FROM : Dwight B. Johnson, LAQAéZ:J? 14~

SUBJECT: Honduras Rural Teclnologies Project (52240157) PP Amendment

Actlon: Your approval is requested to authorize the !Mission to approve
the PP amendment for the subject Project, authorize additional life of
Project fundinyg of up to $4 million, and authorize the extension of the
PACD four additional years.

Discussion:

A. Dackground and Current Status. The PP dated June 26, 1979
requested Grant funding totalling $3,930,000, of which $5,000,000 was
approved and obligatcd. The ramai. der was to be abligated persuant to
an evaluation and submisgion of an anended PP to the LAC Burcau. The
Project Ayrceent was signed ol Septenmber 25, 1979. The PACD has been
extended twice for a total of 24 swaths to the curreat Septedser 25,
1984 completion date,

The Project has focused cn technological constraints to improving the
well beinyg of small farmers, small entreprencurs and poor rural
households. The purposes of the Project are:

A) To increoase the effective utilization of labor and land by
small farnmers through the use of Liproved light capital farm
implemonts and structures.

B) To increase small-scale rural industrial productivity and
employment through the introduction of improved production and
manageurnt systens in existing small enterprises and through the
establishment of new pilot entecprises.

C) 7o increase the utilization by rural poor of low-cost
appropriate techncloygy products designed to improve the quality of
life in their homes.

The original Project design had 10 major components:

(1) Interinstitutional Adaptive Research and Information Network; (2)
Delivery System for ilanagement and Toechnical Advisory Services for
small Enterprises; (3) System for Delivery Training to Rural
Enterprises and Small Farmers; (4) Snall interprises Development Fund;
(5) Small Farmer and Appropriate Technoloyies hevelopment, Adaptation
and visscnination; (6) uman Resources Development; (7) Snterprise
Advisory Office; (8) Evaluation/Planning Capacity; (9) GO Policy
Analysis; and (10) Project Coordination, ilanagement and
Administration. The approved PP p2rmitted initiation of all proposed
activities, except the experimental credit (under No. 4) activity.
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-After experiencing severe coordination and management problems among
six implementing agencies at the outset of the Project, the Mission
carried out a streamlining exercise which was completed approximately
two years ago. Responsibility for all activities except the
developnent and testing of agricultural implements was placed in the
Honduran Industrial Development Ceiter (CDI). The Hinistry of Matural
Resources continues to administer the adaptation of iwproved
agricultural iwplenents and systeis. Thne Rural Technologies Program
(PTR) was created as a management entity within CDI to administer the
Project. Thuis consolidation of authority has substantially improved
program management and increased impact in rural areas. Commitment of
fundina for all sub-project activities has been greatly expedited. As
a result, implenentation has progressed much more quickly during the
past one and half years.

B. Progress To Date

To date, under the Project, 2,888 small subsistence farm families have
received assistance in agricultural production; 5,213 small rural
entrepreneurs have received adninistrative and business assistance; and
1,394 fuel officient stoves and other technologies have bean installed
in rural homes. In sum, eince actual dissemination of teclmologies
began 21 months ago, the Project has benefitted more than 48,000
people, aiter taking into account a 25 percent overlap whore one family
benafitted from more than one technology, and asswaing six persons to a
family. Project implementers have been able to integrate the diverse
components and inputs to foster development, dissemination and use of
the appropriate technologies.

Major achievements to date under the Project are as follows:

(1) Under the Small Farmer Technology Devaelopment component, the
experimental workshop has developed and produced several technoloyies
and techniques relative to irrigation, terracing and soil improvement
that have significantly improved farmer income. Some implements
include the water wheel, silos for home grain storage, and a type of
land leveler. The techniquaes include composting, water storage and
crop diversification. Several more technologies are in various stayes
of development and testing.

Under the same component, fuel saving Lorena stoves made of nud and
sand have bzen built in homes around the country. Other technologies
developed and used include 48 home fish ponds and a number of waterseal
latrines. These improvements have bettered living conditions and
enhanced rural home owner productivity.

(2) Under the Technology Dissemination to Rural Industries component,
35 small industries are producing or using Project-sponsored
technologies, Over 700 enterprises have received small bhusiness
assistance in accounting, general business controls, and management.
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As a result of these factors, some recipients have doubled or tripled
their incone.

C. Evaluation Results

An evaluation was conducted in July-August 1983. The evaluation team
reported very favorably on the Project and stressed the need for
continuation and expansion of activities initiated to date.

The principal recominendations for overall Project design include the
followingy:

=~ Maintain focus on the three main program areas (rural farming,
industry and honas).

~= Make improved agricultural technology a priority, and expand it to
cover all aspects of increased productivity. Due to the Jdinistry of
Natural Resources' lack of success in disscainating these technologies,
this program failed to reach its intended priority status. Persoanel
changes and insufficient attention to an integrated approach for
development hampered efforts to meet farmer needs on a national level.

-~ Make credit available to all PIR clients under the three nain
program areas. The evaluation notal that successes ware not alvays
maximized because of a lack of credit. This was particularly true in
the case of rural industries. The business clients who were able ko -
borrow doubled or tripled their income, whercas recipients of only
training and management assistance generally did not realize gains of
the same magnitude.

~= With respect to institutional developaent, the evaluation
recommended the following stepa: (1) design a system which insulates
the Project from personnel turnover due in part from political
pressures; (2) contract experienced university graduates in agriculture
for each one of the six CDI regional offices; (3) provide complementary
training in agriculture for field personnel in charge of disseminating
agricultural technologies; (4) hire additional field staff for the
small industries component; and (5) stimlate coverage by recruiting
and creating additional local PVOs to participate in Project
implementation,

-~ To increase efficiency and target resources more effectively, the
evaluation team suggested incremental changes in project management.
These included (1) improving transportation for field staff, by
proceeding with acquisition of motorcycles or vehicles; (2) modifying
regional administration arrangements allowing for field staff to be
contracted within each community; and (3) expanding impact by

coordinating field activities with other public institutions vorking in

target areas.



D. Proposed Follow-On Activities

The Project purpose will remain unchanged. The priority order by
subject (farming, industry and home) will be maintained throughout the
extended Project life. Project activities follow in many respects the
design as oriyinally envisioned,

The proposed amplification of the Project rests on concentration in
disseminating proven technoloyies. The availability of credit and the
strengthened outreach program will facilitate this spread effect. By
the end of the Project, the activities should have reached a sufficient
number of small independent farm families throughout the country to
demonstrate to others that they too can significantly increase incomes.

(1) Rural Farming

Activities in agricultural developnent will be strengthened by adding
one experienced agronomist in each zone of the country. Specific task
type contracts will he made with GOH agencies to provide technical
expertise to small farmecs. PIR's capabilities will be strengthened in
agronony by adding farm wonitors in the field, and providing
specialized and general training for project personnel and participants
at model farms., (DI, other COU agencies, and DPVOs will show farisers
the benefits of using tested and proven technologies through hands-on
demonstrations at the wodel farne; this should stimulate dlssemination
and facilitate requests for training and assistance. It is hoped that
these project activities will reach an additional 14,000 farm families.

As the evaluation indicated, lack of credit has been a constraint to
sparking greater returns. Credit will be provided through established
financial institutions with mainly non-project funds. A simall amount
of AID financed credit, however, will be provided through CDI for
borrowers unaole to obtain credit from these institutions. It is hoped
that the development of credit arrangements for Project beneficiaries
will aid farmers in establishing themselves in the long-term as credit
worthy for comercial loans,

(2) Rural Industry

The Project will help establish new (110) industries using. light
capital technologies to produce industrial items for the farm and to
process farmer products. Strategically located blacksmith shop owners
will receive training and financial assistance to become metal workers
and to produce quality agricultural implements. The credit proyram for
farmers will help them purchase improved implements., Establishment of
- these industries will make a contribution to reducing the balance of

trade deficit, since roughly 70 percent of the equipment, tools, and
processed goods are currently being imported, .



(Y Piral Vomes

Toachnolartes for rural homes vill continve to be developed snd improwved
under the Prodect, Tt eoncentration will be on pramotion of proven
teclnoleeies, so that an additional 3,700 homes will be reached. The
small chong estal}1ished under this TProject will nale avalleble these
tochnolortor, ™o Troiect w11 maln efforte to place the home
fmproverant comonent. on o self=susteining hasis tlroush the foregoing
credtt arynncementce,

N, Turegn Peviens

The Piremt conducted an Anformal revier of the PP amendment proposal.
The corgenaus vae that the Projcet hag produced pood rosults, toat the
Migelon hag ndfreeenl the eoncorns and reconmeedatione in the
ewalvation, sand thet the Follov-on Jdesien brs talen the oppropriate

M rection rendnd For accelerated prooress andt achieverent of the
Proiecct's mumozeae ond ronl. Tha decinlon woe rade tiat e ilission
w11 vndortabe an Tmtvermental Aseesgrent: ot o Technical Veasibility
Aseesenent for shrirm nond developrent,

Juatd flention ta Cenorean: A Conereceionnl Totifleation vas sent to
the TITT on “arel 70, 10, Copepgenan Tone'e oFfZce put a wold on it
per Mo an eecnemic analweta, The bold vas 14fed on Jine 12, 1984 and
the etatitory vnftine perdeod explred Jine 76, 1504,

Pecormendatiang: 1) That vor authorize the Mission to approve the PP
amendment ITn the figld,

ETA faaishall D. Biown
CAPPROVED

DISAPTROVID
e JlL -5 B

(2) That you authorize additional life of project funding of up to $4

P

DISAPPROVIDY

e AL -5 84

~ (3) That you authorize. the extension of the PACD four additiorsl yesrs. .

APIW)‘TDJV Marshatt D, Brown

DISAPPREVED

part. AL -5 1984

&
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PROJLECT AUTHORTZATIOU
(Amendment Wo, 1)

Name of Country: Houduras
Name of Project: Rural Technolecgiles
Number of Project: 522-0157

1. Pursuant to Part I, Chapter I, Section 103 of the Foreign Assistance Act

of 1961, as amended, the Kural Technologies Project for Honduras was
authorized on August 7, 1975. The authorization is hereby amended as follows:

a. The authorized life-of-project funding is increased from $5,000,000
to $9,000,000.

b. The PACD is extenccd from September 29, 1984 through
September 24, 198C.

2. The authorization cited above remains in force except as hereby amended.
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Twe years into Project implementation, it was clear that beyoud those delaye
related to the cowplexity of vural development and designing appropriate
technologies acceptable to farmers, some flaws In Froject design were
inhibiting progress. Experience gained during these [irst twe years
demonstrated that the involvement of six GOH institutions made implementation
cumberscme, overly bureaucratic and expensive. As a result, the USALL
Mission, together with the COll, decided to streamline the Project In two
loportant ways. First, only two GOH institutions were {0 he directly involved
in Project management: the Honduran Industrial Development Center (CDL - a
semi-autonomous GOH institution which from the beginnlng was forescen as the
lead institution for the troject) and the Ministry of Ratural Resources QMER).
A special Project unit was created within CDI to implcument the Project
(Oficina del Proyecto de Tecnologias Rurales -~ PTR). The HWR also maintainoo
its inveolvement in the Project in selected agricultural aspeccts and,
particularly, in the experimental workshop. The second important change
involved the emphasis placed on the role of PVOs in disseminating technologies
in conjunction with CDI. Contracts were signed with 11 PVOz, londuran as well
as U.S., to take odvantage of their proven outreach to enhance Project impact.

B. Current Status

As recognized by the DAl evaluation, Project modifications svggested and
implemented by USALD/H in mid-1982 have resulted in a significant improvemeic
in Froject implcwentation. During the last year—-and-a-half, substantial
momentu: has been developed in disseminating technolopies and reacking a
significant number of rural families. A briet summary of accomplishments by
Project activitics is presented below.

1. Impact on Small Farmer -- Productive Technologies. (DL/PTR aims
its efforts mainly at campesinos with fewer than 3.5 hectares and at rural
laborers in all arcas of the country. This target group includes wost of the
approximately 350,000 families living in poverty in Honduras' rural areas
(about sixty percent of the entire population of the countryy. Through the

PIR staff and PVOs working with CD1/PTIR, most benefiting farmers are achieving

sustained cconomic growth. In some cases, fauily income has risen from 4300
per year to 41,500 per year through improved basic grain and vegetable
production using one o, more of the pro ject-dissceminated technolegies. The
distribution of the famm techuologies is supcrvised by the staff of CDIL/PIR
plus eleven PVO'5 which work under contractual arrangements with CDT.

Under the auspices of the Development and Adoptation Unit (UDA) of the
Ministry of Natural Resources, the new farm implements are being developed and
tested. At present, 13 farm implements are consicerec developed, two have
been tested and abandoned, and 14 more arce in various stages of development
and testing. Implewents considered fully market-ready are the unibar plow,
silos for home grain storage, cultivator, rice thresher, hydraulic¢ ram, water
wheel, tiller, row digger, secedevr, grain dryers (2 types), soil rcller, and
land leveler. The technological packages being distributed to emall farmers
are those which were determined, after considerable study and field testing,
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to be the most effective lu frcreasiug their incomes. They inzlude
irrigatioa techniques, better animal dravn implements, hand tools, dryers,
threshers, home storage siles, and persanent land improvemerts cuch as
terracing, composting, water storage, and crop diversificarion.

* a. Irrigation. The primary interventions being utilized are
warerwheels, hydvaulic rams, temporary dams to feed water by gravity to the
cultivated plots, hand and foot pumps, wind mills, and pourous clay jars
buried in gardens which, when f1lled vith water, allow it to slowly drain invo
the soil. The interventions supplied by the Project have significantly
improved the culrivation practlces of benefiting gmall farmers. Previously,
this group farued only during the rainy scason, which lasts about six months
in most arcas cf Honduras., With irrigation, production is now possible

throughout most nf the year.

b, Famn implements, grain dryers, and hcmne storage bins. The
use of solar or wood-{ired driers are enabling benefiting farmers to harvest
corn crops as they mature, vather than leaving them to dry in the field for an
additional 30 to 90 days. This practice enables participating rarmers to
cultivate the sare plot of lond for @ second crop during the rainy so2ason. In
order to rapidly prepare the land {or a sccond crop, animal drawn improved
plows, cultivators, harrows, scedevs, and feriilizer spreaders are being
distributed at a reansonable cost. The acceptance and purchase of home grain
storage bins hae preatly surpassed the cexpectations of project personnel.

When 1scd properly, the siles have reduced post harvest losses from 30 per
cent or more to roirly zeve for participant farmers. The improved implements
also allow fammers to work morc of thieir land with thc same amount of labor,
labor whiclhi is usually supplicd by the family.

c. Terracing and soil=-buflding. Tcrracing, which is practiced
on steep hillsides, conserves the limited top soil, and compost fertilizers
and mulch ave uoed to build up s0il festility. The contour ditches on the
inside of the terrvaces have pits to collect water and prevent run—off.
Through Pro ject-sponsored improved agricultural metheds, participating small
farmers have experienced a significant improvement in crop production on
marginal land, and arve reallzing that poor so'ls and steep terrain ave not
necessarily borriers to increased production. Terracing, combined with soil
building, has raised corn production from between 8 to 15 hundredwelight per
manzana (1.7 acres) fo i Lurcredweight and more.  In several instances,
famers have cultivated other cash crops sincn they can feed their families on
less acreage thereby further increasing thelr incomes.

d. Improved animal production. Testing has just begun to
improve animal production on omall farms. 7The general practice in Honduras is
to let animals run free and feed as best they can. With this system, it takes
1 1/2 years to pget a pig vp to market size whereas with proper pens and feed
it can get to market size in six months. ‘he experience with poultry, goats,
and cattle is similar. Under the Project, crop production technologies have
made it possible for the small farmer to increase his grain production over
three—fold. Maay small farmers under the Pro ject now have more than enough




grain to feed their families on smaller acreape. The improved animal
production technologies compounent has permitted these famers to use land that
they no longer require to meet subsistence needs to grew feed for animals,
thus further increasing thelr Incomes. Technelopics introduced include the
growling of trees, bushes, and grasses on the edge of cazh tervace to help hold
the soil and also to provide feed for animals such as tne beans firom Figeon
pca bushes and protein 1ich leaves from the leucacna tree. Cattle are also
penned and fed grasses, legumes, and leaves from the farm. These cattle are
now producing more than Lwice the milk produced by thuse that are allowed to
run on pasture only. Work has also begun on bio-gas production from the waste

of cattle, pigs, and chickens.

2. Technology Digssemination to and by Rural ]ndgstrios.
Thirty-five small industries are producing or using pxujcdf;sponsored
technologies, and vome producers are beginning to expand. In total, they now
have approximately 250 cwployecs. Over 700 enterprises, iuncluding those
produciag the techinologics, have rercived small business assistance in
accounting, general busiucss concrols, and management. The evoluaticn
indicates that managerial help in cost control and record keeping has allowed
small entreprercurs to better understand their busineeses, price their
products realistically and cither remain profitabie or achicve profitability.
CD1/VPIR is relstively strong in the arcas of jdentifying small rural industry
oppertunities ¢nd in providing technical assistance. Although techniceal
assistance to small enterpreceurs has been widespread, it could have produced
a much greater ingact had it been accompanied by credic., lhe Project
Evaluation, basod on a random sample of PIR's small industiial clients, showed
that several borrowers who had access to credit doubled or tripled their
production and income, whereas recipients of training and maragement
assistance without credit access generally did not rezlize income calns of the
same magnitude.

Presently, twelve selected rural shop owners are being instructed on hew to
monufacture the market-ready agricultural jmplemcnts and irrigation equipment
developed by the UDA. The shops are increasing their production capacities,
and the CDl technicians are simultanecously instructing and ascisting the shop
owners in promotion and marketing of their products.

One successful example of technology dissemination under this Pro ject is a
one-ton capacity metal grain storage bin which is large enough to store grain
for the averape rural family for one year. The Project contracted with a PVO
to distribute about 30 silcs to farmers who had recently increased agriculture
production through project-assisted terracing and composting. As a result,
they were considered good candidates for assistance in post-harvest storage.
A family-owned and operated metal shop produced the storage bins with CD1/PIR
assistance. The farmers were initially skeptical about fnvesting in what was
to them an unproven technology, so the PVO offered concessional financing of
three years to cancel the Us$75/unit cost. ‘The storage bins practically
eliminated post-harvest losses, and a strong demand for them existed the
following year. The PVO had no difficulty in placing 200 additional wunits
with payback terms of one year. The activity was subsequently further
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expanded by providing a credit uaion with COH funds derived from ESF-generated
local currency to provide credlt at commercial rates for two local shops to
pruoduce 1,000 stocage bins and provide small loans to the farmecs to purchasv
them. This industry snd tne sale of silos is now a commercial operation and
is no longer financed by the Project in this area. W2 expect thils experience
to be repeated with the addition of & credit c¢lement 1o the Project and as
more technologics become accepted by farmers and rura! laborers,

3. Eﬁssomination of Rural Homec Tmprovements. Under this component,
CDI/PTR is developing, testing and delivering new or improved technologies to
rural familics teo improve their well-being. Although It is difficult to
precisely meacsure the impact of houschold technologies, the evaluation
concluded that health conditions, attitudes ard outlock on life have improved
where technologizs have been adoptecd In rurai homes.,

As of this date, 1,394 fuel-saving, Lorena stoves made of mud and sand have
been bullt in homes around the country. Thesc stoves use half-or less-the
amount of wood consumed by local, traditlonal methods. The stove 1s both easy
to ceastruct and inexpensive. It can be bullt in two days, uses a chimney and
doors on the fireboxes, conserves heat, reduces heat and smoke in the cooking
arca, and is quivcker to heat up than conventional stoves with an open cooking
hearth. Beyond the imicdiate user benefits, it helps to conserve natural
resources by decrezsing the demand for fuelwood. Other significant
accomplishments under the Project include the establishment of 48 home fish
ponds which are used by £72 families; farm animals being raised wore
productively thireueb inj roved pastuie technigues; and a means of producing low
cost pig feed., Yuthermorv, tencing of improwved pastures for cattle has
reduced the neced to burn the forests for pasturing cattle. Feeding pigs in
pens is reducing the spread of paroeites to village children. Living
conditioms have been improved through the use of stackable beds to increase
living space in one room farm homes. A rumbev of simple French drains (a
drainage pit ot graded stones and sand) have been ‘nstalled to prevent kitchen
waste water from accumulating outeide the home. This reduces the breeding of
mosquitos, and improves health by reducing the incideace of malaria and
dengue. A dry-type box toiletl was iatroduced, and wes recently replaced with
a more acceptable and successful sanitation wnit, the water-seal type latrine.

CDL/PIR is coordinatir: its rural home improvement component with another
Mission-funded project., TFour PVU's (Hermandad in San Marcos de Ocotepeque,
CEVER in Yoro, San Jose Obrero in Choluteca, and Mano a tfano - a U.S. PVO -
in Olancho) are providing credit for the construction and purchase of Lorena
stoves, beds and grain storage bins under the Rural lousing Improvement
Project (522-0171). Iu many cascs, the installation of water-—seal latrines,
Lorena stoves and other improvements selected by rural homeowners are being
financed as a package under the Rural Housing Improvement Project.

The rural home technologies also play an equally important role in overall
progranm strategy. PIR uses tuis type of technology to pain initial
credibility in rural communities and to incrcase target group receptivity to
new productive technologies. Once individual and community confidence is



gained, PTR moves to production and dissemination of technologics such as
grain storage bins, grain driers, composting and other agricultural production

technclogles.

C. Proposed Modifications

The proposed US$4.0 million funding increase will enable the Project to reach
an additional 12,000 farm families (or about 72,000 people) and create
approximately 2,000 permanent jobs in rural industries. It is expected that
average incomes willi be raised by no less than UY5$250 per year (in fact,
experience on these proven techunologies indicates that income could be
increasced considerably more). If spread effects achieve the levels projected
in the PP, some 50,000 fzomilics will benefit directly and indirectly,
increasing direct and indirect beneficiaries to a significant percentage of
the Mission' s rural target group. There is scme evidence that the projected
spread cffects are beginning to happen in such cases as terracing and
composting where essentially the only input is labor. As technologlies become
more widely disseminated and avre successful around the country, anid as
commercial credit becomcs more readily avajlable, it is expected that many
smi.ll farmers will install or use the technologles on their own. Thus, the
Project's hasic goal ard the number of bencfited families appear as firm and
valid today as they were when the Preject Agrecment was signed.

1. lroject Strategy.

The Project will maintain the PTR/PVO focus which was developed as a result of
reorganization in 1982, It will continue to be executed and coordinated by
the PIR staff, which will contract or sign cooperative agreements with the
Ministr' of Natural Resources, INA, credit unions, cooperztives, private
consultants, private companies, banks, and at least 20 PVOs for implementation
of specific project activities. The priorivy ordering of activities

(1. famning, 2. industry and 3. home) was carefully chosen during original
design and will continue to be the order of priority throughout the extended
Project life. Project activities in these three areas are described in wmore

detail below.

Pro ject implementation efforts to date have resulted in the develcpment,
adaptation and dissemination of 37 technologies and techniques. Not all of
these have been proven cost effective. During the rest of the Pro ject, PIR,
contracted PVOs, and other instituticns will concentrate on dissemination of
proven technnlogies and techniques to small farmers throughout Honduras.
Efforts to develop new technologies for agricultural production will continue,
but at a reduced pace, while some of the old technologies which offer
potential may be improved or replaced by better alternatives. An increased
emphasis also will be placed on development of simple labor intensive
processing technologies for agricultural products. Marketing problems are
becoming increasingly important as production rises, and the products must be
processcd to facilitate storage and marketing.

“ Credit too will Dbe made avéilable as a part of this PP amendment. Both

Project experience and the DAl evaluation indicate the need for a credit
elewment in order to fully maximize Project benefits,
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2.. Agricultural assistance. PIR will strengthen assistance in
agriculture by adding one experienced agronomist in each zone of the country
and working closely with other GOH agencies. Speciflc task~-type contracts and
other arrangements will be made with the MNR, INA, cooperatives, Peace Corpe,
INFOP, cxperlenced private sector individuals and pussibly BANADESA to provide
technical expertise to small farmers on the use of selerted technologiles.,
PTR'S capabilities in agronomy will further be strengthenea by adding farm
monitors in the field, and providing specialized and geveral training for
Project personnel and participants at the model faims. Two privately owned
model farms with proven technologies are now compl=te, and others will be
developed in the near future. 1t is the responsibility of the recipient group
or farmer to maintain the model farm to CDI/PIR's specifications. The farus
will be used by CDI/PTR's field personnel and by other GOH agencies and PVCO' s
to show small farmers the bencfits of using the tested and proven technologies
through hands-on demonstrations. This should facilitate more rapid
dissemjnation and facilitate requests for assistance arnd training.

To enhance the cutreach capacity of CDI/PIR, the Projcct extensjon will also

finance the purchase of approximately six jeep-type vehicles and/or six
motorcycles which may also be available to participating PVOs.

3. Credit Program. Funding for the Project's credit program for
all thrce components will be provided through complementary I{inancing
generated frowm the Economic Recovery Program (522-0230). Specific
disturscment procedures from these funds will follew those outlined in PLI
Number two of the 522-0230 Project.  The objective of the credit program will
be to provide the greatest possible outreach to the rural sector. This will
imply expanding the involvement of mnon—public institutions in credit delivery
to technology users, particularly the involvement of the formal barking
sector. All components of the credit program will be based cn a number of
common elements. These include:

i. loans for all established technologies will be proviced at
the prevailing market rate in order to maintain fund capitalization and reach
the greatest number of farmers;

ii. repayment will be made to the finencial institution
providing the credit;

iii. continuing with the successful Project Strategy to date,
credit will be provided only for technologies and for the type of enterprises
that have been proven successful in field trials.

In gencral, the credit program for the Rural Technologies Project will work
through three channels: (a) disbursement through Private Voluntary
Organizations (PVOs), cooperatives, campesino organizations, and other
non-bank instituvtions, (b) disbursements through established banking
institutions, and (c) disbursement through CLl directly to beuneficiaries when
‘and only when other qualified institutions are not available, such as in
‘certain remote parts of the country.



a. Loans through non-bank intermediaries. Wherever possible,
disbursements will be made thirough PVOs, campesino organizotinns and other
non-banking institutions under the followlng CD) criteria for acceptance of
potentjal intemnediaries. The organization must:

-~ have existing rural development activities in the communities in which it
intends to work;

—- have the ability and willingness to manage a loan collectiop system;

-~ have legal status (personeria juridica);

-- be willing to accept responsibility for repaying its loans from CDI;

-~ demonstrate acceptable managerial competence and administrative proceduies;
~- have a good rcputation among the target group.

-~ accept markel recovery principle as part of this credit policy.

Intermediarics tiial want to participate in the Project will contact CDL/PIR
directly. CDI/J}IR will evaluate the intermediary's capability based on
informal discussions and a review of the organization's operating procecures,
staffing, logistical capahility, and bookkeeping practices. For those
intermediariec accepted by CDI, an initial allocation of funds will be
approved frow tio Coonowic Recovery Program (522-0230; fund: allocatec to ChnI,
based on the nusher of communities in which the organization expects to work
during a two-year period. The amount subsequently may be increased (or
decreased) by CUL/PIR bascd upon the intermediary's performence, plans for
expansion, and availability of funds.

Accepted intermediaries will sign a formal CDI/PIR intermediary agreement
governing their participation in the Project, including the interest rate
spread allocated to the institutions for handling the creoit program. The
agreement will provide for a flexible iwplementation arrangement wherchy CDI
agrees to lend a ce-cain amount to the intemmediary, and sets forth certain
criteria which must be observed In waking subleoans, including that outlined
above. In general, as fonp as CDL is satisfied with the intermediary, it will
allow it to contirue using the loan and may increase it by written agreement
of the involvec parties. A.l1.D. will review and approve each agrcement
between CDI/FIR and the inteormedlaries prior to signature through
Implementation letters under the Rural Technologies Project. CDL/PTR and
A,1.D. will agree on the criteria for reducing the amount of, suspending, or
temminating a lcan to an intermediary prior to CDL/PTR exercising such
remedies under any agrecument.

Intermediaries will pay CDI/PIR interest rates on funds received from CDI/PTR
(up to 5% for eligible PVOs). Gilven the flexibility required for this type of
project and for the credit program, each agreement between CD1/PIR and
_intermedlaries will be ncgotiated based on experience in Project
implementation and the conditions indicated above.
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Each intermedlary will set up a separate bank account for the Project. All
disbursements received from CD1/PIR, interest payments to CDI/FIR,
disbursements for Project costs, and subloan repayments will flow through this
bank account. Disbursements of the loans to the intermediaries will be nade
either as advancr~s or reimbursements., CDI/PTR will maxe advances to
{ntermediaries based on writlten requests giving a list of communities In which
the organization expects to develop activities and the credit funds estimated
to be needed. Pcimbursement requests will be submitted to CDI/PTR accompanied
by copies of signed sublcan agreements, a list of subborrcwers and
disbursements on each subloan, and evidence that disbursements have been .
received by the subborrowers. CDI/PTR will make all disbursements to the
intermediaries within fifteeu days of the receipt of reimbursement requests,
and conduct post audits c¢f all transactions,

The loans to the intermediaries will remain in effect as long as CDI/PTR is
satisfied with their performance. CDI/PTR will have several alternatives
should it determine that an intermediary is having implementation difficultiea
or experiencing a high rate of subloan defaults. 1t can provide assistance to
the intermediary to help improve its operations; suspeond disbursements;
declare some or all of the loan due and payable; or require the intermediary
to make no new subloans and turn over all future collections to CDI/PIR,
Non-financial irstitutions will repay their loans to CDL/PIR as required under
the CDI/PIR-Intermediary contract, but pledging of asscts other than those
provided through the Project will not be required, Intermediaries which are
financial institutions ard rurcl iudustries or businesses will be bound to
repay CDI/PTR, oo required under the CD1/PTR-Intermediary contract, from any
and all resources available to them.

b. Loans to thc formal banking system. Jncreasing formal banking
system lending to the target group is a key objective of the credit program.
Nonetheless, it is clear that to encovrage the formal banking system to
participate in the Project, it will be necessary to provide appropriate
incentives. It could be that with strong technical assistance supplied by
CDI, plus the pcer or solidarity pressure of the creditors, no further
incentives will be needed to c¢ncourage banks to make loans to the rural
areas. The Project will make funds available to carry out an investigation
and/or to experiment with various additional incentives once the credit
program is initiated and expcrience is gained.

¢. Direct CDI lLoans. Recognlzing the established outreach of
CDI/PIR in rural areas, CLL will provide credit directly to the target group
only in areas where qualified credit institutions are not available. It will
be the lender of last resort. As indicated above, credit will be provided to
villages where successful adaptation of technnlogies has occurred. In order
to ensure adequate repayment rates, a group or peer pressure approaci (often
referred to as joint




and several responsibility) will be taken. CDl will sign formal agreements
with villagers wino will be represented by "Patronatos” or committecs. The
agreement will make it clear (and CDI/PTR statt will verbally emphasize) that
these leaders will be responsible for selecting the fammers who will be
granted credit and ensure the repayment of all loans to the village. The
agreements will stcte that when 54 of the loans in their village are in
arrears (a warning will be previded when arrears reach 3%), all further loans
to the village wiil be stopped. At 3% an evalution of the area and its
activities will be undertaken by CDI and a najor effort at improved T.A. to
the village will be wade. At 57 no further lozns to the village will be made
and jtems for which loans have not been repaid will be repossessced. This
mechanism will also apply to the small businesses and home improvement
components. CDI will maintain the credit program from reflows.

4, Technical Assistance. The baslc technical assistance is
(and will be) supplied by the statf of CDI/PTR. This staff is composed of
engineers, agronomists, economists, accountants, and field agents. The top
positions are advertized and o selection is made on the basis of
qualifications. This technical assistance is supplemented by contracting with
PVO's. Although the number of PVOs in Honduras intercsted in or having
relevant experience in appropriate technologies is somewhat limited, there are
20-30 organizatioas that we feel could make a positive contributisn to
technology dissemination and/or production. CDI/PTR has a system of
continuous evaluation of PVO performance so that if PVO's conslstently do not
comply with the conditions apgreed to in the contract they have signed, they
are dropped from future contract consideration until their management i3
improved. Another cource of technical assistance which shcould be used as much
as possible is the various GOU organizations such as the MNR, INA, INFOP,
various education institutions, etc. Very often this type »f T.A. can be
secured for specific developwent areas to which CDI c~n make financing
available. Finally, in selected areas, private technical assistance can also
be contracted. This can be a consultant group, a private company, a bank, a
cooperative, ete, 1In general, local technical assistance must be solicited
from all possible effective local sources.

Foreign technical assistance is to be supplied as needed to supplement that
locally available an.d as descrilbed above. A.I.D. regulations will be followed
in securing this assistance. ‘his technical assistance will be both long-term
and short-tem.

5. Dissemination of technologies to farmers. The dissemination of
technologies will continue as at present, but will concentrate on selected
village arcas so as Lo more efficiently use the available technical
assistance. The process of distribution of tcchnologies to the farmers, rural
entreprenceurs, and rural home owners is first to demonstrate the feasibility
of the technology in a selected village or area. The rural villages range in
size from 50 to 500 families who farm In the surrounding areas. The
technologies re demonstrated with from one to ten families in this area or
village, depeyding upon the decision of the technician responsible for the
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area. CDI/PTR will finance the demonstration except for the labor uf the
farwer and his family. As per the original Project Faper, no charge is made
to the "demonstration” farmer. He rcceives the materials or equipment from
CD1/PTR, and puts the technologies to work following the instructions of the
technicians (repayment will only be made for Ipputs if the technologies prove
to be succesful). The tools and systems will be modified until they are
accepted. Once these initial farmers have demonstrated the increased
profitability of using the recomn: -.ded technologies, it is assumed that other
farmers in the arca will want to adopt the same technolcglices. (Project
experience to date supports this assumption.) For this expanded
dissemination, credit will be needed since the technologics have been
demonstrated and proven to increase the income of the small farmers. As part
of the agreement between the demonstration fammers in cach location or village
area who originally received "free” inputs for demonstration purposes from
CDL/PTR, the participating fammer will agreec to serve as a “teacher” for other
arca famers who will reccive credit to install the new technclogies. If the
farmer is also issued implements and other cquipment, then he will pay for
these cver a period greater than one year. Because these are pilot or testing
operations and hecause hie will be required to teach other farmers in the area,
he will not be c¢h.arged any interest. This system will be used in selected
areas or villages throughout the country to accomplish as broad a distribution

as possible.

As commitments for dissemination are made, shops will be set up to make the
tools. CDL/PTR, PVOs, and other contracted organizations will continue to
acquaint farmer: with now systems, and other industries will be set up to
process the fammer's products. Project funds will finance these industries
until they are proven profitable. Once the technology or package is proven
feasible, then similar industries will be set up in other areas of the country
using commercial credit which will be made available to farmers so that they
can purchase the products. In both cases (faimers and small busincssmen), a
PIR technician ucting as field manager will make sure that loan funds are
properly used. In some cases, small industries making products may also
provide financing for small farmers as a weans of increasing and facilitating
sales. A similar cdissemination strategy also will be used for the farm
implements and homc technologies activities. In the former case, farm
implements at the initial stage of testing and modification will be loaned out
to farmers to check o» acceptability. Once they are adapted, the farmer will
sign an agreement vitk a f{nancial institution or CDI to repay the cost of the
implement. 1f the tfarmer does not want to pay, then the item will go to
someone else. A reasonoble time limit will be allowed for negotiation and
sighature of the agreement by the farmer.

The use of credit will be initlated to the small farmer as early as possible
in the process of commercializing each technology. The Project will have met
its objective when the fawmers, entreprencurs, and home owners become well
trained in the use and manufacture of the technologies, have established good
credit ratings and keep growing and increasing their income without the
assistance of AID or the GOH. At that point, dissemination can continue with
minor support from GOH institutions. Thus, Project replication will not
continue to be a drain on limited GOH financial resources at a time of severe
financilal difficulties.

U




Technologies to be disseminated to the farmer will be primarilv those that
have been successful and proven to date including hydrauiic rams, silos and
driers, water wheels, gravity irrigation and laund leveling. catchment basins,
hand or animal powered water pumps, small fawwer shrimp ponds, terraclng and
water retention, improved seced production, animal feed production, farm fish
culture, bee colonies, and a significant increase in tie demonstration areas

for rural technologles.

6. Rural Industries. To make a worthwhile impact and help small
farmers grow and market more, new industries using light capital technologies
will be established. The skills of local blacksmiths will be upcraded to
enable them to become metal workers, produce quality agricultural implements
and thus facilitate technology distribution. They reed additional equipment
such as welders and metal presses, as well as raw materials. The twelve shop
owners now beinyg trained by the MNR/UDA workshop are strategically located
throughout the country to enable them to supplv small fammers in all rural
areas. The credit and technical assigtance program will enable farmers to
purchasa the improved famm implements. As Project~financed credit use
increases and the shop or industry develops a solid market, further financial
help to the shops from thils Project will not be required. Examples of
processing‘activjties and other industries which may be established are
cold-pressed castor ofl, various solar dried fruits and vegetables, dried
tomato powder, pranulated driced onious aud parlic, distilled essential cils
from plants and trees, natutral food dyes, cashew nuts, €acao, fresh fruits and
vegetables refrigerated tor export, cultivated shrimp in small ponds, fruit
leathers, animal {eed, honey, beeswax, charcoal, sun flower seeds and oil,
peanuts, tannin, gypsum panels, solar salt, lime, bakeries using yucca flour,
lime silica mortar, fuel briquets from saw dust, cheese, candied fruit, soap,
tortille. powder, papain, protein from yucca starch, pickles, broom straw,
brooms, and smoked fish from farmers' fish ponds. All these products can be
made with light capital technology. The markets for these products are both
domestic and foreign. Required technologies are available, needing only
adaptation to local conditions. Businesses such as the above can be installed
for an average of approximately US$7,000 ~ not including working capital. The
goal is to install approximately 110 such local industries on a pilot basis.
Establishment of the above industries could make a contribution to reducing
the balance of trade de.icit, since roughly 70% cf the above products are
currently being imperted and some, like castor 0oil, can be exported.

7. Home Improvement Technologics. Rural household technologies
will continue to be developed and improved under the Project, but
concentration will be on the promotion of proven technologies such as Lorena
stoves, French drains, home gardening, and water seal latrines. It 1s
expected that as farm and industry income increase, many of these technologies
will be made avallable commercially and produced, in part, by the small shops
established under the Project. Most home loans will continue to be made by
PVOs under the Rural Housing Improvement Project (522-0171).

‘Al though CDI/PTR may contirvue to donate new or untested interventions to some
Project beneficiaries, already proven technologies such as Lorena stoves and
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soap-making equipment will be paid for by recipients. PIR will continue to
provide technical assistance. Efforts will be made to place the Home
Improvement Couwponent on a self-sustaining basis through the Pro ject's credit
program,

D. End of Project Status

During the four year Project extension, approximately 12,000 families will
have been reached - a sufficient number of small independent farm families
throughout the country to demonstrate to a much larger number of campesinos
that they can significantly increase incomes through the adoption of
appropriate technologies. Rural industries as pilot or test industries will
have been established and put into operation Lo produce and maintain the
implements and machinery needed by the farmers, and to refrigerate, dry, store
and processs small farm products. Once the pilot manufacturing or processing
facilities have been proven effective, practical and profitable, replication
of these industries can be established around the country with commercial
credit. The credit mechanisms developed through the Project should help to
facilitate the Project's spread cffects.,

The only direct, continuing responsibility and involvement of the GOH after
this second phase would be in development and adaptation of agricultural
technologies and in the dissemination of information to the small farmers and
businessmen.

The Table below summarizes performance to date and Project targets and
priorities for thase I1 implementation.



Table 1
Project Performance To Date (as of 1/15/84) aand Future Projections
by Technologies
(direct beneficiary families)

Technology/Technique Total Total Planned
to date for LOP

A. Small Farmers

- 1, Hydraulic Rams o 23 200
-~ 2. Water Wheels 219 300
- 3. Gravity lrrigation and

- Land Leveling 326 1,000
- 4, Catchment Basins 4 65
- 5, Hand or Animal Powered Water T 14 200
- Pumps .

- 6. Small Famner Shrimp Ponds 3 1,000
- 7. Small Farwer Terracing and Water :

- Retention System 203 2,500
- 8., Demonstration Centers for

- Rural Tecunologies 7 50
- 9, Improved Seed Production 5 160
- 10. Animal and Feed Production 125 3,400
~ 1J. Silos aunc Driers 1,686 4,000
- 12, Farm Fish Culture 48 125
- 13, Bee Colenies 225 1,000
-  TOTAILS ' 2,888 14,000

B. Small Rural Industries

- 1. Export Industrics 1 20
- 2. Local Market Industries 33 75
- 3, Support 1Industries (Village :

- Electricity, etea.) 1 15
- TOTALS 35 110

C. Rural Homes Improved

-~ 1, Fuel Saving Wood Stoves 1,39 2,000
-~ 2, Indoor Latrines with .

- Fertilizer Production 2 500
- 3, Roof Rain Water Collection 0 1,000
- 4, Water Filters -8 - 200

TOTALS 1,404 3,700



The technologies/teciiniques listed above for vhe farm are only trhose that to
date show the greatest potential for Increasing small farmer jincomes. Several

other technologies with more nodest effects on Incoire will continue to be
provided, usually in conjunction with one of the technologies listed.

The figures'in the “"total-to-date" column werc provided by the studles and
planning unit of PTR which keeps careful records of technologies installed by
PTR and the participating PVO's throughout the nation. These figures were
current through the early part of 1984 and contain the names and locations of
the beneficiaries, which are verified through visits by ficld stafi. Numbers
under “"beneficiaries to date and planned” may exceed levels discussed above
due to some overlapping of beneficlaries (those bencfiting from more than one
technology) .

F. Relationship to USAID Strategy and Program. 'The Rural Technologies
Project is one of the key elements of the Mission's rural development
stratcegy. The Froject has supported and will continue to support other USAID
and GOH programs. There are many examples of technologles developed under the
Project which arc contributing to other USAID projects - with these often
expanding on Rur:l Technology efforts.

Cooperative efforts have been taken under the Rural Housing Project (522-0171)
where rural busincsees have been assisted and can soon be producing improved
housing materials such as lime-silica cement, gypsum—sawdust panels, and
improved roofing tiles. Small-:. .le irrigation projects have bcen undertalen
throughout the conntry using waterwheels, hydraulic raws, and other techniques
built with loc2l materiais where small rivers and streams cculd easily be
diverted by a fcw men. This model is presently being used in the irrigation
component of the Agricultural Secctor Il Project (522-0150). The Rural
Technologies Project has assisted the Small Farmer Coifee Improvemant Project
(522-0176) by devoloping a fuel-fired grain dryer tested for the drying of
coffee. The dryer is fueled with coffee husks and worked well in the Corquin
area where unseasonable rains during harvest prevented solar drying. the
dryer thereby saved one recent harvest. The Natural Resource tlanagement
Project (522-0168) has also benefited directly from developed farming
technologies. 1n summary, a distinct pattern exists where Rural Technology
innovations strengthen other efforts.

We expect this linkage of ocrher rural development projects and Rural
Technologies to continue and to be intensified through a new generation of
upcoming pro jects, particularly in the export field, which will strengthen the
Mission's rural development strategy includirg employment generation, income
enhancement, and export promotion efforts.

I11. FINANCIAL PLAN

This amendment proposes to add $4,000,000 in grant funds to the existing
Project, bringing the total Project funding Lo 49,000,000 in grant funds. A
breakdown of Project costs follows. (GOH counterpart contribution for the
extension will be $2,225,000.)



ATTACRMENT I
TABLE 11

Summary Cost Estimate and Financial Plan

(U.S. $000)
AID FUNDING X. =Y FY84 FY85 FY86 FY87 TOTAL
LC FX LC FX LC FX LC FX LC FX
a) CDI PTIR FIELD STAFF - AG 50 150 100 75 375
IND 50 125 75 55 305
HOME 25 40 35 25 125
b) VEHICLES - 135 - - 135
c¢) UDA STAFF AND SUPPORT 75 115 ‘ 60 25 275
d) AGRICULTURE TECHNOLOGIES 75 450 385 230 1140
e) SMALL BUSINESS DEVELOPMENT 75 325 250 175 825
f) RURAL HOMES IMPROVEMENT 25 70 65 60 220
g) TA 50 250 250 50 600
TOTALS 375 50 1275 385 970 250 645 50 3265 735 (4000 total’
GOH FUNDING BY CY
a) CDI/PTR HEADQUARTERS STAFF 415 750 450 380 1995
b) UDA STAFF AND SUPPORT 85 65 S0 55 255
TOTALS 500 815 500 435 2250

g
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FY84 FY85 F186 FY87 TOTAL

LC FX LC FX LC FX LC FX LC FX
COMPLEMENTARY FINANCING BY GOH
a) AGRICULTURE DISSEMINATION OF .
TECHNOLOGIES — CREDIT 6G0 700 500 * 1800
b) SMALL BUSINESS DEVELCPMENT
CREDIT 600 700 500 1800
¢) RURAL HOMES IMPROVEMENT-CREDIT - 150 150 97.3 397.3
TOTALS ) 1350 1550 1097.3 3997.3
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1V, REVIEW OF PROJECT ANALYSES

A, Economic and Financial Analysis

An indication of the economic benefit of the Project can be gleaned by
comparicson of results to date with the data on page 47, Table L of the PP.

The cost-benefit analysis in the PP was based on increased income for small
farmers and small industriaiists (including factory labor). The PP estimated
that at the end of the first phase of the Project, 6,443 farm families
directly assisted by the Project would have a combined net annual income of
U.S.$80,000 or U.S.$12.38 per family increase per year. It is estimated that
the 2,888 families that have directly bemefited from assistance in
agricultural production as of January 15, 1983 have increased their net income
by U.S.490 per year for a combined increase in income of U.5.$260,000. This
does not include an estimated 8,000 ipndirect beneficiaries (i.e., those who
have not received technologies financed with Project funds but have obtained
access to technologies by loan or purchase). Insufficient data are presently
available to estimate benefits from the rural industry and home improvement
activities. However, based only on the benefits to Project-assisted families,
it is clear that overall economic benefits exceed planned levels at this

time. While the outreach of the Project during the first four years has not

~ been as extensive as expected, the outreach capacity has increased
dramatically over the last 18 months.

A more recent Benefit-Cost Analysis of the Project was conducted based on Guta
up to March 1984, This analysis indicates that:

-- ‘The Project's Benefit/Cost (B/C) ratio is 2.87 assuming & 12% discount
rate;

~- The Project shows a break-even or payback period of about sever. years,
agaln assuming a 12% discount rate;

-- The Project shows an internal rate of return ("IRR" or “yield on
investment") of approximately 25%. .

B. Social Analysis

The social analysis as contained in the PP still is considered to be valid for
the expanded Project, including the estimated positive impact on women.

C. Administrative Institutional Analysis

As indicated abcve, the original Project concept considered the involvement of
six GOH institutions in Project implementation.’ This resulted in an overly
bureaucratic, cumbersome scheme which severely handicapped implementation and
added considerably to the overhead costs. Administrative mechanisms have now
been streamlined by giving CDI/PTR full responsibilty for Project
implementation, with the support of the Ministry of Natural Resources and the
PVOs which are directly involved in technology dissemination. As indicated in
_the DAI evaluvation:

3
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“The reorganization of implementing agency responsibilities
) ...concentrating all responsibilities except that of the
Agricultural Implement Development Unit in CDJ and creating PTR within
CDI to administer the program has very substantially improved
program design and management and increased program impact in
rural areas., The strong position accorded to CDI in the Project
from its start should be given substantial credit for making this

successful reorganization possible.”

D. Environmental Analysis

The environmental anal'ysis contained in the PP remains valid with the possible
exception relating to the expansion of farmer shrimp ponds. A separate
environmental analysis of this component will be undertaken before broad
dissemination of shrimp ponds is undertaken.

ANNEXES
A, Authorization Cable

B. Anended Log Frame
C. GOH Letter of Intent



NNNN

UNCLASSIFIED STATE 222211

) DA

-l A
ERD/~""

ps..L.

FPA l.

'

WNCLLSDITILD Liail 2iizld
ACTIGH: 41T IRFO: AMB DCM ECON/4 ANNEX &
V&PZ(lCOJ‘p | 10C: 121 =~ 462
PP R.ETG 11 JUL a4 1359
BE RU:5C #2211 1022044 ' CN: 22559 '
" ZLR ULOUU Z24 CHRG: AID
P 182241% JUL 24 DIST: AID
F* SECSTATF WASHDC £
70 AMIMBASSY TEGUCIGALPA PXIGRITY 1322 50
ET( : y 2 ’
UNCLAS STATE 282211 s 57
AIDAC _ L
E.0., 122356: N/A -
TAGS ¢ ‘ |
SUEJICT; FONTURAS RURAL TECPNOLCSIZSPROJICT {522-8157) PP
'AM'J“DV_ . .
REF.: TEGUCIGALFL 22256
1.  CONGRESS LIFTZD ECLD C¥ CONGRESSIONAL NCTIFICATION
JUNE 2€, 1984 AND ACTING ASSISTANT ADMMISTRATOR FO% LAC
APPROVED ACTIONS R“QUJSTED PARE 22, REFTELONIULY 5, 1984,
2. MISSION IS AUTEORIZEL 70 APPROVE SUBJECT PP A ZHDMENT,
INCREASEAUTSORIZET LOP FUNDIGC UP TO DOLS £ MILLIGN ANT -
EXTEND PAC2 FOR GP TO FOUR ALTITICNAL YEARS IN TEE FIELD. ]%.
DAM -
" BT r
#2211 o ﬁ?:;i:,
| ACTION. oy
' [ T




%lﬁ

Project Title & Humber: RURAL TECHNOLOGIES PROJECT (522-0157)

ANNEX B
Page 1 of 7

PROJECT DESIGN SUMMARY .
; LOGICAL FRAMEWORK

NARRATIVL SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

UEANS OF VERIFICATION DPORTANT ASSUMPTIONS

GOAL: Increase incomes of small
farmers and rural small businesa-
men, improve quality of rural
livinsc

PROJECT PURPOSE:

1. Increase small farm effective
utilization of labor and land
through the use ~f improved light
capital farm implements and
structures.

1. Small farmers/business=en income
increased.

2. Selected indicators related to speci~

fic appropriate tecanologies introduced.

3. Improved living standards of

target population as measured by
selected quality of life indicators.

EQPS:
l.a. Increased yield per hectare.

b. Cultivation of more land appropriate
for production.

c. Conservation of long-term land
productivity.

l.a. Baseline and post-assistance
longitudinal studies that will show
income changes for beneficiary and
non-beneficiary small enterprises. .

Small farmer and saall rural
JAndustry development will
continue to be a high
priority area for the GOH.

b. 1975, 1977 (ATAC) aund future
smsll farmer surveys planned under
Agriculture Sector II.

2, Evaluation reports by entity (PVO
or other) responsible for dissemination
of specific appropriate technology.

3. Based o0a Loan Agreements actuval
calculation of increased income and
for industries the nunter of increased
employees.

1. Agriculture Sector 1 small farmer 1,
surveys; longitudinal studies;
evaluation.

Continued GOl commitment

project to small farmm agriculture
development; small farmers
will be receptive to light
capital farm implements and
structures,
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HARRATIVE SUMIARY

PROJECT DESIGH SUMMARY

LOGICAL FRAMEWORK

Project Title & Number: -RURAL TECHHOLOGIES PROJECT (522-0157)

OBJECTIVELY VLRIFIABLE INDICATORS

MEANS OF VERIFICATIONH

ANHEXB
Page 2 of 7

IMPORTANT ASSUHPTYONS

2. Increase szall-scale rural
industrial productivity and
eaployment through the introduction
of improved production and
management systems in existing
small enterprises and through

the establishment of new pilot
enterprises,

d. Decreased number of man hours per
unit of productivity of peak labor demand
periods.

_e. Increased labor use during slack
demand periods.

f. Increased value and quantity of

marketable products per unit of pre—harvest

production.

g. 50,000 users of light capital
technology structures and implements.

h. Participants in demonstration
activities are willing to purchase
implements or structures at end of
demonstration period and demand exists
among non—-participants.

2.a. 1500 assisted existing small
enterprises increase employment by
additional 1,679 work-years, for a total
of 2000 jobs,

b. Increased returns to capital and
labor for existing small enterprises.. —

2. Project evaluation; longitudinal
studies.

2. Small scale industrial
entrepreneurs will be receptive
to improve production and
management systens; formal
credit systems possesses
flexibility to deal with
credit needs of micro-
businessaen,
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ANNEX B’
Page 3 of 7

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

Project Title & Number: RURAL TECHNOLOGIES PROJECT (522-0157)

NARRATIVE SUMIARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS

3. Inereased utilization by rural
poor of low-cost appropriate tech-
nologies or products designed to
improve the quality of life.

QUTPUTS:

1., Improve and expand systems
for identification of problems;
development, adaptation and
dissemination of technologies
appropriate for small farmers,
rural enterprises and rural
houseliolds,

¢. Establish new viable industries that
add value to rural resources and products,
increase rural employment.

d. Increased utilization by small
enterprises of formal credit system, with
acceptable default rates,

3. Acceptance of low-cost caplial

technologies among demonstration groups
and replication to additional users.

MAGNITUDE OF OUTPUTS:

l.a. Establishment in CDI of a capacity
to identify problems and practical D&A
activity through its field agents,
advisory panels, special survesys and
access to other information centers, and
to develop solutions itself or in
coordination with other D&A units and to
disseminate technology on a reactive or
assertive basir to the users through the
delivery system.

b. Expansion of effort of MR Small
Farmers D&A Unit establishment under
Smail Technology Project.

3. Project evaluation; USAID field 3.

Rural poor will be
receptive to low-cost
appropriate technologies,

inspection.

1. Observation; reports prepared

by information association; periodic:
reports prepared by CDI, MWR, UNAH,
and PVO's.

MNR, and UNAH will provide
continued support for D&A
activities. -
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PROJECT DESIGN SUMMARY
: LOGICAL FRAMEWORK
Project Title & Nwaber: RURAL TECHNOLOGIES PROJECT (522—015f)
~ NARR..ZIVE SUMMARY OBJECTIVELY VEBIFIABLé INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIOHS
c. Appropriate technology pilot project -
referred to PVOs or other organizations Sor .
further development, field testing and/or
dissemination, if activity not suitable for
execution by above mentiouned units.
2. Delivery system for mansgement 2.a. Six zonal offices located throughout 2. Observation; periodie reports 2. GOY continues to support
and technical advisory services the country. prepared by the Industrial Develop- and give high priority to the
for small enterprises. . . ment Center (CDI); project activities of CDI.
" evaluation; USAID field inspection.
b. 1,500 small businessmen receive TA b. Entreprenuers are
in areas of production, management and/or receptive to the technical

marketing. assistance provided.
¢. Training needs identified of 500 )

small businessmen and success of training

evalvated for feedback to training systen.

d. 500 small businessmen advised on
eredit use, sources and application
producers,

e. Lenders provided with general advice
ou lending to small businesses and specifie
information regarding potential borrowerc.
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* Project Title & Number: QURAL TECHNOLOGIES fROJECT (522-0157)

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

.HARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS

ANNEX B
Page 5 of 7

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

f. Experimentation and development of
various means of community and group parti-
cipation or organization appropriate for
the particular community or venture (e.g.
comnunity advisory committees, associations,
of small businessmen, coops, ete.).

3. System for delivering training 3.a. Inter-institutional arrangements 3.a. Observations; periodic reports
by CDI, INFOP, and A.I.D. field visits.

to small farmers and rural enter-

established between CDI and appropriate
prises.

tTaining institutions such as INFOP to

hive ihese institutions provide to small
farmers and small enterprises the training
identified as necessary by CDI field agents
and special studies.

b. Tralning provided in at least the b, USAID field inspection, INFOP

following areas: operation, malntenance
and repair of farm machinery (500 small
farmers and 100 mechanical repairmen);
management and technical aspects of small
businesses (1500 individuals).

and CDI reports.

¢. Training techniques and eurriculux c. Observation.
revised and improved through regular
evalvation feedback mechanism.

4. Small Enterprises Development 4.a. 110 Pilot small enterprises estab~ 4., Observation; USAID field
Fund established and operating. 1lished and operating. =— iospection.

b. Levels of participstion
and interest sufficient for
continued training prograas.

4. Opportunities exist for
expansion or creation of
snall or mediun enterprises
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PROJECT DESICN SUMMARY
LOGICAL FRAMEWORK

]

Project Title & Nuaber: RURAL TECHNOLOGIES PROJECT (522-0157)

OBJECTIVELY VERIFIABLE INDICATOES

ANNEX B
Page 6 of 7

MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS

" NABRATIVE SUMIARY -

S. Small Farmer and Appropriate
Technologies Development and
Adaptation and Dissemination
Fund,

b. Loans or experimental type of
floacclal transactions made to internediary
credit organizations which lend to smali
enterprises, .

S5.a. 10-15 dlacksmiths and metalmechanie
shops producing implements for demonstra-
tion.

b. At least 25 different prototype
implements or structures produced and
disseminated,

€. Inter—institutional arrangements
established betwezn CDI, MNR and other

. appropriate institutioas for the planuning,

execution and evaluation of prototypes and
field demonstrations.

5. USAID field inspection; MNR
and CDI periodic reports.

that are economically viable
and financially sound over
the long term.

[ ]
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PROJECT DESIGN SUMMARY
; LOGICAL FRAMEWORK
Project Title & Number: RURAL TECHNOLOGIES PROJECT (522-0157)
— — S— T TP S G S SO
NARRATIVE SUMMARY OBJECTIVELY VERIFIASLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS

6. Establishment of an evaluation/ 6.a. Unit established which performs 6. Observation.
planning capacity in CDI to more soclo-economic baseline and project impact
precisely identify problems of studies and utilizes results to revise
small enterprises and coniinuously iwmplementation plans for this and other
improve programs to assist small small bugsiness projects and for the
entrepreneurs. design of new small business promotion

initiatives.

b. Also prepares zonal resources

inventory and industrial development plans,

in coneultation with other GOH planning

activities.
7. Establisiment of Project Coor- 7.a. Project Coordination and Management 7. Observation
dination and Management and Adminis— and Administration Office established and Evaluation
tration Office to perform GOH/AID fully staffed.
and inter-institutional coordination
and to administer project b. Timely execution of budget prepara- -
activities. tion, disbursements, etc.
INPUTS:
See Financial Plan for Project Tnputs will be wade avalladle

cost details. on & timely basis.
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v s { Tegucigalpa, D.C.. 16 de agosfv, 1584 Ne. CE-1646. '
Y PR X
ITY C7T12I5 | .
v Sciion »
- / "W ANTHONY J, CAUTTRUCCT
Baceloedl Dinecton Agencin para el
BrS. ot | pesaanolle Intewnacional
PUPL)Z. .y Presente :
, £7..].
o COZ_’;--l-' Seion Dérecton :
ELZ.... | Los £ognos aleanzados en el Programa de Tecnologfz Rutal se vienen tradu
o " BRY/T.... | ciendo en bencficdius creclenies para £as familiar campesdinat. A nafz de

RIS/ . )l Las modl§/icaciones keallizadas ern ef Programa a mediades de 1982, se han
: nro/7.... |t Loghado mejonas sustancinles en £a cjecucddn del misme, cbserdndese en
. HRD/FFT....[| el dCtimo cio ¢ medio un gran impulso en fa diseminacibn de tecnofogint

PSP..p . & y en La dnconporacibn de un significative nimero de beneficiaidos.

PA.E. <

i‘:" “ Los nesultados positivos, se han neglefade en afguncs coiscs en aumentes
U eg... .1 del ingneso de Las familias de pequeios agidcubtcres de $300 a $1.500 af
pEeng. ... i wic, mediante La mayor produceddn de gnaros bés.icos v de hextelizas; os-

3:0..,. | ias metas han sido abeanzadas pon La utilizacifn de Las zecnclegics dise
o, /J' minadas poa oL Picarama, a ravés del use de Las 13 heviamicnict manua -
i A A agricciar, cone arados, noxdas, azadas, eic. qul han ALdc aesataollin
M ‘ dat, enecninfndese 14 dmplementcs agricalas mis cn vanias etapas de paut

|

wome Wi d oo v e
07ICR....

e

pogmrm
c ba,

g t-a s gromngd gt A= Ty

La tecnofegda de itkisacifn v secado de granos, introducida baje ef Pro-
yeedo, peamdte a Los agruiculiones planiar mls de un cultive al aic, Lo

cual aumenta s{gndgdeaidlvamente sus Laresos. Trelia ¢ edneo pequeiias -
dndustrning, que emplean apioximadameinde 250 pessenas, estdn procucdendo

o wtilizando £ns tecnologins patweinadas y abrededon de 700 pequeios ne
"gocios han reeibido asistencia téendica en contabiiidad, conixoles senesn
" Les de negocdo y mancjo genciedinl. La evaluacibn sealizada pon La Consel
Zona Development Assocdates, concluyld que Las cendicioncs de dalubiicad,
actitudes y perwpectivas de vida han meforade en £es hogare: ruxaies des
de Las tecnolegias han s4do adoptadas. -

, Por Zode fo anterisimente cxpresado, el Gobiewo de Honduras estd muy £n
feresado cin £fa continuaciOn de este Prouecte v pox esic medio soficite ~
La extens.ion del mismo pes un pettodo adicional de cuatro aitod, &8 .decir
‘hasta el 24 de scpticibre de 1988, asimismy, solicita que se Licremente
La donacifn del AID en US$ +4.600.000.05.

EL Objeto de {zo solicitud di extensdin ded plaze u del {ncremenio dz £n
donacibn cs el de nealdizas £z scoundz fasc del picgsama, La eual wa ia -
84do debidameste planigicads pard que piwvea ciédites a £08 peguerics aasd
cullionres e Andustrdad:s paaa La cempra y produceiin de Las Leenclogins ~
de bajo costo del Programa de Tecnofogin Rural.
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REPUBLICA DE HONDURES
Tegucigalpa. D. C.. 16 de agosto, 1984

Pag.=2= Ne, CP-144¢... .

EL Gobienno de Hondures, pon su parte, e compremede a dequin presiande
su apoyo el Centro de Desarnolio Industrial (CPi/PTR) ¢ al Mindsierte -
de Recunsos Natwrales (MRN/UDA) mediantc el suminisirc de Los {fondes ne
cesanins paa fa eficiente ejecuciin del preyecie, Lo cual inckuye cf =
pago de sueldos, vidtices, meteriales, manteniends en fedo case, ung G-
portacibn no menon del 25% def mento total def Prouecte.

Sin otre pailiculan, me es gaato ofrecer a usted far muesiial de mé mages
- consdderacibn ¢ esiima.
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