critical balance of payments requirements.

In view of its widespread poverty and malnutrition, Honduras really needs the PL480 Title 1il
Program. With a per capita income of $634, it remains one of the poorest countries in the
hemisphere (according to 1992 GDP figures, only Haiti, Guyana, and Nicaragua are poorer).
While over 60 percent of the population lives in extreme poverty, Honduras continues to have
high birth rates, high fertility rates and high infant mortality. Well over a third do not have access
to water, sanitation, and primary health care. Over 60 percent of Hondurans are consuming less
than the recommended minimum of 2300 calories per day. The PL480 Title Ili program heips
fill the food gap. while encouraging free market pricing, securing land tenure, and increasing the
availability of credit, technology, and information to small producers on a sustainable basis, that
should result in more food availability and security.

Honduras' balance of payments situation remains difficult. The country is playing it close to the
wire with international reserves equivalent to only one month's worth of imports. Honduras
continues to carry a very heavy debt burden, with an external public debt exceeding the GDP,
and with around 40 cents of every dollar of export revenues going to debt servicing. Projections
for 1994 show an unfinanced balance of payments gap of $122 million. Imports of Title Ili
commodities, that Honduras would otherwise have to import with scarce foreign exchange, will
help finance this gap.

Failure to fill this gap could lower economic growth in 1994, which would be reflected in reduced
levels of production and employment. The loss of Title 1l would undermine USAID's ability to
effectively continue with policy dialogue and foster continued reform in food, agriculture, and
natural resources sectors. However, the loss will be felt most by the poorer Hondurans,
particularly those in the rural areas who have seen their incomes rise as a result of economic
restructuring which produced positive terms of trade for agricultural products. A reduction in the
requested level of Title lll resources will have a negative impact on both growth and continued
policy reform. '
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Directives

The Action Plan Program is based on a budget developed in the absence of the directives which
were given to us the first week in March, when we were in the final stages of developing the
Action Plan. Directives and earmarks have an effect on our budget not unlike the effect that price
controls have on an economy. They force resources to be moved away from where they could
provide the greatest impact {(especially poverty reduction}, and place them in areas where they
are less needed or not needed at all. As a result, productive projects are severely restricted, or
even reduced, while projects “benefitting” from the earmarks cannot always absorb all the funds
at once and their pipelines soar. The directives have the effect of placing an additional $2.4
million cut on some of our most productive projects, while adding little immediate benefit to the
receiving projects.

Some of the effects of the directives used in development of the budget with the CP directives
are as follows:

. $1.4 million would be removed from Strategic Objective 1, primarily from programs
designed to benefit small farmers and microentrepreneurs ($1 million). The directives will
have the same negative effect on the agricultural policy reform activity as does cutting the
overall budget by 25 percent to the 75 percent planning ievel; support for strengthening

~the policy analysis unit in the Ministry of Agriculture and funds to assure participation of
campesino and agricultural producer groups in the reform process fall out. Our
privatization activities would receive no more money after 1994 rather than after 1995,
cutting total LOP funding by $2 million. Only one additional large privatization could be
carried out after those currently underway are compieted, despite the importance the
Reina administration gives to this activity.

. $1.0 million would need to be removed from democracy programs which are designed to
increase participation and empowerment of the poor while reducing corruption. This at
a time when pursuing good governance and fighting corruption are at the top of the new
GOH administration's list of priorities and there is a ground swell of public support for
major reforms in the judicial and investigatory systems, bringing real justice to those who
cannot currently buy it. Application of the directives in 1995 will have a similar effect on
our democracy activities as cutting the overall Mission OYB by 25 percent in 1996 would
have.

. Directives for environment would simply add additional funds ($691,000) to already large
pipelines.

. Additional Population funds in 1995 will also add $500,000 to large population pipelines
in both our Private Sector Population Program Il and Health Sector |l activities. Although
these funds would be used in the out years as our planned new obligations in the heatlth
sector go down, they would not be used in 1995/96.
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. The child survival directives of $3.5 million are by far the most problematic. The Mission
cannot meet these directives, maintain AIDS and Population directives and address
priority health issues in Honduras at the proposed DA OYB of $21.1 million. Our
Health Sector Il program would have to be amended to absorb an additional $1.74 million
in child survival funding over currently planned levels. These funds would have to come
out of high priority economic growth and democracy activities ($1.4 million) and at the
expense of other priority non-child survival health activities; AIDS ($250,000) and water
and sanitation. At reduced OYB levels of $21.1 million, the highest priorities for USAID
support are no longer the traditional child survival interventions like immunizations and
ORS use in children. Infant mortality is now under 50 per 1,000 births. Instead USAID
assistance should be focused on 1) maternal reproductive health and family planning; 2)
bringing the current cholera epidemic under control through investments in community
based water and sanitation systems, institutional reform of the water and sanitation
subsector to help encourage continued funding from other donors as USAID withdraws
from the subsector, and continued spread of community based oral rehydration therapy
for adults as well as children; 3) contro! of the spread of AIDS/STDs; and 4) continued
decentralization of the primary health service delivery system. Since water and sanitation
activities are only classified as 70 percent child survival, in-order to effectively use child
survival funds for these interventions even more unrestricted’ funds would need to be
added to the health sector, further eroding resources avaitable for democracy and poverty
alleviation. :

if 1995 directives were to be straightlined into 1996 at the 100 percent planning level, the
negative effect on the USAID Honduras program would snowball. Environment pipelines would
continue to grow while democracy, small business and small farmer activities would be gutted.
By 1996 the Mission plans call for only $860,000 in child survival funds while maintaining at least
$2.5 million in population funds. At the Mission's projected DA levels for health and family
planning activities ($4.3 million), only $146,000 of unrestricted funds needed to allow us to carry
out some water and sanitation activities are included. All other funds either go toward partial
fulfillment of population ($2.5 million) or AIDS ($800,000) directives. Thus, there is no room to
shift funds within budget allocations for that sector to meet either the child survival directives or
a population directive of $3 million. And even at reduced budget levels the Mission will still be
putting 30 percent of its total resources into health/poputation/nutrition. Honduras either needs
a higher overall OYB, to reasonably meet assigned directives, or reliet on the directives.

Rather than improve the program, we believe the assigned directives so distort our use of

- resources, that the impact of our program in Honduras will be significantly diminished as a result.

While we realize that directives are often beyond Bureau control, we request that the Bureau take
a serious ook at the real costs and consequences of these directives.
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ACTION PLAN 95/96 BUDGET

522-0241
522-0273
522-0289
522-0325
522-0325
522-0383
522-0388
522-0399

Resources

522-0246
522-0282
522-0325
522-0385

522-0216
522-0369
522-0389

522-0296

522-0340

522-0364

522-0381

522-0394
he

S.0. 2 - Effective Stewardship of Key Natural

§.0. 4 - Democracy

$5.0. 1 - Enhanced Economic Participation

Small Business Development I

Primary Education Efficiency
Privatization of State Owned Enterprises
Policy Analysis & Implementation AG *
Policy Analysis & Implementation EPA
Small Farmer Agribusiness Development
Basic Education and Skills Training
Small Farmer Export Development

P.L. 480 Title Il *

Foresiry Development

Land Use & Productivity Enhancement
Policy Analysis & Implementation AG *
Honduran Environmental Protection Fund
P.L:y4§.0 Ti *

$.0. 3 - Improved Family Health

Health Sector i

Private Sector Population Program I
Private Sector Population H!

P.L. 480 Title |

800
950

1,000

1,080
1,000

946
1,000

Strengthening Democratic institutions
Municipal Development

Honduras Peace Scholarships !l
Strengthening Accountability Systems
Strengthening Democratic Institutions |l

500

400
575

900
1,150
400
1,040

IR R v

| Funding Sources: Development Assistance
’ PL 480 Title Hl
PL 480 Title ll

* These projects

are included in S.0. 1 and S.0. 2




TABLE 4
USAID HONDURAS
PROGRAM FUNDING SUMMARY

I

FUNDING BY STRATEGIC OBJECTIVE

e - p ]
FY9%4 FY95 FY96 100% | FY96 75%
Estimated Requested Requested Requested
Mission Strategic Objective #1 6,735 11,574 12,163 10,551
Mlission Strategic Objective #2 8,250 10,026 10,172 9,824
Mlission Strategic Objective #3 15,956 12,404 11,063 9,263
I‘_Mission Strategic Objective #4 1,475 3,490 4,033 2,527
Other 494 369 432 423
Total 32,910 37,863 37,863 32,588
FUNDING BY CATEGORY I
— -
FY94 FY95 FY96 100% | FY96 75%
Estimated Requested | Requested Requested
Development Assistance 18,451 21,100 21,100 15,825
PL-480 Title II 5459 6,763 6,763 6,763
PL-480 Title III 9,000 10,000 10,000 10,000
Total 32,910 37,863 37,863 32,588 I
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S.0. 1 - Enhanced Economic Participation

b22-0241 Small Business Development ] 1,900 (400)
522-0273 Primary Education Efficiency 470 0
522-0289 Privatization of State Owned Enterprises 600 {600)
522-0325 Policy Analysis & Implementation AG * 1,204 {280)
522-0325 Policy Analysis & Implementation EPA 600 100
522-0383 Small Farmer Agribusiness Development 600 {600)
522-0388 Basic Education and Skills Training 1,600 400
522-0399 Small Farmer Export Development 600 0

P.L. 480 Title Il *

o

AR,

$.0. 2 - Effective Stewardship of Key Natural. Res.
522-0246 Forestry Development 1,080 191

522-0292 Land Use & Productivity Enhancement 1,000 0
522-0325 Policy Analysis & Implementation AG * 946 {220)
522-0385  Honduran Environmental Protection Fund 1,000 500

P.L. 480 Title |

ot

$.0. 3 - improved Family Health

522-0216 Health Sector il ' 1,916
522-0369 Private Sector Population Program | ' 0
522-0389 Private Sector Population Program Ill - 60

_P.L. 480 Title li 0

gt adR

§.0. 4 - Democracy

522-0296 Strengthening Democratic Institutions 800 {400)
522-0340 Municipal Development 1,150 (300)
522-0364 Monduras Peace Scholarships 400 0
522-0381 WStrengthening Accountability Systems 1,040 (300)
Other.

522-0000 Program Development and Support 369 (67)

Summary:

Development Assistance

PL 480 Title H

PL-480 Title 1l
it

SR

* These projects are included in 5.0. 1 and S.0. 2

7

PROPOSED FY-95 PROGRAM BUDGET COMPARED TO BUDGET WITH DIRECTIVES
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OPERATING EXPENSE BUDGET

The operating expense cost estimates inciuded in Table V are based on personnel and funding
levels established in conjunction with the FY 1995 ABS exercise and modified to reflect the
recently issued FY94 annual plan level by LAC/DPP. For FY94 and FY95, the total OE costs of
$3,700,000 and $4,000,000 respectively tie to the AIDAWW established levels, as do the USDH FTE
levels of 25 and 20. The FY95 budget estimate, net of NXP, represents a 3.2 percent increase
over FY94, due largely to the impact of a delayed FSN wage survey during FY94. While we
expect to be able to adjust Mission operations to comply with the Bureau's FY94 approved budget
level, the FY95 estimate is very tight, and there is the possibility that the catch-up impact of the
FSN wage adjustment, postponed from FY94, could be greater than expected. The operating
expense level for FY96 represents a straight-lining of the FY95 level, with a minor increase
estimated due to inflation and replacement non-expendable property requirements. Clearly, we
will leamn over time how the Honduran economic policies of the new administration, which took
office on 01/20/94, affect our cost of doing business in Tegucigaipa. But as a budget matter, we
have assumed that in FY96 exchange rate gains will equal price increases of local costs, holding
the overall budget increase from FY35 to FY96 to less than 2 percent.

The current NXP procurement freeze (State 347546, November 1993) has created planning
problems at the Mission level. With other than emergency/critical requirements indefinitely
postponed, it is unclear whether necessary replacement of vehicles, office and residential
furnishings and equipment will resume late this fiscal year, or next. If Missions are not allowed
to manage their asset inventory, incurring sound replacement costs, maintenance expenses will
rise, and claims on out-year budget levels for NXP costs will grow. The budget estimates
included herein assume that the Agency will rescind the NXP procurement freeze late this fiscal
year, and FY395 and FY96 will permit necessary replacement NXP procurement. Therefore, the
FY94 level excludes NXP funding, in accordance with LAC/DPP guidance.

Taking a longer range view, USAID/Honduras will transition to an all appropriated dollar financing
of its operating costs, probably in FY 1988 as OE trust funds liquidate. There are many variables
with respect to the timing of the transition, but not the transition itself. The ESF Cash Transfer
program assistance obligations that generated aflocations to the Mission Trust Fund ended in
FY93. The currently planned portfolio consists of DA funded project assistance and PL-480 Title
Il and lll, none of which will generate allocations o the Trust Fund. Whether current balances
are fully disbursed earlier or later than FY 1998 largely depends on the Honduran inflation rate
and dollar OE levels in the intervening period. But the transition appears inevitable. In FY 1993,
total Mission operations were $4.3 million, $2.1 million in dollars (49 percent), and $2.2 million
in local currency trust funds (51 percent).

Hopefully we can plan with |LAC during the FY94-FY97 period a gradual upward adjustment of
appropriated OE doliar financing as a percentage of Mission operating costs, as total real
operating costs decrease. The objective should be an OE budget fully financed by appropriated
dollars by FY 1999. With respect to the Mission objective of cost control, the planned FY94 OE
level of $3.7 million represents a decrease from the FY93 actual levei ($4.337 million) of 14.7
percent. Further, from FY90 (the peak OE cost year at $5.897 million), the FY95 planned leve!
of $4.0 million {post down-sizing) represents a reduction of 32.2 percent in nominal terms, and
a greater reduction in real terms.
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SECTION V: ISSUES

1. PL 480 Title lll Food for Development Program

The Mission is requesting a three-year, $30 million ($10 million per year) FY 1995 follow-on to
our current PL 480 Title Ill program. The FY 1995 Congressional Presentation requested only
$5.0 million in Title lll for 1995. There are several compelling reasons to continue this program
at the higher level: (1) Honduras' leve! of poverty and malnutrition, (2) its need for continued
economic reform at a time when there is pressure to inch away from reforms in the agriculture
sector, (3) its critical balance of payments requirements, and (4) the need for continued food
security. The need for this assistance is especially keen, given the loss of ESF and sharp DA
reductions. We need Bureau support in helping us obtain these resources.

2. Directives

The budget proposed in the Action Plan does not meet directives levels, except in democracy.
It does, however, allot sufficient funding to keep projects that contribute to directives moving
apace. Even under the most optimistic scenario (100 percent planning levels) in the absence of
additional OYB, meeting the directives would oniy build pipeline in “directives” projects, while
hurting others aimed at reducing poverty and strengthening democracy. In less optimistic
scenarios, we reach the point where we would have no activities outside of those that contribute
to directives. We need relief from directives targets to carry out what we believe is a well-
balanced program and one which is responsive to Honduras' needs, as well as Agency and
Congressional concerns.

3. Operating Expense Levels

In FY 1994, the Mission will pay for approximately 52 percent of its operating expense funds from
appropriated funds, and is currently paying the balance out of the Operating Expense Trust Fund.
Since FY 1993 was the last year for ESF--the source of the trust funds--we estimate trust funds
will be exhausted by 1998. What is the Agency's long term plan for covering 100 percent of
operating expenses beyond 19987  Will dollar amounts increase as trust funds phase out
between now and 19987
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ANNEX A

STRATEGIC OBJECTIVE FRAMEWORK REVISIONS
(TECHNICAL ANNEX)

We have refined and streamlined our Strategic Objective Framework in response to significant
changes that directly affected our program: (1) sharp reductions in the budget (Program & OE)
and FTE leveis, (2) a change in emphasis of the Agency's overall program, and (3) election and
instaliation of a new administration in Honduras.

As a group, these changes have resuited in:

—-- a reduction in the span and level of our involvement;

a shift from an intensive program focus on improving the lives of the poor through
economic policy reform, and increased trade and investment, to one that principally
emphasizes lower-income groups more directly by heiping them participate in and benefit
from economic improvements; -

-- afocus ot economic policy efforts on implementation of existing legislation, paricularly in
the agriculture sector;

—- a shift from a sectoral to a more limited approach to social-sector programs; and

-- amore concentrated effort in support of the new GOH's anticorruption "moral revolution”.
Consequently, our Strategic Objective Framework has also undergone significant changes, as
noted in the box below. Not only have we reduced the number of objectives {from five to four,)

program outcomes (from 19 to 12), and indicators (from 69 to 63) we have also made substantive
changes at all levels of the Framework.

FY 1995-96 Action Plan

S0-1: Enhanced Economic Participation and
Increased incomes of the Poor,

S0-2: Effective Stawardship of Kay Natural
Rasources for Sustainable Economic Growth.

S0-3: Improved Family Health

] S0-4: More Responsive, Democratic Processas,
with Greater Citizen Participation.




Strategic Objective 1:

Enhanced Economic Participation and Increased incomes of the Poor

Program Outcomes: FY 1995-96 Action Plan

Expanded Access and Opportunity
through Empowerment of the Poor.

Expanded Access and Opportunity
through Improvad Functioning of Markets

Expanded Access and Opportunity
through Investment in Feople

_ |

S.0.1 represents the most significant program change of any in the Framework. The loss of ESF
and staffing reductions resulted in the elimination of the former Strategic Objective 2--Private
Investment and Trade. We have merged remaining private sector activities with the remaining
activities supporting the former Strategic Objective 1--Increased Agricultural Production and
Exports—-into a new objective that emphasizes increased access and opportunity, especially for
lower—income groups—-Enhanced Economic Participation and Increased Incomes of the
Poor, :

There has also been significant change in indicators. Those in this year's Action Plan reflect what
is in the manageable interest of the Mission given the new funding realities, and seek to better
measure the people-level impacts of our program interventions. For instance, indicators that
measured agricultural GDP growth, exports, investments, and trade have been eliminated. With
no ESF in FY 1994, the Mission would have been hard pressed to demonstrate impact at either
the overall macroeconomic level or at the sectoral level in key economic sectors other than
agriculture. in their stead, a new indicator--Reduction in the Percent of the Populace Living
Below the Poverty Line—-has been introduced. The Mission is persuaded that such an indicator
is within its manageable interest.

Indicators under the new Program Outcome--Expanded Access and Opportunity Through
Empowerment of the Poor--demonstrate people-level impacts:

. Number of Loans Made to Micro and Small Enterprises and Small-Holders.

. Fully Performing Portfolio of PVO and Credit Union Loans to Micro and Small Businesses
and Small-Holders.

. Incremental Employment Attributable to USAID Projects.

. Increased Amount of Savings Generated by Credit Unions.

. Village Banks, Credit Unions and Agricultural Cooperatives Serving Local Communities,

A-2



Under the Program Outcome--Expanded Access and Opportunity through improved
Functioning of Markets--we have included three sets of indicators. One set details progress
derived from improved functioning of markets. [t consists of the reduction in price distortions
affecting the agricultural sector, investment in agriculture, number of agricultural land sales and
titles, and production and sales of seiected nontraditional crops produced by small farmers.
Another set measures GOH preparedness to negotiate a free trade agreement with the U.S. and
includes indicators relating to the protection of worker rights and the environment. The third,
which appeared in last year's Action Plan, is the increased number of privatized state-owned
enterprises. The program is now moving into a phase that has the potential for huge inflows of
revenues for the GOH that would give them more flexibility to allocate additional resources to the
social sectors.

Finally, selected education indicators that appeared in last year's Action Plan under the Strategic
Objective--Healthier, Better-Educated Hondurans--have been shifted to S.0.1 and are now,
in line with the Achieving Broad-Based Economic Growth Strategy Paper, encompassed under
the new Program Outcome--Expanded Access and Opportunity through Investments in
People. The Mission will be implementing three initiatives, including primary education
improvements, the development of an altemative basic—education delivery system and vocational
training. These initiatives should produce gains that will help Honduras make inroads toward
Enhanced Economic Participation and increased Incomes of the Poor--our revised Strategic
Objective. - :

Strategic Objective 2:

Effective Stewardship of Key Natural Resources for Sustainable Economic Growth

Program Outcomes: FY 1995-96 Action Plah

Sustainable Forest Management Practices
Extended

Sustainable Agricultural Practices Extsnded

improved Management of Protected Areas

L

As part of Mission review and revision of the Strategic Objective Framework, the environmental
objective--formerly Improved Management--Aimed at Long-Term Sustainability—-of
Selected Natural Resources--has been refined to: Effective Stewardship of Key Natural
Resources for Sustainable Economic Growth. This objective has three performance indicators.
The first two are new, but we have been tracking the third for several years.



. Increased Area of Pine Forest Under Effective Forest Management Programs.

. Increased Total Area of Parks, Reserves, or Watersheds under Effective Protection
Programs.
. increased Area of Pine Forest Harvested in Accordance with Acceptable Forest

Management Practices Nationwide.

The Program Outcomes have been revised, to reflect the three major "green environmental areas"
which our portfolio is designed to address: Sustainable Forestry, Sustainable Agriculture, and
Protected Areas.

The Program Outcome relating to policy (Improved Policy Framework) was dropped, since
natural resources policy is considered one of the means by which the Mission pursues all three
outcome objectives, rather than an end in itself. The Sustainable Forestry and Sustainable
Agriculture Program Outcomes are each associated with three indicators, several of which are
carried over from last year's Action Plan. The Improved Management of Protected Areas is
associated with four indicators, of which only the final one—-Increased Number of Discrete
Watersheds Protected--is new this year.

Strategic Objective 3:

improved Family Health

Program Outcomes: FY 1995-96 Action Plan ﬂ

3.1 Increased Percentage of Hondurans who
Practice Family Planning

3.2: More Effective Child Survival Interventions

33: increased use of STD/AIDS Prevention
Practices

S.0.3 has continued to undergo metamorphosis. The number of Program Outcomes has been
reduced from six to three. The Basic and Vocational Education outcome was moved to
Strategic Objective 1, to reflect the crucial role of education in sustained economic development.
Of the remaining five Program Outcomes, three of them (Increased Effective Breastfeeding;
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Increased Percentage of Reproductive Age Women and Children Under Five who are
Vaccinated; and Reduced Incidence of Selected Diseases) were combined into a single
Program Output--More Effective Child Survival Interventions—-to reflect the integrated nature
of the Mission's health/population/nutrition program. All of the program indicators from last year's
Program Outcomes will be included under this single outcome.

Last year's Program Cutcome Indicator--Reduced Total Fertility Rates of Women of 15 - 44
Years of Age--was moved up to a Performance indicator, in recognition of the importance of this
measure to the Mission health/population program. Several other Program Outcome Indicators
have been refined, primarily to refiect Agency experience in developing better measures, e.g.:

. Last year's Reduction of HIV Transmission was changed to target spacifically a high-
risk group (commercial sex workers) and the general population (women at a prenatal
clinic), in the current epicenter of the epidemic (San Pedro Suia), and in two other cities
with increasingly high rates of HIV transmission, Tegucigalpa and Comayagua;

. The indicators under the outcome--Increased Effective Child Survival Interventions—-
have been modified, as per recommendations from USAID/W. Specificaily, the Mean
Duration of Breastfeeding and Mothers Breastieeding Exclusively for Four Months—
were merged into——Percentage of Children 2-3.99 Months Who Were Breastfeeding
Only During the Previous 24 Hours--a more accurate measure of exclusive
breastfeeding.

. We added a new indicator--increased Number of Rural Residents Benefitting from
USAID-Supported Water and Sanitation Systems--to reflect the impact of our long-
term and continued efforts in the area of water and sanitation.

Strategic Objective 4:

More Responsive Democratic Processes, with Greater Citizen Participation.

The Strategic Ob}ective statement has been streamlined slightly. However, it remains
conceptually unchanged, although its Program Outcomes and Indicators reflect increased
emphasis on ethical democratic institutions and citizen participation.

There are some major changes in performance indicators. Those based on national polls, and
related to public oo_hﬁdence in the Judicial system (Public Confidence in the Judicial System)
and local governance {Improved Public Perception of Local Governance), were deleted in the
belief that they may not be good measures of success. For example, highly publicized program
success in anticorruption, transparency, and accountability activities may, at least in the short
term, result in a drop rather than an increase in public confidence. A new performance indicator
reflects our efforts to reduce corruption—--Increased Percent of Cases Under Investigation by
"the Public Ministry and/or Contraloria General de la Republica (CGR) Audit Findings of
Fraud and Corruption that are Prosecuted and Sanctioned. And finally, we raised the
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indicator--Increased Community Attendance to Town Meetings in Participating
Municipalities--from a Program Outcome indicator to a performance indicator, to emphasize the
importance of community participation in local govemment.

Program Outcomes: FY 1995-96 Actlon Plan

More Ethical and Effective Investigatory and
Judicial Systems

More Responsive and Effective Municipal
Government

Greater Number of Hondurans Exposed to
and Trained in Democratic Vailues

As can be noted from the above chart, Program Outputs have been reduced from six to three.
The Program Outcome indicators have also been maodified. Since the main program with the
Congress was successfully concluded in August 1993, associated program indicators (Requests
for Information by Members of Congress, and Timely Production and Distribution of
Complete Daily Record by Congress) have been eliminated. Another indicator--Total Budget
Availabllity for the Court Measured Against Constitutionally Mandated Amount--was also
removed, because although this would be of signiticant benefit to Hondurans, it is really beyond
our manageable interest.

New Program Outcome indicators were added to measure the effectiveness of anticorruption
activities. For example, we are tracking the number of cases that are audited by the Controller
General (Contraloria), investigated by the Court, or investigated by the Public Ministry, as they
are processed through various stages of the judicial system, and are ultimately adjudicated by
the Court. To the municipal development Program Outcome indicator we added--Increased
Number of Persons Attending Training Events.



ANNEX B

PROGRAM EVALUATION AGENDA

The Mission has a well established project evaluation system beginning with the evaluation
schedule (updated December, 1993) and ending with evaluation foliow-up tracking that assures
evaluation recommendations are completed. We are now in the process of establishing a system
to monitor and evaluate program-level performance. Strategic Objective Committees {SOCs)
have been established to review the program prior to Action Plan development and the
Semiannual Reviews, and to track progress toward the Strategic Objective. With this monitoring
and evaluation capability, the SOCs can identify cross-cutting issues and concerns, and make
recommendations for their solution. Quite often this will mean cross-cutting studies and
assessments. Some of those cross-cutting concerns and studies are described beilow by
Strategic Objective.

STRATEGIC OBJECTIVE 1:  Enhanced Economic Participation and Increased
_ incomes of the Poor

The data source for most of the SO1 indicators is either GOH statistics or information generated
directly by the projects. The indicators for this strategic objective are necessarily numerous
because in addition to measuring increased economic growth, we are interasted in who benefits
from that growth. We measure this from both the perspective of participation in activities
designed to improve the access of the poor to factors of production, level the playing field for all
groups of society or improving the ability and capacity of the poor to be productive. To the extent
- that the data sources permit, we are evaluating the impact of our programs by gender.

We have already conducted an analysis of the etfects of the agricultural policy reforms on
changes in prices of agricultural commodities, changes in production and the effects of
these changes on househoid real income. This analysis uses data from the GOH's multi-
purpose household survey. The results of this work are reported in the performance narrative and
this analysis will continue as more survey data becomes available.

A second special study which is also underway, is a sample household survey designed to obtain
detailed information on the food expenditure and consumption patterns of Honduran
households and their education and health status as well as information of their incomes
and employment. Data collection is currently underway and this information and analysis should
be available for the next Action Plan. This study is expected to provide more detailed
consumption and expenditure information than is available from the GOH multi-purpose survey.

The first agricultural census since 1974 was taken in 1993 with Mission support. The data are
now being processed and information from the census will be available for the next action pian.
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A survey to analyze the impact of privatization on employment (segregated by gender),
exports, tax revenues, debt reduction and other key economic indicators will be conducted
under the Privatization of State-Owned Enterprises in FY94,

New activities related to workers' rights and the environment will be monitored in a number of
ways. The baseline study of the impact of the Export Processing Zones (EPZs) in the Sula
Valley, carried out in 1992 and updated annually, will provide information covering a wide range
of workers' rights. A new, computerized tracking system in the Ministry of Labor will monitor
worker complaints to ensure that these are resolved in a timely manner and in accordance with
the Honduran Labor Code. Information related to improved labor/management dialogue will be
obtained through the various private-sector organizations involved. ~With regard to
environmental activities, baseline data on companies with waste-treatment facilities will be
obtained through a study currently being conducted by the Cortés Chamber of Commerce and
Industry, which will be completed in June 1994. Thereafter, the Foundation for Investment and
Development of Exports will monitor new treatment facilities among the sample companies
included in the study.

A workforce assessment is being conducted during 1994 to identify training needs in the areas
of construction, tourism, industrial maintenance, and the production of wood products. Information
from the assessment and subsequent assessments will be used to prioritize training activities
under the Basic Education and Skills Training Project (522-0388) which will begin in 1995.

STRATEGIC OBJECTIVE 2: Effective Stewardship of Key Natural Resources for
: Sustainable Economic Growth

Central to the achievement of this Strategic Objective is people's aftitudinal change in relation to
natusal resources, their use and conservation. Therefore, the Mission will attempt to measure the
results of the public awareness activities through a special research study that will assess
attitudinal change on a pericdic basis.

The Mission is in the process of developing a strategy aimed at addressing key questions on
environmental degradation, particularly in the area of deforestation. One step towards ensuring
impact assessment will be taken under the Honduran Environmental Protection Fund project. At
the implementing institution ievel, Fundacién VIDA has agreed to establish an "Evaluation Unit"
to oversee program impact. This unit will directly report to the Foundation's Board of Directors.
At the NGO level, the project will require that participating NGOs plan evaluation activities in their
proposals. For this purpose, gquidelines on how to assess impact of different environmental
activities will be developed. These guidelines will be used by participating NGOs to set up
baseline surveys and subsequent follow-up studies for impact analyses.

Evaluative linkages with projects under other SOs are being actively pursued. For example,
watershed protection activities under the Health Sector || Project are being tracked in conjunction
with water and sanitation indicators. Planned activities under the Strengthening Accountability
Systems Project include “environmental audits” that will monitor aspects of GOH compliance on
environmental measures.
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STRATEGIC OBJECTIVE 3: improved Family Health

Most of the indicators for this Strategic Objective are worldwide-accepted indicators on population
and health--recognized indicators of overall national health, maternal health and health of the
children in the family. The major source of information is the Epidemioclogical and Family Health
Survey (EFHS), which takes place every four years; the next one is scheduled for 1995). There
is a consensus among program staff in the areas of health and population that these data are of
acceptable quality. However, we wili also be considering other data sources as a means to fill
in the gaps between the EFHS Surveys.

In addition to and complementing project Monitoring and Evaluation (M&E) systems, the Mission
has supported special studies to support the information needs of this Strategic Objective. For
example, to support health and population information needs, the Mission has allocated $182,000
for the Epidemiology and Family Health Surveys which are carried out every four years. This
allocation is for a two-year period and covers all data collection analysis and dissemination
activities.

Ne linkage study has been identified for this Strategic Objective.

STRATEGIC OBJECTIVE 4: More Responsive Democratic Processes, with Greater
Citizen Participation

There has been a shift in the strategy for assessing impact of the activities contributing to this
Strategic Objective. Opinion poli surveys will still be used for assessing long-term SO impact.
However, the Honduran public has not yet sufficiently drawn the distinction between increased
media reporting on government corruption (result of GOH anticorruption initiatives) and actual
levels of corruption. In the long term we fully expect public confidence in GOH anticorruption
measures to rise, and to be empirically measurable, in the short term anticorruption program
success will be gauged by public participation in referring cases for investigation, and the ability
of investigatory organizations o successfully sanction and prosecute official corruption.

In addition to continued use of the CID/Gallup poll, the remainder of information to monitor
progress is collected through projects and counterpart M&E systems, including the Supreme Court
of Justice, the Inspector General Case Records, Public Ministry Prosecutor Office records, the
Controller General Office records, official minutes of town meetings from municipal records, and
others,
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ANNEX C

STRATEGIC OBJECTIVE

PERFORMANCE

TABLES



PERFORMRNCE INDICATORS:

A} REDUCTION IN THE PERCENT OF
THE POPULACE LIVING BELOW THE
POVERTY LINE

ENHANCED ECONOMIC B) 1. EMPLOYMENT IN THE

PARTICIPATION AND AGRICULTURAL, INDUSTRIAL AND
INCREASED INCCMES OF THE SERVICES SECTORS
FOOR 2. EMPLOYMENT IN THE

AGRICULTURAL, INDUSTRIAL AND
SERVICES SECTORS BY GENDER

PROGRAM OQUTCOME 1.1 FROGRAM OUTCOME 1.2 FROGRAM OUTCOME 1.3

Expanded Access and Expanded Access and Expanded Access and

Opportunity Through opportunity through Opportunity through

Eapovwerment of the Improved Functioning of Investment in People
Poor Markets

PROGRAM INDICATORS

4) Number of Loans Made a} 1. Increased Production & Sales a) 1. Increased Numbers of
to Micro & Small of Selected Nontraditional Children Completing Primary
Enterprises & Crops Produced Primarily Education.

Small-~holders. by Small Farmers. 2. lmproved Quality of

b) Fully Performing Port- 2. Reduction in Price Education Measured by
folio of PVO & Credit bistortions Affecting Improvements in Primary
Union Loans to Micre the Agricultural Sector. Education Standardized
& Small Businesses & 3, Incrsased Investment Test Scores for Four
Small-holders. in Agriculture. Subjects. (Grades 1-6)

c) Incremental Employment 4. Increased Agricultural b} 1. Basic Education Graduates
Attributable to USAID Land Sales and Land on the Five Levels of the
Projects. Titles. Alternative Delivery System.

d) Increased Amcunt of b} 1. Protection of Workers’ 2. Increased Quality of the
Savings Generated by Rights. Alternative Basic Education
Credit Unions. 2. Increase in Wasate Delivery System as Measured

e) Village Banks, Credit Treatment Facilitiea by Aggregate Increases in
Unions and Agricultural Servicing Export Industries Standardized Test Scores.
Ceoperatives Serving . in San Pedro Sula. {Grades 1-12)

Local Cotmunities. ¢} Ilncreased Number of c) Graduates from PVO and Municipal
Privatized State-Owned Training Centers Enployed.

Enterprises {SCEs).
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PERFORMANCE INDICATORS:

A)
B)
IMPROVED FAMILY
HEALTH ¢)
D}

REDUCED INFANT MORTALITY RATE
REDUCED LEVEL OF MALNUTRITION
AMONG CHILDREN 12-23 MONTHS
OF AGE

REDUCED REPRODUCTIVE RISK
REDUCED TOTAL FERTILTY RATES
OF WOMEN OF 15-44 YEARS

OF AGE

a)

b}

PROGRAM OUTCOME 3.1
Increased Percentage of
Hondurans who Practice

Effective Family

Planning

Increassd Contraceptive
Prevalence in Women of
15-44 Years of Age, in
Union.

Increased FPercentage of
Rural Women who had a
Prenatal Visit at a Health
Center During her

(Within
the Lagt 5 Years)

Last FPregnancy.

a)

b)

<}

d)

e)

f)

g}

PROGRAM OUTCOME 3,2
More Effective Child

Survival Interventions

PROGRAM INDICATORS

Increased Percentage of
Children 2 - 3.99 Months

who were HBreastfeed Only
During the Previous 24

Houre.

Increased Percentage of
Children Under One Vaccinated
for Selected Diseases (DPT,
Polio,

Tuberculosie).

Meagles, and
Increased Percentage of Women
Aged 12-49 Vaccinated with a
Second Dose of Tetanus
Toxold within the Last

3 Years.

Cholera Fatality Rate
{(Reduced to Less than

One Percent of Reported
Cholera Cases).

Reduced Percentage of
Qutpatient Visits of
Children Under Five to
Health Centers Due to
Diarrhea.

Improved Treatment for
Diarrhea.

Increaged Number of Rural
Residents Benefitting from
USAID-Supported Water and
Sanitation Syetems.

c-31

FROGRAM OUTCOME 3.3
Increased Use of STD/AIDS

Prevention Practices

a) Reduced Seroprevalence Rate
in Commercial Sex Workers
and Women Attending a
Prenatal Clinic in San
Pedro Sula.

b} Increased Total Number
of Coridoms Distributed

{Sold and Handed Gut}.
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PERFORMANCE INDICATORS:

.9]
MORE RESPONSIVE
DEMOCRATIC PROCESSES WITH
GREATER CITIZEN B}
PARTICIPATION
c)

INCREASED PERCENTAGE OF THE PUBLIC
THAT BELIEVES THAT NATICNAL
ELECTIONS WERE FAIR, COPEN

AND FREE

INCREASED FERCENT OF CASES

UNDER INVESTIGATICN BY

PUBLIC MINISTRY AND/OR "CONTRALORIA
GENERAL DE LA REPUBLICAR"

AUDIT FINDINGS OF FRAUD AND
CORRUPTION THAT ARE PROSECUTED

AND SANCTIONED.

INCREASED COMMUNITY ATTENDANCE

TO TOWN MEETINGS IN PARTICIPATING
MUNICIPALITIES

PROGRAM OUTCOME 4.1
More Ethical and
Effective Investigatory

and Judicial Systems

a)

b}

c}

d)

Increased Number & Percent
of Cases Investigated, and
Referred, Adjudicated

1. By Court to Fublic
Ministry.

2. By "Contraloria General
de la Repiblica”™ to
Procuraduria

3. Public Mirnistry Invest-
igations (Internal Anti-
Corruption Unit)

Controller General Conduc-

ting Audits in Accordance

with AICPA Standards.

1. Adherence to Precepts
of Judicial career lLaw.

2. Adherence to Frecepts of

Public Ministry Career Law.

1. Increased Number of

Qualified. Full-Time Public

Pefenders. Law School

Graduate Justices of the
Peace,
Staff.

¢, Increased Number of

Qualified Public Presecu-

tors.

and Liaison Office

PROGRAM QUTCOME 4.2
More Regponsive and
Effective Municipal

Government

PROGRAM INDICATORS

a) Increased Number of
Persone Attending
Training Events.

b} 1. Increased Froportion of

Municipal Budgete Going

to Capital Projects.

2. Increased Coverage/
Provision of Public
Services [Water, Sewerags,

Refuae/Collection) by

Municipalities.

C-41]

PROGRAM OUTCOME 4.3
Greater Number of
Hondurans Exposed to

and Trained in

Democratic Values

a} Increased Number of

People Having Completed
"Experience America”

Program.

b) Increased Number of

Textbooks Sold.
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ANNEX D

UPDATE ON THE STATUS OF TROPICAL FORESTS
AND BIODIVERSITY

(FAA 118 & 119)

FY 95-96 ACTION PLAN
FEBRUARY 1994

Section lll. Environment.

lll. A. Major conservation challenges facing the host country (reduction of deforestation and
conservation of biodiversity).

The major conservation challenges have not changed since the update of January 1993. The
main issues include deforestation of both pine and hardwood forests with associated loss of
biological diversity, loss of topsoil due to unsustainable agricultural methods, and loss and
contamination of water supplies from agricultural practices and deforestation.

ill. B. Progress made during the last year regarding reduction of deforestation and
conservation of biodiversity.

Most of the progress made in 1993 were policy-related changes, setting a substantial framework
for the sustainable management of natural resources,

The passage of the Environmental Law, established by Decree 104-93 on June 30, 1993 was
a significant contribution to environmental stewardship in Honduras. It is a comprehensive
treatment of issues related to the protection, conservation, restoration, and sustainable
management of the environment and natural resources. The objectives of the law are to: (1)
provide a framework for the orlentation of agricultural, forestry and industrial activities; (2)
establish the necessary mechanisms for the management and regulation of these activities; (3)
establish guiding principles to the State on environmental matters; (4) implement a National
Environmental Impact Assessment System for public and private sector projects; (5) create the
National System of Protecled Areas; (6) promote citizen participation in the processes involved
which are related to environmental issues; and (7) create an awareness in the society and
improve their quality of life. The Law provides for the creation of the Ministry of the Environment
(SEDA}.

The Ministry of the Environment is assigned the responsibilities for compliance with environmental
legislation, formulation and coordination of national policies which relate to environmental issues,
and the institutional coordination of the public and private sectors on environmental matters. It
is given a Consultative Council, a Technical Committee, and the power of (Procuradoria) Attorney
General for the Environment. The Ministry is limited to 35 employees total. It will develop and
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implement the National Environmenial Impact Assessment System and the National
Environmenta! Information System. The role of SEDA is one of coordination and compliance, not
implementation. As such, it is essential that the Ministry personnel promote the exchange of
information and ideas among the public and private sector members involved in environmental
matters. In 1993, SEDA prepared the National Environmental Action Plan with support from the
World Bank, which cutlines major environmental issues and suggested areas for projects.

Also in the policy arena, forestry regulations of the Agriculture Modernization Law are beginning
to be implemented, including required forest management plans and allocation of public timber
harvests via a timber auction system. Once implemented, the sales system promises to move
the price of timber closer to its real cost; thus reducing forest resource degradation or depletion.
A new Forestry incentives Law was developed and passed, and is pending publication in the
Gaceta. This law facilitates the participation of the private sector in conservation and forest
management practices through various fiscal incentives.

. C. How the mission will address host country needs over the Action Plan Period: FY 95 -
96.

Additional mission activities since the update of January 1993 include the extension of the
Agricultural Component of the Policy Analysis and Implementation Project {PAIP), the
implementation of the Honduran Environmental Protection Fund Project (HEPF), and an increased
emphasis on protected areas through the existing Forestry Development Project (FDP). In
addition, a significant conservation component is included in the design of the extension of the
FDP, and the centrailly-funded LightHawk Project for the conservation of La Mosquitia will be
beginning in 1994,

The PAIP extension includes policy analysis and implementation of the environmental legislation
that has passed in the last few years, as well as work with the regulations of that legislation. The
PAIP will also address other policy issues related to natural resource management and
emphasize the analysis and identification of major policy failures in the area of forest and natural
resources management. The project will also promote greater land tenure security. Lack of
security in land tenure is one of the primary causes of natural resource degradation. The HEPF
project, authorized in July 1993, addresses a range of conservation and biodiversity issues
through joint projects between U.S. NGOs and Honduran NGOs. The new focus of the FDP
project will include strengthening of the GOH institutions responsible for protected areas through
technical assistance at the planning level, delimitation of priority park and reserves, and limited
logistical support in the field. The new project with LightiHawk, a U.S. conservation NGO, will be
developing the scientific basis for a proposed conservation plan for the Mosquitia region of
Honduras. The two-year project will produce a series of vegetation maps, field inventories, and
will conduct interviews and workshops with key players in the region (national and local, public
and private sectors).
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ABS
AIDSCAP
AlFLD

AMHON

AML

ASHONPLAFA

BASICS

BID

CABEI

CADERH

CARE
CARES

CID/GALLUP

CIEL

COHDEFOR

COHEP

ANNEX F

GLOSSARY OF ACRONYMS

Annual Budget Submission
AIDS Control and Prevention Project
American Institute for Free Labor Development

The Association of Honduran Municipalities
(Asociacidon de Municipios de Honduras)

Agricultural Modernization Law

Asociacién Hondurefa de Planificacién Familiar
{Honduran Family Planning Association)

Basic Support for Institutionalizing Child Survival

inter-American Development Bank
(Banco Interamericano de Desarrollo)

Central American Bank for Economic Integration

Centro Asesor para el Desarrollo de los Recursos Humanos de Honduras
{Advisory Council for Human Resources Development)

Cooperative for American Reiief Everywhere

Central American Rural Electrification Support

Consuitoria Inter-Diciplinaria en Desarrollo

(Interdisciplinary Development Consultancy--Subsidiary of GALLUP in

Costa Rica)

Centro de Investigacién de Estudios Legislativos
(Center for Information and Legislative Studies)

Corporacién Hondurena de Desarrolio Forestal
(Honduran Forestry Development Cooperation)

Consejo Hondureno de la Empresa Privada
(Honduran Council for Private Enterprise)
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CRSP
DA
EFHS
ESF
EPA
EXITOS
FDP
FODH

FHIA

FRIS

FIDE

FINACOOP
FINCA
FSN/DH
FSN/PSC
FTE

£y

GDP
GOH
GTZ
HCe

HG

HIV

Collaborative Research Support Program

Development_ Assistance

Epidemiology and Family Health Surveys

Econonomic Support Fund

Office of Economic and Program Analysis (USAID/Honduras)
Export Industry Technology Support

Forestry Development Project

Foundation for Democracy and Development of Honduras

Fundacién Hondurena de Investigacién Agricola
(Honduran Agricultural Research Foundation)

Fondo Hondurefo de Inversiéon Social
{Honduran Social Investment Fund)

Fundacion para la Inversién y Desarrollo de Exportaciones
(Foundation for Investment and Development of Exports)

Finance Corporation for Agricultural Cooperatives
Foundation for International Community Assistance
Foreign Service National/Direct Hire

Foreign Service National/Personal Services Contractor
Full Time Equivalents

Fiscal Year

Gross Domestic Product

Government of Honduras

German Development Agency

Host Country Contribution

Housing Gdarantee

Human Infectious Virus
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HONDUTEL

HNS
IBRD
DB

IEC

IF

IMF
IMPACT

INCAP

IQC

LAC/DPP

LACTECH
LOA
LOGROS
LOP
LUPE
MCH
MDP

MHCP

MITA
MOH

NAD
NAFTA

Empresa Hondurefia de Telecomunicaciones
(Honduran Telephone Company)

Health and Nutrition Sustainability

International Bank for Reconstruction and Development
Inter-American Development Bank

Information Education and Communications
International Financial Institution

International Monetary Fund

Health and Nutrition Security Project

Instituto de Nutricion de Centroamérica y Panama
(Nutrition Institute for Central America and Panama)

Indefinite Quantity Contract

Bureau for Latin American and the Caribbean (AID)/
Office of Development Planning and Programs

Rural Development Technical Services project
Life of Activity

Local Government Regional Outreach Program
Life of Project

Land Use and Productivity Enhancement Project
Maternal Child Health

Municipal Development Project

Ministerio de Hacienda y Crédito Publico
(Ministry of Finance and Public Credit)

Municipal infrastructure and Technical Assistance (PL480 Title 1)
Ministry of Health

New Activity Description
North American Free Trade Agreement
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NAPA National Association for Pariners of the Americas

NGO Nongovernmental Organization

NXP Nonexpendable Propérty

PACD Project Assistance Completion Date

PAHO Pan American Health Organization

PHN Population Health and Nutrition

PAIP Policy Analysis and Implementation Project

PASA Participating Agency Services Agreement

PD&S Program Development and Support

PEEP Primary Education Efficiency Project

PIL480 Public Law 480

PVO Private Voluntary Organization

RENARM Regional Environmental Natural Resources Management
ROCAP Regional Office for Central American Programs

RTAC Regional Technical Aid Center

SANAA Servicio Autonomo Nacional de Acueductos y Alcantarillados

(National Water and Sanitation Authority)

SANREM Sustainable Agriculture and Natural Resocurces Management project
SAS Strengthening Accountability Systems
SBIl Small Business |l
SDI Strengthening Democratic Institutions
SEDA Secretaria del Ambiente
(Ministry of the Environment)
SFAD Small Farmer Agribusiness Development project
SFED Small Farmer Export Development project
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SHM
STD
SO
TFR
TAACS
UNDP
UNFPA
UNICEF
USAID
USDH
USPsC
USTTI

VIDA
(FUNDACION)

VOCA

Self-Help Measure

Sexuaily Transmitted Diseases

Strategic Objective

Total Fertility Rate

Technical Assistance in Aids and Child Survival
United Nations Development Program

United Nations Food and Population Agency

United Nations International Children's Emergency Fund
United States Agency for International Development
United States Direct Hire

United States Personal Service Contractor

United States Telecommunications Training Institute

Honduran Environmental Protection Foundation

Volunteers in Overseas Cooperative Assistance





