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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 description
 

of the conditions of the small industry sector Ineach of the seven
 

regions. Also presented was a proposed otlfne for the final report
 

which differs slightly from the Index of this report because of certain
 

the
inconsistencies which we found in the in the data related to 


finanees of the firms.
 

Inthis report we have not provided a summary or conclusions for
 

policy as a separate chapter because the suggestions are numerous
 

and to take them from the context inwhich they are presented in
 

each section would render them useless because of the brevity with
 

which they would have to be stated insuch a chapter. It Is hoped
 

that the report will be made available to all working with and In
 

the small Industry sector -from the highest bureaucratic level to
 

the promoters of cooperatives and the Inspectors from the Department
 

of Labour. If these diverse Interests can ever be coordinated to
 

support the small Industry sector It will be of great assistance
 

to those inthe sector.
 

Although the report shows some negative findings concern-Ing ANPI
 

and other organizations, it Is hoped that the airing of these
 

findings will make those involved more conccious of the actual
 

conditions 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 taking risks. The risks may
 

be simply capital, but more generally they are 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.
 

Inorder to facilitate the writing of this report and to avoid reference
 

to terms such as "businessman", "businesswoman", "the Subject", "cases",
 

and so forth, we willi simply use the abbreviation "E" to stand for the
 

term "Entrepreneur" which encompasses these terms. As generally
 

expressed ineconomic texts production isa function of three terms
 

- Land, Labor and Capital, but as found in the praxis these factors
 

are not additive in effect; they are interactive. While the supply
 

of these factors may have structural inefficiencies, it is generally
 

assumed (incorrectly so) that.the market place "rationally" allocates
 

them. The above mentioned factors are accepted as being the factors
 

of production, but it is held to be true that the "E" is the fourth
 

factor of production, and this factor, working within the structural
 

constraints of his society and economy attampts to maximize the gain;.
 

by combining the other factors. The constraints brought to bear upon 

the "E" may be legal or extra-legal, bureaucractIc, Infrastructural, 

national or multinational in nature. This study concerns a sector of 

' 
the "E'ial group and Its organizational attempt in the form of The
 

National Small IndustryrAssociation (ANPI).
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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 those Interviewed
 

were women. They were predominately in the clothing field with
 

smalle, proportions working in food processing. We have not treated
 

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 years 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 business 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. Typically, 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:
 

With regard to the occupation of the "E's" father we found that most
 

were from agricultural occupatons (33% were farmers and 17% were field
 

:hands); skilled laborers.(23%); businessmen or retail sales accounted
 

:for another 12%; and the remaining 15% were employed in an array of
 

activities from military to teaching jobs. The concept of their being
 



4.
 

a group of second generation businessmen fo1lowing in'theilr father!s
 

footsteps Isnot applicable.
 

COMMUNITY OF ORIGIN OF THE ENTREPRENEUR:
 

Although there is definately a rural blase to the fathers' occupations
 

it should be noted that the majority (67%) of the "Es" were raised in
 

the town which is a municipal center ( 1% Incommon municipal 
centers
 

and 26% inmunicipal centers which are the departmental capitols). From
 

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" 'Werefrom the center studied
 

(El Progreso and Choluteca are exceptions). The majority of the "Es"
 

came.from centers outside of the center inwhich they were interviewed.
 

TABLE I
 

TYPE OF COMMUNITY OF ORIGIN BY REGION
 

REGION VILLAGE 

Tegucigalpa 4 

TOWN 

8 

MUNICIPAL 

CENTER 
35 

DEPARTMENTAL 

CENTER 
15 -" 

CAPITOL' 

35 

FOREIGN! 

San Pedro Sula 5 8 32 37 16 3 

La Ceiba 

Sta. Bfrbara 

2 

-

28 

14 

57 

29 

11 

43 

2 

14 

-

Choluteca - 12 23 58 4 

Juticalpa - 17 25 50 4 -

El Progreso 8 8 71 8 4 -

(The underlined figures are those for the type dfcbMmunity of that region)
 

San Pedro Sula and Santa Birbara are the only two centers towhich
 

migration from a "higher level" center has occurred inexcess of a.
 

few percentage points. In the case of San Pedro Sula, politically_
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classified as being "lower" than Tegucigalpa, it Iseconomically
 

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
 

Ceiba represents the opposite extreme - most of the firms have been
 

established by people from the surrounding municipalities from the
 

departments of Atlaintida, Col6n y Cortes. 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 inattracting from a wider geographical area. In the case of
 

El Progreso It should be recalled that It is very close to San Pedro
 

Sula (and hour or so by bus) and probably "looses" migrants to San
 

Pedro Sula.
 

In1970 a study of Honduran "Elites" was made by Mundigo ,_/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 Inthe two types of businessmen Is that 

35% of the "El ite" "Es" came from another country ,incomparison with 

our 2%. 

This isvery different from the men In our sample and illustrates the 

difference between the "E'ial" factor of the two scales of industry. 

1A/Mundigo, Axel I.,"Elites, Economic Development and Population 
inHonduras", The International Population Program - Dissertation 
Series, Cornell University, Ithaca, N.Y. 1972, p. 39. 



,
Itshould be pinted out that the definition of "IElite":employed by


Mundigo limited his sample to Tegucigalpa and San Pedro Sula ("Elites
 

are those personalities generally recognized by the populous inTegu

clgalpa and San Pedro Sula.") For our sample in the same two cities
 

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 studied at
 

a university and approximately 75% had studied abroad. As described

in the following section, the "Es" from our sample have very different
 

educational backgrounds.
 

EDUCATION:
 

Our sample reveals that 95% of the "Es' in the small industry sector
 

have had formal education. They averaged 5.77 years of basic education.
 

The distribution, however, was biased toward the low end of the scale.
 

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"with the
 

population ingeneral, this group is very highly prepared in terms
 

of formal education, yet in comparison with the Mundlgo sample it
 

isnot. More advanced or specialized education was not undertaken
 

by 63% of the "Es", however, 17% said thatf they had'taken technical
 

courses not related to the present product line, and an additional 20%
 

had taken technical courses related to their product.
 

Preparation in the form of apprenticeship tralnlng was an important
 

phasefor 84% of the "Es". The apprenticeship received,in 82% of
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the cases who had served as apprentices, was related to the product
 

that they are actually producing. On-the-job experience Is definately
 

the means to learning the business for this 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 priorlwork experience. It should be
 

noted,.however, that 76% of those who simply began their own business
 

had been Inan apprentice position (55% related to their present
 

product). This group distingu.ishes between apprenticeship and actual
 

employment. This, as mentioned in the "Interim Report", was found
 

among the "Es" when discussing employees - the apprentices were generally
 

not Included. Itmay 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 Labor .inistry's effort to formalize
 

apprenticeship programs iswell founded in order to put a rational
 

limit on the time that an apprentice 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
 

even though they have taken technical courses they were still required
 

to serve as apprentices. It is probable that Just the opposite Is true
 

. t'at they took technical courses after or during the apprenticeship
 

or during their work experiences. Only 15% had neither courses or
 

apprenticeship experience. While we are not able to asnwer the question
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directly because we did not study the chronology of their experiences,
 

we can offer that 64% of those who had prior work experience had taken
 

technical courses. 
 There isalso a positive relationship between
 

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 below. At the sixth grade level
 

40% of' the cases had taken technical courses, but at the second grade
 

or below the proportion was only 10%. Apprentilceship follows a similar
 

pattern  the more years of education the greater the proportion of the
 

"Es" who have served apprenticeships. This is surprising because we
 

would expect that those who had less formal education and technical
 

training would have greater proportions of their numbers receiving
 

apprenticeships. 
 For those with over six years of formal education
 

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

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

sixth grade education).
 

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

a subsititue for technical courses, technical courses are not a
 

substitute for apprenticeship and on-the-Job training.
 

PREVIOUS WORK EXPERIENCE: 

Of. those who hae oeen employed prior to the, establIshment of their firm 

80%stated that from their previous emlymn they had learned the 
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business Inwhich they were currently engaged. Of them, 91% had 

served as workers, 7% as office employees or shop formen, and the 

remaining 2% had worked as salesmen. 

Clearly work experience was an important.nrt of the preparation for 

these "Es", and it is important to consider this experience with 

regard to the problems noted inthe group interviews related to INFOP, 

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. While the 

basic concept of INFOP is sound, the application is causing apprentices 

to be turned away from job opportunities. To throw the full burden of 

training onto the State at a time when itmay not be most able to assume 

such a responsibility is a mistake, especially If the industry has been 

doing the Job. It may also be worth while to ease some of the 

restrictions presently placed on in-shop .training and to complement 

this experience with formal training supported by INFOP at the local 

level on an off-hour or shared time bas is. 

,HI GRATION: 

As mentioned in the section concerning the community,oforigin,of the 
I'E" there isa varying trend of migration from less economically 

developed centers to the centersin which the samples were taken, but 

the geographical locatlon of these "outer" ceaters has not been 

described. When this variable (Department of Origin) is taken into. 

consideration we find that the area. rom'which these'"Es" have come 

: depends upon the, reg ion- studIed 
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The regions mayfbe clasifed Into ') those-centers,:where 80+ of
 

theE'.s"i
".:Came from the same department, 2) those where appro imately
 

50came from the same department, and 3), those where 33% or less*,
 

came from the same department.
 

The first category (Santa Barbara, Jut-icalpa, and Choluteca) reprents
 

those centers which are-attractilve to other centers In the same
 

department and serve the department at its main economic and , 

administrative center. The hinterland of this type of center is
 

1imited to thesame department. The second .category"(Tegucigalpa).-

attracts from most other"regions of the country yet 52% of its small'
 

business sector isof local origin. San Pedro-Sula, La Ceiba, and
 

El Progreso are newer centers with an/ area of atfraction which
 

extends to a whole region.of the country.
 

Considering the average age, of the men,, and 'the fact that most"came 

freom non-rura I settings (that is, they had, access, to educational and 

apprenticeship experiences) sets them aside, from the majority of the 

Hondurans of their peer group. Evidently the' E"Is not a product of 

migration from the countryside to an urban Job experience. He may..move
 
from one-lower .level central' place to a higher level center, but he
 

evel t'-..b. .,. 
 er "
 

does not generally move frem.the country to the center nor from :
 

higher level places to more rural centers to establish a business.
 

The apparent basis for the development of the small industry sector
 

(other than a demand for products) isan environment inwhich work
 

experience can be gained. The development of these regiona Icenters-+
 

http:region.of


Isa process of continual division of labor by local experience and
 

training when available. Given the information concerning the rela

tion between apprenticeship, technical courses, and the origin of
 

these "Es", Itwould be useful, for the stimulation of industry and
 

services Inthese non-city centers, to provide the technical training
 

in these same centers as mentioned previously. In the group level
 

report itwas mentioned that InJutiGalpa 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 (Amature 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 trainees are not able
 

to free themselves from a "work" obligation. The apparent mix of
 

technical courses and apprenticeship should net be overlooked in this
 

regard. By the work experience a certain selection procees probably
 

takes place eliminating those who really do not have interest in a
 

given trade, but ifcourses are provide based upon availability and
 

impulse for selection the effort will probably be made on Individuals
 

ess 1likely to continue in the trade.
 

PARTICIPANTION IN SOCIAL., POLITICAL, RELIGIOUS, AND PROFESIONAL.
ORGANIZATIONS:
 

:
.:In order to determine the degree of: participation in organizations the
 

II'Ef were asked ifthey belonged to any other social, political, pro

fessional or reIigious organizatlon's In none of the four categories
 



did'more than-20% 'of-:,the busnessmen part'icpate, and only 6*belonged
 

to more than oneorganization. 
These men are clearly not "Joiners ".and
 

illustrates their individualistic.character. The organizations which
 

have attracted the most membership are the Chamber of Commerce,
 

Accountants' Society, Lawyers' Society, the Leons' Club, and Artisans'.,
 

Clubs, but together the membership inthese organizations was less than
 

15% of-the sample. Sports clubs, Clubs'oftown ofUOrigin, Women's clubs,
 

the Country Club and A-A accounted for the'remainder of the membership.
 

Only 8% stated that they belonged to a political party (5%to the Libe-,;
 

ral party and 3% to the National Party). Of the 21% who mentioned relf-,
 

gious affiliation 15% were Catholic-and the remainder were Protestants.
 

This section was presented simply to demonstrate the isolation of these
 

men from community organizations., The promotional work which must be
 

undertaken to strengthen the ANPI, at the regional and natJonal level,
 

Is considerable because, ingeneral, these .'men have not experienced nor
 

are they accustomed to the use of organizations for achieving common
 

ends. The regional leadership is an exception,,and, of coirse, would,.
 

be the basis for futurie work with this sector.
 

OPINION CONCERNING SUCCESS INBUSINESS:.
 

In astudy of all social stratas completed -inthe ear 1960's (The
 

reference, unfortunately, hasi been lost), of attitudes in San Salvador,
 

EI Salvador and San Jose, Costa Rica Itwas,&,found that'13% and 58*,
 

respectively attributed.'Luck"1 to the success that they had achieved
 

In lI fe.- "Hard work" was stated in 44., and: 2.4% of the cases and the
 

remainders -13* and 18* - gave a combination of the :two. Granted that., 
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the sample isnow over 15 years old and that the attitudes have probably
 

changed with the "modernization" of the cities 
 plus that our sample 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 II).
 

The "Es" present an 
image of a group of people who believe that their
 

efforts and the efforts of others working with them are the basis for
 

their success. The high percentage that attributed their experFence
 

and training to success supports our previous observations concerning
 

the importance of on-the-job training and apprenticeship for this.sector.
 

The proportions do not change from region to region.
 

TABLE I1
 

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

REASON 'PERCENT 

Luck Only one case 

Access to capital 3 

.Connections 5 

Having good workers 7 

Hard Work 30 

Experience and training 49 

Those who did not 'consider themselves 

to be a success 



THE ECONOMICS OF THE FIRMS
 

AN ATTEMPTTO CALCULATE A PROFIT AND LOSS STATEMENTBYINDUSTRY TYPE:
 

Throughout the interviews, in the appropriate sections of the questionnaire
 

we noted the basic Information concerning the economics of the firm. Aside
 

from.the economic state of the firm we planned to obtain information which'
 

would enable useto make statements concerning the capital/labor ratio,
 

'
inventory turnover, profit, sales/capital ratio, etc. We:based our work
 

on the assumption that because we.were: representing an organization which
 

was known to them and not related to other interests, the "EsI would

provide us with accurate information.: Itwas also explainedrthat the
 

results from this information would be returned to them !n the form of
 
a report, by Industry and region, so thatthey could .comparetheir
 

operations-with these figures. We .either failed to gai'n their'confidence%
 

of the members and non-members alike, or.they were not able to provide."
 

us with accurate information concerning sales, expenses, investmeht, etc.
 

While We did expect that some of the firms would be,operating at a,loss,
 

the Information proviidediIndicated that 62% of the firms were losing money,
 

and this isJust too great a proportion to accept. Returning for a moment
 

to the previous section one should note that only-6% considered themselves
 

not to have-been successful In buslness. For this reason, too, wc consider
 

the informatlon provided, In the financial sectIon to be invalid.; The
 

program written for the processing of this information excluded thoserwho
 

prOvided information indlcating a,loss, but to iassume that those who'did
 
not have losses were providing us with accurate information is an assumption
 



that we can not make given the general lack of confidence in the sector.
 

It Is pointless to present this data given the lack oO credibility.
 

Because of this situation we reconsidered the content of the-entire
 

In response
questionnaire, but the other questionswere categorical 


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 capital invested,
 

nor the capital/labor ratio, we can offer the source of funds for the
 

initial investment. Banking is not an exception to the general lack of
 

Institutionalized support for the sector, and, considering the small
 

principal which loans to this sector imply, it is not so attractive to
 

make loans when compared to the competition. Accordingly we find that
 

78 of the firms were begun, principally, with personal savings and that
 

41%'of the firms were:begun exclusively with personal savings.
 

Friends and family provlded funding in7% of the cases; 9% obtained
 

cbmmercial loans; 3%rmortgaged property; 2% began with credit extended
 

by suppliers (implying that they had theequipment); and 1% began with
 

advancesfrlm clIents. Although 54% had only one source of funding an
 



Important propo.rtion (32t) of the Es"did obtai ncoercial creditas 

The fact that collateral and/or counterpart fundinga secondary source. 


is required for commercial loans makes it.most reasonable to have
 

commercial loans as a secondary source rather than a primary soucce. The*
 

Importance of collateral when obtaining commercial credit is illustrated
 

by the fact that 92% of those who obtained commercial loans had "informallf
 

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

5 O1To understand the terms of capital ingreater detail 'weask 4 the "Es

the number of months for which the funds had been loaned. Half of the 

firms (51%) had credit for specified periods. Theaverage period being 

It should be noted that 46% of the loans were for periods of24 months. 


a year or less; 30% for two years; and the remaining 24% for more than

two years. We did not try to categorize these loans, but, considering
 

loans or informal loans
the high proportion of "Es" that had personal 


when obtaining commercial loans, the application for commercial loans
 

must have been for fixed capital Investment rather than working capital.
 

Interviews itwas stated that the commercial loans
In the group level 

'
 .
 were for fixed capital. The complaint was that the terms were too short
 

level the repayment
Considering the periods given at the individual 

If machinery may be paid offperiods for fixed capital aretoo short. 


in,such short periods then the return on capital must be very high, but
 

It is more probable that these relatively short term
this isdoubtful., 

loans, have.,to,.be rol led "over at the end of the period and that the overdue.
 

loans, also discussed at the group level, were probably because of an
 

formation orit was
overly optimistic project ion of 'the rate of cap ital 
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More realism
:taken,,forgranted that the loans would be rolled over. 


They sould be
.should be employed in a credit policy for this sector* 


expected to repay loans for equipment before it Isfully depreciated,
 

but they can not be expected to form capital at a rate which Isgreater
 

than the larger industry sector simply because the owners of small
 

industry are too close to basic subsistence and have a propensity to
 

consume which ismore elastic than other sectors which have a higher
 

:standard of living plus a more formal corporate structure.
 

THE TENANCY OF THE SHOP:
 

This sector is generally a renting class (64%), but 22% do own their
 

shops outright and an additional 8% are Iqthe process of paying for
 

their shops via mortgages. A small group (6%) are occupaying borrowed
 

space. Because of the problem with the economic data we can not estimate
 

Renting
the cost of rent as a proportion of-the operating expenses. 


certainly reduces the amount of initial capital required and also implies
 

in the case of
lower overhead, but capitalization Is not possible as 


those with mortgages. Policy-wise there is little to offer for the
 

Whether or.-not:it would be better to establish industrial. parks
sector. 


not be based upon the rental variable alone.
isa question,which sho6 1.d 


The proportion of "Es" which-does not have its home inthe same bullding
 

(12%) and any attempts which might
,or ajoining the shop is'very small 


-disrupt this pattern may meet with resistance because of the increased
 

costsinrent and personal Inconvenience. 'Some are presently working
 

the'group of woodworkers In El
incrowded shops, .and, others, such as 


Progreso, would welcome an Industrial park situation for their particular
 

convenience. In any case this type ,of proJectiwould have to be carefully
 

examined'in the local context.
 



THE MARKET, PLACE. 

AREA:
 

As shown In Table III, most of the "Es" considered.their market'area 

to be the municipality inwhich they were established. Some were
 

limited to local trade. Three wereestablished in.international ,
 

markets and four "Fcc" hAd what the rnnr1dArmd tn hp-the national 

market. 

TABLE III
 

MARKET AREA" BY, REGION: %OF FIRMS 

REGION LOCAL -UNICIPAL VARIOUS DEPART- VARIOUS
 
MUNICIPALITIES MENTAL
 

Tegulcigalpa 81 4 -- 8 

San Pedro Sulh) 21 55 8 -- 11 

La Ceiba 13 ~ 52 12, 6 17 

Santa Barbara 22 -33 . 22 11, 

Choluteca 23 58 4 

Juticalpa 24- 38 29 10 --

El Progreso 81, 79 4 4 4 

When asked if they had competition in their market area, Itwas interesting 

that 55%, of the responses were negative. That is,they had not perceived 

competition. Although only a small, proportion of the firms were in existance 

before the war with El Salvador we were Interested to see what Impact the
 

change in the ,market place had upon the firms'. Of those; in existance prior:
 

to :thewar 80% noted that there was greater competition prior to the war. 
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At the present time 37% of the "Es." mentioned that price was the main 

"type of competition in the market place. Another 5% responded that those 

who were capable of producing involume were their chief source of
 

competition. The remaining 3V responded that variety, speed of delivery
 

or salesmanship were the chief types of competition. The main geographical
 

source of competition was from producers Inthe'same municipality (30%);
 

the same department (5%); other departments (6%); and the remaining 4%
 

said that the competitive goods came from other countries inCentral
 

America. (Recall that only 45% admitted having competition).
 

To this point it Isdemonstrated that the members and non-members, alike,
 

are primerily producers for the centers: inwhich they are located and
 

interthe immediate hinterland. This was mentioned in the group level 


views with the regional leaders of ANPI. Some of the members mentioned
 

that their customers were generally peasants from the surrounding towns,
 

towns people, and employees of the ,bureaucracies within the municipalities.
 

TYPE OF .CUSTOMER:
 

JThe principalI type of consumer for the small i ndustry sector, is:the end 

user (60% of the case.!); retailers provide 21%: of the .market; and' 

wholesalers were cited as being the consumer for 16% of the firms. Only 

said that factories were their'customers. In ,Choluteca twothree "Es" 

firms sold their goods through a cooperative, but this means was not cited 

.by.Asother firms. shown inTable IV,those in the non-city centers were 

upon the final
more dependent .. consumer.
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TABLE IV
 

'PR'INCI*PAL"CUSTOMER BY REGION: % OF RESPONSES.
 

,REGION CONSUMER RETAILER WHOLESALER FACTORY CoOPERAT IVE
 

Tegucigalpa 33 23 2 


San Pedro Sula 37 32 29 3
 

LaCeiba,, 70'. 13 15 2
 

Santa :B, rbara 50 38 13 - -

Choluteca 77 8. 8 - 8 

Juticalpa 78 13 9 " "
 

El Prog reso 87 13 m
 

The high,percentage of retailers in Santa Balrbara as custIom:ers.is'probably''
 

due to the straw-hat business which.does not have its Volume market in the,
 

Immediate region. These manufacturers try to maintain sales directly to
 

the retailer, arid, as mentioned in the "Interim:Report"l, the "Es" travel
 

a great deal to promote their products at the retail level. Itshould be
 

noted that the generally accepted concept of the small Industryas a
 

supplier to larger scale industry (an.idea heard frequently in the ANPI
 

office and the Ministry of-Economics) is not supported by this data.
 

Small Industry at the Honduran atage.ofdevelopment Is for basic consumer
 

goods In the local market. Exports have not been developed for this
 

sector although this, is,another idea frequently heard as. the ",)olution"
 

to :increase-salIes." r:
 



TYPES OF SALE:
 

Although there isa slight variation from region to region, as shown in 

Table V, slightly more than half of the goods are sold as produced, i.e. 

without prior order. A small proportion.of the "Es" have contracts or 

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

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

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

TABLE V 

HOW PRODUCTS ARE SOLD: %.OF FIRMS BY REGIONS 

REGION AS PRODUCED MADE TO ORDER CONTRACTS. 

Tegucigalpa 50 35 15 

San Pedro Sula 63 29 8 

La Ceiba 47 51 2 

Santa Barbara 50 50 

Choluteca 69: 31, 

Juticalpa 54 42 4 

El Progreso 58 42 -

-Of those who had contracts' (8W of all interviewed) half stated that, the 

advantage of the contracts was to have a secure market demand for the
 

producl-e; a third st'jted that the chief benefit of having a-contract was
 

that the.prices'were better and Lhat collections were certain. The re

mainderof the responses indicated that other benefits were: advances for 

inputs and reduced sales effort. Inspite of the contract a tirdof those 

http:proportion.of
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who had cohtracts replied that collectionsiwerea problem. This counter 

balances the third which stated that collections werIe certain.. Nothing,
 

of great novelty has been uncovered irn this area; they are simply
 

arrangements made in the normal .course of business and success or failure'
 

depends upon.the two parties.
 

We had expected to encounter contracts with.larger firms which would

provide: technical and upply assistance, but this is not the case.
 

TERMS OF THE SALE: 

Half of the "Es" interviewed extended'credlt to theIr.'• customers In the, 

fol lowing pattern:
 

TABLE VI 

PERCENT OF FIRMS EXTENDINGICREDIT
 

PERI OD OF'CREDIT 


None 50 

15 days 18 

30 days 15
 

60 days or more 17 

Although credit was granted by half of the firms, on]y 1l ;charged for
 

extending It. The amount charged did not correspond. to the length. of 

the credit period, nor was ita hidden cost in the price of the goods.
 

because they did not change the price based upon immediate or partial
 

payment. Itappears thatthe extension of credit 'isa consumer service
 

and that the rationalization of itiis based more on confidence in the 

customer and aIneed to offer terms which are acceptable to him than on 

.acombination of confidence and costs for: offering credit, 
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TRADE FAIRS:
 

One of the ANPI efforts has been to organize fairs for the members so
 

that their products may gain wider exposure andto provide a meeting
 

with possible large buyers. Trade fairs have been held inTegucigalpa
 

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 5k% of the non-members and 24% of the members participated ina
 

fair during the last year. Inone form or another fairs have been held
 

In each region including the communityof Saba, Col6n. The primary
 

reason given for participating in the fairs was to seek sales (51% of
 

those-who attended); 24% went in search of ideas for their own products;
 

and aproximately 20% felt that they gained prestige by participating.
 

When asked If they had made sales contacts or direct sales from the effort,
 

43% said that they had not made a sale, nor had they made contacts for
 

future sales, contracts were signed by 5% of :the -members, and, additionally,
 

20% made contacts resulting infuture sales. The remaining third sold
 

products at the fair, Those that participated wore generally satisfied
 

with the results and considered itworth the effort. 
The fact that more
 

than hal of the participants accomplished one form of sales or another
 
su hen planng those fairs sbypartic
b As a
 

matter of course those incharge of the,fairs .should have a brief
 

questionnaire'for each participant at the end of 'the fa Irs to show the
 

results of the effort.and to have informationon hand for the followlng
 

year.
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The low Ieve Iof partlicipation -Inthe fairs was attributed,:: to a alack,
 

of knowledge of the faI rs on the part of the "Es", and very few (3%) 

-expressed a negative opinion of fairs in general. However, 22%lsaid 

that they simply did not have time" toparticipate which Indicates that, 

In their estimation, more' was to.be gained by continuing their daily, 

work than by making an effort to participate. The costof-mounting an 

exhibit was cited by 15% of the men as the reason for not participating 

(the special condition in San Pedro Sula, where they attempted to 

collect back dues may have Influenced this variable inthat region). 

Inthis section the'general condition of these industries Isthat they' 

depend upon the immed iate area for final consumers. Most of-the product'" 

is ,for domestic consumption or, use; The "Es" do not feel overtly, that 

Sthey have competition Inthe market place, yet some were able to identify 

advantages that other firms bad over them. 'Aspointed out Inthe 

"Interim Report", the market areas are: sma I I and not populated with citi

zens who part ic ipate:dai ly in the consumption' of manufactured goods. The 

expansion of -the small i ndustry sector w1ll depend upon the ;reforms"which 

take place in the agricultural sector which will permit.a better mix ofr
 

land with 'the presently underemployed labor., As,this. large (conservatively'
 

35 of the total population) pool of potential consumers-Is able to enter
 

..
the market'place the sector of small businesses should experience expansion
 

and better returns to those presently worklng there. This ispartIcularyr
 

true for,the non-city centers.
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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 concept 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 training promoters, sources of credit,
 

and cooperatives which would benefit from the support of additional mem

'hers. 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 cooperative. The 

most popular cooperative (44% of those who were cooperative members) was 

that of tha tailors even though they were 26% of the sample. The shoe

makers' cooperative was the second most. popular cooperative with 27% of 

ithe cooperative membership (shoemakers were 24% of the sample). It. was 

disappointing to see only one member of the Carpenter's Cooperative
 

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

1utilization of the existing cooperatives which are dedicated to Industry
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serics.
heedfiatl should, be more ewphasis on promotion for
 
these existing services. 
One suggestlon isthat the cooperatives
 
existing inthe regions be asked to present the services offered at
 

a monthly meeting of the ANPI. 
 Advertlsing for these meetIngs should
 
be widespread so that both organi ations receivebenefit from the
 

exchange.
 

There were a few members of consumer and i1credit cooperativesand the
 

expressed benefits derived from membershipin cooperatives ingeneral
 
were predominately related to the supply of 
 eralas (47"ofgthose
 

who were members replied Inthis manner.:)+ However, 19%,stated they
 
had not received any benefits from membership. Reduced prices accounted
 

for 13% of the benefits and are also,related to the supply of materials.
 

Needless to say, among members of the savings andI 
loan cooperatives
 

credit was the prime benefit.
 

Inthe area of consortia and cooperatives 'there rema nS-ea huge task, but
 

before additional work isundertaken the cooperatives,now inoperation:
 

should be studied ineach region while takin 4nto consideration the local.
 
problems of the given industries as outlined inthis survey. 
The tailors
 
cooperative, for example, provides life insurance for members just as the,,
 

Savings and Loan Federation (FACACH) isofferlng iits members. 
Each
 
cooperative should'be examined to'determine-their areas of competence and'
 

then the varlous Interest groups should bebrought together to'present
 
their alternatives. The promotionaliaspects appear :to be understressed,
 

but itmay well be thatthey are not able,to offer service's which 
 .are
 

genuinely diFerent from those offered by a commonrwholesaler or retailer.
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In that case they should put their emphasis Inother areas whichwill
 

assist the sector.
 

THE SUPPLY OF MATERIALS:
 

As mentioned in the section concerning cooperatives and consortia,
 

those who are members explained that the primary benefit was In the
 

supply of materials for the manufacturing process. in order to
 

establish the source of supply the "Es" were asked where they obtained
 

the materials. Only 1% imported the materials directly - understandably
 

so because of the small volume involved in these shops. The majority,
 

65%, bought locally; 11% had to buy outside of their town, yet within
 

the region; and 22% had to go to ahother region of the country to
 

obtainsupplies. -Table VII shows the location, by industry type, of
 

the source of materials.
 

TABLE VII
 

GEOGRAPHICAL SOURCE OF MATERIALS BY INDUSTRY: percent
 

INDUSTRY LOCAL REGIONAL OTHER REGION
 

,Wood 72 17 11
 

Clothing 62 9 29
 

Shoes 72 8 21
 

Metal 6. 9 27
 

Food, 53 20 
 13
 

:.Graphic Arts .6 17 17 

Miscelaneous 61 7 32 

* The food industry isone group that Imported directly..and in this case 
13% (only 2 cases) imported supplies. The flavoring used inthe manu
facture of candy is imported directly. 



It]should b:Eenotedlthat"with the exception'of wood productsand food 

products, if"the material is not available'locally, then most of the*" 

remainder "must be obtained in another reg.ion. The'reason being that
 
the centers studied are the prIncipal centers of the regions and the
 

materials used-in the clothing, shoe'and metal products Industrles:
 

are not to be found In the hinterlands of.these centers. They are

found inother regional centers. In the case of the wood and food
 

Industries the materials, If.not available in the immediate area of
 

the center (local) they are more probably available w thin the region, 

as ."natural". products. The exceptions are outlined below. 

If the origin of the products-is examined on a regional basis, instead 
of an industry basis, a slightly different Interpretation of the source 

of materials evolves. As shown in Table VIII the two most isolated. 

regions are also more dependent upon regional or extra-regional sources.
 

La Celba Is also an isolated,region for-certain materials wood and
 

Iron.
 

TABLE V.III 

THE SOURCE OF INPUTS BYREG ION:. percentages 

REGION LOCAL REGIONAL EXTRA+ FORE IGN 
REGIONAL 

TegUcigalpa 77,, 6 8 2 

San"Pedro Sula 87 10 3 ; 

La c6iba 531 34. 

Santa Bgrbara' 25 12 .50-

Choluteca -65 . . 35 • 

Jut icalpa 33 17 50-

El Progreso 71 1 8 
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The direct imports are specialized and not a general feature, but, as
 

ts shown inTable IX, Imported materials are used by most industries.
 

TABLE IX
 

ORIGIN OF MANUFACTURE OF MATERIALS BY INDUSTRY TYPE: percentages
 

INDUSTRY LOCAL REGIONAL EXTRA- C.A. OTHER
 
REGIONAL
 

Wood 11 33 41 2 7
 

Clothing 3 9 60 5 22
 

Shoes 8 21 49 19 2
 

Metal 9 .... 55 27
 

Food 13 33 41 13 --


Graphic Arts 33 ...... 67 

Aiscelaneous 11 14 32 21 18
 

The graphic arts Industry depends upon Imported paper for their products.
 

-Some inks are locally available. Those In the miscelaneous category use 

plastic and metal products which are also imported, and, of course, the* 

metal products industry depends upon materials which are imported. The 

paint and other.finishing-materials for the metal products, aie of 

-national origin.,
 

It has also been found that as ide from Choluteca the non-c ity centers do 

not :.have a large.proportion of f i rms respondi ng that' their material s are 



of' local origin Mostrdepend upon materials :mantifactured inthe region
 

or other regions of the country. It is surprising to see the: proportion'
 

of the firnis u.sIng Imported materials in these regions. This extra

regional and foreign source of manufactured materials is note worthy
 

considering the commonly held belief that small Industry is basically:
 

a transformation sector for local materials. The whole question of
 

dependency enters 'here, and itmay be that because of ithis problem one.
 

of the manifestations is that a classically considered Sector for the
 

transformation of primary materials is really dependent upon external
 

sources. Little can be gained from arguing that -itis not dependency
 

and, instead, isthe demonstration of the effectiveness of the Central
 

American Common Market. Honduras has been related to the CACM since
 

1969 by a series of bilateral trade agreements, This exception:to the
 

transformation concept is most notable in the shoe and clothing fields
 

where 20% have noted that imported materials predominate.,
 

TABLE X 

THE MANUFACTURING ORIGIN OF INPUTS BY REGION: percentage 

REGION LOCAL REGIONAL EXTRA- C.A. : OTHER 
REGIONAL 

Tegucigalpa 12 15 33 17 23 

San-Pedro Sula 24 18 16 29 11 

La Ceiba -- 17 70 2 11 

,santa Bgrbara -- 38 25 25 12 

-Choluteca 17 22 26 17 .17 

juticalpa .-23 -55,- 22', 

.'El Progreso 17 '- 67 16 . 



In terms of supply to the fI rms in'these regions, which do'not have
 

local sources this demonstrates the.need to.organize.services'for the
 

material Inputs inorder to insure a constant supply of materials to
 

the firms. These firms, alone, do not have-a resource base to secure
 

the supply on an individual basis.' Originally aiproportional analysis
 

of.the inputs by :industry was planned inorder to offera guideline to
 

those concerned with the small industry law, but due to the lack of
 

confidence in the data this can not be done.
 

To detemine the type of Supplier for the basic materialsthe "ESm'were
 

asked to state from whom they purchased'their principal materials. A
 

very small percentage of the firms purchased directly from the producer
 

(3); retailers were cited by 7% of those interviewed as the source of
 

supply; wholesalers were the source for 7,i9of the firms; and 15% of
 

-the firms bought from coope.ratiyes. One does not know the difference
 

in prites between suppliers, but when questioned as to ,"why they purchased
 

where they did" the responses were:
 



TABLE, XI 

'
PERCENT-OF THE REASONS FOR PURCHASING BY TYPE OF SUPPLIER 


REASON FACTORY RETAIL WHOLESALE COOPERATIVE
 

Habit, ,--2 -

Proximity. 18 2T ;5 r6
 

Prices 45 32 .951 

Service 9 5 5 10 

Quali ty 18 14 14',- 6
 

Credit -- 9 8 -

Contstant Supply 9 14 16 6
 

'MembershIp .- 22. 

Transportation Offered
 

summatlon error
 
due to rounding 99. 101 99 101.
 

As may .e seen fromthe percentages inTable Xl the price element is'
 

one of the more important reiasons for rpurchasing where .theydo. MHwever-,
 

proximity, quality,and constant supply are also importantmotivesfor'
 

purchasing where they do. The factor of membership is important to the .
 
cooperative members. These members,:are also convinced that the coop

eratives supply-them at more.economical prices. These reasons should
 

.be taken into consideration when planning a service cooperative or
 

.other organization to serve these- ndustries
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Taken gn a regional basis, Juticalpa was the most dependent upon retailers
 

for supplies (35%); Santa Barbara, Choluteca, and La Ceiba followed with
 

12%, 8% and 8% respectively. Cooperative .supply was most common inTegu

cigalpa and Choluteca (32% and 15% respectively), but there was some
 

cooperative supply InSan Pedro Sula, La Ceiba, and El Progreso (13%,
 

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

general source of supply for materials Inall regions as Indicated on
 

,jglobal basis. Ifone of the cooperatives inSan Pedro Sula or Tegu-.
 

cigalpa were to expand Its service to these non-city centers by means
 

of a mail order, but monthly or weekly dellevery to the regions, they
 

might be able to expand their membership as well as provide a needed
 

service. The regional offices of ANPI could be the basis for organizing
 

the members In the region to take advantage of this type of service or
 

to encourage the members and cooperatives to discuss their mutual
 

Interests.
 



3.4.
 

POWER USAGE MOTORS, AND"REPAIR SERVICE
 

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

labor is a theme frequently encountered in the literature concerned with
 

economic and social development. Generally it is.used as an arguement to
 

support the investment of capital in the small industry sector instead of
 

the larger scale industries and more capital intensive industries because
 

the employment generated Is greater for each unit of capita6l invested in
 

the small industry sector. The information concerning the use of power 

and motors also provides a description of the state of the Industry. In 

the case at hand, the small industry sector, the product is, -re artisan 

than seriesmade and therefore'the Information is intended to be descriptive. 

There is little serse In entering the arguement concerning capital invested 

in motors and expenses for electricity as a defense of the labor intensiveness.
 

of the sector. When one finds that there is less than a quarter of a horse

power in Installed motors inthe typical shop, the point ismade. These
 

shops are labor Intensive.
 

THE USE OF ELECTRICITY:
 

Overall, 81% of the firms had public electricity and.5% had: their own"
 
Internal combustion generators. The lack of electricty was disproportOn

ately In the tailor and shoemaker trades (47% of those who, did not have
 

electric Ity'were shoemakers and 35% were'tailors). Those carpenters who
 

did; not .have public electricity had their own'generators while the
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tailors and shoemkers did not. As will be described in the section
 

concerning motors, these two types of businesses depend upon manual
 

labor rather than electric motors for power. (Steam plants were found
 

inonly three shops - a carpenter inTegucigalpa who used wood for 

fuel, a food processing plant in San Pedro Sula which used diesel, and
 

a tailor in Choluteca who used gasoline.) By region the use of publ'ic
 

electricity varies-as shown inthe followin'g.table:
 

-TABLE XI I
 

THE USE OF PUBLIC,%AND PRIVATEELECTRICI+TY BY REGION .AND
 
THEPOSSESSION OF MOTORS: Percentages
 

REGION PUBLIC PRIVATE HAVING MOTORS
 

Tegu,:igaIpa -77 2 75
 
-
San+Pedro Sula 95 3 82
 

La Ceiba 60 4 57
 

Santa Barbara 75, 13 62
 

Choluteca 69 .,"4 62
 

Juticalpa 100 - 67
 

El -Progreso 87 21 79
 

* These plants are backup supplies for the publ'i c system :as +well as *,a 

sole source -for:some shops.
-

The use of electric motors was less common than the availability of
 

.. Motors were found in 69% of the shops, but by,,type of'
electricity. 
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Industry itvaried"from 100% of the carpenter shops to47% of the,
 

shoemakers. 52% of the tailors bad motors, and the food processors
 

had them in67% of the plants., Those in'themiscellaneous category'
 

also had motors in67% of the cases. In-tems of horsepower we found
 

only seven shops which had motors of more than one horsepower and
 

these shops, wlth the ,exception of one metal. worker, were limited
 

to-carpentry. The remainder of the motors were fractional horsepower
 

as is,typical of sewing or finishing machines found inthe taller and
 

shoe shops which do not have'Pedal powered machines. Aside from'the
 

few electric generating plants the use of Internal combustion motors
 

was not found.
 

REPAIR SERVICE FOR THE ELECTRICAL MOTORS:
 

SEach person who had an'electric motor installed was asked ifthe
 
electro-mechanical service,was available:either commercially or from
 
someone inthe shop. Sample-widel the response from 12% was that it
 

was difficult to obtain service; 58% said that they did not have
 
difficulty obtaining .service; and 30% said that someone inthe shop.
 

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

,region,the condition varies, and Indicates that Juticalpa (75%,saId
 

that service was difficult)' and Santa Birbara (50%; said service was
 

difficult) could benefit from assistance. Both centers are not near..
 

other centers,and to bring a motor to a center requires a day's journey.
 

Inthe case of Juticalpa- Ifthe shopowner didr not have an automobile,
 

a round trip Inoneday Is impossible If repairs arf' to be accomplished
 

between buses."
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t is suggested that in these two centers a person inan existing shop
 

be found.wh will be:willing to take a course, or, that a person who
 

has been using electric motors be found who.would like to diversIfy
 

his business into motor service. This is'not an easy task because
 

both types of people will-most likely have shops which cannot function
 

In theij absence. Some form of fellowship which will at least match
 

their 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 inorder to increase %he probability of his returning from 

INFO)P or other training after having been in one of the City centers. 

Also, neither of these two centers will probably offer a high volume 
of business, but ifadded to an existing business it would improve 

someone's quality of life.
 

http:found.wh


BOOKKEEPING SYSTEMS,
 

One concern of the ANPI for its planned services to7:the members is 

,assistance in the-form of training, in record keeping or an accounting
 

se.rice. With onlyafew exceptions those "Es" Interviewed showed us 

books Lhat they maintained. We did not ask to see the actual 'figures; 

we.wantcd to know the degree of formality with'which they kept the

books. (In retrospect itwas unfortunate that we did not seek-the 

actual:'figures). As shown In the followingtable, purchases and 

expenses were noted by the majority of the f-irms, 
but more formal 

books were not kept by half of those interviewed. Inventories and 

payrolls were surprisingly underkept, and the lack of a double entry

monthly summary is lamentable. For-those who id maintain records the 

use of bound books was predominant while the proportion of those who 

simply saved loose notes and receipts was minimal except 'ith regard" 

to the categories "Purchases" and "Expenses", where half of those who 

had records had them in loose form or receipts. 
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TABLE XIII
 

PERCENTAGE OF THE FIRMS HAVING BOOKS BY TYPE OF BOOK
 

TYPE NONE LOOSE RECEIPTS BOUND BOUND WITH 
PAGES BOOK GOV'T SEAL 

Sales 51 2 11 15 20 

Purchases 34 3 31 11 21 

Expenses, 33 3 32 11 21 

Daily Double. 
Entr 55 1 10 13 20 

DoubleEntry 

Monthly 68 0 2 8 22 

Inventory 62 0 2 10 25 

Payroll 54 1 -4 14 26 

in the area of bookkeeping there appears to be a fourfold typology 

of systems": 1) those who keep formal and organized books (30%); 2) 

,those who keep notes and receipts (15%); 3) those who-simply do not 

bother to keep records (29%); and 4) those who have a combination of
 

bound boOks and loose pages (26%). The necessity of record keeping
 

in a commercial enterprise is not questioned, but some of the firms
 

arernot commercial in the true sense. They are similar to subsistence 

farmers because their main objective Is to survive as a family and 

what ever can be gained by the sale of their product Is consummed. 

Of course, by the very nature of their product they do enter the 

market place to exchange for food, nevertheless, their main concern 

!isbiologcal "survival and%not the format Ion'of capital. Whether.they 
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are consuming better or worse than the month before is not changed by 

,maintaining records and'although books might be of assistance to them 

to understand.the costs of producing certain Items they can not-change
 

the number of workers because they are the workers, nor can they conslder.
 

renting less space because they are working from .their homes. They may
 

be able to change their product mix in"order to Increase their well-,
 

being, but for many there just Isnot enough demand in the market to 

keep ' them fu11y employed. It is unfortunate that we were not able to 

identify this group _by industry and region to demonstrate their exact 

plight, but the only indicators or this state were the financial
 

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 bookkeeping is more Important. In.the case of 

Juticalpa, where a member of the ANPI regional office.was prepared and
 

willing to assist those who did not have books ln .theform necessary to
 

apply for loans, the results were positive and this example may be an
 

efficient approach to teaching the other members in ite non-city centers.
 

The existence of such a cooperative member may not be found inother
 

eregions and In those cases an alternative solution will have to be found.
 

Simple, basic bookkeeping is not so compli[cated 'that anyone .who isable 

to read, write, add and s(btract (all in the sample)_ can ,not learn. to 
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employ. it, but the "cost" of learning - time and effort !,may be too 

much for some "Es". It would probably not be practIc to have an
 

accountant traveling to each region to give courses, nor isi it
 

warranted when the talent exists In the region. However, brief in
 

instructions explaining the use of records for income and expenditures,
 

plus a monthly summary, could be printed by the ANPI for distribution
 

to members. Additionally, a specific double-entry, standard, and
 

readily available form could be selected and sold to the members. As
 

part.of the membership promotion, when the initial dues are paid, the
 

instructions and a sample book could be given to those who do not have
 

a formal system. If regions express the need as a group to have
 

additional assistance then bookkeeping could be the subject of a
 

monthly meeting from time to time.
 

These Ideas are offered because it may not be possible to create a
 

nationwide program, as envisioned by the national office, for the
 

members who are in need of the assistance. 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
 

local resources the membership may become more capable of-resolving
 

mutual problems. The current tendency to wait funds from the State
 

or other agencies has just left the association wanting. As a clr.Ing
 

to this section it is added that bookkeeping is not so much an end in
 

itself, but it is a manifestation (lacking in approximately one third
 

of the cases) of discipline in the administration of the enterprise.
 

Records help to guide the disciplined "E" toward the goals which he 

has selected. 
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THE NATi ONAL SMALL INDUSTRIES ASSOCIATIiON" 

"BENEFITS 'RECOGNiZED BY MEMBERS'OF- THE ANP I: 

With :this. question one see the low* level of esteem with which the 

members regard the association. To begin, 61%:stated that they do, 
not receive benefits from the membership'. The most frequently
 

mentioned benefit concerned help received when,applying ,for credit
 

(32O%). The remaining.:6%' replied that they had received benefits
 

such as connections ,for business, moral support, market ing information, 

and technicalIassistance. It is precisely these last responses that. 
are the*:natIonai objectives of the ANPIO 

By region we find that the response "assistance when applying for 

credit" is proportionately greater in the non-city .centers as mentioned"., 

in .the "Interim Report". The exception is Santa Baorbara where credit 

benefits were not claimed. The inverse Is-that in the city centers
 

proportionately fewer benefits were recognized 'lbythe members .It may
 

be that there isgreater competition .for the resources in6 the cities an 

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

in theil66ureaucracies and thus are not able,to serve the members so well.
 

In order to understand what the: members had expected from ANPI at :the
 

time of Joining we asked them to explain what had been promised at the
 
time of promotion yet not delivered. It shouldbe mentioned in pasng 

that this type of question el icits responses that the interviewee believes 

or .recal:s, as being promised. Nevertheless, this recall is his opinion 



.,on the subject. ' During the nterviews we,noted the first two 

responses, however, only 20% offered a second response.- Half of 

the members commented that either nothlng had been promised or 

that which had been promised had been del Ievered. Credit was the 

most frequently, stated promise which had not been kept (37% of 

the responses). Promises related.'to technical assistance and
 

marketing formed 25% of the responses; the small industry law
 

was cited in 13% of the replies;, and industrial park and the
 

establishment of a source of supply for materials each accounted
 

for 10% of the responses; and the final 5% of the responses were

related to.consortia or the commercial ization of the products.
 

The question of promises not kept was f0llowedby a discussion 

of promlises and services delivered by the ANPI Table XIV contains 

a summary of promises kept and not :kept by region. 



.'TABLE XIV
 

PERCENT OF PROMI:SES KEPT AND NOT KEPT BY, REGION
 

REGION NOTKEPT KEPT 

Teguci ga l pa 31' 31 

.San,Pedro Sula. 36 50
 

,.La Ceiba 40 :52 

Santa B rbara+ 20 1none-, 

Choluteca 39 50,
 

Juticalpa 8 62 

El Progreso 42 771 

In general, With regard to promises ke o tree E gave more
 

than one response. IMore.than half (52%) responsed that nothing had
 

been promised ,-as noted above. The most popular item in terms of.' 

response was :related to credit. According to 42% of the "Es" credit 

had been p"romised and delivered. The remainder of thi responses (5) 

varied fromiisits to the Head of State (Juan ,Alberto Melgar C.); the 

small industry .1aw; trade fa irs; etc. 

The importance givento credit in these answers confirms::.the , information 

obtained In the group level interviews where Itwas clearly stated.that 

credit.was the .prime motive for the formati on of the regional offices.* 

The diferences between regions when comparing the percentages or 

promises kept and not keptis an Important'means of evaluati ng the. 
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regions. Juticalpa stands out from the others in this regard, and it
 

isapparent that the leadership inthis region was more conservative
 

in their promotion, yet they delivered proportionately more to the
 

members. El Progreso seems to have delivered a great deal, although
 

they also did not keep many promises. When interpreting this table
 

it is important to remember that the percentages are not related, that
 

is,they are not complements. It is the percent of the responses to
 

two different questions - '"What promises had been made yet not kept?"
 

and "What had been promises and was delivered?" The percentages are
 

the proportion of responses to each question classified into positive
 

and negative groups.
 

Ingeneral, itappears that half of the members felt satisfledwith
 

the'credit del ivered and the other half was not. As mentioned, this
 

varies by region. From the percentages we see that the members were
 

more generous with responses concerning promises kept.than with promises
 

not kept. While thcre is definately a gap between the promises and
 

,the ser-Ices delievered, it is not so bad a record considering the
 

sources available to the ANPI. The list of promises not kept should
 

be kept inmind whenconsidering programs to this sector. The basic
 

requirements of this sector apparently have been identified by the
 

A PI and are part of the goals ofthe association, To conclude this
 

section it may only: be restated that the.basic, expressed interest
 

of the members has been€,credit 'followed by marketingand technical
 



assistance. The sma I -1ndustry law (which will provide tax,Incentives)
 

and the Industrial.parks are next 
in the order of interest. 'Other
 

concerns related to 'maketing 
were discussled in that..section.+
 

M.EETINGS' ATTENDANCE', ANDTHE PAYMENTOF DUES:
 

As mentioned in..
the-"Interim Report", the.payment of was 'dues
oIt a
 
-Well:met obligation amon the members according to thdrs 
 of
 

the regions. 
 In general, less than half Of themembers (please recall
 

that these are members interviewed and not members as per the lists)
 

stated that they had been paying-dues to'the organiaion. 
The
 

remaining 56% said.that they did.not pay dues. 
 .
 

Oh ther other hand, 69% stated that they had attended a meeting during,
 

the last two months. One'fourth of the members responded that It had,
 

been a• year since they had last attended a meeting, and 8% could not
 

recall when they had last attended. Thefrequency of the meetings
 

varied from-region to region, but half, of the members stated that the
 

meetings were held once a 
week; t%.said once a +month;.18% said from
 

time .to time'; and 21% 
said that. they were not.sure how frequently
 

meetings were held (this was the same group of members who responded
 

that,theyrhad not attended a meeting during the past year, bUt some
 

who did.,not attend knew when meetings were held).
 

After the difficulties experlenced,wth the sampling, rocedure and
 
.the high attrition rates, we expected that the attendance at the
 

meetings and the knowledge of them to be much 
 less. But,japparently,',
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there is a ded icated group ineach of the regons whichcbntin'eS to
 

attend, and that group would probably form the-l basis fo'r any efforts
 

. which' "one woul d Undertake in this sector 

NON-MEMBERS' KNOWLEDGE OF THE ANPI:
 

In the course of promotion the ANPI members and directors have employed
 

the radio, newspapers and visits to encourage businessmen to affiliate
 

themselves with the ANPI. This is certainly an impressive figure. An
 

additional 15% of the non-members had been members of the ANPI at one
 

time. Itwas thought that these knowledgeable non-membtirs were from the
 

smaller towns were interpersonal communication Is greater, but the public
 

means of communication appeared to have worked well inTegucigalpa as
 

well inas the smaller centers. The percentages presented inTable XV
 

indicate that the size of the center Isnot an indication of promotIon.
 

TABLE XV 

KNOWLEDGE OF THE ANPI BY REGION: Percentages 

REGION HAD HEARD HAD BEEN 

.:MEMBERS 

Tegucigalpa 85--

San Pedro.Su l a 44. 25, 

La Ceiba 70 19 

Santa Barbara 67 -, 

Choluteca 75 13 

,Juticalpa 82 -

El Progreso 63 27 



The"high percentages ofnon-members who had been members In some o 

the,'regions indicates the declineof the association inthese regions,,
 

l1f it is possible to-begin to'deliver services to this sector by way 

of the ANPI the name recognition should help in the promotion. One 

must assume that the name does: not carry strong negative feel ings 

which may beithe case In aproximately 59% of. the cases of non-members 

as wil :be discussed.
 

I should be recalled that the non-members were Identified by asikng. 

a member if he, knew "of.an-"E" who made a similar product. The-fact 

that an ANPI member knew of the other firm is a biase in Itself which 

may:be the reason that such ,a high proporton of''thenon-members knew 

of the association. 

Non-members (and ex-members) were asked :the reasons they had for not 
being affiliated with the ANP The fi'sttwo categories in Table XV1 

are-prob6ablcss which we would categorize as having negative feelings
 

related,to :the name !'ANPI"., The mix of responses is not different from 

region to region and for that reason the informationis presented; 

globally. 



TABLE XVI
 

REASONS GIVEN BY NON-MEMBERS FOR NOT BEING AFFILIATED
 

REASONS PERCENT.
 

That the ANPI did not do anything
 

for them 24
 

It isa closed group and not to
 

be confided in 17
 

They have not heard of.the ANPI 15
 

They had not been invited or informed . 15
 

(Aitbough they had heard of the ANPI)
 

A lack of time or Interest 14
 

Itcosts too much (dues) *8
 

No reason offered 
 7
 

For the most part (78%) those Who had been members responded in the
 

first category. The other 22% who had been members responded that
 

itwas a closed group or that it cost too much to be a member. The
 

fact that the second most frequent response was that the ANPI regional
 

group was "closed" is lamentable. This Is one area that couldbe
 

corrected by more promotion on the part of the reglonal members. Such
 

a promotion would also help provide Information to the 30% who had not
 

heard of the organization or who feel that need to be invited and
 

-

informed.
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ANSWERS TO A HYPOTHETICAL QUESTI'ON:l If the demand for-your:
 
product were to double?
 

.This question was asked to determineWhch ' ases of the: pructi On
 

process were being used t.c ity,and to determine those areas -which
 

my be,,bottlenecks'.
 

The principal problem for these firms would be'the financial aspect
 
In tems of working and fiXed capital, mainly working capital. Fully
 

71% sald that they considered the financing of such an expansion to be :.:m)
 
the min obstacl/for 19% of the "Es", and the remaining 5% were divided%
 

between locating machinery and raw materials. Only 5% said that they
 

could handle double the.volumewithout difficulty.,
 

When asked how they would finance such an expansion 75% sailthat they
 

would go to the bbnks for personal or commercial loans. A small proportion
 

(5%) said that .they wouId go to"friends or family for the funds. Savings
 

werec.ited by .4%,as the source that they would reach to. It should be
 

noted that these figures are the inverse ofthe.,original source of
 

capital. This may indicate that capital formation is not'; characteristic 

of the sector.' One ."Ell: said that he would go to the workers forfunds and 

another said that he-would mortgage property. The remaining 14% said that 

U would not:be necessary to seek financing because they elther had the 

capacity of had established credit for materials. 

Tolmeet the increased labor requirements: 15% said that they had the labor' 

to.melet the demand; 14% Said that'they could meet the-demand by .increasing
 

overtime;. 71% would .hIre more workers. Those who would hire more workers""
 

averaged an.85% increase in'the size of the work force.
 



In terms of machinery: 28% said that they.had ample equipment and
 

that more would not be required, but 40% said that they would have
 

to double the equipment to meet the demand (which also meant double
 

the workers). The remaining third of the firms required between 15%
 

and 75% more machinery with ahvaverage increase of 50% being required.
 

Considering 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'did not
 

think that their own time would be a limiting favtor. .Family or
 

people inwhich they felt that they could confide were mentioned
 

as a supplement for 21% of the cases; and only.4%said that 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 industry
 

appears to have a supply problem - 33% of the carpenters stated that
 

they would have serious problems purchasing the wood. For those in
 

,the iron or metal working industries the supply would be a problem for
 

17% of the firms. This situation, as mentioned in the marketing
 

section, isparticularly true in La Ceiba. For 21% of the shoemakers
 

and food processors inputs would also be a problem.
 



From'ithese areas we i dthat, the small industry sector isone.in 

which:
 

1) 	 The excess capacity In the form of workersJis great ifone
 
considers that 71%7,of, the fIrmas would have to increase their
 

work force, on the average-of 85%; plus 15%Of the fIrms would 

not have to Increase the work force at all. For the latter 

group this Indicates that they are working at r150% of capacity 

at the,present time. For the former group they have 
approximately 15% of their capacity under utilized. For the
 

14% that estimated that increased overtime would absorb the 

increase labor requirement this indicates thay they too'are 

presently able to produce more - but how much we do not know. 
2) 	The owners do have disposeable time and are probably as
 

underemployed as are their workers.
 

3) 	 The installed capacity is probabley even moreelastic than 
the presently employed work force. This 'imprliesIthat more 

labor would be absorbed before capital •investment wouid be: 

necessary to meet the increase demand. If 28% said that they
 

could meet the demandWlth their present machines and 32% would
 
average'a 50% Increase to double production then the installed"
 

overcapacity is probably in the order of 404.
 

4) 	The supply of Inputs is seriouslyrlimited incertain industries 

and in the case of the.wood products industry a careful study 

of the supply should bemadebecause there, is apparently a 

merketing.problem or exclusion of the :small industry sector on 

the part of the national forestry corporation (COHDEFOR). The
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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 supply, indicates a
 

constrain upon the "E".
 

5) Capital would be necessary in both 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.
 

Inrelation to other sectors it is not capital intensive. The
 

sector ingeneral 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
 

isnot so much a flow of capital as it is the development of
 

the agricutitgra4.ctor of the population so that it is capa

ble of "demanding" basic consumer goods.
 


