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INTRODUCTION TO THE FINAL REPORT

The "Interim Report'', submitted In February of this year, contains
the preliminary results of the sampling procedure and a describtlon
of the conditions of the small industry sector in each of the sevén
regions. Also presented was a proposed outline for the final report
which differs slightly from the index of this report because of certain
inconsistencies which we found in the }n the data related to the
finances of the firms.

In this report we have not provided a summary or conclusions for
bollcy as a sebarate chapter because the suggestions are numerous
and to take them from the context in which thev are presented in
each section would render them useless because of the brevity with
which they would have to be stated in such a chapter. It is hohed
that the rebort will be made available to all working with and In
the small industry sector ~from the highest bureaucratic level to
the bromoters of cooberatives and the inspectors from the Department
of Labour. If these diverse interests can ever be coordinated to
support the small fndustry sector it will be of great assfistance
’té’thbse in the sector. |

Although the report shows some negative findings concerning ANPI
and other organizations, it Is hoped that the airing of these

fiIndings will make those involved more coﬁ?lous of the actual
;Qndltlons of the sector and guide others to those areas which

‘do need attention.
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THE ENTREPRENEUR

The small Industry sector, as well as any other sector of businessmen,
- Is composed of individuals assuming and ;aklhg rfsks. The risks may
be simply caplial, but more generally they'ére risking.time, skills,
their own labor as well as capital to produce a good which they
estimate to have a value greater than the total of the costs of the
venture. |

In order to facilitate the writing of this report and to avoid reference
to terms such as "businessman', 'businesswoman', "the Subject'!, "cases'",

and so forth, we wili simply use the abbrevfatioh "E'" to stand for the

term "Entrepreneur'' which encompasses these terms. As generally
expressed in economic texts production is a function of threes terms

- Land, Labor and Capfital, but as found in the praxis these factprsj? ;
are not additive in effect; they are interactive. While:thé-sﬁpbly 
of these factors may have structural Inefficfgncies, it Is genér§11§
assumed (Incorrectly so) that .the market place "rationally" allocates
them. The above mentioned facfors are acéepted és'belng the factors
of production, but it Is held to be true that~the "Eﬁ,I5 tﬁe'fourgh :
factor of production, and this factor, working withfn‘thg structural
constraints of his society and economy attempts to ma$Imize the_gain§;
by combining the other factors. The_constralnts Brbuﬁhf,tp bear?ypqﬁ 
the "'E" may be legal or extra-legal, bur@é@érabtj@,‘lnfraStru;tﬁfsi;'i
natlonal or multinational in nature. _fhl;{s;@&ffqoﬁge;ng‘é3;é¢f§;?§f;
the "E*ial" gf@up’aﬁd?lts organizat]pnéiléffeﬁiﬁf{h;fﬁé:f&fmiéffiﬁéii

National Smp]l:lndUStryiAsSOclatIOn‘(ANPi);j



PERSONAL DESCRIPTION OF THE ENTREPRENEUR

SEX:

Throughout the report we have referred to the "E'" without regard to
sex, but it should be noted that five percent of Fhose interviewed
were women. They were predominately in the clothing field with
smalle: proportions working in food processing. We have not treared
them as a separate group because it is assumed that they, as any other

business person, would be included in any policy decisions.

AGE:

The youngest person interviewed was 21 yeérs old and the most mature
was 75. The average was 41.84 years old. It Is a normal distribution

(skewness = .34) of ages and, accordingly, 79% of the "'Es' were between
31 and 55 years of age. If the average age of ‘the busfness is subtracted
from the. average age of the.''E', the average age of the "E" at the time
he began the firm studied was 35 years. Typlcally, as described below,
he passes through a period of formal education followed by a longer
period of mixed on-the=-job traing or apprenticship plus technical

courses before beginning his own firm,

PARENTS' OCCUPATION:

fwlth regard to the occupation of the "E's" father we found that most
,fwere from agricultural occupatons (33% were farmers and 17% were field
;}hands),» skilled Iaborers;(232), businessmen or retall sales accounted

flfor another 122 “and the rema!nlng 15% were employed In an array of

fgactlvltles from military to teachlng Jobs. The concept of thelr betng
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a group of second generation businessmen tdllcwing rﬁi@ﬁéié;#&the;{sj
footsteps Is not applicable. S o
COMMUNITY OF ORIGIN OF THE ENTREPRENEUR:

Although there is definately a rural biase to the fathers'7occﬂpatiohs
it should be noted that the majority (67%) of the "Es'" were rafsed In
the town which is a municipal center (41% in common munlcipal centers
and 26% in municipal centers which are the departmental capitols).fFrom

towns and villages the proportions were 15% and 3%, respectively. The
remaing 15% came from the capitol city - Tegucigalpa. As show in the

following table, less than half of the "Es" were from the center~stddled~;
(E1 Progreso and Choluteca are exceptfons). The majority of the "Es'" -

came from centers outside of the center in which they were lnterviewed,‘

TABLE |
TYPE OF COMMUNITY OF ORIGIN BY REGION

REGION VILLAGE TOWN  MUNICIPAL  DEPARTMENTAL CAPITOL FOREIGN,
CENTER CENTER L Sl
Tegucigalpa ] 8 35 15 - 35 ' 2
San Pedro Sula 5 8 32 37 } 6 f3;i
la Celba 2 28 57 1 2 =
Sta. Barbara - 14 29 3 14 T e
Choluteca - 12 23 ;g[ 4 L
Jutlcalpa - 17 25 50 4 -
El Progreso 8 8 . yal .8 I

(The under]lned flgures are those for the type‘* hbommunlty of that regton)

San Pedro Sula and Santa Birbara are the‘on| htwo centers to whlch
mlgratlon from a "hlgher ‘level" center has occurred In excess of a

few percentage points. In the case of San Pedro Sula, pollt!cally
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classified as being "lower" than Tegucigalpa, it [s economically

more dynamic and Industrially developed than Tegucigalpa.

The small foreign component (2% of the sample) has gone to the two
major centers (San Pedro Sula and Tegucigalpa) plus Choluteca. La
Cefba represents the opposite extreme - most of the firms have been
established by people from the surrounding municipalities from the
departments of Atlantida, Coldn y Cortés. The other centers are a
mixture of approximately half from other centers and towns and the
remainder from the same center. While all are poles of attraction,
Tegucigalpa, San Pedro Sula, and La Ceiba are more dynamic than the
others in attracting from a wider geographical area. In the case of
El Progreso it should be recalled Fhat it is very close to San Pedro
Sula (and hour or so by bus) and probaely ""looses'' migrants to San
Pedro Sula. ’

ln 1970 a study of Honduran "Elites' was made by Mundigo 1!, A small
part of the sample concerned managers of large firms which are defina-
tely at the other extreme from our sample on a scale of business size.
The first notable difference In the two tybes of businessmen s that
35% of the "Elite' "Es' came from another country in comparison with
our 2%, |

fThls_ls very different from the men in our sample and illustrates the

;dﬁffefenee.between’;he "E'fal" factof of the two scales of Industry.

fl/ Mundlgo, Axel 1., “Elites, Economlc Development and Population
" In Honduras", The International Population Program - Dlssertatlon
Serles, Cornell University, Ithaca, N.Y. 1972, p. 39. ’
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It should be pinted out that the deflnltlon of "Ellte" employed by
Mundlgo 1imited his sample to Teguclgalpa and San' Pedro Sula ("Elltes,

are those personalities generally recognized by the populous ln,Tegye‘
cigalpa and San Pedro Sula.") For our sample in the same two cltlea; -

the proportion of city born was approximately one third while the
Mundigo sample contained 51% from the urban centers and 15% from

small towns. Over one half of the "Elite'" managers had stddled at

a unlversity and approximately 75% had studied abroad. As‘deserlbed’l
In the following section, the "Es' from our sample have very dlfferent _

educational backgrounds.

EDUCATION:

Our sample reveals that 95% of the "Es' in the small industry sector
have had formal educatfon. They averaged 5.77 years of basic education.

The dlstributlon, however, was biased toward the low end of the 5cale, :

Nevertheless, 47% had a sixth grade education or above (22% to the
sixth grade, and 25% beyond). Those who completed 12 or more years

of education formed 11% of the sample. In comparison wlth the
population in general, this grouphls very highly prepared'in termslﬁ
of formal education, yet In comparison with the Mundlgo sample lt

Is not. More advanced or specialized education was not undertaken

by 63% of the "Es', however, " 172 sald thatf they had taken technlcal
courses not related to the present product line, and an addltlonal 20%

_had taken technlcal courses related to thelr product. :

Lpfase fpr 8&% of the "Es" The apprentlceshl
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the cases who had served as apprentices, was related to the product
that they are actually producing. On-the-job experlencé is definately
the means to learning the business for thls.sector because, in addition
to the apprenticeship training, 67% had been employed in firms making
products similar to their own. One quarter of those 'Es'' began their
own firms without the benefit of prior work experience. It should be
noted, .however, that 76% of those who simply began their own business
had been in an apprentice position (55% related to their present
product). This group distinguishes between apprenticeship and actual
empldyment. This, as mentioned in the "Interim Report'', was found
among the ''Es'' when discussing employees - the apprentices were generally
not included. It may well be that in this sector apprentices are kept

in that state for as long as they will tolerate, and rather than continue
in that low income position they go off to establish their own firm. If

this is the case, then the Lébor Finistry's effort to formalize
apprenticeship programs is well founded in order to put a rational

limit on the time that an appreniice must serve at the lower salary.

A combination of apprenticeship and technical courses was found in 36%
of the cases; only 1% of the cases took technical courses and did not
serve and apprenticeship. This may be disturbing if it indicates that
éVén tﬁ0ugh they have taken technical courses they were still required
;té?g@f?e'§§ apprentIces. It Is probable that just the opposite is true

g:ﬁjﬁétgihéy fqbk technical courses after or during the apprenticeship

; rQ§§ff6g,their work experiences. Only 15% had neither courses or

féphféhtfcéshlp experience. While we are not able to asnwer the question



directly because we did not study the chronology of thglr experlences; H
we can offer that 64% of those who had prior work experiehce had taken
technical courses. There is also a posftlve relationship BetWeeﬂ
formal general education and technical courses not only for those above
sixth grade level (where 66% had taken technical courses), but also for
those with sixth grade educations or b;lqw. At the sixth grade level
Lo% of the cases had taken technical courses, but at the second grade
or below the proportion was only 10%. Apprenticeship follows améimflar
pattern - the more years of education the greater the proportion of the
"Es' who have served apprenticeships. This }s surprising because we
would expect that those who had less formal education.ahd technical
training would have greater proportions of their numbers receiving
apprenticeships. For .those with over six years of fcrmal education

99% had gone through technical courses. For those below this level

of formal education the range was 64% (no formal educatfon) to 94% (a

sixth grade education).

In general, both apprenticeship and technical courses are combined for
the preparation of these businessmen, and, while apprenticeship may be

a subsltitue for technical courses, technical courses are not a

substitute for apprenticeship and on-the-job training.

PREVIOUS WORK EXPERIENCE:

Of. those who hac oceen employed prior to ;heueéﬁéﬁjjghméntgbf;tﬁé';'J:{ﬁ:

80% stated that from their PreV[QUSﬂ9ﬁh1§YW§6ffiﬁﬁivﬁéhf,w rnec
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business In which they were currently engaged. 'Of-them,JSIZ;hed,~
served as workers, 7% as office emplbyeee,or shop‘formen;{and the;
~remaining 2% had worked as salesmen. 7
Clearly nork exper {ence was an lmportant.agrt'of the preparation for
. these ''Es'!, and it Is important to consider this exper}ence with
regard to the problems noted in the group interviews related to lNFOP,
the Ministry of Labor, and apprendices. It is important that a |
careful reconsideration of policy be made to Increase, rather than
decrease, the number of positions opened to apprentices. Whl1e the
basic concept of INFOP is sound, the application Is causing apprentlces
to be turned away from job opportunities. To throw the full burden of
}tralnfng onto the State at a time when it may not be most able to assume
edch'afresponsibflity Is a mistake, especially if the industry has been
dolng the job. It may also be worthvwhlie'to ease some of the
ireStrictlons preSently placed on in-shopftraining and tovcomplementf
;thls experlence wlth ‘formal tralnlng supported by INFOP at the Tocal

;level on’ ‘an off-hour or shared time basls.

-HIGRATION:

iAs mentloned In the section concernlng the ommunlty of orlgln of the d
;“E“ there Is a varylng trend of migratlon rom’ less economlcally

;depends upon the region studled.kf



w‘ﬂoz vame from the same department, and 3) those where 332.or lessw

‘;_ame:from the same department.

ifThe flrst category (Santa Barbara, Jutlcalpa, and Choluteca) representsﬁ}
';those centers whlch are: attractive to other centers in the same |

?deiartment and serve the department at its main economlc and

:jadmlnlstratlve center. The hlnterland of thls type of center ls

‘llmlted to the ‘same department.. The second category (Teguclgalpa);fe

vattracts from most other reglons of the country yet 522 oj"lts small

lbuslness sector is of local orlgln. San Pedro Sula, La Celba,hand_,?
fEl Progreso are newer centers wlth an/ area of aLtractlo_ whlch

‘ extends to a- whole reglon of the country.

'apprentlceshlp experlencesf sets them aslde from the majorlty of the

Hondurans of thelr peerlgrouvv??Evldently the "E" ls not a product of
~ mlgratlon from the countryside to an urban job experlence. He may movefg

*from one lower. level central place to a hlgher level center, but he;i

-does not generally move fr“m the country to the center nor from

fhlgherilevel pla'es to more rural centers to establish a business.

QThe apparent basls for theldevelopment of the small lndustry sector’a

':demand forjproducts) ls an envlronment ln whl h

fexperlence}cansbe:galned The development of these reglonal centersf


http:region.of
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is a process of continual division of labor by local experience'and
training when available. Given the information cohcernlhg the rela-
tion between apprenticeship, technical courses, and the origin of
these "Es", it would be useful, for the stimulation of lndustry and
services In these non-city centers, to provide the technlcal tralnlng
In these same centers as mentioned previously. In the group level
report it was mentioned that In Jutlgelea there was a complaint that
skilled carpenters were not available. At the present time there Is
a renewed effort to improve the quality of the carpenters' training
at the vocational center in Juticalpa (A mature Peace CorpS»member
will be going there in a month or so to assist in this training program).

‘It Is important that this type of training be offered in these centers
rather than in the cities because many potential tralnees are not able

to free themselves from a '‘work" obligation. The apparent mix of
'technlcal courses and apprenticeship should nct be'overlooked in this
.regera By the work experience a certain selection procees probably
-takes place elimlnating those who really do not have }nterest in a
{given trade, but if courses are proviae based upon avallability and

glmpulse for selection the effort will probably be made on lndlv!duals

;less llkely to contlnue in the trade.

PARTICIPANTION IN SOCIAL, POLITICAL, RELIGIOUS AND. PROFESIONAL
-ommzmous. e o

iln rde to determlne the degree of: partfclpatlon ln organlzatlons the '

wielf they belongedfti any o{fer soclal'y

-fess!onal or rellglous organfzatlons. ln none of the fourtca‘egorles



12

:rdld more than 20% of the buslnessmen participate, and only 6% belongedi?
‘to- more than one organlzatlon. These men are clearly not "Jolners" andﬁ
lllustrates thelr lndlvnduallstlc character. The organlzatlons whlch |
have -attracted the most membershlp are. the Chamber of Commerce:,,fhfffff
Accountants' Society, Lawyers' Society, the Leons' Club and Artlsans‘ ;
Clubs, but together the membershlp in these organlzatlons was less thanl
15% of-the sample. Sports clubs, Clubs of town of Orlgln, WOmen s clubs,
the Country Club and A-A accounted for the remainder of the membership.f,,
Only 8% stated that they belonged to a polltlcal party (52 to the lee-;h?
ral party and 3% to the Natlonal Party). Of the 212 who mentloned rell-»

glous affiliation 15% were Catholic and the remalnder were Protestants;f

This section was presented simply to demonstrate the lsolatlon?of 1hese;;
men from community organizations. . The promotlonal work whlch must be ;ﬁ
unaertaken to strengthen the ANPI, at the reglonal and natlonal level,é
Is conslderable because,ln general, these men have not experlenced nori
are they accustomed to the use of organlzatlons for achlevlng common

ends. The reglonal leadershlp is an exceptlon, and of course, would

be the basis for future work wlth thls sector. |

OPINION CONCERNING SUCCESSIN BUSINESS.,

7 1960's: (The
San'Salvador,:

3z"and 582.,

ln a study of . all soclal stratas completed ln the earl

‘"e, unfortunately, has been Iost), of'attltudes

XE'xsalvado and”‘an Jose, Costa Rlca It va found”ihatf

isrespectlvely attrlbuted "Luck“ to the successfthalrtheyvhad achleved

Ji_ "Hard work" was stated ln hh%;an th of the cases and the f

f;remalnders - 13% and 18%‘- gave a comblnatlon of thev;wo. Granted that:;
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the sample is now over 15 years old and that the attitudes have probably
changed with the "modernization" of the citles plus that our‘sémple is

a specific sector of the population, nevertheless, we.asked a similar
question In a more opened form to compare the small businessman's opinion.

The results of the question give very different responses (see Table 11).
The "Es'" present an image of a group of people who believe that their
effort§ and the efforts of others working with them are the basis fﬁr
their success. The high percentage that attributed their experience
and tralnlng to success supports our pfevious observations concerning
the Fmporfance of on-the-job tﬁaining and apﬁrent!céshlp for this. sector.

The proportions do not change from region to region.

TABLE R

FROM YOUR EXPERIENCE WHICH FACTORS HAVE CONTRIBUTED TO
THE DEVELOPMENT AND SUCCESS OF YOUR BUSINESS?

REASON PERCENT
5Lq§kl | Only one case
lAéééﬁs td capital 3
QConnectfons ' | . 5
jHav!ng good workers ’ 7
Hard o o | 30
?Experi' ce_and training | ‘:~lev ’ - ks

o'did not consider themselveS“'
ft“,be a success. i 6
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' THE  ECONOMICS OF THE' FIRMS

AN ATTEMPT TO CALCULATE A PROFIT AND LOSS STATEMENT BY INDUSTRY TYPE.

Throughout the lntervlews, ln the appropriate sectlons of the questlonnalre,
we noted the baslc lnformatlon concerning the economlcs of the flrm..Aslde

from: the economlc state of the firm we planned to obtaln lnformatnon whlch
would enable use to make statements concernlng the capltal/labor ratlo, ;;w
lnventory turnover, profit,. sales/capltal ratlo, etc.. We based our work
on the assumptlon that because we were representlng an organization whlch

was known to them and not related to’ other lnterests, the "Es" would

'provlde us with accurate lnformatlon. lt was also explalned th'

results from this lnformatlon would be returned to them ln the'form f:

a report, by lndustry and reglon, X1} thatw'hey could compare thelr

operations with these flgures. We elthert,alled to galn thelr confldence

of the members and non-members allke, or they were not able to provide

us with accurate lnformatlon concernlng sales, expenses, lnvestment“ etch}

While we dld expect that some of the flrms would be operatlng at a lo_s, :

the lnformatlon provlded lndlcated that 62% of the ‘lrms were lossng money,

and this Is Just too great a proportlon to accept.‘hReturning for moment'
to the prevlous sectlon one should note that only 6% consldered themselve
not to have been successful ln buslness. For thls reason, too, wc conslder

«the Informatlon Provlded ln the flnanclal sectlon to be lnvalld Thx“‘

.pro'ram wrltten for the processlng of thlbilnformatlon excluded those whogf

fprovfded lnformatlon lndlcatlng a lossf utwlo"assume that those who dld
not have losses were provldlng us wlth”accurate lnformatlon ls an assumptlon
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’ that we can not nake given the genera! lack of confidence in the sector.
It is pointless to present this data given the lack of credibility. "
Because of this situation we?reconsidered the'COntent of the-entire
questionnaire, but the other questiors were categorical In response
and not so sensitive. !f the‘biase in the economic data was due to
a subconcious attempt to create an image of being ""down and out' and In
general need of assistance then areas such as the opinion of the’ ANPI
and other organizations should be taken less seriously.

This is, indeed, a sorry find, and caution concerning economic data

must be taken for those who wish to continue working with this sector.

INITIAL INVESTMENT:

~Although we are not able to comment about the amount of capftal Invested,
nor the capital/labor ratio, we can offer the. source of funds for the o

“lnltlal investment. Banking- is not an exceptfon to the general lack of
{Instltutionalized support,for;the sector, a nd, cpnsiderlng the small
"hprincipal which loans to this seetor fnp]y, lt {s not ‘so attractive to
make loans when compared to the competltlon; Accordingly we find that
:5782 of the firms were begun, prlnclpally, with personal savings and that

1;412 of the firms were begun exclusively with personal savings.

ggFrlends and fami]y provlded funding In 7% of the cases, 9% obtained
it nmerclal loans~ 32 mortgaged property; 2% began with credit extended

,iby suppliers (Implylng that they had the equipmvnr), and 1% began with

é;advances from cllents. Although 54% had onlY orie - SOU"Ce of fundlng an



important proportlon (32%) of the "Es" dld_obtalngcommerclal credlt as

a secondary source. The fact that collateral and/o., oiinte

i.e., family, personal or friends as prlmary sources, funds.

To understand the terms of capital In greater detall we aske& the "Es"
the number of months for which the funds had been loaned Half of the o
firms (51%) had credit for speclfled perlods.~ The average perlod being :
24 months. It should be noted that 46% of the loans were for perlods of
a year or less; 30% for two years; and the remainlng 24% for more than
two years. We did not try to categorlze these loans, but, conslderlng :
the high proportlon of "Es" that had personal loans. or lnformal loans
when obtalning commercial loans, the appllcatlon for commerclal loans
must have been for flxed capltal lnvestment rather than worklng capltal.i

In the group level lhtervlews lt was stated that the commerclal loans

were for fimed capital. The complalnt was that the terms were too\short.

Conslderlng the periods glven at the lndlvldual level

perlods for flxed capltal are. too short. lf machlnery may‘beﬂpald o

”overly optlmlstlc projectlon of the rate of capltal formatlon or ltrwas
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;taken forgranted that the loans would be rolled over. More realism
fshould be employed in a credit policy for this sector.k They sould be

:expected to repay loans for equipment before it s fully depreclated,
ibut they can not be expected to form capital at a rate which is greater
5than the larger industry sector simply because the owners of small.
‘industry are too close to basic subsistence and have a propensity to
‘consume which is more elastlc ‘than other sectors which have a higher
‘standard oflliving'plus a more formal corporate structure.

“THE TENANCY OFTTHE SHOP:

This sector s generally a renting class (6hZ)nbut.22%:do own their
shops outright and an additional 8% are in the process ‘of paying for
their shops via mortgages. A small group (62) are occupaying bor rowed

-space. Because of the problem with the economic data we can not estimate
the cost of rent as a proportion of - the operating expenses. enting

.certainly reduces the amount of initial capital requlred and also implies
flower overhead but capitalization is not possible as in the case of
fthose with mortgages. Policy-wlse there 1s little to offer for the
fsector. Whether or not it would be- better to estabiish lndustrlal parks _
ills a questlon which shouid not be based upon the rental varlable alone.,_

fThe proportion of "Es" which does not have lts home in the same building j

for'ijolning the shop’is very small (122) and any attempts which might

vstslvn?rent and personal lnconvenience. ASome are presently working

crowded shops, and others, such as the group of woodworkers in E1-

f;Progreso, would welcome an industrial park sltuation for thelr particular
igconvenience.‘ In any case this type of project;dould have to be carefully

*examlned in the Iocal context.' SRR s
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‘THE'MARKET. PLACE "

AREA:

QAs,shown ln Table lII ‘most of the “Es“ considered their market area

to be the munic!pality in whlch they were establtshed Some were o
ﬂxllmlted to local trade. Three were established In International

markets and four ”Es";hadehat thev congldered‘tn he the natlonali:
market.
o N TABLE |||
| ~;";MARKET AREA BY REGION t1 oF FIRMS

REGION frlLQGAL* MUNICIPAL VaRious DEPART-"'vAéibbsﬂﬁ
ST T MUNICIPALITIES MENTAL

: saﬁdgééro Sulr 21 L ‘ T
La Ceiba 13 52
hsehta’Bérbara '22§f2>?1~:r;;.“
thoiutéca | ‘iﬁ%;ﬁf;ﬂ°5"ff
JUt1¢a]pa i‘fQ :i§3,3 :JJ. g

’E!f?rogreso PR Tt

Althou'h”only a»smali,

icompetitlon.

fbefore the war wlt":El;Salvador we were nterested to see what Impact the

,change ln the market placn_had“upon the firms. :0f: those In exlstance prlor;

_to the war 802 noted that‘there wa.

-979?5,'4, H‘Ition prlor to the wa ‘.
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At the present time 37% of the “Es" mentioned that>price*wasathe maln.
'}type“of competition in the market place. Another 5% responded‘that‘thOSe

who were capable of producing in volume were their chief source of
competition. The remaining 3% responded that variety, speed of deiivery o

or. salesmanshlp were the chief types of competition. The main geographicai
‘source of competition was from producers In the ‘'same municipality (302),
'{thefSame department (5%); other departments (6%); and the remaining h%
bsaid that the competitive goods came from other countries in Central |

‘America. (Recall that only h5% admitted having competition)

iTo this point it is demonstrated that the members and non-members, alike,
are primeriiy producers. for the centers in which they are iocated and -
*thevimmediate hinterland. This was mentioned in ‘the group ievei Inter-
4views with the regional leaders of ANPI._ Some of the members mentioned

fthat their customers were generaiiy peasants from the surrounding towns,
ﬁtowns people, and employees of the bureaucracies within the municipaiities.

jffT"Yb'sf*dl’-'f."t:"USToiiER:‘1 |

}three "Es" said that factories were their customers. ln Cholu eca two

ifirms‘soid their goods through a cooperative, but this means‘wa' not cited

ther‘firms., As shown in Tabie IV those in the non-city centers‘were'

4:ndent upon the finai consumer. ;fb



PRINCIPAL CUSTOMER BY REGION

jﬁfélﬂgf

-.Tegucl”alpa W

.San?Pedro‘Sula 37

La Celba 70
Santa Barbara 5d§0",
Choluteca 3 i' if:
Juticalpa T8
| él'Progneso, '7875

The hlgh percentage of retallers in Santa Barbara as customers ls probablyf?
due to the straw-hat business which. does not have Its volume market ln theéé
,Immedlate region. These manufacturers try to malntaln sales dlrectly to uiﬁ
the retaIler, and, as mentioned in the “Interlm Report", the ”Es" travel

a: great deal 0. promote thelr products at the reta

© CONSUMER

zo

B
2
1i3€
8
8
:Ajéy
.fiéi’

TABLE lV

' RETAILER

Z OF: RESPONSES4I

ZWHOLESALE‘ «ﬁif'ffff?””'””
3
15
;is"

noted that the generally accepted concept ofﬁh__

.suppller to larger scale Industry (an ldea heard frequently”ln the NPI“'”
offlce and the Mlnlstry of Economics) ls not supported by thls'data.
Small Industry at the Honduran atage of development Is for baslc
;goods In the Iocal market.

Asector although this ls another Idea frequently heard as the

fto lncrease sales. :

Exports have not been developed fo‘ thls

It should be’

"solutlon"
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TYPES OF SALE:

Although there is a slight variation from reglon‘to regfon, as shown [n
Table V, slightly more than half of the goods are seld as produced, i.e.
without prior order. A small prooortion.of the "“Es'' have contracts or

agreements, but these are limited to Tegucigalpa and San Pedro Sula. it

had been anticlipated that more firms would have contractural terms, but,

as stated before, this is not a characteristic of the sector.

CTABLEV
HOW PRODUCTS ARE SOLD: %-OF FIRMS BY REGIONS

REGION As«gnogucep MADE TO ORDER- 7cQNTnA§Ts»3;
Tegucigalpa | 567; ' L(gg\; . fjsi)‘ |
.San Pedro Sula 63 ?? ’ ét
laceiba e 51 s
lSanta Barbara ;réb;fr iéﬁ; -

.1:: choluteca , ., 59 : 3, : e

€1 Progreso - 58 2

fﬁOf"those~who had*contractst(Sz of*all3lntervlewed)ghalf stated that the Q

ffadvantage o'fthescontracts was to have'a secure-market demand for the
pr "hiha thlrd stuted that the chIef benef!t of havlng a. contract was |

‘he’prtces were better and Lhat collections were certaln. , The re-

’("f,the responses lnd!cated that other beneflts were. advances for

s,lnputs and reduced sales effort. lnsplte of the contract a thlrd of those3


http:proportion.of
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_” TERMS' OF ETI-IYE SALE.
Half of the “Es" Intervlewed extended credit to thelr customers in the
'followlng pattern' , ' : B

TABLE Vl

PERCENT OF FIRMSREXTEND!NG CREDIT

PERIOD ‘OF CREDIT

None

15 days 8
30 days o 15
60 days or more i‘ féjjf

fextending lt. The amount charged dld not correspond to the length of
‘ {the credlt period, nor was It a hIdden cost In the price of the goods

;because they dld not change the prlce based upon lmmedlate or partialg

fpayment.» It a

‘,for offerlng credit..
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TRADE FAIRS:
"One of the ANPI efforts has7been to organlze falrs.forfthefmembers so

vthat their products may galn wlder exposure and - to provide a meetlng
with possible large buyers. Trade fairs have been held ln Teguclgalpa

and San Pedro Sula, but member participation has not been as dynamic

as expected. It has been very disappointing, and as a matter of fact

only 5% of the non-members and 24% of the members participated In a

) fair during the last year. In one form or another fairs havehbeen held

in each region Including the community of Sabd, Coldn. The primary

reason given for_partlclpatlng'ln the fairs was to seek sales (51% of
ﬁthose'who attended);< 24% went In search of ideas for-their own products;
v.ahd-aproxlmately 20% felt that they gained prestlge by'partlclpatlng.

" When asked if they had made sales contacts or dlrect sales from the effort,
43% said that they had not made a sale, nor had: they made contacts for
future sales, contracts were slgned by SZ of the members, and addltlonally.

':202 ‘made contacts resultlng ln future sales. The remalnlng thlrd sold P

'gproducts at the falr. Thosr”that partlclpated were generally satlsfled
‘jwlth the results and consldered lt worth the effort. The fact that more il
1ﬁ,:;than half of the partlclpants accompllshed one form of sales or another

;fbyfpartlclpatlng should be publlclzed when plannlng thcse falrs. As a

'fmatter of course those ln charge of the falrs should have a brlef
fquestlonnalre for each partlclpant at the end of the falrs to show the:

;'results of the effort and to have lnformarlon on hand for the followlng
_year. : - B 7 ‘



Howeve.

1ﬂexpressed a negatlve oplnlon of falrs ln general.;

Jithat they slmply dld not have tlme to partlclpate whlch lndl

work than by maklng an effort to partlclpate. The cost of mountlng ar

exhlblt was clted by 15% of the men as. the reason for not particlpatlng:;

(the speclal condltlon ln San Pedro Sula, where they attempted to-{,

collect back dues may have lnfluenced thls varlable ln that reglon)

In thls sectlon the general condltlon of these lndustrles ls that the

"lnterlm Report', the market areas are small and not populated wlth cltlek

zens who partlclpate dally ln the consumptlon of manufactured goods. ;rhég

expanslon of the small lndustry sector wlll dependiupon the reforms whlchi

vtake place ln the agrlcultural sector whlch wflllpermlt ‘a better mlx ofv

'land;wlth the presently underemployed labor. As thls large (conservatlvelyﬁ

;352 of’the total populatlon) pool of potentlal consumers ls able to enterfﬁp

fthe market place the sector of small buslnesses should experlence expanslon:

Qand better returns o those presently worklng there.;.Thls:lsnpartlcularx;ﬁi

ﬁtrue for the non-clty centers.r
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CONSORTIA AND COOPERATIVES:

One of the objectives of the ANPI is to establish‘industry groups for
the supply of inputs and the commercialization of products. The effort

is similar to the cooperative movement yet on a less formal basis.

To begin this section on consortia the members were asked if they

were members. The results were as follows: 64% had not heard of them;
30% had heard of them but were not members" 6% were members. Of those
who were members one said that the benefit received was credit. In San
Pedro Sula one non-member replied that he had heard of the consortia.

In brief, the effort has not made much progress. The cohcept is; never-
theleSS,'important for the delivery of services to this sector, but it
iS*probably a mistake to do this parallel to the cooperative movement
:which has established centers for trainlng promoters, sources of credit,
'and cooperatives which would benefit from the support of additional mem-
3bers. There.should be more coordination between those who wish’ to

form consortia and those in the cooperative movement.”

-Of-members and non-members, 29% were associated with a cOoperatlvu. The
:most popular cooperative (44% of those who were cooperative members) was
ithat of the tailors even though they were 26% of the sample. ‘The shoe-
imakers cooperative was the second. most. popular cooperative wlth 272 of
éthe cooperative membership (shoemakers were 2#2 of the sample) it was
Edlsappointing to see only one member of the Carpenter s Cooperative

é(CAHIL) represented among those interviewed.‘ There is a general under-,

yutllization of the existing cooperatives whlch are dedlcated to lndustry



2%

services. There definately shouid be"-.=-w-v~ i

these existing services. One suggesti'n ,,that;thefcooperatives f"f

existing in ‘the regions be asked to presentfthe services offered at :
a monthly meeting of the ANPI., Advertising for these meetings should
be widespread so that both organi ations receive benefit from the :

exchange.

There were a few members of consumer" and_credit cooperatives~and th . i

expressed benefits derived from: membershi in enerai

were predominateiy related to the suppiy of materiais (47% of those

who were members replied in this manner ) However, 192 stated they

had not received any benefits. from membership.r Reduced prices accounted
for 13% of the benefits and are aiso related to the suppiy of materiais.;
Needless to say, among’ members ‘of ‘the savings and ioan cooperatives o

credit was: the prime benefit.

In the area of consortia and cooperatives there remains a huge task ﬁbut
before additionai work is undertaken the cooperatives now in operation
shoyld be studied In each region whiie takiqainto consideration the Iocai

problems of the glven industries as outlined in this survey. The taiiors'

cooperative, for example, provides Tife insurance for members just as the

Savings and Loan Federation (FACACH) is offering its members.e Each

,cooperatlve should be examined to determine their areas of competence andﬁ

then the various interest groups shouid be brought together to present\w_;

their aiternatives.f The promotionai aspects appear to be understre ed,:
butiit may weii be that they are not abie to offer serv:ces which_‘re‘

iy different from those offered by a common wholesaier or retaiier.

gent
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"~ In that case they should put their emphasis In chér aréas”whlch‘wtlJ

assist the sector.

THE SUPPLY OF MATERIALS:

As mentioned in the section concernfng cooperatlvés and consortia,
those who are members explained that the primary benefit was in the
supply of materfals for the manufacturing process. In order to
establish the source of supply ths “Es! were asked where they obtained
the materials. Only'lz imported the materials directly - understandably
"‘Sbegcause of the small vclume fnvolved in these shops. The majorfty,
3652;;buught locally} 112 had to buy outs!ds of thelr town, yet within
,’fthe reglon, and 22% had tolgo to another reglon of the country to
;jobtain supplies. 'Téble V}l shows the.location, by Industry type, of

“'fthe source of materials.

TABLE VI

‘f GEOGRAPHICAL SOURCE OF ﬁATERIALS BY INDUSTRY: percent
i.\(mousmv LOCAL REG1ONAL OTHER REGION
Wood 72 17 1

| 62 g 29
RO %j;ﬁi By
iMlscelansous ? ffﬁfﬂab ’7 §[

;* The food fndustry s one group that imported dlrectly and nthi N
13% (only 2 cases) Imported supplies. The flavoring used ln the__anu-g
facture of candy is imported directly. o RO S o
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' "”noted that wlth the exceptlon of wood products and food7

products,,lf the materlal ls not vallable locally, then most of the??
' | '”fmust be obtalned ln another reglon.. The reason belng that3

the centers studled are the prlnclpal centers of the reglons and the:
materlals used ln the clothlng, shoe and metal products lndustrles

are. not to be found ln the hlnterlands of these centers. They are
found in other reglonal centers.u ln the case of the wood and food
lndustrles ‘the materlals, lf not avallable ln the lmmedlate area of
the center (local) they are more probably avallable wlthln the reglon

as "natural" products.' The excepllons are outllned below.z

I1f the origin of the products ls examlned o. a“'fglonal basls, lnstead

of an: Industry basls, a sllghtly dlffe,ent lntern ”tatlon of the source

of . materlals evolves.

As shown ln Table /1

La. Celba Is also an lsolated reglon for certaln materlals ._{‘k_;;;i;f

iron.
TABLE VIII 4
- THE SOURCE OF. INPUTS BY REGION' percentage i
REGION o LOCAL | I
Tegiclgalpa

noon s

€1 Progreso
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The direct imports are specialized and not a general feature, but, as

ﬁs shown in Table IX, imported materials are used by most Industries.

TABLE X

ORIGIN OF MANUFACTURE OF MATERIALS BY INDUSTRY TYPE: percentages

INDUSTRY LOCAL REGIONAL EXTRA- C.A. OTHER
: : REGIONAL
Wood 1 33 3 | .2 7
Clothing 3 _ 9 60 5 22
Shoes 8 21 b9 19 2
Metal 9 -- - 55 27
Food 13 33 4 . 13- --
Graphic Arts 33 - . e- - 67
ﬁlscelaheous 11 ik 32 T2t 18

The graphic arts tndustry depends upon lmported paper for their products.

;,Some lnks are. Iocally avaflable. Those In the mlscelaneous category use

»'lastlc and metal products whlch are also lmported and of course, the

"tal products industry depends upon materlals whlch are. Imported. The
ﬁpalnt and other flnishlng materials for the metal products are of
ﬂ{nat!onal origin.

‘ found that aslde from Choluteca the non-clty ce‘t‘rs do‘b

ignotwhave a;large"proportion of flrms respondlng that the‘_iﬂaterlajsgare.
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of iocai origin.z Most depend upon materials*manufactured in the region

or: other regions of the country. lt is surprising to see the proportion“i
of ‘the' Firms using imported materiais in these regions.> This extra- -

_regionai and- foreign source of manufactured materiais is note worthy
‘considering the commoniy heid beiief that smaii industry is basically

a transformation sector for iocai materiais. The whole question of
dependency enters here, and It may be that because of this probiem one
of the manifestations Is that a ciassicaliy considered sector for the fn
transformation of primary materiais is reaiiy dependent upon externai df
sources. Little can be gained from arguing that it is not dependency |
and, instead is the demonstration of the effectiveness of the Central

American Common Market. Honduras has been related to ‘the CACM since f;
1969 by a series of biiaterai trade agreements.‘ This exception to the

transformation concept is most notabie in ‘the - shoe and clothing fieids
where 20% have noted that imported materiais predominate.

TABLE X SRS
THE MANUFACTURING ORIGIN ‘OF INPUTS BY REGION. percentage

REGION LOCAL. REGIONAL . EXTRA- ¢ A,_
- - | REGIONAL -

Tegucigalpa 12 15 (33 : iu'i‘i7:f‘i;€fj\

SahaPédro Sula 24 ' 18 ' 316;'l' EAICH R

La. Celba - v on

~Santak85rbara ' - . .

;Choluteca _;’ : l-v, ‘j7 L

:Juticaipa ff:.; ’ -

EEIAProgreso , ';f"Vv*et
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Eln terms of supply to the firmlbln these reglons whlch do not have

}local.sOUrces thls demonstrate ;the need to organize servlces for the :

7materlal lnputs ln order to Insure a constant supply of materlals to ~ﬂf
ithe flrms. These flrms, alone, do not have a resource base to secure 3

tthe supply on an lndlvldual basls. Orlglnally a proportlonal analyslsr;

fof the lnputs by lndustry was planned ln order to offer a guldell”e to?~

those concerned wlth the small Industry law, but due to the lack offe;i

‘confldence in the data thls can not be done.

To determine the type of suppller for the baslc materlals the "Es" were
'asked to state from whom they purchased thelr prlnclpal materlals. ;Avf-

iveryﬂsmall percentage of the flrms purchased directly from the producer

}(32), retallers were clted by 7% of those interviewed as the source of

isupply, ,wholesalers'were the source for 752 of the‘flrms- and‘lS% of

he flrms bought from cooperatlves.. One does not know the dlfference
In pribes between suppliers, but when questloned as to "why they purchased

where they dld" the responses were.n
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-QREASON :,;;‘
?Hablt L
Proxlmlty ’i'i*; |
sPrlces
?Servlce
fQuallty
Cradlt |
:F01stant Supply "
*Membershlp ;

jTransportation Off‘;

iSummation error. - :
~due to- rounding 99

99 101

fpurchaslng_where they do. The factor of membershi

{eratlves supply them at more economlcal prices.
Qbe taken fnto conslderatlon when plannlng*a servlce cooperative or .

;other organlzatlon to serve these lndustrley.&

icooperatlve members. These members are also convlnced that the coop-'*

7These reasons should
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Taken ©n a regional basis, Juticalpa was the most dependent upon retailers
for supplies (35%); Santa Barbara, Cholﬁteca,'and La belba followed with
12%, 8% and 8% respectively. Cooperative supply was most common in Tegu-
cigalpa and Choluteca'(32%,and 15% respectively), but there was some
cpoperatlve supply in San Pedro Sula, La Ceiba, and El Progreso (13%,

13% and 4% respectively). Nevertheless, the wholesalers were the

general source of supply for materials in all regions as indicated on

o global basis. If one of the cooperatives in San Pedro Sula or Tegu-
cigalpa were to expand its service t6 these non-city centers by means

of a mail order, but monthly‘of weekly delfevery to the reglong, they
might be able to expand their membership as well as brovide a needed
servica. The regional offices of ANPI could be the basis for organizing
the members in the region to take advantage of this fypé of service or
to encourage éhe'members and cooperatives to discuss the!r mutual

interests.
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POWER USAGE MOTORS, AND*REPAIR SERVICE

The use of electric or other power to complement or substitute manuai

labor is a theme frequently. encountered in the iiterature concerned with iff

economic and social deveiopment.. Generaily it is used as an arguement toii:
support the investment of capital In the smaii industry sector instead of;z;
the larger scale industries and more. capital intensive industries because:hﬁ
the employment generated is greater for each unit of capital invested in :,T
the small industry sector. The Information concerning the use of power

and motors also provides a description of the state of the industry. in ;hig
the case at hand, the small industry sector, the product is more artisan fff
than serfesmade and therefore’ the information is intended to be descriptive. ;:

There is little serse In entering the arguement concerning capitai invested ;,1
in motors and expenses for electricity as a defense of the iabor intensiveness

of the sector. When one finds that there Is iess than a’ quarter of a horse--'
power in installed motors in the typical shop, thevpoint,iSvmade., Th?§¢:'t

shops are labor intensive.

THE USE OF ELECTRICITY:

Overall, 81% of the firms had public eiectricity and 5% had their ownl,; :i
internal combustion generators. The iack of eiectriclty was disproportio

ateiy in the taiior and shoemaker trades (k72 of those who did not have

electricity were shoemakers and 35% were taiiors) Those carpenters who:

did: not ‘have public eiectricity had their ownfgenerators whiie the v



tallors and shoemakers dld not. As will -be described ln the section
concernlng motors, these two types of businesses depend upon manual
labor rather than electrlc motors for power. (Steam plants were found
in only three shops - a carpenter in Tegucigalpa who used wood for
" fuel, a food processlng plant in San Pedro Sula which used dlesel, and
a tallor in Choluteca who used gasollne ) By reglon the use of publlc

electrlclty varles .as shown in the followlng table.

TABLE Xll

THE USE OF PUBLIC AND PRIVATE ELECTRICITY BY REGION AND
: THE PO°ShSSION OF MOTORS Percentages R

REGION B i:i LB_UQ‘I.,'_I‘AC._;-;‘-‘ o PRIVATE ~ = HAVING MOTORS
(7 T
5 82

I T

Tegurigalpa ;1~
San Pedro Sula

La Celba

‘Santa‘Barbara. 75
lcCholuteca = iﬂés='7l";’lj?,fqyfh~ a,‘.fu“;“i,éz‘
‘Jgffca]pa : itbd» C i\ :. , h“ihf fi '!h ;. g7i
El Progreso o wm7s

“soleVsource*for?some:shobs;f“»”fffﬂffﬂ“

The use of electrlc motors was less common than the avallablllt oft
electrlclty.. Hotors were found In: 692 of the shops, but by type of



1?35{'

Zyindustry it varied from ioozfofithe_carpenter'sh

ﬁsh Ymakers.v 522 of the tailors ba ,motors,

55; emiln 67% ofinhe plants.. Those in the miscelianeousicategory;v"l
so . _ ‘ ﬂfi 'in terms of horsepower we foundl
fonlynseven shops which had motors of more_phan one horsepower and '

‘ithese shops. with the exception of one metal worker, were limited

'ﬁtofc.rpentry. The- remainder of the motors were fractional horsepowerg
‘as is typicai of sewlng or finishing machines found ln the tailer and?

-gshoe shops which do not have pedal powered machines. Aside from the.é

’few electric generating plants the use of internal combustion motors o

_'was not found.

.

gREPAiR SERVICE FOR THE ELECTRICAL MOTORS.

.5Bach person who had an electric motorginstalled was asked if the "
5electro-mechanical service was available either commercially or fromff

fsomeone in the - shop., Sample-wide the response from 12% was that it

fwas diff icult to. obtain service' 582 said ‘that they did not have , ff
Idlfficulty obtaining service,. and 30% sald that someone in the shop f

,was capable of making repairs and maintaining the equipment.‘ By:'

,regionbthe conditlon varies and indicates that Juticaipa (752 sa‘d;:zf

3§hay,‘ervice was difficuit) and Santa Barbara (50% said service was

1ﬁdifficult)icould benefit from assistance.: Both centers are not near;;‘;k

;othe: centers and to bring a motor to a center requires a day s journey._

oun trip in one day is impossible ’jgrepairslaréitogbe_accompiishedﬁﬂ

fbetween buses;f
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iflt is suggested that in these two centers a person in an existing shop
ij{{’fibe found who will be willlng to take a course, or, that a person who
uvfhas been’ using electric motors be found who would like to diverslfy
:lhis business into motor service. This is not an easy task because
<-both types of people will. most likely have shops which cannot function
kbin their absence. Some form of fellowship whichkwill at least match
thelr usual Income would:have to be arranged. This Is suggested over
the selection of a person not related to the center in some permanent
‘manner in order to increase che probability of- his returning from
.INFOP or other training after having been ln one. of the City centers.

: Also, neither of these two centers will probably: offer a high volume
_ of business but if added to an ‘existing business It would improve

someone' s quality of life.


http:found.wh

8.

BOOKKEEPING SYSTEMS

‘§Oneiconcern of the ANPI fori'ts planne:‘servlces'dihl“'

anceuln the form of tralnlng,lln record keeplng'or~an accountlng;

}servlce. WIth only a few exceptions those ”Es” Intervlewed showedf;s f;
lbooks that they malntalned We dld not ask to see the actual flgures'gf
_we wantcd to know the degree of formality wlth whlch they kept the k

books. (In retrospect lt was unfortunate that we dld not seek Lhe jﬂ fﬂ

actual flgures) As shown ln the followlng table, purchases andnﬁ

.expenses were noted by the majority of the flrms‘ bu' moreiformal

books were not kept by half of those lntervlewel. entorles and
payrolls were surprlslngly underkept, and the lack ofﬁa double entry

monthly summary is lamentable. For - those who dld malntaln records thex;f

use of bound books was predominant while the proportlon of those whﬁl
,slmply saved loose notes and recelpts was mlnlmal except wlth regard
to: the categorles "Purchases" and “Expenses'', where half of those whO»k;

-

had records had them in loose form or recelpts.,r'
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TABLE Xlll
PERCENTAGE OF THE FIRMS NAVING BOOKS BY: TYPE OF BOOK

’fyea 'NONE LOOSE. RECEIPTS aOuub aouuu WITH

L | PAGES - BOOK - GOV'T SEAL
~Safes - 51 2 n 15 . 20
ﬁurchéses 34 3 31 . b 21
Expenses 33 3 32 1 21
‘Daily Double

_Entry 55 1 10 13 20
~Double Entry

“Honthly . 68 0 2 8 22
lnvertory 62 0 2 10 25
_Payrol] sh . 1. b 14 26

-injthe area of bookkeeping there appears to be'a fourfoldttypology

jofxésistens"; 1) those who keep formal and organized books (30%); 2)
tthoéekwho keen notes and receipts (15%); 3) those who"simply do not
;bother to keep records (292), and 4) those who have a combination of

,,,,,,

%bound books and loose pages (26%). The necesslty of record keeplng
%ln a- commercial enterprlse is not questloned but some of the flrms
Eare not commerclal in the true sense. They are slmflar to subslstence
ffarmers;because thelr main objective is to survlve,as~a»femtly.and
?Whetiever can be gained by the sale of thefr oroduct-1s‘consumned

lOf course, by the very nature of thelr product they do enter the

tmarket place to exchange for ﬁood nevertheless. thelr ma!n concern« ;

?ls blologlcal surv!val and not the format(o of_cap!ta,-;'Whethei theyf

DE
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1to undynstand the costs of produclng certain items they can not change

’the number of workers because they are the workers, nor can they consld'r

lrentlng less space because they are working from their homes. They may ;ﬂ
be able to change thelr product mix in order to Increase their well-uf
»belng,,but for many there just Is not enough demand in the market to
‘keep them fully employed It Is unfortunate that we were not able to '
ldenttfy thts group by Industry and region to demonstrate their exact
pl[ght, but the only lndicator5~or this state were the financial Tﬁ? :

variables.

The Importance of records for this’ subgroup are important, and for those :
who are above the subsistance level and who are intent on the formation

of capital, plus have to meet the- record keeping standards_of the State
or lending institutions. bookkeeplng is’ more Important._‘lnvthe case of v

Juticalpa, where a member of the ANPI reglonal offlce was prepared and

willing to assist those who did not have books in the form necessary to

apply for loans, the results were posltfve and thls exa"ple ma'”bf an
efficlient approach to teaching the other members in the:non-cfty center ;ﬁ

The existence of such a cooperative member may not be found tn other hi

‘regions and In those cases an alternat!ve solutlon w(ll havet“:b:~ fo 'd;f

Simple, basic bookkeepfng Is not so compllcatexhthat anyone whoii: ‘;1L

to read, write, add and subtract (all ln» he ‘ample‘Jcan not learn toi?
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: employ lt but the “cost" of learning - tlme and effort -*may be too

‘li:much for some "Es"., It would probably rot: be practfcal to have an -
'i;accountant travel!ng to each region to glve courses, nor is it
warranted when the talent exists in the region. However,_brtef,ln
instructions explainlng the use of records for Income and expenditures,
plus a monthly summary, could be printed by the ANP| for distrlpoofOn '
to members. Additionally, a specific doub]e-entry; standatd, and
readilyvavaflabie-form could be selected and sold to the membere. Aa
part of the.nembersh!p promotion, when the lnlt!al.dues are paid, the
v‘fnstruothns and a sample book could be given to those who do not have
adfOrmal system. |f regions express theﬁneed as a group to have
~addItionaI asslstance then: bookkeeping could be the subject of a
monthly meetlng from time to time.

'These {deas are offered because it may not be posslble’to create a
" nationwide program, as envisioned by the natfonal office, for the

membears who are in need of the asslistance. By-depending upon the
resources of the membership at the regional'level they will be less
~dependent upon programs which may never be possible. By working with
‘iooal-resouroes_the membershfp may become more capable of ‘resolving
tmdtua) problems. The current tendency to waft funds from theoState
tor other agencies has just left the association wantlng. As a‘CIf'lng
gto thls sectlon it ls added that bookkeeping is not so much an end in

MhL‘elf but lt Is a mantfestatton (1acking in approxlmately one third

;o the“cases) of dlscipline In the administration of the enterprtse.

éiRecords help to guide the dtsclplined HEM toward the goals whlch he

lihas seiected
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- THE NATIONAL 'SHALL INDUSTRIES ASSOCIATION .

LBENEElrsiastbsﬂizsbiﬂvaﬁéhstnéa,?‘*Hﬁfﬁﬁ?ii

;;Hith this question one see the‘i‘

members regard the association.*{;fl””‘I

not receive benefits from the membership' ‘gtbfrequentiy

mentioned benefit concerned heip receivedlwhen applying for credit}

(32%) The remaining 62 replied that they had received benefits

B such as connections for busineSS.,mora” SUPP°'t' marketing l"foj

and technicai assistance.a lt s preciseiy these iast responsesgthatuppff

are the national objectives 0 the’.NPi;f

By region we: find that the response "assistance when appiying for |

credit!" is proportionateiy greater in the non-city centers as mentione
in .the "lnterim Report“ : The exception is Santa Barbara where credit,. {
benefits: were not ciaimed The inverse is that in the city centers |
proportionateiy fewer benefits were recognized by the members. it mayﬂ i
be that there is. greater competition for the resource;kin the cities and

that there the ANPI offices are not able to compete for the attention

in the bureaucracies and thus are not abie to serve the members 50 weli.

.ln order to understand what the members had expected from ANPI at the

time of Joining we asked them to expiain what had been promised at :

time of promotion yet not delivered lt should be mentioned in passin ”j

that this type of question elicits response#;that the interviewee beiieves

j or recaiis as being promised.' Nevert ’iess. this'recali is his opini ;
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hat which had been promised had been delievered Credit was the

most frequently atated promise which had not been kept (372 of
he'responses) Promises related to technical assistance and

ajkmarketing formed 252 of the responses, the small industry iaw

;;was cited in 132 of the replies,. and industriai park and the
;;estabiishment of a source of supply for materials each accounted
:{for 103 of the responses; and the final 5% of the responses were: :imf

fffreiated to- consortia or the commerciaiization of the products.‘

;;The question of promises not kept was foiiowedﬁby a discussion

ﬁiof promlses and services deiivered by the ANPI

{fa summary of promises kept and,not.keptgbyaregio‘i "f;iﬁt?“t&/”:“:k“



“TABLE X1V,
PERCAT o PROMISES REPT A HOT T Y R

“NOT' KEPT"
31

FTegdclgalpa 7;
;San‘Pedro Sula ;36;ﬂ

fLa Ceiba f;t ;ﬁaj
‘Santa Bérbara i?é?
»Choluteca ”Ldif ?éé?
dutiealpa 8

E1 Progreso 42

15|nigeneral with regard to promlses kept,ﬁf‘ﬁ}t:*ﬁj

f}tha' one response. More tha;:half'(522)1responsed ‘that nothing had:

,gresponse was related tofcredit._ Accordin »toa_

’“trade falrs,u etc.

iThe dlferences between reglons‘when comparing the: percentages or

‘§promlses kept and not kept 1san Important m_“ns:‘hwlyafpaﬁinéftﬁehupb
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lﬂregfons.; Jutlcalpa stands- out from the others in this regard and it
%;Is apparent that the leadershlp in this reglon was more conservatlve
i;fn thelr'promotion, yet they_dellvered proportlonately more to the
flmemhers. El Progreso seems to have deliveredfa great deal, although
the§ also did not keep many promises. When interpreting this table
,flt ls important to remember that the percentages are not related, that
is, they are not complements. It Is the percent of the responses to
ftwo,different questions - '"What promises had been made yet not kept?"
'and,"What had been promises and was deiivered?" The percentages are
stheiprOportion.of responses tofeach question.classffted into positive

“aﬁdfnegative groups.

fln general it appears that half of the members felt satfsfled with

athe credit delivered and the other half was not. As mentioned this
ivarlewayfregion. hrom the percentages we see that the members were
imore generous with responses concernfng promlses kept than wlth promlses
’x;tgkept.. Whlle there ls aeflnately a gap between the'promlses and
fthe“serwlces dellevered, it ls not so bad -a record cons!derlng ‘the
ésources avallable to the ANPI.;'*he list of promises not kept should
%be kept ln mlnd when consfdering programs to thls sector. The baslc
frequlrements of this sector apparently have been Identlfied by the
1ANtPI and are part of the goals of the associatlon. To conclude thls

sectlon lt may only befrestated that the baslc, expressed Interest

,of theamembers has been credft‘followed by marketing and technlcal
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MEETINGS, ATTENDANCE, AND THE PAYMENT OF DUES:

;rAs mentloned ln the "lnterlm Report”, the payment of dues was not

l‘remalnlng 56% sald that they dld not pay dues._ﬁ

oOn the other hand 692 stated that they?hadT ttended a meetlng durlngg

vthe last two months. One fourth of the memberslresponded that lt hadf

7been a year slnce they hafhlast attended a meetlng, and 82 could°not :

Arecall when they had last attended The frequency of the meetlnﬁ
.varled from reglon to reglon, but half of the members stated that th
meetlngs were held once a. week ll% sald once a month 182 sald rom“,h
~tlme to tlme" and 21% sald that they were not sure how frequentl’l
meetlngs were held - (thls was the same group of members who resp‘_dedi
that~they had not attended a meetlng durlng the past year, but some

;who dld not attend knew when meetlngs were held)

.‘m

‘meetlngs and the knowledge of - them to be much less. Butl;apparentlyﬁz
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ﬁthere '5 a dedicated QFOUP in each ‘of the reglons which .contine:

ﬁattend and that group would probably form the basis for any efforts
Qwhich one would undertake ln thls sector.{ ’
~fuoN-MEMBERsi'KN0wLebGE OF THE;ANFl;“

_Kln¢the course of promotion the;ANPl’members and directors:haye emploYed
’ithe'radlo, newspapers and visits ‘to encourage businessmen to affifiate‘
lthemselves with the ANPL. This is certainly an impressive f!gure. An
Vadditlonal 152 of the non-members had been members of the ANPI at one
?tlme. lt was thought that these knowledgeable non-members were from the
:smaller towns were lnterpersonal commun!cation Is greater, but the publfc

hmeans of communication appeared to have worked well In Tegucigalpa askﬁ

hwell ln as the smaller centers. The percentages presented in Table XV

TABLE XV
KNONLEDGE or THE ANP| BY REGION Percentages

i ok e
R MEMBERS
Teguclgalpa f§5fu s
5 n,Pedro Sula ‘Abif .25
LaCeiba 70 19
%?Santa Bérbara jéi?: fﬁf%{

Béj%
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The high percentages of . non-members who had been members. In ‘some of

5fmust assume that the name does not carry strongwbegatlve feelings

;whlch may be the case ln aproxlmately 592 of the caseS'o‘jno“fd _‘hﬁ;

‘ as wlll be dlscussed

It should be recalled that the non-members were ldentl‘hedﬁbyfasglnﬁﬁf

a: member lf he knew of an "E" who made a slmllar
that an ANPI member knew of the other flrm ls a blas’
may be the reason that such ‘a hlgh proportlon of the’non-members knew “

of'the~assoclatlon.

Non-members (and ex-members) were asked the reasons they had for not

reglon to reglon and for that reason theg'nformatlon ls presented

.'fs_loba!.:'»'-» |
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‘TABL55XVI

REASONS GIVEN BY. NON-MEwBERS FOR NOT BEING AFFILIATED

REASONS o PERCENT-
That the ANPI did not .do anything

for them R 2y
it is a cIosedvgronp aﬁq~ﬁo:_;p7~

be confided In 17
They have not heardfofhthe ANPII : 15
‘They had not been inVIted.or Informed . 15

(Altbough they had heard of the ANPI) -

A lack of tIme»or Interest | : ;' ' ;,Ih;n
It costs too much (dues) | A I 8

" No reason offered i '7

X}For the most part (782) those who had been members responded in the
ve;flrst category. The other 222 who had. been members responded that

"It was a eIosed group or that it cost too much to be a member. The
I“fact that ‘the second most frequent response was. that the ANPI regIonaI
«fgroup was "cIosed" is IamentabIe. Thls 1s one area that could be ,
ffcorrected by more promotlon on the part of the reglonal members. Such
*fa promotlon would aIso help provlde Informatlon to the 30% who had not,‘
5'heard of the organizatlon or. who feel that need to be Invlted and

‘fInformed.
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ANSWERS: TO A HYPOTHETICAL OUESTION

“If the ‘demand- for ‘your:
product were to double? ST e

LThls question was asked to determlne which<phases ‘of ‘the: productlon_

‘process were belng used to. capac!ty and;:;_::fi:”i:\}f"f‘ﬁ”"’"

may be bottlenecks.v

The prlnclpal problem for these. firms would be the flnancial aspect
3In_terms of worklng and fixad capltal mainly worklng capital. Fully

;7f2{said that they considered the f!nanclng of such an expansion to be o
éthe maln obstacle/?or 19% of the "Es", and the remaintng 5% were divide"i

‘between locating machinery and raw materials.' Only 52 said that they\egr

could handle double the volume wlthout dlfflcultyf;

would go to the bbnks for personal or commerclal&loans "A*smallﬂproportlonf
(52) said that they would go to frtends or famlly for the“Funds. Sav!ngs |
were clted by k% as the source that they would reach to._ lt should be

noted that these flgures are the inverse of the orl:inal.source of

capltal Thls may - Indlcate that capltal formation5is notiarcharacteristicf
‘of ‘the sector. One "E“ sald that he would go to the workers for funds and3

another said that he would mortgage property.f The remafntng 142 saud that;

3] would not be necessary to seek flnanclng because-they elther had the

’capaclty of had establlshed credit for mat rfals.-

fTo meet the lncreased labor requlrementsfflszzsald that they had the labor;

'to meet the demand"14% safd that theyA_ould meet the demand by Increaslngi
overtlme, 71% would hlre more workers. Those who would hlre more workers

-averaged an 85% Increase ln the slze of the work force.
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.;;jﬁ;té}ﬁs_ of.maohlnery: 28% said that fhéy}héq amﬁie;eGQIpmgnt_and
‘that more mould not be required, but Aoz”sa:d~th5£ they.ﬁould have
‘to double the equipment to meet the demand (whfch also meant double
- the workers). The remaining third of the firms required between 15%

and 75% more machinery with an-average increase of 50% being required.
l

Conslderfng that 87% of the men always work in the shop in a manual
capacity and that 7% work there from time to time when:needed,’we

‘asked the “Es" if their own time would be a limitation to such an
expansion. Three quarters of the "Es' replied that they‘dfd,nOt
think that their own time would be a limiting favtor. pFamily_or
people in mhlch they felt that. they could confide were;mentfoned
as a supplement for 21% of the cases; .and only ﬁz‘safd‘thaf they
were oversextended now and that expansion would be a problem In terms

of their own time.

To meet the demand of increased production the supply of materials
would be a problem for 18% of .the firms. The woodworking (ndustry

appears to have a supply problem - 33% of the carpenters stated that
they would have serlous problems purchaslng the wood. For those in
the-lron or metal worklng industrlesthe supply would be a proSIem for
172 of the firms., Thls sltuation, as mentioned in the marketing
sectlon, ls partlcularly ‘true in La Ceiba. For 21% of the shoemakers

and food processors tnputs would also be a problem.
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From these areas we fInd thet the small lndustry sector is one ln

whlch

1)

2)

3)

b

The excess capaclty ln the form of workers Is 9featf“

.conslders that 71% of the flrms would have to fncrease thelr

work force, on the average of 852 plus ISZ of the ftrms wouldf

not have to lncrease -the work force at all.- For the latter rr

group - thls indlcates ‘that they are worktng at 50% of capacity

“at the present time. For the former group they have

approXimately 15% of their capacity under utlllzed For the
14% that estimated that fncreased overtlme would absorb the
lncrease labor requirement this lndlcates thay they too are o

presently able to produce. more - but how much we. do not know.
The owners do have disposeable time and are probably as
underemployed as are their workers. :

The installed capacity Is probabley even: more . elast!c than

the presently employed work force. Thls lmplles that more
labor would be absorbed. before capital fnvestment would be

necessary to meet the Increase demand If 282 sa!d that they
could - meet the demand wlth their present machines and 32% wouldf
average a 502 lncrease to double product!on then the lnstalled>3

overcapaclty is probaaly in the order of 40+%

'The supply of lnputs is serlously llmlted in certatn Industr[esy

and" ln the case of the-wood products Industry a’ carefuy'study

of. the SUpply should be made because there Is apparently a

:merketlng problem or excluslon of the small tndustry sector on

1the part of the natlonal forestry corporatlon (COHDEFOR)
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fact that a greater proportion of carpenters (33%) has difficulty
with the supply of materials which are produced nationally than
the proportion of metal workers (27%) who have supply problems,
even though they are dependent upon foreign supp!y, indicates a
constrain upon the "E'.

Capital would be necessary in boph the fixed and working form
if the sector had to expand so rapidly. However, one should
not come to the conclusion that capital is the limiting factor.
In relation to other sectors it is not capital intensive. The
sector in general appears to have the ability to expand to meet
Increased demand. At the individual firm level there may be
some who have to increase their capacity to handle demand at
the present time, but the key to the expansion of this sector
Is not so much a flow of capital as it s the development‘gf

the agricult ector of the population so that it is capa-
Ny A T yare, Lt

ble of '"demanding'’ basic consumer goods.
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