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Preface

“This report (s one of a l‘rles emanating from the joint Oklahowma
State Unlversity - Colorado State University cooperative agreements on
Small Faroer Credit with the ..gency for Intermational Development. The
overall objective of the project was to carry out small farm data collec-
tion analysis activitifes to improve credit use. The specific objectives
of the cooperative effort betweea the two Universities and the agricultural
developrent banks in Honduras and the Donmin{can Republic are to: (a)
develop data collection and analysis approaches for use by credit {nstitu-
tions; (b) test these approaches in developing countries; and, (c) disseminate
the results,

The approach envisfoned and icplecernted was to evaluate alternative
methodologics fcr farn level data collectfon and fa:m managecent analyses.
These steps led to recorrendations for fcproving credit allocation to
small farrers in developing countries. Another rajor part of the project
{nvelved training of counterpart personnel and Bank loan personnel in
credit policies and farc ranagerent approaches for solving srmall farmer
credic problecs,

The in-field phase of the project began in Honduras with the Banco
Nacional de Forenio, now the Banco Xacional Jde Desarrosllo Agricola (BANADESA),
on July 1, 1978, and in the Dorinican Republic with the Banco Agriccla on
July 1, 1979. Dr. Lore. Parks, faculty -ecber in the Departrent of Agricultural
Econonics at Oklahoma State University (OSU), was the flela staff professional
in llonduras for two vears. "r. Ton Dickey, faculty mezber {n the Department
of Econonics at Culorado State University (CSU), s the field staff profes-
sional in the Nominican Republic.

The OSU part of .his three year cooperative project was funded by AID

under Cooperative Agreecent AlD/ta-CA-1, Project No. 931-1134-02, Basic



Helo;andu- of Agreement No. AID/ta-BMA-2; CSU operated under AID/ta-Ca-3

and AID/ta~BMA-6. The Credit Project began in 1977.

Dr. William Merrill, former chief of the Economics and Sector Planning
Divisfon, Burecau of Development Support, Agriculture, AlID, provided early
encouragerent and leadership {n implementing this proiect; Ms. Anne Crace-
Ferguson, Agricultural Econonmfst in ESP/DSB/AGR/AID helped develop the
contractual agreerents; and, Mr. Erhard Rupprecht and Ms. Karen Wi¢ se,

AID served as project managers and provided guidance and suoport .uring
the past three years. Many in-country AID personnel provided suggestions
and support for the pProject. Strong suprort of all AID personnel is
greatly appreciated. Special recognition {s due Mr. Rend Cruz, President
of the Banco Nacional de Fozento 1in Honduras, Mr. Roberto Valladares,
Vice-President of BNF and BANADESA, and Mr. Alfonso Bonilla, forcer head
of the Technical Division where the 0OsU pProject was located. Honduran

conterparts on the pProject were Reynerio Barahona, Ricardo Arfas and

Rolando Medrano.

Faculty involved in the cooperative agreement, included Ja=es Osborn,

Odell Walker, Harr, Mapp, Michael Hardin, and Joe Willfams of the osU

faculty, and Kenneth Nobe of the csY faculty. Ip addition, . p. Longwell,

CSU Graduate Research Assistant was stationed {n the Doninican Republic,

and Kurt Rockeran, osr Research Associate, wasg statfioned in Honduras.

Ronald Tinnerneier

CSU Project Coordinator, and Daniel D. Badger
Jverall Project Coordirator OSU Project Coordinator
Small Farmer Credit Project Snall Farzer Credit Project

i1
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ENTERPRISE 3UDGETS: A MULTIPLE USE DATA BASE
FOR AGRICULTURAL 3ANKS IN DEVELOPING COUNTRIES

INTROJUCT TON

AN enterprise dudget is 3 sfatement of the particular set of hvsical
4 > P .

ve,

f{ed juantity
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and Fiaancial produczion inputs required Iy obtain a spe
of production. Iz also includes the exXpected revenues and expenses «.550C-
fated w1th production of a particular sroduce. £nterprise tudgets fo

<rop and Lo fasic iafcrTation roquirtred f.r
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<3001 e analvise, such 13 escimation of a far—er's lsan repavzent Japacity,

fefermination of fasn flow, estisation of che newd for Sorrowed canital
over time, and letarminazton 27 the -ost frofizable ‘avestzents in nro-
duction capasity and ilzernative tecnnolagles.  Aithough nct eaphas:red
in this reporz, eunterprise budzets have T4i07T uses in more aggregate
INLVS S 3UCD 18 10T policy and ceveloprment ITURTATS.

Internrisce dudiets play an important role in institutions trac Zinance

agricuitural nroduction. 3oth the lender and the borrower fneed 4n ex ante
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C3T3 and returns %O ‘ustiiv the planned acziviey
and the Jinancial transaction. The cending .astitution zenerallv has a
standard “udges for each poaduction enterprise which {s coapared to rhe
client's actual estimated badger. In this =anner a judgment can be zade
as to wnether the client's production techniques, costs and returns are

reasonable conpared to the standard.
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The principal focus of this report i{s the development and use of
standard enterprise budgets in an agricultural bank. Although the
emphasis ix on the use of budgets in loan evaluation, additional uses
far= analvsis and training programs are discussed. The

Sucth as whole

methodclogies and applications cf enterprise budgets were des:gned for

before descriting the new enterprise budreting svster des{gnad for

the Bank, 1t is useful -0 describe the SVStex that existed prior. Iden-

tiffear - Y rricr srnle=c oanc teoanical feflicient s clavnd on itrortane
role in the design of the new svster,

THE PREVIOUS ENTIRPRICE BUDGET SveTrw

The Agricultural Develonmes: Bark in Honduras (referred to herein as

vpper limits on

Il

the Banr) nad previeus:v used enterprise budgets 1o se
the amcunts 0f manev loaned per ulit of land. An administrative procedure
required the Joarn flicae =g nrerare ar estisate of ~raduction coste,
enternrise v oenterecrise, for each loar arrlicant by =eans of & personal
interview., Tnic reocedure helped establish the client's tecnnfcal farming
Knowledpe 1n addition to providing ar c¢stimave of enterprise cests and
returns.  Tne Lanr would po:t finance preducticn costs per unis ¢f land in
excess of the stanaard budge: liri: either by erterprisc or in total for
tne fare, but a conlincency allowance of 10L could He added to the to:zal
lean amount autnorized. an exarple of the previous budget format 1is shown

in Table ].
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TABLE I: OLD STANDARD AUDGET FOR ONE MANZANA OF BEANSA,
High Technology Level

Soil Praparacicn Lé irasb)
loving 40
Disking 20

ruleivacion Practices

Seeding and ‘ertilizing 2]
Cultivating 36
Fuomdigatiag ]
Hi"veszing and transportation expenses 5J
Marerials
Iaproved sewd 36
Ferzilizer (2 quiatzals) 40
ins czicides and fungicides 30
Continzencies 15
Direct Costs 296
Interest on loan (11%) 17
Adminiitration expenses 15
Trntal 328

a . A
)Estxna:ed production * 20 quintals, and estirated gross revenue

{s 20 guintais x L. 24.00/qq = L. 430.00

) . .
b‘One Lerpira = 35,30 US



In practice there vere problems, discrepancies and defic encies in

this system, soze of which are sum=arfzed ‘u the followiru.

1. stalcard sudgels were not svnthesized according to
unv unifcrs —ethodclogw. Sometimes they simply
represented the best guess cf an agronomist, some-
tizes :chev were recozmeaded production practices
obtained froz other governmen: agencies, sodetimes
they were the result of ad hoc Iarmer surveys, and
usually they were cumbinations of all the annve.

2 Standard budgets excluied fixed costs such as interest
on investzent or depreciation, and excluded some vari-
able cests such as eguipsent =aintenance.

allv, onlw -~ne standari budget was prepared for
sv ignoring the difterences
s ané input costs. Sl.andard
ed or. the highest praduction
sc that the lizit would be high
3 nis resulted in unreasonably
izations ané precluded use of the
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6. There were

n. standard budgets fcor livestor« or live-
stoch P :

7. Since the dicpets were nelther representative nor
complete, every tirca special study or project nad to
be done the Dank personal had tc gc to the field to
esticate new budgets.
Some of the items describad were 'problems” onlyv in the sense that

Bank procedures were not followed. For example, detailed elaboration

of each client's production activities and costs is inefficient.
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Loan evali:ation would be more efficiant if a good set of standard budgets
vere used as a reference in liew oI individual clien: budgets. Lack of a
budget svnthesis methodology and exclusion of fixed costs were not per-
ceived as pro.iems bhv the Bank, but are laportant for achieving caparabilicy
azon, hudies and providing Fara Management Training to loan officers.

AfZer assessing the proolems and technical deficiencies in The zxisting
svstem, zhe Bank's needs, and the tecnnical leve! of Bank persannel, the
foliowing obiectives and performance criteria associared with 3 new svsten

wer? establisnhed.

THE NEW CRCP 3UDGETING SYSTEM

Objeclives

-
L

he obiectives of the budieting 3ystem designed for the National
Agrisuitural Zewvelopnent Bank are:

1. Provide iniorzacion Zor loan eval avion, including estimaction

of cradit needs for each enternrise ane the whale turm, esrfé-
matfon of loan repavrent capacity, determinatior of The timing
of credit Jelivery and repayments, and {dentification of the

[}

d
aanagerial and sechnical levels of the client;

2. Provide iaformazion for traihing oank perscnnel in che loan
evaluation topics menricned in (1), and For analwsis of ‘avest-
ments in production inputs such as fertilizer, irrigation systems,
and machinery;

J. Pr- ide i{nformazion wnich can bHe used zo analvze credit policies,
£ owinoand sureieal of the farm fim, and the profitabiliey of

al sicarcowe areas zion technologies.

Performance lriteria

Ce performance criteria establisned for the anterprise budgeting

svstem ar«:



1. The methodology used to synth*eire s"andarc budgets must be
simple enough fer Bank personne! fo understand and use,

2. The methodology must vield rcsonably sccurate, complete and
reproducible results at low cest,

3. The budget processing mechanism nust be rapid and flexible.
sudpet Regions

Due to the grea: diversity in ecology, production technology and
productior costs in Honduras it was necessary to establish regional
categories for crop budpets. The country was divided into 13 regions
rexcluding the castern state of Gracias a Dios) accerding to ecologi:zal
home fencity and service areac of Bank branch offices. The arcas are
Yieted in Tarle I, and the locations of the principal vallevs {n the

1

Various repions are shown in Figure !, Even this level of regionalization

s inadequate o cover the diversity of microclimates found {n Honduras.

b

but fucrtner partitionin, would he rore difficult and costlv tc manage.

: .

Waen signifizant i crences in Vie

boe

ds, practices cor costs are fcund within

A repion, additional budpess can be s-nthesized te handle ther.

(29
".y

hucgess are 2o e Trepare cr all crops f.nanced b the Lank. One
budpel Der crop per reyion is usuallv ‘nadecuate becaure preoduction tech-

nology 16 niiny diverse, ranging ‘ror the nost rudimentary hillside

agricullure ¢ modern, sechanbised production. Due to insufficient data,
hovever, the cifects o Jdifferences in input qualitv and quantity on crop

vields arony farms could not be established with precisiorn. Furtheimore,

.o,

a spectiiic set of inpuls often results in very di{ferent cron vields because
of uncontrolied locational variables such as s0il ard rainfall. For these

reasons the budgets are not classified accordiug to the leve! ¢ ¢ production

technologv--{.e¢., fror the {input side. Instead, budgets are classified


http:speci.ic

TABLe 2: GLOGRAFHIC REGIONS YOR PREPLRATION OF CROP BUDGETS in Honduras

Region
No. Branch 2% ¢ices Principal “allevs
1 San Pedro sula Sula, Quimiscdn, Naco, Cuvazel
Puerta Corzd. Santa Cruz Je Yo'loa
El Progresa
2 Tela and La Ceida Lean, Papaloteca. Masica, Tela
i) Olanchizta Olanchito (Medis and Alzs Agudn)
4 Tocoa Bajo Agudn
b) Marcaia ant Canasca La Fsperarza, YMa--gpuara
6 Coravagua and Minas de Oro Comavayud, Sesus Je Jdtero, Tauiabe
7 Tepurtygalpa S{ria, Talanca, Suaimaca, San Juan de Flores,
Zarmorano
3 Dan.!{ and 7. Paraiso Jasastrdin, I Paraiso
9 Jutic. "pa a.d Zazacanas Guavape, Lerazuare, Jutizalra, Telica, .acgalta
Patuca, salamd, Paulava
19 Sta Rosa de Copdn and Sonseri La Urin, L Enireda, Tloride,
Costayiva . Covqudn, 70 Jaralse
11 Cheluzeca and Nacaow Choluteca, Nacaome, Pesnive, San Marcos de
Coldn
.
12 Santa 3arbary and San Lufs Saata 3.rdara
13 Yoro lecompa
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according to rield
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{nputs are represen

sevel

vield

seleczed crops

Tleld categor:
3ank loan 2fficers

per unit of land--f.e., from the outprt side. The
tative of those used tv farmers to achi‘'ve the given

wow, mediun, and high vield categories for

shown in Table 3.
es w2re sudbiactively determined in a meeting with

agronomisis) 13 regions. The cateyories
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TABLT 3 vrivin ATEGIRIES FoR crnizeTep CEOPS 1IN HONDURAS €

‘Quintals per ranzana)

Croo Low Mediur High

Corn < 30 30-1.0 > 60

Tive <13 15-30 > 30
Imrroved <3N 3 -60 >60

Scans <12 12-25 > 25

Pice
rrizated <50 50-80 >80
orviand < 30 20-60 >60

©

FPropriate vield within the
exarmple, 30, 45, and 60 nmight
ow, medium and algh, respec-

alleariv, the Pudiel user muset seiect an
forv {f h: wants oo eetimale receipts. To
sed Iorozern as Tepresentative vields for

bt oy
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represents a3 situation unique to his farm, the loan officer omits that
particular farmer {roa the sanple and {nterviews another.

Each farmer interviewed also rzports input prices for labor,
contracted services ani ratertals. Thege r2ported prices are verified

fioa of input prices {l]. Since tnput
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Lo compute the average of prices tznorted bv the {iva ‘armers.

Fiked costs and variable ¢28Ts rot othervise :oversd under thae sate-

gories "laror, sontractid services and materials” are desiznated "ocher

us22 I0r varitadle ianuts, and - 0) OWNersiip custs of eguisTent,
interes: on dterating canical is calculited assuning that zhe

pracucer =ust oove all the aperatiae Japital reguired Jor a Ziven month

o the Zirst dav af tnat —onch. -Aterast 5 accunulated unizl harvest,

At wnicn Ti=2 the product {5 3s<u=ed oo he sola,

investzent capital, derreciation
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inferviews. The loan rficer cerertines Iror the iaterviaws which prac-
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practices imolve “irir: oinis-ent. For example, 3

. 3 C ey DA B ~e .
G0 The Lanastran vreaV I0NtracTs

3

TITANG ve s meglyuTeLere )l e

o

Plowing and ces ret awn suilocks or 4 tractor. He -~wns a1 dackpack insec-
ticide soraver for whaled e ts charred depreciaticn, incerest and =2ain-

tenance.  Spraver dwnership ©0Sts dare estizated using the loan vfficer's

knowiedge and the information he obtains froa: the farcers. Assuptions
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are made with respect tn the type and cost of equipnent, length of useful
life, scrap value and other parameters. Assutptions and estimates are
made following accepted farm management techniques. A detailed exanple
of calculations appears in Appendix A.

budget Foresat

The cros hudget format has seven principal sections--labor, contracted

services, materials, other costs, total cost, detailed other ccsts, and

profitarility analvsis. Table & is a Spanish language example cf the

compurer printeut, and Table 3 is an English version of another budget.

The first five sections almost alwavs fit on one side of a page when com-

o

puter-printed, ard the last twe sections alwavs appear on the back of the

page.  The budget heading and subsequent sections are described ‘n order.
The buiget aurber s o five digit code. The :irst rwe digits iden-

tify the region, Tac second wo identifv the crop, and the last identifies

the vield catepery  low, ~ediunm, high). The code kev is in Table 6.

2]

The budget title indicates the crop, vield levei, expected average

3

vield for one manzana land, region, name ¢f the loan oificer who pre-~

pared the bucrel andé tne Jdate of corpletion.

The labor section. his section begins with a footnote indicating

.

the number o7 hours in & man-dav in the region. A =an-dav varies froz
four o eipht houre< a dav depending on the region. EZach farzing activity

egical order, with the month irn which it occurs .

ve
n
»

'

H
re
=
m
ve
ba
)
b 3
il
Q
o]
[p]
bae

incdicated in the left column. ALl labor required tec perform a particular
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TABLE 4: EXAMPLE OF A NEW CROP ENTERPRISE BUDGET

. BANCC N2CICNAL CE TESARACLLO AGRICCL:
PLAN CE IAVERSICN NC. 08J2)

RUBFRC=- FRIJCL BAJC MAI2 RENC BPAJC !3GC/NT

REG!CN=- CANL! SL meralceC HOJMANZANAS

PREPARLCC PCR~- JOSE RCRERTC SIEARARA ——oee

TOTAL Ls- COSTO  CCSTC

MANC CZ 00R3 ~JCRNALES A UMNIDe. UNIDe. TCTAL PRCYECTC

......... k- e e ‘---—-----—----D--—-—------—------—-‘-----‘--.—qg‘..

AGT CHAF A 1.5 250 €e2S

ACARRED] CT2& 2CvLA 6e2 2.50 21470

AWT AFRLIJACICN CE KERDICICAS 248 2.560 7.09

SEPY CCZ0L 2 Y CESHCUE CEL wAL2 3e8 JeS520 12295

SEFT <Ifeiql A 28I CN 6.7 .53 23.3%

CCT APLIZaCIIN [NSECTICITAS Te2 2e5¢ cS5.2C

QCT L2 LIvEer: CCii AZALCN Be2 deS3 2B8e77%

NCV 22 Liws3rs {3n0 A2RICN 7el 2.5C 284,25

NCVY ADLIZACICN INSEZTICICA le8 257 6.3¢C

DIC 2R32*C1A Te2 ZeEC 25.20

01I1C ~PO"RZEC Se0 €00 3CeCO

DIC ACA=RSEC Ged 3s5¢C 1e4C

OTKCE <EVICICS CCLTRATACCS

AGTY ACARSEC CE aAGuas sUEYES Coe2 12.CC 3.C0

DIC ACZRREZ BUZYXES CeS 1202 6.CC

MATER LTS

ACT HEIRZICICA 2«0 LT 13,50 cGeCC

AGCT FHEARSICZI(T A 22 LT Ce€ES 11.22

SEST SoNILL: CRICLLA SELECCICM GCe0 LE Cedl 24,20

CCT I8ST2Tr1CIzA 2S¢ LE CeEC 2C.CL

MOV o 1nSeCTICICA 12.0 C2Z cell 2Se80

SUE-TZ1Aa 33C.17¢

CTRO0S C2STaS

INYENZCOZS SCESE CaPITAL ANURL CE INVERSICN 12X 10.61

CE FPFCFIZCAZES- INTESZCS=s 2% Q4036
DEFSZClaC{ON 13.05
MANTEZNIDIZENTC 6622

CCSTC T1Q0TAL CE PROCUZZICAN 365.C5



LABLF &:  (CONTINVED)

EANCO MACICNAL CE CES &R

FRIJOL E2u0

RUBRD - ®vi12

REGICh- CaNngl gL FARALISOD

PLRECARELLLC FOR- JCLZ RCEER

COSTDS CE PROPIEC 2DES T
INFCRMACTION INICT AL

ECLI#~D¢

l’:(r -L'.

SALCT. =& -

Cihlina -¢ rv2o

cosTC HUALIZ22C0S

—rcm e cccc - ———- T

ECLIFCS INTER

MOCHIL -~ 13ecC

SACQOE =-s- 0e54
ERCE =4 12 l1€.€EC

TOIALZIS PCR MANKZANA

ALSLIZIC 0E SENTAGILICY

INGRZSO EBRUTC

INGRESO NETO o

INGREET XNETS o

PRECIC NICISARIC Bars CLE

PRECIC WETESARIZ PASL CuUE

L] INCFITn BRUTD MENCS CO

®¢ INGFREXT BRUTC MENCS COQ

ROLLC AGRICOLA

PLAN CE INVERSICN NCe 0802)
ENC 2A4C 12CC/¥2
TC <l1:RRA
ALL2DOS
NO. CCSTO VALCR VICA M2/
UNIC INICIAL RES!CUAL UTIL ARO
1eC 21%.0¢ xc.co 2.0 AR 6Ce2
1.0 Se” CeC2 €¢U0 AR «2
1.0 2S6e35 0.00 el AR 4e.C
CT ALE S S pcr MANZAMNA
CERPREC WMANTEN INTER c=pn=c FANTEN
102.C¢C €eCC Ce22 167 OeCE
4.5C Ce0C 0e54 &e5D CeCC
S7e5C 25.00 4e29 EeEE 625
Lo GE 12.CS €433
CEL RUEBRQC
PRECIO ©0SIBLE £SPERacO
D o e et e e > = > > S = - - L3 N R, xNGRESo
BAJC VEDIO ALTC CLIENTE
32.00 43,52 S€.00
384,070 SZ2.CC €5C.C0C
53.90 1S1.GC 225.9C
1556 157.5¢ 295,56
RIR CCSTYCS VARTABLES 27.51
S1R CCSTCS TCTALES 30e37
STOS VAR IAELES ’
£T0 T1CTAL
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TAELE 5:

BANCO XACIONAL DE DESARR
.

L T oy vy

ENTERPRISI 3wCI3IT

Tocal
Units

EXAMPLE OF A NEW ENTERPRISE SUDGET (IN ENGLISH)

OLLO AGRICOLA
11043

/

Unir

Costs
Total

r—

) s g b)) P
.

O~ Don

3.co
j.ocC
3.00
1.40
2.20
1.00

34.80
6.00
34.80
1.96
4.84%

1.00

on 000

39.00
12.00
7.50
7.5C
3.75

30.00
58.00
7.5C
7.50
187.50

= NNV
* s .

QO me OO0

qq
qq
qq
qq
qq
qq

lb

42.00
23.50
23.50
32.3

J0.0C9O
30.30

25.06

Enterprise: Rice, dryland, Mecinm o1
Region: Choluteca

Prepared by: Cllezenze feraz Cruz, 9/
Libor (zan-31:-3) a/

Jun clear Hruesh

Jul seed/Tartilizer

Aug weed

Aug Avpiy fertilizer

Aug Loply fungicide and herticide
Oct Protect crop frez birds

Jdther contrazted sarrizas

Jun plow (1 tiz2)

Jun Dise {4 tizmes)

Aug Apriv ferdicide

Aug Lopl unricide

Ocet Ceombine haTvesier

Materials

Jun Se«d

Jun Tersilizer (fcrzula)

Jun Urea

Jun tlerbizide Staa LV-10

Jun Sintarex

Jun Lannate

Jun Jenlian

Sub To:zal
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TABLE 5 (continued)

ENTERPRISE DJUDGET NO.

Other Costs

11043 (continued)

Interes: on annua

O-nership cores:

. operating canpizal (12%
Interes: on invescaent (12%)
Depreciation
Maintcenance

23.35
11.64
38.07

4.02

Tetal produeticn cost’zznzan: 758,77
a  Man=-dzv = t hours

" Fixed cos: per quintal

- Fixed cost per =anzana

Detiiled Tovviris T -ec

Imitinl inf rmation

Yo. Infeial Scrap  Usefu! Manzarnas/
Fouvinnent vnits Cos: Value Life Year
Backpachk spratcer 1.0 225.¢C 15.00 2.v vears 120.v
Sacis (33 1.0 60.C 0.C2 2.0 vears 1.0
Fence (- zanzanzs 1.0 480.0 %5.00 15.0 years 4.0
Annual ized Costs
Totals Per Manzan

fouiz=ent Inter Decre: VMezin: inter Desrec Maint
Bacriate crraver ol 193,00 3.00 0.12 0.87 0.02
Sacwns (Z:° 3.5 3.CC G.00 3.60 30.65 0.00
‘fence (L =zncanas) 31.68 28.80 16.00 7.92 7.20 <.00

Totals per zanzana
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TABLE § (continued)

Profitab{lizv Analvsis

Possible price per unit
clifent's
low ned{un 1ieh incore
17.C0 20.00 22.00
Gross Ravenue 250.00 !200.00 !100.00
. A - - , e —
wet Inzcued 170.35 320. 33 %26.00
Yet Incoze® G1.27 241,27 341,27
Price necessary 0 cover wariable csoscs 13.59
Prize necessary 22 cover o1l coscs 15.17
CCross rovenue —inus variadie eoscs
" Toss Tevenue Tines total ~ose
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TABLE 6: CROF 3UDGET CONES FOR THE NEW BUDGETING SYSTEM
CGrains Fruit Crops
Cl1 Corn 41 Orange
02 Beans 42 Grapefruit
03 Sorghun 43 Tangerine
4 Rice 44 Lezon
03 Sovbeans 45 Lire
06 Sesaae 46 Haugo
07 Wheat: 47 Avocadc
0s 48 Cashew
09 Corn and Beans 49 Papaya
10 Corn and Sorghu= 50 Banana - Plantain
51 Pineapple
52 Cocoa
Vepetatble Croos 53
11 To~ato LYA
12 Potzzo 55
il Onion
14 Cabbage
15 Yucca Yield Code
16 Cucucber l - Low Yieid
17 Cantaloupe 2 - Interczedizze Yield
16 wWaz.roelon 3 - High Yield
19 Peppers 4 -
28 5 - Irrigated
22 6 -
22 7 -
23 8 -
24 9 - Establishzen
25
6
27
2¢€
26
30
Specialsv Crops
31 Coctton
32 Coifec
33 Sugar Cane
4 Tebacco
35 Caszor 3ean
36 African Paln
37
38
39

40
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task {3 listed regarless of whether it ¢ fantly or “ired labor.! An
exception {s laror that accompanies cerzain contracted services such as
tractor plowiag, 1n which case tne equipnent owner provides the driver.
The column heading "total unidades” is for the ohysical {nput-output

By Lew., Uhe numver of nan-davs required to perforn a certain

€,
[
r
e
v,
o
¢
»e
[
-
=
r

task on ote mansana 37 land.

The solurn neading "Lluntdad’ s the cost per unit of {aput expressed
in HenduTan currency lesmpira), where LILDD = US 30.350. "Casto Total" (s
the total :ost oer muanzana {or the activity mantioned, ar unit cost =ul-
Hiplied v otae numher af units required.  The coluan headed "costo del
slente” 15 Yor wrizing in the actual estimated oSt of the client when
{2 difdfeors from thne standard sudget (use of the budget is discussed

SUdsetuenllivg,

Tne "other contracted services” section. This section includes

rental of any service except labot unaccompanied dv equipment or antzals.
Usually the equipment rental oost facludes the gperatzr. I the farmer
supplivs asdintenal labor (farmilv or nired) te acgeeopany a contracted
serwile, thi: labotv would be listed in the labor section. 1t {s there-
for: comon o find the sane operation listed fn both sections. An

exarole is planting, vherehy the farmer or his hired nand accormvanies

re
o

< rented hullock tean/driver through the rfield dropping seed into

UTLOWS 45 the scil is turned.

procecure diflers Yrom taat foilcweg L= ouSzals fn commercial

{n leveloped countries. In that case resizual returns (gross
Afe 19 onerator labor and other owned resources. On sz=all, low
income Jarms, subsistence is critical and loans cften czover familv laber.

the loan pavs sperator and fanily wages currently and allows
for faailw liviag needs.

=
3
(13
e,
.u,
13
[g]
(ol
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There are three commin methods of chatging for contracted
vervices---byv tizme, b the zanzana of land, and by the unit of pro-
ductiorn. Ta4ctor services are sawlireschargeé by the hour and some-
tizes bv the manzana. Machine shelling of grain is usuallv priced on
a welght uni: basis (quintal). A footnote in the budget indicates

Che Dasit 10T The JhLaTrge.

Tne matericls swection. Materfals include seed, fertilizer,

chemicals and scoe cther divs -7 production inputr. Lubricants,
fuels and other materials tha: would classify as variable inputs

are usually excluded because the Bank does not include the= in a

P

¢ for Jeciding which materials belong

inotne materials secticn and which e not. The proper names {brand

names!) of materials Jdo not appear on the budget because the Bank

thinke that people will interpret the budgers as recozmendations, and
bran. faverizism Ls 1o be avoided bv & public institution. The published

budge: doot (1] rentains o separvate tadle identifving the materfals bv

crand nade 07 eacn buds et

(L] (1

The "ettier coets" reztion. The "other ccsts" seztion on the

:oThe tudgel Jage le o osuzmary of the detailed section on the

sack side. Detailed information on the back side inciudes the owmer-

ship costs of interest, depreciation, and raintenance ¢f equipment,

but detailed caloulation of interes: on invested capizal (s exciuded.
& reguived set (f egulpment, supplies and (nfrastructure is listed

for the crop. In the case ¢f corn the set cignt inciude a backpack

e

spraver, sacks fcor grain anc a fence around the property. Using
the calculation procedures described in Appendix A, the end result is

€COs8Y OfR & one-Zinzana and one-crop basis.,



The profftabiife analvs{s sectifon. The last section indicates

the ne. revenue Per Danzana of land that would result from selling the
specified quantitv of Product at each ~¢ three hypothetical srices.
High, lcw ana z:eaius nistortical prices for each reglon represent the
combined iudgments of the loan officers =ho worrk there; no historical
Price laca are available for fam leve. tfansdctions.  Net revenue s
caleulatad vory {ncluding and excluding "agher costs.”

The sezond zars o this sectfon {nd:-ates the sale price ~er unic
of praduc: that 40uld be required far SO Droducer to0 exactly rover
(1) onlv nis vArianle costs flabor, contractoed serrizes and Rcerials),
amé 1) his total sosr. The latZer i5 cal..g a “dreareven pric.”

because it SITTRSpends o a4 net profit af sers SIter factly and Jdperator

laber s paie.

Budget Processing:

vy,

1zer fills in a variadle cost forz (Tadle 7)

t

The Bank loan of

3

v a zlient selected for iacluston in

(2]

CUrIne bis intersioy Wl

¢ "hen cailculuzes the dverage coefliclents fros the five

the sazp
foras and seads the results to the central 3ank office. He calculates
owMership «osts using t.oe ‘ormat {n Appendix A, page 56, and sends

it 2o the entral 5ifice alsge. interest on {nvested caplital {s cal-

At the ceniral off‘ce zhe dbudgers are reviewed . check fer errors,
oalssions and an stxer Prubleas. [f there are protleas or guestions
the loan ufficer !s contacted fer clarl€izazion. JInce the hudgec s
correct {z 1s writ:zen on coxputer cading sneets For- entering on a oo

puter diskette. A sample coding sheet and budget are shown in Appendix B8
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TABLE “: COMPLEVED VARIABLE COST QUESTIONNAIRE
BANCO NACIONAL DE DESAROLLO AGRICOLA

Enterprise Budget No. /8L A2

Enterprise: Rogwe »  yleld: M_m_ v __lb qq/z
Reglon: g wehe  Froduzer: &Qﬂ[_ﬁ S/¢rra Atea Planted: 7 g 2g #as

Prepared bv: Ri;a rae /-;m'as Date: J'//f/ 79
Total "../ Total

MONTH LABOR (MaN-daws 3’ Units Uaft  Cost 7 mzs
7 e St L /A I J.00 Te OO I
Z Jﬂﬁ r ’?F," ly Ferti fy er | /2 2z 30.00 |
Serd. ,Qr;!,/:/ I wsec#icrde | 7 J¢ee | 2ar.0¢ '
ie;sf. Weed ! £4 3.26 | 251.00 |
Ot Hervess | #2 3.00 | ;2600 |
Moy : Haul E 22 3.00 4;.0&!

H | !

CTHES rovmie~=ve groveerc
D I I X I R WU

_,w}_,__ﬂ:w _Froctor —hrurs | Y3 | lé.co ' 2%0. 00
.’.9':3:5’ Lisc Trecter- Aewrs Y | 400! 9¢ oo
Hages? | Plows bujlect 2 s & 1~ .00 | 70.09
v 11 *
! l !
MaTERIALS
Gugis? | T proved Seed 3s0 /s | os¢e| 17500
Hus ol ! ,:;'rf('//lr_r C_fjrl‘ma-/vj ; 14 29 A3.8T | 1{¢.50
\c\;g,"__l-_ZQo-,_ con Corsecdicide | S lidors aace 1£0.20
l l
SUETCTAL  (Lader and CZomtracted Serviczes and Materials) [, 444 .5
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The cogputer propgras= is currenily used primarily for budget storage
and printinz. The onlv cemputations {t does are (1) 2ulciplving cost
Per unft tizes toial Input used o cbtain total cost, and {2) addicion

of costs o obtain the surzotal and tocal. 2udeets are schedulyv to

Pe revised and pudliLhed woaaualle,

Talnianz °F Flaild Yarcornel

Jone locan ~ffizer ia eacsh 9F the 1) Teglicns was inicially selected

budiets, 8 four-ian training session or sudgets anc Sudyger progran

recrdination <as held, T3llowed DY numerous perscnal visits 2v projace

Adeitional trainiag sessions were held for a1k .oan officers,
47002035 and recit MALYSIS o teach then fundamentals of budgeting
ind 1~ dnstitutionalize the new budgeziny svstem (3)]. An outline of the

1ot of the training zourse enticled "Economis

Tam that nusse. A second course entitled "Analvsis of Agricuizural
Investoenss” suils an the material taught ia o
{ncliced parcial Sadering and livestock budgeting. A cotal af 113
3anx eplovees ook the Tioge course, and 33 of those aiso ool the

2cond lourse.  Nine of the best studeats participated in teaching

Ve

af

"

er taking the earlier sessions.



REGIONS

AND BUDGET

CATEGORY CODES

03

>
i~

<
e

Q
o

- -
Suerte Coertés
T Uenaneacan
see o TOQTESY
iC .

-
4]
L]
~
s
164
o

Cianchizo

Tocoa

Yoro
Joravagua
Minas de Oro

Tvpucigalra
uticalipea
azas

(¢}

ata

c
an.f
nlt
.

.

Tt 0)

Parafse

Cheluteca
Nacacre

- Copdn

”~

Santa iesa d
Santa bdrsar
Gcotepeque

Gracias a Dios
San

[
H
[4)

.
[PRY DN
] - A
Marcala

Carmasca

PRODUCTS

Cattie

el
02
ez
04
05
06
07
o¢
09

Da:iry
Jeed
Dual Purpese

Feeder

Purebred

HOGS

W) D e

I~

b o bt ps ps

v

Breeding
Feeders

POULTRY

21 Chickens-Epps

22 Chickens-hroflers

23 Chiczrens-Comdinations
24

25 Turkevs

26

27

2

2

Q wem

-

HER

Bees~-Honey

ERATION
Si{ize

———

(]

L8 )

&

Small
Mediur

Large
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THE LIVESTOCK BUDGETING SY

o3

ar2 synthesized using the sarce basic organ-

Livestock budygess

Top budgerts, alchough

)

ture

~

fzational str

as neld :o

A training course

Selected

ag techniques,

gecs

estocy hud

v .
alV

<
o

in=-

the

to obtain

livestock

d for anv

S an

esliovaee

1 3ank

-
.~

or Yo

zt

rcer:

2

wind

-
.~

wna

<

on

S

e

Jacentra

-

I
a0

ot producrts

ariezy

£X3
.

produce a

BRI
1S

v g
wive

{n the herd,

ls

zatura COwSs,

aof

2{i¥% pro-

‘Io

Jverage dai

e

{xed costs.

aad ¢

.
-2

otk varius

onsist of

als used up during

he matert

include nired labor aad ::

costs i

Yariable

Or =aintenance of equipzent and

est on {nvestment capical and

fxed

v
-
N

structures.

Special care cust

equirzent and Structures utilized. 3

In 9

4
a

depreciat



be taken to estizate the percentage of zime that a particular structure

: : . ~le : e - e I3
or plecc of equipm=ent s used in the livesiock operation vien Iis use IS

divided azong varicus cnteryprises. An exasple would %e & tractor used

’e

for hoih crop sroducticon and pasiure malntenance.

o the size of the operation. This

[A)

Ludpets are classified according

ciassification dmplicitly includes both differences in technology and

cconozies of scale. A listing c¢f liwvestochk budge: classifiicaticons
appears in Tadble &,
cieh g five digit code similar

MR
- e

4
0
i
o
[&
I

to that used for crop >udvers (Tables 9 and 10). The budge: title

Incliudes thie tvpe and size of tha cpavation, the regicn, the budget

first vortion oF tne hudgel contains estimated arnuval pro-
duction v arocull Ivpr, and efrimated annual incore fror the sale of

these rroducts. The sare f1ems ave alse presented on a2 per-gow basis

(including rmaintonansy zostsy and “vther oosts.”  Labor in ter=s of
man-monthe is specified v o Ivpe--miliers, cormon ladborers, and =anagers.
Matorials fnolude suce itenms as salt ané ninerals, veterinary nreducts
(waccines, medicines, and inserticides). supplemental feed, and cain-

Tenance materisis.

nnual operating capial, live-

[

"Jiner costs” inzlude Interest on
stocr investren:t carzital, and capital {nvesteld in eguipoent and structures.

interest on annual operating capital for livestock was calculated by



TABLE 9: DUAL PURPOSE CATTLE BUDGET

3ANCO NACIONAL DE DESARROLLO AGRICOLA

LIVESTOCK SUDGET XO. 05032

Enterprise: 100 Cow Dual Purpcse
Region: CTholuteca and Vallew

Prepare! hv: Clezente Meraz Cruz

Unitcs Price Total Incoze

Producse Soid Detail Lps Incore 220 COw
Milk 83,150 3ottle .31 25,779.6C 257.80
Jul! Calves i3 330 i5s .33 6,6L6.20 ha. 46
delfar el 23z 3+0 ihs 33 3,904,600 35.04
Cutl Ulws il 300 ibs Ta 7,326.00 73.2%
Herd 3ul! . 1280 1-g 75 568.32 5.%3
Zsti=ated Tozal Incoze 23,924,112 -T9, 28

PRICLCTION C2STS _
TeTal o Total Cost

Laboar  mae = eenhnn . Units itnit Cost Der cow
Milkers 36 135.020 .860.00 3.60

1
—

Common Luz

,
<
-
3
lw
"
.
e 12

120.
300.

14,30
36.00

Sait and Mi-nerals an 4.50 450.09 4,30
eterinary Prosucts ax 6.70 670.00 6.70
ind Meldicin
SUpDlementtl Tued 'suzar cane) 180 --.:t. 1.20 216.09 2.i6
Mitnzenmance 7 Hgulin—ent
1nd Imoravesent - - 1,747.,00 17,547
JTHER €375
Interaese <=3 Anpual Jperating Capital 778.98 7.79

vew e, o
hen LAYMESTOCY

Investzent Capf:zal

i«1 Investment in Equipment and Improvenents

Jdesreciati.n:  Tquinment and Irprovements

11,3296.00
2,879.10
1,836.00

113.96
23.79
18.36

__ ICTAL PRODUCTION COSTS

29,873.08

298.73

NET INCOME

14,951.94
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[ABLE 9: (CONTINUED)

BANCO NACIONAL DE DESARROLLO AGRICOLA

LIVESTCCK BUDGET NO. 05032

Enterprise: 100 Cow Dual Purpose
Regicn: Cheoliuteca and Valley
Prepared o Clemente Mera: Cru:z
LVESTOC INVESTMENT
No. Value/ Total Investment
TxTe of Ani=al Units Unit Investiment per cow
(r=s 100 700 70, 700

Ferlacenment Hellwrs 13

Rerd Sulls 3

300
2,500

0,000
3,900 k})
7,500 75

TOTAL LIVESTOCK INVESTMENT

L Bl4d

EOUIPMENT AND IMPROVIMENTS FOR 100 COW UNIT
No. Init{al Salvage Useful Depre-
setad Lnits Cos: Va’ue Life interest ciation Maintensnce
Yalvrials and Tools L - s 10 vear 55.00 8C -
tonTaor Srraver ] 210 20 5 vears 15.10 38 5
aLter Tan 1 500 50 15 vears 3£.59 30 i0
“se 3 1,203 i50 5 wvears 9L.50 21C 108
STTIoved tasture - 23,000 5,000 20 vears 1,750.00 75 1,000
el } 2,000 507 20 vears 175.00 P -
Ll ose ! 1,200 2L 20 vears 109. 8% <5 2%
e and Corrale cn - £.260 1,030 12 vears 648.20 605 63
TOTALS 2,678.10 1,836 1,747
P10 - TOTAL/COW 28.7¢ 18. 36 17.47
ATTual fates
nianing a6 % Mortalic 24
Tl eTent 135 3ull/Cow 1/33
BOTEI Milw:r ¢ berzles day for 110 davs
Suprliezental Feed: 3 lbs/dav/cow - 50 days
ar .

ar
p? Includes
.-

(4]
11 seall tools
c* 77 EHec s

with }4 pastures
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TABLE 10: FEEDER CATTLE BUDGET

3ANCO NACLOMAL DE DESARROLLO AGRICOLA
LIVESTOCKX 3UDGET 0. 05053

Eaterprise: 1000 Feeders - o ounths
Region: Choluteca and Valley
Prepared bv: Clesente Meraz Cruz

PRODUCTION

tnizs Price Total Income
Produce Sold Detail Lps. Incoze per anfi=al
Feeders 930 566 lbs. .64 “17,715.20 L17.n2
SODVETION T5TS
wdD0T (=an--ntns) Total i.ps/ Total Cost
Units Unit Cost Der ani=al
Comon Ladurters 3¢ 120.30 L, 32080 %032
Tore=in ) 150.00 322.00 .90

Vanaoger 6 500.C0

3,%00.00

Purchase o7 faedars - 3% 1,000 257.30 247,500.09 247030
SalT and Minerais - - 1,200.32 1.0
Vacsine 7)) - - 1,000.00C 1.C90
Insecticide - - T20.90 72
Yitamins - - 230,00 .9
Tres 358 ot 29.75 10,5592.30 10,63
Molassecs 2220 barrels 20.62 %5,330.00 45.83
Tuel and Luve - - 2,280.00 2.28
Malntenance »{ Zjuiprment - - 3,115.00 3.12
yndd I:nravezan:s
THER JOSTS
Inreresz: perating Capizal - 1.7 2.58 2,576.53 2.58
invesrzent {n feeders - .87 22.27 22,2745.00 22,27
Investzent in Zcuipment 5.5¢4 5,536.76 5.54
and Imorovezencs
Jesreciatlion:  Ecuiozent and Isprovementcs .36 -, 364,55 .36

TOTAL 230DUCTICN COSTS

335,866.74

61,848.46
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TABLE 10:

Enterprise:
Region:
Prepared bv:

(CONTINUED)

BANCO RACIOXNAL DE DESARROLLO AGRICOLA
+IVESTOCKX BUDGET NO. 05053

1000 Feeders - ¢ =onths
Choluteca and Valley
Clezente Mera:z (ru:

EQUIPIENT AND IMPROVEMENTS FOR 1000 FEEDER UNIT

Ne. initial Salvage Useful
Detail Lnits Cost Value Life Interest Depreciation Maintenance

Materials - 100 - 3 vears 7.00 33.33 -
Tools - 500 - 10 vears 35.900 50.00 -
Feed RBunks 10 3,>00 500 15 vears 280,00 200.00 50
Tracior .5 16,100 1,611 10 years 1,280.73 1,448.90 €50
Pickup .5 6,200 620 5 vears 4,477.4 1,116.00 400
improved Pasture - 20,000 20,000 20 vears 7,703.00 3,500.00 <, 000
iorses 4 1,5G0¢ 200 6 vears 119.00 216.66 120
Corrals - 200 - ¢t vears 14.00 20.00 10
Pentes He - 15,720 3,000 5 vears 1.170.40 2,144.00 1.000

Annual Toral 11,073.53 65,728.89 6,230

2 = ¢ Maynth Total 5.536.76 L, 364,45 3,115

TotaL Anical 5.54 L.36 3.12

NOTES

i* 280 Hectares of land with 14,000 oeters of fence.

tach Teeder weighs 450 lbs. at L.54/1b.
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suaming the costs of labor and aiatertals, dividing by tw 20 deter-
aine the average annual operating capital during the production period,
and =ultfplving bv the current rate of {nterest charged on livestock

-

ldans (143 {a the exazples).

e

he budzet shows the total! livestock inventorv,

(7

The back side of

values, and total llvestock investoen:. inzerest on livestock iavest-~

=ent capital s calculazed by =ulziplying total livesteock investcent by

[#]
3

Tuctures used

s
"
(4]

the inlerest rate. An iaventory of all equip=ent an
5¥ the operazion in tae preduction process i3 also presented. with

corresacnding aitial cos, salvae value, useful life, and annuai

{nterest, fezveiiuzion And oainzenanca costs.  These J0sSIs 3Te sSre-
sented on the TTORD Zage in summary form. Finallw, the produczion

ne LIVeslock bszer progras was carried onlv through the oethod-
oluzical develop=ent and training stages. Cunpletion of budgets on
=131s and integration of budyets into the loan evaluation

a nationwide

svelen are the respensibilize ¢f the 3ank.
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RESULTS AND UTILIZATION
The first round of enterprise budget preparation vielded 163

grain budgets wrnich were published in a book entitled Planes de

Inversicn para Granos Basicos: 1980 [2). Plans call for publication

of this book annually by the Banco %acional de Deszrrollo Agriccla.
Simflar publications for non-grain crops and livestock are planned
for the future. This first Yook of enterprise budgets for Honduras

was caperiv received by the Bank, governmen: and educational groups.

The Use of Budrezs in Lean Evaluation

Ultizately, the Bank's loan evaluation procedure will use standarc

each client. Tnis zight not be advisabdle for large loans, but the
zajecrizv of the Bank's loans are smail a=ounts which are relativelv
expensive ¢ adzinister. Although revised procedures vere neot co=pleted
when tne proiect ended, the expected svstes is described bejow.

The Banrk lcan cfficer Wi interview ine prospective client o
determine wiich standard budgets pertain te his situation. If there
is reason tc believe that the client's expected costs and returns are
sigrificantiy different froz the standard oudgess, then soze detalled
questioning and adjusiment of standard budge: figures will he necessary.
If differences are =inor the loan cffice will sizplv use the standard
budge: nuzbers to calculate expected Zarc credit needs and loan repavzent
capacity. Banx policy concerning the relationship between ioan azmount and

exnected receipts would then nave to be appliec to decide whether the

loan would be cade or not.
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An {nteria experizent with standard budgets was initiated in
January, 1980 in the region of Choluteca. Each potential client vas
interviewed {n dezail abou: his production costs as the Bank had always
done. However, in the experizent the loan officer wrote the name of
the client on a copv of the standard budget, indicated the tota! azount
of land o0 be planted, and entered cost totals in the right-hand colu=n
L7 the client's estizated cost for a Parii{cular operation differad

frva the standars. Using zhils procedure, lnterview ri=e «“as reduced

[
po ]
a
[
X8
X8
o

approximazels ice tvping cf each budget was elizinaced.
Standard HSudgzets for the Tegicn proved to be wverw accuraze, with

>
-

vy,

the standard budger azounts.

€.
o
'
re
[3%
Jou
’e
N
I
o]
n
o]
r
[
w
3
I
[
b
1]
o
{
)
13
(2%
o
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"
s

J
CoPtes oY the standard dudgers ire included in the Manual Pericial

< == a1 Jompendium of data used as a4 reference source in loan

1a9.  Zacn loan officer, credit analvs: and super-

A

apslication proces
visor has a copv of tnis looselead bhinder which ineludes copies of
ali tae standard dudzets in the Tegion, 4 curreat list of inpu: prices,

rizal -enenly nroduct prices at the farm level, and

9
e,
o
P
i
(4]
“

a tadle
varidus other information. The intent is that the Bank updazte this
fleld nanual regularlv so chat it can he used as a ready reference,
in January of 198u the Bank's 3oard of Direczers offictally

approved tne new zrain tudgets for Bank use. Subsequentiv, Credit
Division zanagers decided how the budgets would be used to establish
upper lizits on loan authorizacions per uaiz of and. “he decision
“as that Lhe loan :could exceed total (vartable) cost indicated on the

standard budge: bv up o 107, with written Jusctiication 5v the

*t.

loan off{cer. Doutine adlustments in production costs due to {nput

price chanzes will bYe authorized as they occur, leaving the 10%



difference o serve as a true contingency amount. Since all labor
{s i{nclude¢ ir the <tandard budgets at the prevalling wage, and since
unpafd fazfiiv labor is used on cost farms, zhe loans are often

substantiallv aoure than out-of-pocket cash expenses.

Other Budget Avrlicatiorns

The Standard bdudpers vere used repeatedly in training courses
for Bark and non-dank rersonnel. Trainiang topics that employ budgets
include casr flow analvsis, loarn repavment capacity, and partial
dusgeting analveis of investrents in production inputs. Training
proerams are Zdiscussed at length in a separate publication [3).

Haar persocancl and other goverament institutions are beginning
to use the budgets for various kinds of econcmic aralvsis and
poliicw Iermulation.  Fer example, the Naticnal Agricultural Marketing
Institute uvsed theT te sel natlonal grain supror: prices in 1679 and
195¢ The Central Bane requested livestock budgets to estizate

tvoand nationa’ impact of a World Baak prodect for

dbusgets are pariicalariy useful for agricultural pelicy analvsis.

Yor exam: .., tne Lank zan ceonsult Tabie 1) to hel; eszizatc demand
STrororn producticn credit by reglon. Production costs are only part
i the rrefitariliszy eguation, but Table 12 can bSe used to compare

A€ Tevenuce per nanzanas of land at different hvpithetica! price levels.
Yor example, the Bank inftfally =migh: be suspicious »f lending L590 (varfable
c2st) per manzana for high vield corn production in La Ceiba when the

variadle cost of production in Tocoa is only L377. Looking at net
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lncomes in Table 12, however, La Ce’ba vields a zreater net income

per manzana (L332) than Tocoa (L462) at 3 product price of Ll4 ner

quintal of gratn. The Yaticonal Marketing Institute (IHMA) z2:n compare

dSreareven prices {n Table 13 to hels Jdetermine ar equizable government
] r ‘

urchase price. A price of L3.90 ner quintal would not even cover

P ; 1

vartable praduction costs of medium-vield corn in Janli, bSut producers

{n Sanza Sarkara would =axe a profit on that price. Turthermore, in

siven price will help the relazively prespersus farders wore shan
INe pourest farTers o use Low level technologv. These isi.es and

zany —ore fan be studied using summare tasles of budges inforaacion.



TABLE [1: SUMMARY OF CORN PRODUCTION COSTS BY REGION AND YIELD CATEGORY

SUMARIO DE CCSTCS DE PRODUCCION DE MAIZ

36

Lemplras/danzana

Medier Yield

High Yield

Variable T0ta Variabie Teral Variable Total.
Rezié6n Coaet Cos Cost Cost Cost Cost
1. $:n Pedro Sulz 23..3¢ 314,07 3zE.20 238,692 373.00 445.29
Pueno Conés 231.2¢ 285.02 317.08 368.25 429.00 +85.64
£l Progreso 224.¢60 281.14 470.10 566.23 452.3¢ 547.38
2. Lt Ceibe 207 .48 204.24 372.00 241.61 530.00 ©77.65
Teia 186.00 236.53 421.00 521.94
3. OQlanchiio 246.00 316.45 331.60 215,87
4. Tocca 220.00 267 .96 261.00 341.81 377.50 £70.412
S. MNaroala v
C‘ macca
€. Comivaguos Y 222,75 299,54 417.25 +84.06 576.59 656.19
N2z de O
7. Tegucizalpa 153.¢85 246.72 325.00 412,67 387.80 €73.77
£ Danilce 210.0¢ 249.35 383.80 436.85 492,33 582,13
o rerliso !
9. Juucelpa 273.92 333.28 223,40 282.97 403.20 188,90
Czia@mmas
10, S:a.R. Ze Copin 257.00 355.05 365.50C 177.19 461,00 583,455
Occiezegue 37C.60 465.22 384.30 235.47
1. Chcluteca s 121,30 136,72 269.03 319.97
Vaile
12, S:a. Barbanm Y 270.00 316.04 258.00 306.74 396,00 445.75
San Luls
13. Yoro 263,15 357.14 386.20 494,85 569.00 704,15



TABLE 12:
Regibn
l. San Pacmo 3ula

-Puertc Cerés

Zl Prsgreso

Olanzhite

Tocoe

Marcala v
Camasca

Comayagua vy
Minas de Cro

37

SUMARIO DE LA RENTABILICAD DE MARZ

Net lnceme !lLempiras. 'mamszana)

SUMMARY OF EXPECTED NIT INCOME FROM CORN PROD.CTION BY REGION AND YIELD CATEGORY

a . ’ .
0/costs refer zo the "other costs” section of the enterprise budget.

Assuned Low Tield _ Mediu= Yield Hizh Vield-
Price Excluding Including Excluding Including Zxcluding Including
L. 46 O costs N/costs tcests J/zosts  O/costs  O/costs
14.00 13:.70 21,583 245.05 150.353 453.29 :353.31
17.60 27¢.70 33.83 377 .00 282,32 §39.22 £53.3!
20.60 348.70 1s3.33 509.0Co +14.33 813.2 745,81
19.30 62.30 14.33 133.¢20 81.73 7L il3.30
15.00 2.5.30 124.33 358.20 3056.75 471,20 214.30
20.G0 3gc.390 314.33 583.0C 531.73 77108 714,38
14.30 111.50 $4.36 20,50 - 66.23 337.24 132.32
17.C90 133,30 115,36 228,55 133.77 367 .24 572,353
20.09 235,30 l38.:g 529.3¢C 233.77  1147.54 8s52.33
10.00 +2.52 - 8.2y 76.00 9.33 210.20 122,33
14.02 133,32 1i1.78 275.00 236.39 530,20 $42.33
20.00 348.52 231,78 379.00C 509.23  1010.30 322,335
10.00 4.30 - 26,33 79.30 - 21,94

14.00 384.00 $43.07 279.00 178.06

20.00 204.00 1902.07 579.00 +78.086

11.00 69.00 - 1.33 318.40 259.73

14.00 139.00 88.53 +98.40 433.73

17.00 243.00 178.53 678.40 813,73

10.00 83.00 2.0¢4 139 .00 58.19 222.350 129.59
14.00 <00.90 122.04 299 .00 218.138 462.50 369.59
20.00 380.00 397.04 539.00 458.19 822.50 729.59
10.00 26.25 - 49,34 82.75 15.34 223.50 133.81
14.00 126,23 50.46 282.75 2135.94 543.50 453.8!
20.00 276:25 200,54 582.75 515.94 1023.50 233.31
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TABLE 12: Continued

SUM.RIC DZ LA RINTASILIDAD DE MAIZ

Net Income (Lempiras/manzana) Pag. 2
Assu=ed Low Yield Medium Yield High Yield
Price Exciuding Including Excluling Including Excluding Includirg
Rezibn L./ec G costs  O/costs Q/costs O’costs  O/costs  O/costs
7. Tegucigalpa 8.0¢C - 15.55 -102.72 27.00 -00.67 §2.20 6.23
12.00 22.35 -3C.72 203.00 118.33 33z.zC 246.23
6.00 94.35 41.2¢ 373.00 291.33 572.20 486.23
8. Danify 12.00 55,62 2€.¢€5 156.20 103.135 237.65 176.87
£l Parafso 16.75 175.17 1235.30 369.95 216.99 522.65 401.87
21.50 284.42 243,15 583.70 530.65 807.65 746.87
§. Juticalpa y 11.00 25.08 -10.29 201.60 112,98 256.80 170.10
Ca2tacamas 14.00 132.08 57.71 35.50 247.9¢ 336.30 350.10
18.00 242,08 183.7% 516.60 427.98 676.80 5580.10
10. Sc2.R.de Copéin 10.00 - 57.060C -155.063 -15.50 -~127.,2¢ 139.60 16.35
14.0C 22.00 -73.03 122.50 12.81 373.00 256.35
20.20 142,00 44.93 334.50 222.81 738.00 816.35
Crzotenegue 10.00 -:qC.53 -23%8.22 25.70 75.47
I¢.CC - $¢.20 -i12.22 189,70 86.53
20.30¢C 28 .40 -53.22 433.70 334.353
1. Checluteca y 11,00 8g.7¢ 60.28 83.97 43.93
llacaome 13.C35 13€.7¢ 100.28 13%.67 109.03
15.00 178.79 110.2¢ 22..97 175.03
2. Swiz.34rbare y i2.00 18.00 -2€.04 2€2.00 233.26 324.00 274.25
San Luis 16.00 114.00 57.3%¢ 462.090 213.23% 564.00 514.25
20.00 2106.0¢C 133,52 £42.00 563.25 604.00 754.25
12. Yoro 10.09 25,85 -57.14 11.80 -94 85 291.00 155.85
16.00 156 €85 62.86 171.890 65.15 635.00 499.85
20.00 336.85 242 .86 411.80 305.15 1151.00 1015.65
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TABLE 13: BREAKEVEN PRICES FOR COR! PRODUCTION

PRECIO EQUILIBRIO PARA MAIZ

Lps./qq
Low Yteld Med fus Yield High Yield
Excluding Including Excluding Including Zxcluding Including

Regidn O/costs? O/costs O/ zosts D/costs O/ecsts J/costs

l. Sin Pecdo Sula .64 13.09 8.43 10.58 .30 7.52
Puerto Ccraés 7.7 9.52 7.C4 8.18% 7.15 8.09
£l Progreso 9.335 11.71 9.40 11.32 5.65 6.84

2. La Ceiza 8.38 10.27 3.42 9.81 7.38 9.47
Tela 9.80 11.85 3.42 10.44

3. Olanchito 8.20 10.54 5.63 6.93

4. Tccca 7.33 9.93 6.53 .55 6.29 7.84

5. Maircaila vy
Camascs

6. Comayagua v 8.95 11.98 8.35 9.68 7.21 . 8.12
Minas de Cro

7. Tegucigalza 10.75 13.70 7.38 9.37 6.46 7.90

8. Danlf 9.13 10.84 8.53 9.71 8.04 9.05
El Paraisg

9. juticalza v 9.44 11.66 6.52 8.48 6.72 8.16
Catacama

10. Sta.R.Ccpén 12.85 17.75 10.44 13.63 7.68 9.72
Qcotepegie 156.11 20.23 9.37 11.84

11. Choluteca y 6.06 7.98 8.15 9 69
v Valle

12, Sta. 3srkara Yy 11.25 13.17 5.73 6.82 6.60 7 .43
San Luis

13. Yoro 8.77 11.90 9.71 12.37 6.62 8.19

J .
0/costs refers to the "other costs” section of .the enterprise budget.


http:tica!.pa

%0

EVALUATION OF THE BUDGET WORK IN HONDURAS

Developzent aad izplemenzation cf the new enterprise budgeting
svstex irn the Banx was greatly facilitazed by the approach selected.
Firs:, project perscannel worked intensively with several loan officers
fro= a branch office. Experioentation on a lirmited scale allowved deve-
lopzent of methcdologies while gaining exrerience and confining errors
befcre taking the system to other regions. Additional benefits were
that excellent rapport and cooperation were establi{shed with field
personnel: their support wmade it eacier to convince higher Bank admini-
strators of the value of the new svstesm. working up frem the botzexm
of the organizational char: also helped avoid designing 2 svstez which
would 1ppear to be theorezicallwy sound but which 2ight have falfled ‘n

practice. In general, the approach used in this prcject i{s recor—ended

as a model wiich cther technical! assistance efforts should consider.

Perscnnel Recuirerents

The educational level of Bank loan officers was s three-vear
course In general agzriculture following completion of high schoel,

aining courses revealed that the lcarn officers vere satisfactorily

trainel in agronomy, somewha: lacking in mathematics and unsrained

r

in econcriz principles. Mathematical a flity was particularly indicative
of prior training: in one memorable practical exercise 15 of i7
rarticipants =ultiplied three numbers in series and obtained a

positive preduct, even though one of the numbers was zero.

Bank ezployees tvpically showed eagerness to learn the topics

included in training sessions. The common response in course evalua-
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tions was that (!) the ccurses were teo short, and (2) the courses
were Ihe =95t useful they had ever had in the Bank. The reasons for
such positive response were that the courses included teplces direceiv
applicable o their vork, they £id numerous granctical exerzises, and
participation in discussions was emphasized. 1n general, ctraining

courses proved U» be a vizal pare of g2Cting cooperation and assistanze,

{zZproving The sRills of 3ank eTplovees iad instituticnalizing the dudgzers.

The princiral personnel diffisulsv was getsing the loan sfificers'
time. Sranch offizors wgeras tvolzally shoreo of loan sfficers, resulting
Itoa seor o sliont lead -soro=an. Presavation of bulzets was often

Jdelaved, raining :curses waere peginponed, and work ias not thorougalw
Sone 1o some Cases due o lack of Time. he oniv long term solutions
are "oTe o loan orfigcers, more efficient use of 2an offizers and con-

. - . < s by i o ab e ~ * . Y
98 elloris wnidh make overall 3ank operations

Pav sciies and o wordk incentives need Tanagerial atzeation.

Jhw gqualitv ol enterprise budgiet data varies fro= author to author.

Critical soints in budger swmthesis are sarple selectifon and the personal
interwiew,

oeone
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challen=es the res:litin: sudser Ticures. Tt is irporzant o xkanow the
rev loan cifizers well, Decause «noving the man will eventually give an
{cdea or the qualizv of his work.

Preli=minary indications were that the enterprise budgets developed
in Honduras were adequate!v prepared. Agrononists from other fnstitu-

tions :riticized some of the input-output coefficients, but no one
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was villing (o provide alternative figures obtained using project
zethodology. The tvpical response was unquestioned acceptance either
because of ignorance. confidence in our abilities, or politeness.
There {s littie doubt that interest, depreciation and maintenance costs
were unchallienged because few pecple knew how to calculate the=x.

The best nmethod of budpet verification used in the projecc was
the expirezent in Choluteca cdescribed earlier in which budgets were
n client interviews. Continued client interviews using the
standard budge: as a guide will cuickly reveal deficiencies ¢ they
exist. This verilication procedure is reco=mended hefore the stan-

card budgets are widely distributed for reference.

Institutional Oreanization

he Apricultural Development Bank in Honduras was undergcing com-
plete recrzanization curing the last three months of the STC prejece,
Rence the ultimate lozation of respoasibility for updating and improving

the standard dudgess was vncerstain. Bank adrinistrators agreed to
ish a work unit called the "fare daca analvsis unit" which has

other responsibilities in adlitior to budge: preparation.

Some weneral recomendatlions were made with respect To the com-

position, crganization and respors:bilities of the Unic.

. The Unit should have & director or head with econozic tra.ning, and
at least par: of the teas should have some background in agronozy.

Unit should have some resronsibilities assoziated with use of
the budeets, In addition to preparation. These responsibilities

c clude training courses, pelicy analvsis or special econozic

i

3. There should be periodic rotation of personnel in the Unit to train
thez in farc management techniques.
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%. Organizationally, the Unit should be "staff" rather than "1ine".
This recom=endation ts based only on experience in one Bank,
but the general case in other iastitutions mjght be similar.
Line departzents such as Credit Operations tend to be cocpletely
frmersed {n routine functions, leaving little tize for the xind
of o-ganfzation and iong run objectives pursued in the budget
generating process.

dudzet Storace and Revisin

Budg=2ts in the 3anx currently are stored on computer disrez=e and
4 3

printed as needed. A cormercial printer zakes copies from cthe coaputer

(a1}

Printoul which are distridbused =5 Sranch offices from the cenctra!l office.

.
'

. . . . . . . . C. —
udgels are ) be revised dnauaLiv; the date of revision {5 .insed ]

the zize when loan apoifcations are solicited Sor certain produces.

..
ol
2

1
n
’e
77}

Kz
"
~
-
13
U
]
r
[
23
(4]
e
.
v
re,

Of lepulerizaction of storage, Tarriaval,

revision and srintins of cudgets. Zventually {: =ight He possible =o

fiate tocaneioes” for the setting in wiick it i35 ro He used.

Most of the prodlexms associated with budget preparation in
Henduras are siz:lar -¢ thuse {n the Unised States, Lyt some are
unique to an econesmic uncerdevelop=ent s{tuatfon. The principal

topics in wnich additional “ork {s needed {n Hcnduras are descrivad

below.
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Defirnition of terms. A varietv of names exist for a
given farzing activity, resulting in some confusion to
the reader unfamiliar with Honduran regional vocabulary.
Standardization of terms and preparation of a glossary
is needed.

Verificatien. A systeratic schexme for budget verf{fication
should be irmplermented. The experiment described in Choluteca
could be institutionalized in all regions to accozplish this
task.

Determination of vields. Agricultural census data are in-
adequate to establish useful crop vield categories, and
f{arzers often de net know or do not rerember their historical
vields. Tt 's even difficult to define "vield" because of
the leakage to handling losses, fa=ily and animal consump-
tion, and oth =iscellaneous disappearance. Cooperation
with the Ministry of Natural Resources (Agriculture) f{s
needed to establish a sclentific sampling procedure irn

cach repion.

Deternination of labor wage. wages for hired labor usuallw
{nvelved :ransfer of cash, but there are frequently cocpli-
caticns for the ecounenics. For exacple, the laborer is
-{ten provided lunch in acdition to his cash wage, which
ustallv consists of torzillas, beans and sice with a value
x::a:cly U.S., §C.23. But the laborer nmus: of:en
supply hic own hand tools such as machete and hoe. Netl
waze rates need tc te studies more thoroughlv.

o]
.
%
Lo vey
. el
"t
iz
'.J [ 2

stock value. The value of an anizmal varies widely
ading on hov one asks the queszion, the seller's re-

: cr anizmal guality, the number of animals sold,
and the distance fros the zavker. Except fer a few packing

cplants tnat pav by weight, values are 2ifficult to determine

lon-ceommercial enter
ITe¢e Ccrops and anina
fdcance, bul which a
Budgets were not pre

Most farems have miscellaneous
re not of cozmercial signi-
é . fa=ilv's real income.
ared for these products because of the
enor=ous task of preparing budgets for all _hr enterprises
the Bank alreadv finmances, nut an effer: should be ~ade te
senerate budgets for ~iner enterprises as well.

Rounding off{ nuzhers. Tnere is a tendency for farmers and
loan ofiicer: tc round off nu=bers te the nearest whole uni:.
17 rounding is froz $26.43 to $26.00 for ferzilizer it doesn't
matter verv ruch, but when ran-davs are rounded off from 1.3

te¢ 1.0 the percentage error is large.

farc records. A lirited nusher of farm record books could be

ranaged by 3ank loan officers to help verify budgec :oefficients.
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OUTLINE
TRAINING COURSE ONE
ECONOMIC ANALYSIS Of THE FARM FIRM

1. INTRODUCTION

AQ

Objectives of the course

(1) Learn the theorv of variable and fixed costs of production.
(2) Learn hcw to prepare and interpret crop budgets.

(3) Learn to use budgets in loan evaluation.

(4) Learn to prerare and interpret farz fira cash flew.

Rewview and discussion of che Bank's traditional enterprise

budgering sws

(1)

(2)

(3)

(4)

all.

[al

Physical quantities of inputs used are not indicated, precluding
simple adiustzent I:r price or input quantity changes.
Coczunications between loan officers and credit analysts are
inefficient “ecause of the absence of physical fnput infor—ation
on rthe budgets.

vhere is a0 eufszing standard for preparing individual client
budgets, resulting in large diiferences in estimates of pavsical
irputs, costs, and revenues azong clients and a=cng loan
officers.

Actual differences azong regions and technoleogies are obscured

by the fact that there is only one standard budget for each

crop for the entire country.
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Review of the advantages of the new budgeting systen

(1) Budgets are classified by region and by yield level, resulting
in greater accuracy.

(2) Budgets include all phvsical input quantities and unit prices,
elininating the problems of adjustments, communications and
realise,

(3) Budgets are =ore accurate, pernitting their direct use as a
reference for loan evaluatior and other economic studies.

Review of basic econc=ic concepts

(1) Variable costs

(2) Fixed costs

(3) Opportunity cost

(4) Enterprise budget

2. VARIABLE COSTS OF PRODUCTION

A.

Defirition of varfatle cos:s in agriculzural production
(1) Length of time during which the input is used
(2) Examples of veriable costs
(37 Examples of variable cos:s traditionally ignored in Bank loans
(4) Objectives cf this lecture
(a) Learn theory of variatle cost
(b) Learn tc synthesize variable costs for an enterprise

budget using the new methodology.

The New Methodology

(1) Budget Codes

Interpretation of enterprise budget codes (crops).



(2)

(3)
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Yield level categories

(a) How and why the yield level categorles are determined.

(b) The link between yield level categories and production
‘technology.

(c) Placement of a client in a yield level categery.

Definition of production.
How should e define "wield?"

Components of wvariadble costs

(a-1) DJe:rinizicn of man-day.

-(a=-2 Aczivizies includea: oplanting, weeding, harvesting, etc.

(a-3) Estimation of labor requirezents per unit of land
using questicnnalires.

(a-4) How to determine man-day equivalent cf child labdbor,

(a-5) Identéiication of work calendar.

(a-6) Determination of laber wage, including ncn-cash
reruneration.

(a-7) How to treat managerial tize.

(a-8) How 2o handle labor that accompanies a ccatracted servicze.

(b) Con=tracted Services (other than labor)

(5-1) Deftalzicn of a "contracted service.” Give examples of

re
e~

tractor or bullock plowing, grain drver rental, trans-
portation.

(b-2) Estimation of physical input-output coefficients.

(b-3) How to handle costs incurred per unit of land, per unit

of product, and per unit of tire.
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(b-4) Valuation of services not paid for in cash.

(b-5) How to dctermine average cost in the region.

Materials.

(c-1) Specification of generic naces and trade names.

(c-2) Specification ofunits and costs per unit.
(c=2) Estimaticn cf average input guanticies.

(c-4) Valuaticn of =mazerials no: purchased (e.g.,

Estization ¢f variatle costs -- 'ther issues.

(a)

(b)

(¢)

(e)

seed).

Selection of a sazple of farmers for questioning, considering,

(a-1) reliatiiizv of information.
Yeini b s
(a-2) t¥picalness of rroduction activities.

(a-3) gecgrarhic dispersien

Calcuiation of the input-output coefficients.,

(b-2) Rounding cff 2o the nearest 0.1.
Determinaticn ¢f inpul costs.

{(c-1) Labcr costs that vary by seasom.

(c-2% Materiale costs excluding transportation.
c-3) Inputs_ that are not used when purchased.
(c-%2) Verificaticn of reperted input costs.

. - - (1)
Alternatives ‘or handling "outliers.

(é-1) What {s an "outlier?"

(d-2) Making zhe decision to accept or reject the

(d-3) Substitution of another producer.

.

Inzerview techniques-.

coefficient.
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The questionnaire.
Fxplanation o the
Jeter=ination of cro

Double checking.
Follow-up
bR

1
-

farecer.

p vield category.

23 sudposedly cam

L1

vuestions 10 farmers.

=all werk grouns o
ve different comple
from farmer

Sye
~ -

ates

[
)es

ca

9f a completed questisnnalire fors is shown.)  Zach 2
the arithmetic averages of the reported otservations =o obtain coer-
{icients for a final enterprise budget.

he completed juestionnaire Sores intentionallv

Proplems wnicl: must de soived b

1.

othe

r farcers;

One farzer reports verv iow

the group.

contaia some

These 1nclude:

labor use for harvesting relative to

One farcer hires bdullocks for plowing whereas the other four hire a

farzers purchase seed and three use their own stock;

reported purchase price of fertilizer is di

the identical producet.

£
-

ferent among farmers
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3. OTHER COSTS OF PRODUCTION

A. Interest

(1Y Interest {s paid on operating capital up to the Bank's loan repay-

2ent deadiine. (March 31 for grains). There are two methods of

calculation.

.
0

(a} Tectal Cash Cest x {nteres: rate % No. months of production loan
o 12

This average invesiment i{s easv to use bdut inaccuTate when the azounts
invested differ I{roz =month-te--onth.

(5) Cost per =oath x interest rate » Ne. =months of nreduction loan
12

This mecthold {s used b+v the Bank.

Example: Monthly cests of mocducing corn are indicated below.
. * &
The annual rate of interest is 12%. and the loan is
]

paid off March 31.

NOMBER
DATE CF MINTEHS COSTS INTZREST
April i2 180.00 21.60
Mav 12 255.00 28.05
June 10 430.00 43.00
Julw o - -
August & . 200.00 16.00
Septerber 7 90.00 6.30
October 6 - -
Noverber 5 175.00 8.75
Dececber 4 220.00 8.80
1,550.00 132,50

Sample Calcultations

April 180 x 0.12 «x %% months = 21.60

June 430 x 0.12 x %g nonths = 43.00


http:1,550.00
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Using the first =ethod we would have obtained

1,550 x 0.12 x 12 = 93,00
2 12
which understates aczual Interest costs in this case.

(2) Interest on Invested Capital
A producer has =zcney invested {n equiprent and infrastructure

such as bullocks, a plow, fences, irrigarion pipe, storage
buildings, etz., There i{s an opportunity cost associated with

the oonrer invested.

we will use the si=plest =ethod.

Interest cn Iavested capizal = % (init{al cost + residual value) x interest rate

Inftial Scrap Average Value Interest rate
Exa=ples Cost Valuys during li‘e (107) Iaterest
1. Backpack sgravar 125.00 5.00 125+5 = 45 x .10 = 6.50
3
2. Pair bSullicekxs 1,000.00 800.00 ;ggéiggg = 900 x .10 = 90.00
J. Irrigatisn 5+vstem
Puz=p 2,000.00 200.00 1,000.00 .10 110.00
Pipe 500.00 10.00 255.00 .10 25.50
Permanent canals 1,000.00 - 500.00 .10 50.00
Land leveling 29C.00 - 100.CO .10 10.00
i,955.00 195.50
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B. Other costs of ownership

The costs of owning and using tangible assets {nclude depreciation

and =aintenance, in addition to the interest on invested capital
(already discussed).

(1) Depreciation is calculated as the loss in vaiue of the asset during one

vear of its useful life. Tae useful life of an asset Is influenced by;

(a) Intensity of use of the item;

(b) Phvsical eavironment, such as weather and soils;

(c) The quality of wmaintenance of the iten;

(d) The care or abuse of the ite=x by the operator;

(;;M_du$lity of the itex= at the outset;

() The amount of tize it takes to become obsolete.

Straight line depreciation is the simplest forz of depreciation to cal-

culate. It assumes that the loss in value is equal for each vear of useful

fe ¢f the itenm.

Annual de>reciation = Trnitfal cost - Residual Value
No. of vears of useful life

Exazple of Irrication Svster

Annual Annual

Ecui:aent. Coszt Scrap . Years Life Depreciation Maintenance
Pusp 2000 200 5 360 120
Pipe 500 10 10 49 40
Canals 1000 - 10 100 100

Land leveling 200 - 10 20 -
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Yaintenance costs are the costs of replacenent parts and maintenance
labor usec in one vear. Technically, these are variable ccsts, but they
are not included {n the 3ank's traditional enuzeration ot variable coscs

on the enterprise bhudgets.

Assignecent of Costs to Cae Unit of Land
Enterprise budgets are prevsared on the basis of one manzana of
; 5

land, so use of equipzent and other assets Z=ust be expressed on a per-

2anzana basis. This task is complicated by the fact that so=me kinds of

ife of zhe iren.

~
=
~
[\
)
vy
b
pe )
[+
e
T
(2]
[
v
v
(34
«
b
)eo

(2) Define hew =any units of land could be handled in one vear with

the equiprent, given i3 useful !{‘e.

Exazple

1

Appendix Table a-! provides an eiazple of calculation of "other costs"

for corn producticn Sudget.



APPENDIX TARLE A=)

CALCULATION 0F “OTHFR CNSTS™ OF CORM PRODUCT ION

S UL USRS

- Infttal Sryap Average

* Hatotiale Coat Value Inveatennt

Unite

2 Hoe 9.00 - 4,50
L] Hachete 6,00 - 11.00
| Bnchpack sprayer 130,00 15.00
H _ Sacke (29) ¥2.%0 - 18,73
1 Fence (3 Mzs) 600,00 30.00 32%.00
2 Sulloch 600,00 300.00 3%0.00

UMM Towneas

LI | Average Investawnt = _f."y"'__‘ ;_‘1’_'_'_!_
4 Annual Intereat - Col. ¥ x Rate af Intereat
[ Annual Depreciation Col. ) a Col, 2
C cet. s T
9 T Mg = 1.0
T Gaila
10 Annual Interrst/Ms = Col. 4 2 Col. 9 x No. Unite
1 Annual Deptec./Mz =  Col. 6 u Col. 9 x Ma. nfte
12 Annuel Malnt./Mg = Cal. 7 x Col. 9 & No. Unite

88 | o Cunstant

B . A U B S N SRS [ ISR | S
Inteas at Matnte- T sssign- Annuel fepre-  Helmte-
) Unof il  Annual nence [XALIT] wnt Intsreat clation mance
Investamrnt 1te Depror, cont VYoar Me, Me, Mr. M.
12T Yeas
. 9% 2 4.%0 - 8 129 A9 1.12% -
A 2 .00 - [ 168 A7 1.494 -
92.00 L} 31.%0 2 100 .01 .09 .38 .02
2.23 2 IR 2 - 1 1.0 2.2, 10,73 -
)9.00 20 27.%0 50.00 b) .2 1.8 5.% 10.00
66.00 3 20.00 100.00 80 L0129 b.8% .30 2.5%
12.10 22.04 12.9%2
Annual Inteteat /Mg L. 12.10
Annual Deprectiation/Me = N
Annual Malntenance/M:z * 12,92
ToTAL L. 32.%

———

9¢s
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SAMPLE COMPUTER CODING SHEETS AND

RESULTING CROP BUDGETS
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APPENDIX C

LIST OF GRAIN CROP BUDGETS
JUNE 30, 1980

Yield Budget
Region Crop Level Number
San Pelro Sula-Yolca corn iow 01011
" " " red 016:2

" " " high oiot:

" " beans low 01021

" o " red 01022

. " rice red 01042

" " " high 01043

San Pedre Sula-Macuelizo corn 2ed Ci012
' " " high 01013

' " beans ned 01022

fan Teldre Snlaz=Cholerma corn ~ed rLelz
" ’ sora righ 01313

" ! rice high 01043

San P«droe Sula-Qui-istan corn low clol!
Puerzo Cortes corn low CIiCl:
" " corn med 01012

" " corn high 01013

" " beans ced 0re22

" " rice low 0101

" " rice ned 0102

" " rice high 01942

El Frogrese corn low 01011
" " corn pec ADEARIN
" " corn high 21003
* " rice low 01041
" " rice med 01042
La Cetba corn low g2ct e
" " corn red 22012
" " corn high 02013
. ' beans med 02022
" " rice ned 02042
" " rice high 02043
Tela ccrn low 02011
" corn ned 02012
" beans low 02021
" beans ned 02022
" rice med 02042
" rice high 02043
Clanchito : corn low 03e11
" corn med 03012

" beans med 03022

" rice low 03041

" rice oed 03042



APPEXNDIX C (contiaued)

Yield Budget
Region Crop Level Zurber
Tocoa corn low 03017
" corn =ed 04012
" corn high ni01!3
" beans low 04021
" rice low 04041
Zomavargua-Viilla San corn =ed 26011
ntonfo-Lelazant corn med 06012

" corn high 06012

' beans lov 06021

" beans =ed 6022

" beans high £6023

" scrghun low 603!

" sorghuc-~improved ed n6032

" sorghu=-i=proved hizh 16033

" rice low 604!

" rice zed 06047

" rice high 06043
Cemavagua-Aiuzerigue- corn ced 36012
Cane-LaPaz corn high 06013

" Seans med 06022

" beans high 05023

" rice low n8041

" rice zed 0602

" rice high 7043
Cemavagua-Siguatepegue- corn lew 26011
Mranmbar-Jesus de dtore cera zed 76012

" beans low 0€021

" Seans med 06022

" rice low 0601

" rize zed 05042
Comayaxua-San eronizo- corn low fel?
Zsquias-inas Jde Oro corn ned 06012

" beans low 06021

b Yeans oed 16022

" rice low 06341

" rice med 06v42
Cez=avagua-ia Lidertad corn low 06011
D50 de Agua bears med NeQ22

" " rice low 06041
Tegucizalpa corn lew 670:!
" corn =ed 07012

* corn high 07013

" beans iow 07021

" beans zed 07022

" beans high 07023

" sorghun-uninproved ~ed 07032

" rice~drvland =ed 07042
Danli-El Pariso corn-hillside low Cgo1t
" " corn-plains low 08011

" " corn =ed 08012

" " corn~herbicide high 08013
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APPENDIX C (continued)

Yield Budget
Region Crop Level Sucber
Janii~El Pariso corn=no herbicide high 08013
" * beans-first seasorn low 08021
" " beans-second season low 08021
" " beans/corn =ixed low 0802}
" " heans ned 08022
" " rice high 08043
Juticalpa-Catacazas corn low 0ol
" " corn ~ed AT O
" " corn-bullocks owned red 09012
" * corn high 09913
' " beans low 09021
" " beans red 09022
" " beans-tullock owned =ned 09022
" " sorghur. high 09033
" " scrphur-tracter owned  high 09033
" " rice ned o042
Santa Rcsa de Copan corn-early low e
" " corn red 10012
" " corn high 10013
. " cera’‘beans rixed,
nillside N.A 10081
" " cora/heans mixed,
plains N.A. 10081
" " coras/sorghun mixed,
hilliside 10090
" " corn ‘'serchus zmixed,
plains 10090
" " heans low 10021
" " beans ned 10222
" " rice low 100
" " rice med 10042
" " rice high 10043
Occtepeque cern low RGOS
" corn zed 10012
" beans low 10021
" beans ped 10022
" rice low 10041
" rice =ed 10042
" rice high 10043
Gracias-Lempira corn-first scason low 10011
' " corni-second seascn ilow 10011
Lempira-La Virtud corn/sorghus rixed N.A. 10090
Lerpira-Mapulaca corn/sorghur =ixed N.A. 10090
Lempira-Erandinue corn/sorghun ~ixed N.A. 10090
~empira-Cardelaria carn/scrghur rixed N.A, 10090
Lempira-ia Campa corn/scrghur nixed N.A. 10090
Lerpira-Virginia corn/sorghur =ixed N.A. 10090
Lempira-Mapulaca corn/sorghur nixed N.A. 10090
Gracias-Le=pira beans-{irst season low 10021
" " beans-second season low 10021
" " beans-first seascen rmed 10022
" " beans-second season oed 10022
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APPENDIX C (continued)

Yield Budget
Region Crop Level Sumber
Graclas~-lempira rice low 10041
Choluteca-Nacaome com low 11011
' " corn =ed 11012
" " sorghua-unizproved low 11031
" " sorghum-uni=proved high 11032
" " sorzhu=-izproved aigh 11033
" " rice—drvland high 11043
" " rice-irrizazed hizh 11044
" " sesaze-lovesmber plant  N.A. 11062
) " sesame-August plant N.A. 11063
Santa 3ardara corn lew 201!
" " cern low 1201:
" " corn=~3i0 qq, =z sed 12012
" " corn--<3 g¢ =z z=ed 12012
" " corn high 12013
" " beans-{irst season med 12022
" " teans-secend season =ed 12022
" Y rice =ad 12042
Yoro corn low 13011
" corn ned 13012
" corn high 13013
" beans low 1302!
" beans med 13022



