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Action (s)  Roqulrcd 
A change in the composition of the TWG will be made: 

a) a new Chief of Party with experience in public and 
private sector will be contracted to strengthen the 
management of the TWG"; and, 

b) a new Markeing Officer will also be contracted to 
conduct a better focused msrketing strategy, 

A campaignjstrategy to educate the labor leadership with 
respect to various types of privatization and potential 
benefits will be implemented. 

The public educationlinformation and marketing efforts will 
be increased through more conferences and an advertising 
campaign. 
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Emphasis on privatization oi SOEs which can operate 
profitably will be a major goal. 

The data base of project activities to monitor progress in 
terms of recruiting investors, promoting public education 
and economic impact of the project.wil1 be redesigned to 
improve the present system. 
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Tha purpoac of t h e  p r o j e c t  tins bccn t o  ass is t  t h c  Covcrnmcnt oE Hcsndurao (COD) t o  
a c h i e v e  i t s  qoa l  of developing an e f f c c t i v a  a t r a t e g y  f o r  t h e  d i v c u t i t u r e  o f  s t a t e - e m c d  
e n t e r p r i s e s  (SOER).  The p r o j c c t  was c o n s i d e r e d  t o  o l .argc c x t c n t  t o  be e x p e r i m e n t a l ,  
a n d  would e e r v c  t o  p rov ide  o t h e r  A I D  p r i v a t i z a t i o n  l n i t l a t i v c s  w i t h  a series of l e s s o n s  
l an rncd .  The e v a l u a t i o n  wne conduc ted  by a  c o n t r a c t o r ,  th rough  a n  IQC, and wds based  on 
a rev iew of p r o j e c t  documents ,  i n t e r v i e w n  w i t h  key p u b l i c  and p r ivaLe  e e c t a r  o f f i c i a l s ,  
the  Cen te r  f o r  P r i v a t i z a t i o n  and i t s  i n - c o u n t r y  techr . l cn l  a a s i a t a n c e  u n i t ,  t h e  Techn ica l  
Working Croup, and USAID/tlondurao s t a f f ,  and o n - s i t c  v i s i t s  t o  companies  t o  ba 
p r i v a t i z e d ,  Tlie purpose o f  t h e  e ' , a !ua t ion  was t o  cxamine t h e  p r o 3 r e s s  made i n  
irnp:erner,ting t h e  p r i v a t i z a t i o n  p r o j c c t  i n  Honduras and i t s  p o l i c y  anu economic Impac ts .  
?he major f i n d i n g s  and c o n c l u ~ l o r i s  o r e :  

-- The p r o j e c t  i s  a c h i e v i n g  i t s  g o a l  of p r i v a t i z a t i o n  of 12 - 15 companies ,  a s  s e t  f o r t h  
i n  t he  P r o j e c t  Paper ,  

- Permanent a ~ n u a l  economic g a i n s  from t h e  p r o j e c t  were ev idenced  i n  hudget  g a i n s ,  new 
j o b s ,  a d d i t i o n a l  f o r e i g n  exchange,  cew f o r e i g n  and domes t i c  l nves tmen to  r e s u l t i n g  i n  
more p roduc t ion .  

-- The p o l i t i c a l  w i l l  t o  p u t  i n t o  p l a c e  and s u s t a i n  t h e  n e c e s s a r y  l e g a l  framework f o r  a 
s u c c e s s f u l  p r i v a t i z a t i o n  p r o j e c t  has been demons t r a t ed .  

'! -- It. is  e s s e n t i a l  t o  p u t  i n t o  p l a c e  a n  e f f e c t i v e  p u h l i c  e d u c a t i o n  pcograa  a t  t h e  s t a r t  
of a  p r o j e c t ,  t a r g e t i n g  p o t e n t i a l  o p p o s i t i o n  g r o u p s  i n  an  e f f o r t  t o  cc , -opt  them. 

The e v a l u a t o r s  no ted  t h e  f o l l o w i n g  " l e s sons" :  

-- T e c h n i c a l  g roups  need t o  m a i n t a i n  a low p u h l i c  p r o f i l e  i n  o r d e r  t o  encourage  h o s t  
governments  t o  assume e h e  l e a d e r s h i p  i n  p r i v a t i z a t i o n .  P r i v a t i z a t i o n  is  s e n s i t i v e  
enough w i t h o u t  c r e a t i n g  p e r c e p t i o n s  of USG m a n i p u l a t i o n  i n t o  t h e  p r o c e s s .  

- A p o l i t i c a l  env i ronment  h o s p i t a b l e  t o  p r i v a t i z a t i o n  is  a n  e s s e n t i a l  c o n d i t i o n  f o r  
c r e a t i n g  t h e  a p p r o p r i a t e  l e g a l  and p o l i c y  f rameworks f o r  a d i v e s t i t u r e  p r o j e c t .  

I - " - C O S T S  
i L!$aluatlon Costs  

..I 1 . Evaluation Team Contract Number OR 

Name Aflillatbn ( TOY Person Days 

- S i g f r i e d  Marks Technology I n s t i t u t e  

Mark Rosenberg 

: Robert  Landmann I n t e r n a t i o n a l  S c i e n c e  and PDC-0000-1-37- 
6 134-00 

2. MissionlCfl lce Professional Staff 

Person-Days (Estlmatc) - 10 dhys - 

Contract Cost CR 
TDY Cost (U.S. $1 Source of Funds 

$ 51,992 r i v a t i z a t i o n  
f S t a t e -  L ed En te r -  

Stall Person-Days (Estlmatc) 5 d,,, 
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A.I,U. EVALUATION SUMMARY - PART I I  

J. :;clrl~rllrhry of Evi. lur~l lon I:lr~dlrrg!a. Cor~clusloris nnd Flncornmondnllon~ ('Try not to excond t t ~ n  throo (3 )  pnOoB provldod)- 
Addrosn tho lolluwlng Ilorns: b 4 

Purpostl of ovnlunllon nnd nlolhodology u s o d  Prlnclpnl racommondatlons 
Purposu of ncllvlty (lo:;) ovo luo~od t L e ~ s o r i  : lalrrned 

-- a f ' lndl~lqs n r ~ d  conc lu~ lor ls  (rolnlo to qussllons) 

Mlsslon or Ofllco: DilIo 'Tills Sun~rnnry Prcpnrud: Tlllu And D a t e  0 1  izull Evnlunllori R O ~ G ~ I : E V ~ ~ U ~ ~ ~ ~  
of thc P r o j e c t  522-0209 P r i v a t i z a t i o n  of 

USA JD/Iloncluras 7- Auj:us t 29, 1909 ' Statc-Owncd E r l t e r p r i s e s  i n  Honduras. 3/14,4R 
1.- Purpose of' ISVTXXI'-X~ Plethodology ust!tl -.. --- 
The p r i r m r y  purpose  of tllc e v a l u a t i o n  won r o  exarnlhe progrecrs made i n  implement ing t h e  
p r i v a t i z a t i o n  program. E v a l u n t i  on o b j e c t i v e s  i n c l u d e  n: 1) review of t h e  P r i v a t i z a t i o n  
Law and examinnrion of how t h e  GOH and TWG have been a b l e  t o  adap t  t o  i ts  provj , s ions ;  2) 
a s se s smen t  of t h e  adequacy o f  t h e  i n s t i t u t i o n a l  mechanisms c r e a t e d  t o  implement t h e  
p r o j e c t ;  3) d e t e r m i n a t i o n  of t h e  macroeconornlc impac t s ;  4 )  examination of t h e  p o l i c y  
. impac t ,  \-- s p e c i f i c a l l y  i f  a t t i t u d e s  toward s t a t i s m  and t h e  " r u l e s  of t h e  game" have 
changed.  Lessons l e a rned  were reviewed by way o f  deve lop ing  a  s t r a t e g y  f o r  d e s i g n  of a  
second phase t o  be suppor t ed  by USAID/M. S p e c i f i c  a n a l y t i c a l  methods inc luded:  1) 
s e m i - s t r u c t u r e d  Fnterviews w i t h  key p r i v a t e  and p u b l i c  s e c t o r  o f f i c i a l s ,  and i n fo rma l  
i n t e r v i e w s  w i t h  s e l e c t e d  i n s t i t u t i o n  s ~ a f f ;  2)  r ev i ew  and con t en t  a n a l y s i s  of  s e l e c t e d  
project and i n s t i t u t i o n a l  documents;  3) a n a l y s i s  of secondary  d a t a ;  4)  o n - s i t e  v i s i t s  
and o b s e r v a t i o n s .  

Purpose of A c t i v i t i e s  Eva lua ted  

The purpose  of t h e  p r o j e c t  h a s  been t o  a s s i s t  t h e  GOH t o  a c h i e v e  i t s  g o a l  of deve lop ing  
a n  e f f e c t i v e  s t r a t e g y  f o r  t h e  d i v e s t i t u r e  o f  s tate-owned e n t e r p r i s e s  (SOEs). A t  t h e  
same t i m e ,  t h e  p r o j e c t  was considered " t o  a  l a r g e  e x t e n t "  t o  be expe r imen ta l  and would 
s e r v e  t o  p rov ide  o t h e r  A I D  p r i v a t i z a t i o n  i n i t i a t i v e s  w i t h  a  s e r i e s  of  l e s s o n s  l e a r n e d .  
S p e c i f i c a l l y ,  t h e  p r o j e c t  h a s  had a s  i t s  p r imary  o b j e c t i v e  t h e  p r o v i s i o n  of  a s s i s t a n c e  
t o  t h e  GOH i n  t h e  d i v e s t i t u r e  o f  a p p r o x i m a t e l y  12-15 SOEs, demons t r a t i ng  t h e  f e a s i b i l i t 9  
of implement ing a  p r i v a t i z a t i o n  program i n  Honduras and making a s i g n i f i c a n t  
c o n t r i b u t i o n  t o  s u s t a i n e d  economic growth. 

3.  Find ings  and Conclus ions  
, 

The ma jo r  f i n d i n g  is  t h a t  t h e  p r o j e c t  is a c h i e v i a g  i t s  g o a l  of p r i v a t i z a t i o n  of  12-15 
companies ,  a s  set f o r t h  i n  t h e  P r o j e c t  Paper .  The o v e r a l l  conc lu s ion  i s  t h a t  t h e  
p r i v a t i z a t i o n  p r o j e c t  i s  a c h i e v i n g  measurab le  p r o g r e s s  i n  mee t ing  i t s  g o a l s .  Also  a 
l e g a l  framework has been e s t a b l i s h e d  t o  pe rmi t  d i v e s t i t u r e  of  SOEs w i t h  a minimcm of r 

i r r e g u l a r i t y .  The economic b e n e f i t s  of  t h e  p r o j e c t  t o  d a t e  have been p o s i t i v e ,  and 
p r o j e c t i o n s  i n d i c a t e  even more f a v o r a b l e  r e s u l t s  a s  t h e  remain ing  l a r g e  SOES a r e  
p r i v a t i z e d .  S p e c i f i c  f i n d i n g s  and c o n c l u s i o n s  a r e :  

-- Permanent annua l  economic g a i n s  from t h e  p r o j e c t  were evidenced i n  budget g a i n s ,  new 
j o b s ,  a d d i t i o n a l  f o r e i g n  exchange,  new f o r e i g n  and domes t ic  i n v e s t s e n t s  r e s u l t i n g  i n  
more p roduc t ion .  

-- The p r i v a t i z a t i o n  p r o c e s s  j s ex t r eme ly  d e t a i l e d  and complex, but  t h i s  has  

e f f e c t i v e l y  f o r e s t a l l e d  a t t e m p t s  t o  c i r cumven t  t h e  p roces s  and compromise i t s  
i n t e g r i t y  and c r e d i b i l i t y .  Decree 161 /85  and accoapanylng r e g u l a t i o n s  have c r e a t e d  
a d e t a i l e d  and p r e s c r i p t i v e  p r i v a t i z a t i o n  p roces s .  Th i s  was done i n t e n t i o n a l l y  i n  
o r d e r  t o  p r e s ~ r v e  t h e  i n t e g r i t y  of  t h e  p r o c e s s  bo th  by keep ing  i t  " t r a n s p a r e n t "  and 
s u b j e c t  t o  a  s e r i e s  of checks  and b a l a n c e s .  Th i s  has  r e s u l t e d  i n  a  t rade-of f  
between e f f i c i e n c y  and e f f e c t i v e n e s s ,  which  h a s  worked s u c c e s s f u l l y .  



1-0 Tho g r e a t e s t  i n a f f t c i s n c f a s  I n  t h e  p r w e o o  a r e  inue  i t u t i o n a l .  The N a t i o n a l  
' I nves tmen t  Corpo ra t i on  (CONAZIL) i n  p a r t i c u l a r  hao been n m a j o r  b o t t l a n c c k .  CONADI 
c o n t i n u e s  t o  be ex t r eme ly  poorly monngad and  c o n u t d t u t e s  an  o b a r a c l e  t o  more 
e f f i c i e n t  p r i v a t i z a t i o n  ~f  it^ a a s e t s .  

-- There is s t i l l  no c o m p r e h o r ~ i v n  p r i v a t i z a t i o n  . p o l i c y ,  bu t  r e t h e , r  a  p r i v a t i z a t i o n  
p r o c e s s  g e a r e d  t o  t h e  d i v e s t i t u r e  o f  s p e c i f i c  p o r a s t a t a l s .  - 

-- The TWC has c r e a t e d  a,? e f f e c t i v e  d e b t - f o r - a s s e t s  swap mechanism, which has been ueed 
i n  p r i v a t i z a t i o n  of  t h r e e  %Es. 

a .. ., - The p r o j e c t  ha s  a l s o  a c h e v e d  i t s  o b j e c t i v e  o f  m a i n t a i n i n g  a  low p r o f i l e ,  l e t t i n g  t h e  
COW t a k e  t h e  v i s i b l e  i n t t i a t i v e  i n  p r i v a k i z i v ~ g  SOEG.  

-- There h a s  been a  l a c k  of public e d u c a t i o n  e f f o r t s  aimed a t  t h e  p u b l i c  a t  l a r g e  and a t  
l a b o r  i n  p a r t i c u l a r .  "Marketing" and p u b l i c  e d u c a t i o n  a c t i v i t i e s  have been 
i n s u f f i c i e n t ,  and t h e r e  is a gene ra l .  l a c k  of p u b l i c  knowledge of what privatization 
i n  i t s  v a r i o u s  forms meaus, and t h e  economic and s o c i a l  b e n e f i t s  i t  c a n  produce.  

-- Oppos i t i on  t o  p r i v a t i z a t i o n  baa been min imal ,  a l t h o u g h  a s  e f f o r t s  t o  expand t h e  
p r o j e c t  c o n t i n u e ,  e s p e c i a l l y  to  s ta te-owned s e r v i c e s ,  o r g a n i z e d  l a b o r  w i l l  b e g i n  t o  
m o b i l i z e  a g a i n s t  d i v e s t i t u r e s .  It is v i t a l  t o  beg in  work immediately  wj-th o r g a n i z e d  
l a b o r  t o  e d u c a t e  t h e  k a d e r s h i p  w i t h  r e s p e c t  t o  t h e  v a r i o u s  t y p e s  o f  p r i v a t i z a t i o n  
and p o t e n t i a l  b e n e f i t s .  

* 

-- The p o l i t i c a l  w i l l  t o  pu t  i n t o  p l a c e  and s u s t a i n  t h e  n e c e s s a r y  l e g a l  framework f o r  a 
s v c c e s s f u l  p r i v a t i z a t i b n  p r o j e c t  h a s  been demons t r a t ed .  By c o n t r a s t ,  p o l i t i c a l  'I commitment to  t h e  p r o j e c t  has v a c i l l a t e d  on o c c a s i o n ,  a s  cvmpeting p o l i t i c e l  
p r e s s u r e s  p e r i o d i c a l l y  d i s p l a c e  t h e  p r i o r i t y  a s s i g n e d  t o  p r i v a t i z a t i o n .  

-- There  is  a  g e n e r a l  l a c k  of economic p o l i c y  c o o r d i n a t i o n ,  r e s u l t i n g  i n  p o l i c y  
i n c . o m p a t i b i l i t i e s  s u c h  as f i x e d  exchange  r a t e s  which undermine e x p o r t  g o a l s  - and 
n e g a t i v e l y  impac t  p r i v a t i z a t i o n  o n  e x p o r t - o r i e n t e d  SOEs. 

-- Both  t h e  p o l i c y  and p r o j e c t  have  been e x p e r i m e n t a l ,  and t h e  major  i n s t i t u t i o n a l  
a c t o r s  have all undergone a l e a r n i n g  p r o c e s s  which has y i e l d e d  p o s i t i v e  r e s u l t s  - 
some of which  shou ld  be c o n s i q e r e d  f o r  a p p l i c a t i o n .  - 

-- The l a c k  o f  a s u s t a i n e d  r e s e a r c h  component: t o  t h e  p r o j e c t ,  which i s  a n  R6D e f f o r t ,  
h a s  been a c r i t i c a l  o v e r s i g h t .  It is  s u r p r i s i n g  t h e  C e n t e r  f o r  P r i v a t i z a t i o n ,  which 
has  a r e s e a r c h  u n i t ,  d i d  n o t  become more a c t i v e  t o  c o l l e c t i n g  and a n a l y z i n g  p r o j e c t  
d a t a .  

-- The impac t  o f  t h e  p r o j e c t  on women a u l d  n o t  be  e s t i m a t e d  as the r e s u l t  of 
i n s u f f i c i e n t  d a t a .  

Recommendatioiis 

-- The law s h o u l d  remain i n t a c t  u n t i l  t h e  h o l d i n g s  of  t h e  s p e c i f i e d  p a r a s t a t a l s  a r e  
p r i v a t i z e d ,  o r  o t h e r  disposition i s  made. At t h a t  time, s t e p s  cou ld  be t a k e n  t o  
amend e x i s t i n g  l e g i s l a t i o n  t o  p e r m i t  t h e  f o r m u l a t i o n  and imp lemen ta t i on  o f  a 
comprehens ive  p o l i c y .  (The GOH i s  no l o n g e r  c o n t e m p l a t i n g  changes  t o  t h e  Law). 

--- It i s  i m p e r a t i v e  t o  deve lop  s t r a t e g i e s  t o  d e a l  w i t h  l a b o r  i n  p a r t i c u l a r .  ( A c t i o n  No. 
- 2 ~ n f a c e - s h e e t ) .  

" WG management needs  t o  be s t r e n g t h e n e d .  ( A c t i c n  No. 1 o n  f ace - shee t )  
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S U M Ni A R Y (Continued) 

""a - e%= . a 

-' The Center f o r  Pr ivat  i z a t  ion needs t o  improve s i g n i f i c a n t l y  i t s  r e l a t i onsh ip s  wi th  
the  WG and increaee i t s  support; f o r  t h e  group. (The r e l a t i oneh ip  with the  Center 
f o r  Pr lva t  i z a  t  ion was terminated by 9-30-89. L 

4 -- Emphasis on p r i v a t i z a t i o n  of SOEs which can be operated p ro f i t ab ly  should be t h e  I 

major gotrl, a s  they y i e ld  mu l t i p l e  economic and soc ia l  benefi  t e .  (The recommendat ion 
w i l l  be Xworporeted i n  the  Work Plan f o r  1990).  

- -  Ao the  p V o c e s s  moves forward, and more CONADI a s s e t s  a r e  d ive s t ed ,  a  decis ion w i l l  
have t o  be made on what t o  do wi th  t he  paras ta t , :? l .  (The GOH has a l ready  decided t h a t  
CONADI w i l l  be l iqu ida ted  once the  companies a r e  p r iva t i z ed ) .  

-- I t  is important  t o  di f in 'e  p r i v a t i z a t i o n  a s  one of several  means, o r  e t r e t e g i r s ,  
toward economic growth and development. (Action No. 3 on face-sheet) .  

-- Require prospect ive  i nves t a r s  t o  submit documentation i nd i ca t i ng  t o  what use they 
in tend t o  put acquired a s s e r s .  ( I t  is the  l l i s s i on ' s  opinion t ha t  the  process i s  

. a l r e a d y  cumbersome and t o  add more c o n d i t i o n a l i t i e s  would only make i t  more 
d i f f i c u l t .  The idea  is t o  have the  market fo rces  come i n t o  play there fore ,  the  
i nves to r  should be f r e e  t o  d o  a s  i t  p leases  with the  asse2s i t  purchases).  

-- The lack  of a sus ta ined research  component t o  the  project  has been a  c r i t i c a l  
ove r s igh t .  (Action No. 5 on face-shee t ) .  

Lessons kearr~cd - 
-- The i n d i c a t o r s  of success f o r  p r i v a t i z a t i o n  should not be the  number of SOEs divested,  

but r a t h e r  the  value they represen t  and t h e i r  economic impact i n  terms of jobs 
generated,  debt se rv iced ,  f o r e ign  exchange produced and con t r ibu t ion  t o  GDP. 

-- A p o l i t i c a l  environment hosp i tab le  t o  p r i v a t i z a t i o n  is an e s s e n t i a l  condi t ion f o r  
c r e a t i n g  the  appropr ia te  l ega l .  and po l icy  frameworks f o r  a  d i v e s t i t u r e  p ro j ec t .  I n  a 
democracy i t  is c r i t i c a l  f o r  t he  execut ive  and l e g i s l a t i v e  branches t o  work together .  

'- It is  equa l ly  e s s e n t i a l  t o  put i n t o  place  an e f f e c t i v e  public education program a t  
the  s t a r t  of a  p r o j G t ,  t a rge t i ng  p o t e n t i a l  opposit ion groups i n  an e f f o r t  t o  co-opt 
them. 
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-- Debt f o r  a s s e t s  swap mechanism r ep re sen t s  a  c r e a t i v e  and e f f e c t i v e  approach t o  
p r i v a t i z a t i o n  end should be f u r t h e r  encouraged i n  Honduras--and elsewhere. 

-- Pro j ec t  d i r e c t o r s  (Chiefs of Par ty )  should possess experience and s k i l l s  i n  po i i  tics,, 
pub l ic  admin is t ra t ion  and po l icy  management, as well a s  re levant  experience i n  
developing coun t r i e s .  Secondari ly,  ;hey need t o  be f ami l i a r  with t h e  p r i v a t e  s e c t o r .  

-- Technical  groups need t o  maintain a ].ow publ ic  p r o f i l e  i n  order t o  encourage host  
governments t o  assume the  l e ade r sh ip  i n  p r ivoa t iza t ion .  ~ r i v a t i z ~ t  ion is  s e n s i t i v e  
enough .without creating percept ions  of USC manipulation i n t o  t he  process. 

-- P r i v a t i z a t i o n  can be an e f f e c t i v e  economic growth s t ra tegy .  However, i t  sho~!ld he 
considered one of seweral s t r a t e g i e s ,  and not a goal i n  i t s e l f .  By pu t t i ng  i n t o  t h i s  I 

l e s s  i deo log i ca l  and more r e a l i s t i c  con tex t ,  the  Mission hbs been ab l e  t o  promote a I 

succes s fu l  p ro j ec t .  I 

1 - 
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. . . . 
. , . . . , , I , . ' . .  . . . , 

Note: F i n a l  report ?ma forwarded t o  AID/W on J u l y  3 ,  1989. - 
C O M M E N T S  

The report  covered a l l  a s p e c t s  ouc l foed  i n  t h e  scope of work and provided valuable 
-, feedback. The eva luators  provided in-depth a n a l y s i s ,  and good widerstanding of the 

s i t u a t i o n  evaluated.  The report  addressed a l l  the issues,  cnd i s  comprehensive, 
o b j e c t i v e  and o f  very high q u a l i t y .  . . 



APPENDIX A 

OUTLINE OF BAS IC - PROJECT IDENTXFICATIQIJ DATA 

Country: Ilondur'o~ 

Project Ti t le:  Pr iva t iza t ion  of State-Owned Enterprises 

Project Number: 522-0289 I 

Prdject Ddtes: August 1906 - September 1989 (hended t o  12, 

a. F i r s t  Project Agreement: August 1986 
b. Final Obligation Date: FY--August 1986 
c. Most recent Project ~ s s i s  tance-completion Date (PACD): 12 / 3 O / 9 @  

Project Funding: (amounts obligated t o  date  i n  do l l a r s  or do l l a r  
equivalents from t h e  following sources) 

a .  A. X.D. B i l a t e r a l  Funding Grant ~S$4,000,000 
b. Other Major Donors - 0 -  
c. Host Covntry Counterpart Funds LC 6,500,000 

TOTAL Qio,  500,000 

Mode of Implementation: AXD/Center of Privat izat ion through Mendieta 
and Associates 

Project Designers: ~ I D / ~ i n i s t  ry of Finance 

Responsible Mission Off ic ia l s :  

a. Mission Director (s): Anthony Cauteruccy, YD (08/08/86 to 08/11/86) 
Carl H. Leonard, AMD (08/12/86 t o  11/21/86) 
John A. Sanbraila,  MD (11/22/86 t o  present)  

b. Project Off icer  (6): James T. Grossmann, PSP Director 
(08/08/86 t o  09/12/89) 

Kermit C. Moh, PSP Acting Director 
(09/11/89 t o  present) 

Victor Paz , Pro jecr Officer 
(08/08/86 t o  present) 

c .  Previous Evaluation ( s ) :  None 

n r s  /00288/51 



HONDURAS USAID MISSION 

PRIVATIZATION OF STA'I'E-OWNED ENI'ERPRISES 

EVALUATION SCOPE OF WORK 

1. ACTIVITY: 

Eva lua t  ion  of  P r o j e c t  No. 522-0289 

P r i v a t i z a t i o n  of  State-Ow 6 d E n t e r p r i s e s  

T o t a l  c o s t :  27 ,000 ,000  ( D o l l a r  E q u i v a l e n t )  

P ro  ject Agreement Date:  August 29, 1986 

PACD: Oc tobe r  1, 1989 

11, PURPOSE OF THE EVALUATIQH: 

The o r imary  pu rpose  of t h e  e v a l u a t i o n  is t o  examine Droq re s s  made i n  
implementin,;  t h e  p r i v a t i z a t i o n  eroqram. The e v a l u a t i o n  w i  11: ( 1 )  review t h e  
P r i v a t i z a t i o n  Law (Decree 161-05 and  t h e  R e g u l a t i o n s )  and examine how the 
Government..of Honduras (GOH) and  t h e  T e c h n i c a l  Working Group (TWC) adap t ed  t o  
t h e  law, and  recommend any  amendments t h a t  may be r e q u i r e d  t o  make t h e  
l e q i s l a t i o n  more e f f e c t i v e ;  ( 2 )  examine t h e  adequacy of t h e  i n s t i t u t i o n a l  
mechanisms c r e a t e d  t o  implement t'he p r o j e c t  i n c l u d i n g  t h e  p r o c e s s  o f  v a l u a t i o n  
o f  a s s e t s ,  ma-ke t inq ,  d i v e s t i t u r e  s c r a t e q i e s ,  and  t h o  p o l i t i c a l  w i l l ;  (3) ,- 

examine t h e  economi'c'arid € i n a n c i a 1  b e n e f i t s  of  t h e  p r o j e c t  and p r e p a r e  a  
c o s t / b e n e f i t  a n a l y s i s  w i t h  e s t i m a t e s  o f  what t h e  r e s u l t s  o f  the  p r o j e c t  h a s  . d 

been i n  r educ ing  r e c u r r e n t  c o s t s  and  COH f i n a n c i a l  s u p p o r t  t o  t h e  *ate-owned - ' 
e n t e r w i s e s  and  i n  a t t r a c t i n g  new inves tmen t  i n t o  Hondu_ras; ( 4 )  i d e n t i f y - t h e  
l e s s o h s  t h a t  have been Learned i n  t h e  Drocess: ( 5 )  p r e p a r e  concept  Paper  on 
o o s s i b l e  c o n t i n u e d  A I D  s u p p o r t  i n  p r i v a t i z a t i o n .  The c o n c e p t  pape r  should 

- 
i d e n t i f v ' a n d  ~ r i o r i t i z e  c o n t i n u e d  c o n s t r a i n t s  t o  o r i v a t i z a t i o n ,  make 
recommendations f o r  removing t h o s e  c o n s t r a i n t s  and  g i v e  an e s t i m a t e  of t h e '  
c o a t  and t i m e  f rame r e q u i r e d . .  - 

- .  
 hi; e v a l u a t i o n  w i l l  be used  by ~ ~ A J , D / H o n d u r a s  and the Government o f  
Honduras,  members of t h e  GOH Economic C a b i n e t ,  a n d  t h e  P r i v a t i z a t t n n  and 
V a l u a t i o n  Com~niss ians  t o  make any n e c e s s a r y  changes  i n  t h e  Drocess ,  and he19 
a r r i v e  a t  a d e c i s i o n  as t o  whe the r  t h e  p r o j e c t  should be c o n t i n u e d  o r  
t e r m i n a t e d  a t  t h e  end of  t h e  f i r s t  ohase.  O t h e r  a n t t c i ~ a t e d  u s e r s  o f  the 
e v a l u a t i o n  a r e  t h e  management of  t h e  ~ a r a s t a t a l s ,  ~ X ~ / P r i v a t e  E n t e r p r t s r  
Bureau (PRE) and t h e  C e n t e r  f o r  P r i v a t i z a t i o n  (CFP). 

. . 

The e v a l u a t i o n  of t h l s  o r o j e c t  was p lanned  i n  t h e  c u r r e n t  Annual E v n l u ~ t i o n  
P l an .  



Thc p u r p o s e  of t h e  P r o j e c t  i s  t o  rpupyort GOH i n i t i n t l v c n  t o  p l a n  and lmplement  
t h e  p r l v n t i z a t l o n  oE ~ t a t e - o w n e d  e n t e r p r i n u s  ( S O E B ) .  The o r l c c e s g f u l  
c o m p l e t i o n  o f  i ) r i v n t i z a t i a n  a c t i v i t i e s  1s cxncc te r l  t o  d i r e c t l y  c o n t r i h u t u  t o  
USAID/Honduri~r; C e n t r a l  h e r l c a  I n 1  r l a  t. i v c  q u a l o  o f  economic  n t a b i  l i z n t  i o n  and 
economic  g rowrh .  The P r o j e c t  was d e s i g n e d  t o  r e d u c e  r e c u r r e n t  c o v r s  and GOH 
f i n n t r c i a l  s u n o o r t  f o r  s t n t e - o w w d  e n t e r p r i s e s  enrqaycd i n  t h c  p r o d u c t i o n  o f  
aoodo; t r a n s f e r  comunnies  nnd a s s e t s  t o  { n d i v i d u a l s  w i t h  e q u i t y  n t  r i s k ;  
f i t t r a c t  new i n v e s t m e - t  i n t o  t h e  Honduran p r o d u c t i v e  s e c t o r '  and reduce t h e  
~ r l t n i r r l s t r a t i v e  b u r d e n  p r e s e n t l y  c o n f r o n t e d  by t h c  GOH i n  mnnoginq ,I wide r a n q e  
of commc!rc.Lal e n t c r p r t s e s .  The P r o j e c t  w i l l  a s s l s t  i n  t h e  p r i v a t i z e t  Lon of 
~ p p r o x i m o c e l y  12-15 SOEs d u r i n g  t h e  t h r ee  y e a r  l i f e  of t h e  P r o j e c t  which e n d s  
1 0 / 0 1 / 8 9 .  The P r o j e c t  i s  e x p e c t e d  t o  demons t r n t e  t h e  f e a s i b i  l i t ' r  o f  
implement  i n q  a more c o m p r e h e n s i v e  p r i v a t i z a t i o n  p roc ram i n  Hondurss ,  and  make 
a s i q n l f i c a n t  c o n t r i b u t i o n  t o  s u s t a i n e d  e c o n a m i c  g rowth .  

U S A I D  and  t h e  GOH, a w a r e  o f  t h e  complex n a t u r e  of  t h e  p r i v a t i z a t i o n  program 
a n d  t h e  h i g h  r i s k s  i n v o l v e d  i n  t h e  u n d e r e a k i n q ,  judeed  t h a t  t h e  most 
a p p r o p r i a t e  a p p r o a c h  was a s t r a t c q v  o f  phased  ~ r i v a t i z a t t o n ,  o f  which t h i s  
P r o j e c t  r e p r e s e n t s  t h e  f i r s t  s egment .  D u r i n q  t h e  p r o o o s e d  t h r e e - y e a r  f  und inq  
p e r i o d ,  a n  i n i t i a l  se t  

of SOEs would b d so1.d t o  p r i v a t e  i n v e s t o r s . o r  l i q u i d a t e d ,  t h e r e b y  s e t t i n g  cn  
m o t i o n  a p r o c e s s  t h a t  would  s t i m u l a t e  f u t u r e  d i v e s t m e n t s .  ~ < m u l t a n e o u s l y ,  th*  
a d m i n i s t r a t i v e  and  a n a l y t  ica i  f ramework n e c e s s a r y  t o  - p l a n  and  tmalement  a 
c o m p r e h e n s i v e  p roc ram would  be  e s ' t a b l i s h e d  w i t h i n  t h e  GOH. Once t h i s  
f ramework was i n  p l a c e ,  e x p a n s i o n  o f  t h e  d i v ? s r l t u r c ' p r o q r a m  t o  c o v e r  a w i d e r  
a r r a y  o f  f i r m s  c o u l d  b e g i n .  The P r o j e c t  i s  r e c o g n i z e d  as  b e i n g  e x ~ e r i m e n t a l  
t o  a l a r g e  e x t e n t ,  and was d e s i g n e d  t o - n o t  o n l y  t r y  t o .  a c c o m p l i s h  i m o o r t e n t ,  . 
s p e c i f i c  o b j e c t i v e s ,  b u t  a l s o  u r o t d d e  a u s e  f o r  " l e s s o n s  l e a r n e d "  f o r  - _ 
s u b s e q u e n t  o h a s e s  a n d  Eor o t h e r .  A. I. 3. p r i v a t i z a t i o n  v r o x r a m s  woc1dwide.- 

The ~ i s s i o n ' s  a p p r o a c h  t o  p r i v a t i z a t i o n  o f  SOEs h a s  been  t o  e n c o u r a g e  and 
s u p u o r t  the COH i n  i t s  o u r s u i t  o f  t h i s  g o a l ,  p r o v i d i n q  t e c h n i c a l  a s s i s t a n c e  a s  
r e q u i r e d  t o  move t h e  p r o c e s s  a l o n g ,  t h o u g h  c a r e f u l l v  n o t  a s s u m i n g  o r  a o o e 3 r l n q  
tn  assume  t h e  l e a d e r s h i p  o f  t h i s  e f f o r t .  To walk  t h i s  n a r r o w  p a t h  b e t w e e n  
e n c o u r a g i n g  t h e  GOH t o  move f o r w a r d  t h r o u g h  o o l i c y  d i a l o g u e  a t '  6 a r i o u s  l e v e l s  
and  a t  t h e  same t i m e  e n s u r e  t h a t  A. I . D .  is n o t  " o u t  f r o n t "  i n  t h i s  e f f o r t  has 
" e q u i r e d  a g r e a t  d e a l  o f  r e s t r a i n t  when t h e  p r o c e s s  h a s  s l o w e d  down o r  when 
t h e  qovernment  h a s  t e m p o r a r i l y  t a k e n  a n  . a p p r o a c h  t h a t  a p p e a r s  o v e r l y  
c a u t i o u s .  Whi le  s u c h  a n  a p p r o a c h  may L i m i t  q u a n t i f i a b l e  p r o g r e s s  somewhat 
o v e r  t h e  s h o r t a t e r m ,  t h i s  r e s t r a i n t  h a s  p a i d  h i g h  d i v i d e n d s  and  t h e  p r o c e s s  L S  
b r o a d l y  i d e n t i f i e d  as  a GOH program r e f l e c t i n g  t h e  w i l l  o f  a l a r g e  seqment  o f  
Honduran p u b l i c  o e i n i o n ,  

In s p i t e  of t h e  a p ~ r o a c h  c h o s e n ,  t h e  Y i s s i o n  h a s  h e l o e d  t h e  COM a c c o m o l i s h  
s e v e r a l  c r u c i a l  t a s k s  s i ich  a s :  (1) t h e  d e s i g n  o f  focuser l  s t r a t e q v  t o  d e a l  w i t h  
t h e  v e r y  b road  p rob lem o f  SOEs i n  Honduras ;  ( 2 )  deve1 ,~oment  of  t h e  l e g a l  and  
r e a u l a t o r v  framework f o r  p r i v a t i z a t i o n ;  (3 )  e s t a b l i s h m e n t  nf t h e  i n f o r m a t i o n  
b a s e  Ear d e c i s i o n  maklnq o n  t h e  N a t i o n a l  Develooment  C o r o o r n t l o n ' s  (CONADZ) 
a n d  t h e  N a t i o n a l  F o r e s t  Develooement  C o r o o r a t i o n ' s  (COHDEFOR) e n t e r ~ r i s e s ;  ( A )  
d e v e l o p m e n t  o f  t h e  a n a l y t i c a l  b a s e  t o  d e s i g n  and  c a r r v  o u t  worksllovs and 



a taminare  rind other  opl .u ion  f o r m t n q  evcnt : s  t o  t leve lor ,  and  n u e t o i n  a c l l . m e t e  
f a v o r a b l e  t o  p r i v a t i z n t i o n ;  and  (5) d c s i q n  o f  n p r e l i m i n a r y  m a r k e t i n g  s t r a t e g y  
t o  n t r r a c t  v o t c n t l u l  i n v e s t o r 9  I n  CONADX'S e n t e r p r i s a s .  

Technical nns l s  tn,ice h a s  been p r o v i d e d  t h r o u g h  a  buy- in  o f  AI.D/W Private 
E n t e r p r i s e  B u r e a u ' s  (PRE) c o n t r a c t  w!th t h e  C e n t e r  f o r  P r i v a t f z a t i o n  (CFP).  
q h e  CFP was e s t a b l i s h e d  by PHE t o  p r o v i d e  s h o r t - a n d - l o n q  term t e c h n i c a l  
n s : i l s t a n c e  t o  USAID's p i : l v e t l . z k t i o n  1)roqramn.  he C e n t e r  i s  S t i l f f e d  u v  a 
co r .moa t ium o f  f i r m s  headed bv A r ~ a l y s i  s C r o u p ,  a n  8 ( a )  f irm w h i c h  was nwariJed 
t h e  C e n t e r  c o n t r a c t .  O t h e r  rncmhers of t h e  c o n s o r t  turn i n c l u d e  A r t h u r  Young and  
Company, F e r r i s  h Co. ,  P u b l i c  A d m i n i s t r a t i o n  S e r v i c e ,  E q u i t y  E x p a n s i o n  
X n t e r n a t l o n a l  and o c h e r  smell f i r m  a s  needed  F o r  s ~ c c i f i c  t a s k s .  

To d a t e  t h e  p r o j e c t  h a s  c a r r i e d  o u t  t h e  d i v e s t i t u r e  o f  f i v e  c o m p a n i e s  n f  
CONADI ( S .  I . C . ,  METALSA, INHONSA, AZUCAKERA YOJOA, and  PACARSA). Two . 
c o m p ~ n i e ~  o f  COlIDEFOR, SEMSA & FIAFSA h a v e  b e e n  l e a s e d  a s  a  f i r s t  s t e p  toward  
t h e i r  d i v e s t i t u r e .  T h r e e  o t h e r  c o m p a n i e s  a r e  i n  t h e  p r o c e s s  o f  n e q o t i a t i o n  
f o r  t h e i r  sa le .  F o u r  o t h e r  e n t e r ~ r i s e s  have b e e n  t h r o u g h l v  a n a l y z e d  a n d  a r e  
b e i n 6  r e v i e w e d  hv e l t h e r  t h e  management of t h e  ~ a r a s t a t a l  o r  t h e  V a l u a t i o n  
Commiss ion .  S i x  o z h e r  c o m p a n i e s  are g o i n g  t h r o u g h  t h e  v r o c e s s  o f  a f i n a n c i a l  
a n d  l e g a l  c l e a n - u p  w i t h  t h e  a s s i s t a n c e  o f  t h e  T e c h n i c a l  Working  Group. 

I V .  STATEMENT ,OF WORK: 

. . 
The e v a l u c t o r s  w i l l  f o c u s  t h e i r  i n v e s t  i q a t  i o n s  2nd e v a l u a t e  t h e  i s s u e s  t h a t  
a r e  e n u m e r a t e d  i n  t h i s  s e c t i o n .  The e v a l u a t o r s  w i l l  b e  r e q u i r e d  t o  p r o v t d e  i n  

- a  i i n a l  r e p o r t :  t h e i r " f i n d i n g s ,  c o n c l u s i o n s ,  r e c o m m e n d a t i o n s ,  a n d  L e s s o n s  
l e a r n e d .  - .  

T h e  follow in^ i n  o r d e r  of ~ r i o r i t y  a re  t h e  o r i m a r y  i s s u e s  t h a t  must  b e  
e v a l u a t e d  b i  t h e  team: 

1. - P r o q r e s s  Nadc I n  I m p l e ~ e n t i n q  The P r o j e c t .  

G i v e n  t h e  c o m p l e x i t y  o f  t h e  p r o c e s s  a n d  t h e  p o l i t i c a l  c o n s i d e r a t i o n s  
i n v o l v e d ,  t h e  e v a l u a t i o n  m u s t . d e t e r n i n e  and q u a n t i f v  t h e  d e g r e e  o f  
s u c c e s s  i n  a c h i e v i n ~  t h e  o b j e c t i v e s  o u t l i n e d  i n  t h e  P r o j e c t  P a o e r  and  
the P r o j e c t  A g r e e m e n t .  The e v a l u a t i o n  s h o u l d  i d e n t i f y  wha t  p r o c e d u r e s  

a n d  mechan i sms  h a v e  worked  a n d  w h i c h  h a v e  n o t ,  t h e  o b s t a c l e s  t o  
i m p l e m e n t a t i o n ,  a n d  s t e p s  i n  t h e  Drocess t h a t  need  t o  be e l i m i n a t e d  o r  
s t r e n g h t e n e d  a n d  how t h e y  c a n  be s t r e n g t h e n e d .  

2. P r - i v a t i z a t  Con Law (Decree 161-85 and  the R e g u l a t i o n s > .  

.The l e g i s l a t i o n  o n  whictr t h e  P r i v a t i z a t i o n  P ro jec t :  is, q r o ~ ~ n d a d  is i 

c o n s i d e r e d  bv many t o  be  t o o  c o m p l i c a t e d  a n d  i n f l e x i b l e  t o  e x ~ e d i t e  t h e  
p r o c e s s .  
G iven  t h e  Cm7or t ance  n f  t h i s  l e q i s l a t i o n ,  t h e  team w i l l .  b e  reqtrired t o  
r e v i e w  t h e  P r i v a t i z a t i o n  Law and  esf l tn ine  how t h e  GO11 a n d  t h e  T e c h n i c a l  
Workinq Group a d a ~ t e d  t o  t h e  law. 
The e v a l u a t i o n  m u s t  examine  t h e  s t e p s  r e q u i r e d  by tile law t o  imp lemen t  
t h e  p r o j e c t ,  a s  wet1 as  ttmoss r e q u i r e d  t n  c a r r y  n ~ l r  t h e  p r i v a t i z a t i o n  of 



3.  J n s t  1 t u t  Lonol Mechanisms t n  Imvlerncnt  Pro:)r!c t  , 

The P r i v n t i z n t i o n  Law orid t h e  P r o j c c t  Aqsermcnt c r e a t c i l  i n t i t l t u t l o r i n l  
mec a n l s r u ~  t o  irnplerncnt t,hc p r o  j c c t  . The p r i n c i p a l  Lnst l.tut iondl 
me 4 a n i s m s  a r c  t h e  P r i v n t i z n t i o n  Commisr;lon, V a l . u n t t o n  C o m m l s ~ f o n  and 
t h e  Negot i .a t  i on  Corminr;iori.  

The team is r e q u i r e d  t o  examlnc! e a c h  o f  t h e s e  and a a w s s  t h e l r  n d e q ~ ~ e c y  
v i s - a - v i s  t h c  l e v e l  a €  p o r t i c l p n t t o n  i n  ,:he p r o j e c t ,  o u t p u t ,  t h e  r o l e  
t h e y  h a v e  p l a y e d  i n  t h e  p r s x e s s  a n d  what h a s  b e e n  t h e i r  c o n t r l b u t l . o n .  

The  e v a l u a t o r s  s h o u l d  a l s o  e x n m i n e  a n d  d e t e r m i n e  i t s  a d e q u a c y  i n  terms 
o f  t h e  p r o c e s s  t h r o u g h  w h i c h  v a l u a t i o n s  a r e  c o n d u c t e d ,  t h e  m a r k e t i n n  o f  
a s s e t s ,  d i v e s t i t u r e  s t r a t a q i e s ,  t h e  r o l e  t h a t  CONADI's h o l d i n g  cnmD.?nv, 
CAPSER. ~ l n y s  i n  t h e  p r o c e s s  a n d  w h e t h e r  same f a c i l i t a t e s  o r  d e l a y s  e h e  

p r o c e s s .  The e v a l ~ l a t o r s  a r e  a l so  t o  a s s e s s  t h e  p o l i t i c a l  w i l l  o f  t h e s e  
e n t i t l e s  t o  make t h o s e  h a r d  d e c i s i o n s  t h a t  may be e c o n o m i c a l l y  i m p o r t a n t  b ~ ~ t  
t h a t  c a r r y  p o l i t i c a l  r i s k s .  Where p rob lem ' a r e a s  are i d e n t i f i e d ,  w i t h  e i t h e r  - 
t h e  i n s t i t u t i o n a l  mechan i sms  o r  t h e  p r o c e s s ,  t h e  team is r e q u i r e d  t o  recommend 
c o r r e c t i v e  a c t i o n s  o r  a l t e r n a t i v e s .  

4 .  Role of P a r a s t a t a l s  i n  t h e  P r o c e s s .  

The D r o c e s s  hds b e e n  d i r e c t e d  p r i m a r i l y  t o  CONADI a n d  COHDEFOR, w i t h  t h e  
- l a r g e r  s h a r e  o f  ~ r o j e c ;  r e s o u r c e s  beinp,  a l l o c a t e d  t o  COEiADI .because  o f  - 

- - t h e  l a r g e  p o r t  f o l  i o  o f  SOEs.  The team w i l l  be  r e q u i r e d  t o  r e v i e w  t h e  - .- 
i n s t i t u t i o n a l  c o n f i g u r a t i m  o f  CONADI and COHDEFOR a n d  d e t e r m i n e  i f  t h e  ' 

p a r a s t a t a l s  a r e - a d e q u a t e l y  s t a f f e 6  w i t h  t e c h n i c a l  a n d  p r o f e s s i o n a l  s t a f f  . 
w o r k i n g  i n  t h e  P r o j e c t  and h a v e  s u f f i c i e n t  f u n d s  i n  t h e i r  b u d g e t  t o  
imp lemen t  t h e  p r o c e s s .  E x p l a i n  t h e  r o l e  manaqement p l a y s  i n  t h e  
p r o c e s s ,  e v a l u a t e  t h e i r  commi tmen t  t o  n e e t i n g  t h e  o b j e c t i v e s  o f  t h e  
p r o j e c t ,  i d e n t i f y  p r o b l e s  a r e a s ,  a n d  d e t s m i n e  w h e t h e r  a c h a n g e  i n  
c o n f i g u r a t i o n  o f  t h e  v a r a s t a t a l s  would  b e  b e n e f i c i a l  t o  t h e  p r o c e s s .  . 

5. Economic  a n d  F i n a n c i a l  Bene f  i ts . 
The c o s t / l e n e f i t  of t h e  p r o j e c t  n e e d s  t o  b e  e v a l u a t e d .  The team must 
e x a m i n e  a n d  q u a n t i f y  what  t h e  impact of t h e  lease o r  s a l e  of each.  o f  t h e  
c o m p a n i e s  p r i v a t i z e d  h a s  b e e n  o n  t h e  economy o f  Honduras  i n  terms o f  
e x o o r t s ,  emolovrnent ,  new i n v e s t m e n t .  r e d u c t i o n  of c o u n t r y  d e b t .  a n d / o r  
r e d u c t  i o n  {I r e c u r r i  n q  costs a n d  d e t e r n i n e  t h e  e f  f i c i e n c v  o f  t h e  p r o j e c t  
i .e .  Do t h e  b e n e f i t s  j u s t i f y  t h e  c o s t s ?  The team is a l s o  t o  examine  l f  
t h e r e  is a l o n q - r u n  b e n e f i t  o f  what  h a s  b e e n  a c c o m p l i s h e d  t o  d a t e .  



i l l -  
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7. R o l e  of  C e n t e r  f o r  P r i v o t i z m t l o n  i n  t h e  Proce!;ri. 

Tha l o n g - t e r m  t e c h n i c a l  n s u l s t a n c e  f o r  t h e  P r o  Jecr  was c o n t r a c t e d  
t h r o r q l r  n  b u y - i n  o f  A I D I W  PRE's  c o n t r a c t  w i t h  t:hc C e n t e r  f o r  
P r i v n t i z a t i o n .  The C e n t e r  w a s  se1ectcl.d h e c a u s e  o f  i t s  l n i  t l a l  
a s s i s t a n c e  Lo t h e  M i s s i o n  i n  t h e  d e s i g n  o f  t h e  P r o j e c t ,  a n d  o u r  d e s i r e  
t o  maLntaLn c o n t l n u i ~ y  w i t h  t h e  team t h e  C c n t e r  p r o v i d e d  f o r  t h e  L n i t i a l  
work. I n  a d d i t i o n ,  C t  was f e l t  t h a t  t h e  C e n t e r  would  p r o v i d e  l i n k a g e  t o  
o t h e r  A. I.D. M i s s i o n s  and  o t h e r  r e s o u r c e s  a n d  would  e n s u r e  f a s t e r  
X i s s i o n  a c c e s s  t o  e x p e r i e n c e s  o f  o t h c r  c o u n t r i e s  a n d  p r o g r a m s .  The 
e v a l ~ l a t o r s  a r e  a s k e d  t o  d z t e r m i n e  wha t  h a s  b e e n  t h e  c o n t r i b u t i o n  'of t h e  
C e n t e r  t o  t h e  o v e r a l l  p r o j e c t  a n d  specifically t o  t h e  p r i v a t i z a t i o n s  , 

a c k  Leved t o  d a t e .  

8. 'The M i s s i o n  13 c o n s i d e r i n q  a  o n e  y e a r  e x t e n s i o n  o f  t h e  p r o j e c t  a n d  a 
- . o o s s i . b l e  s e c o n d  p h a s e .  The e v a l u a t i o n  s h o u l d  comment. a n d  p r c v i d e  

r ecb rnmenda t ions  as  t o  w h e t h e r  a s e c o n d  ~ h a s e  s h o u l d  be u n d e r t a k e n ,  t h e  
. . s c o p e  a n d  o b j e c t i v e s  t h a t  s h o u l d  b e  i n c o r p o r a t e d  i n  a s e c o n d  p h a s e ,  ' 

t a k i n q  i n t o  c c m s i d e r a t i o n  s i d e  e f f e c t s  and  o t h e r  p o s s i b l e  a l t e r n a t i v e s  
t o  t h e  p r o j e c t . .  The  e y a l u a t i o n  s h d u i d  a l s o  recommend w h e t h e r  t h e r e  is a  
r o l e  f o r  t !~e C e n t i r  i n  a secoild ~ h a s e  o f  t h e  P r o j e c t .  - - 

V .  HETHODS AND PA.OCEDURES : 
. - . . 

I n  f o r m a t  i o n  S o u r c e s  - 
The o r i m a r y  s o u r c e  a €  L n f o m a t : i o n  t o  b e  u s e d  by t h e  e v a l u a t i o n  
t e a m  w i l l  b e  t h e  t r a n s f e r  o l a n s  o f  CONADI and  COHDEFOR., A l s o ,  
t h e  e v a l u a t i o n  t e a m - w i l l  r e c e i v e  f rom A I D  m a t e r i a l  s u c h  as t h e  
P r o j e c t  P a p e r ,  P r o j e c t  Aqreernent ( a n d  p e r t i n e n t  a n n e x e s ) ,  A I D  
a n d  GOH r e o o r t s ,  etc.  

I t  i s  e x p e c t e d  t h a t  t h i s  i n f o r m a t i o n  w i l l  b e  c o r n p l e m e n t ~ d  by,  
inter a l i a ,  v i s i t s  t o  CONADI and  COHDEFOR-staff,  Boa rd  of 
D i r e c t o r s ,  T e c h n i c a l  A s s i s t a n c e  A d v i s o r s ,  t h e  V a l u a t i o n  a n d  
P r i v s t i z a t i o n  Commiss ions ,  USAID/Honduras and  GOH p e r s o n n e l .  
The t s r a l u a t  i o n  team w i l l  h a v e  a c c e s s  t o  adrli t i o n n l  t4.1D' p r o  jecl; 
d o c u m e n t a t i o n  a s  r e q u i r e d  t h r o u g h  t h e  P r o j e c t  Manaqer .  
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VII. 

3 .  P o l l  t l c n l  E c o n o r ~ l s t / S c l e n t  i s t :  Two weak p e r i o d .  Mat1 o r  
e q u i v a l e n t  w l t h  a  minimum o f  1 0  year!3 n x p e r i e n c t ? .  Shoulrl hnvc 
a t  lens t f i v c  y e a r s  e x D e r d e n c e  I n  Lst . ln  Amcricn a n d  ore fera l ) l r  
some ex p e r  i c n c a  i n  Honduras .  
F l u e n c y  i n  SpnnLc!l e s s e n t i a l .  

4.  P r o j e c t  M n n a g e r l C o o r d i n a  t o r :  Two week p e r i o d .  To be 
r e s p o n s l b 1 . e  f o r  c o o r d i n a i i n q  w r ~ r k  o f  o t h e r  team membetg, 
e d i t t n q  a n d  p r o d u c i n g  t h e  f i n a l  E v a l u a t i o n  R e p o r t .  Shou ld  
h o v e  e x p e r i e n c e  i n  e v a l u a t i o n  me t h o d o l o q y  , and r a D o r r  
w r i  t i n g .  F l u e n c y  i n  S p a n i s h  e s s e n t  t a l .  

REPORTING REQUIREMENTS: 

( A )  The C o n t r a c t o r  w i l l  o ' r o v i d e  f o r  M i s s i o n - a p ~ r o v a l  a n  o u t l i n e  o f  t h e  
main body o f  t h e  r e p o r t  v i t h i n  10 d a y s  of a r r i v a l  i n  c o u n t r y ,  and  a  
d r a f t  e v a l u a t i o n - r e p o r t  ~ r i o r  t o  t h e  d e p a r t u r e '  €;om Honduras .  

The  d r a f t  a n d  f i n a l  r e o o r t s  m u s t  i n c l u d e :  p u r p o s e  o f  t h e  e v a l u a t i o n ,  
m e t h o d o l o g y  u s e d ,  major f i n d i n g s ,  l e s s o n s  l e a r n e d ,  c o n c l u s i o n s  a n d  
recommends t t o n s ,  a s  f o l l o w s ;  - - 
1. EXECUTIVE SUMMARY: C o n t a i n i n q  r ieve loomene o b j e c t i v e s  of t h e  p r o j e c t  
o r  p r o g r a m  t o  be  e v a l u a t e d ,  p u r p o s e  o f  t h e  e v a l u a t i o n ,  s t u d y  method,  - 
f i n d i n g s ,  c o n c l u s i o n s ,  r e c o m m e n d a t i o n s ,  l e s s o n s  l e a r n e d ,  a n d  comments on - 
d e v e l o p m e n t  i m p a c t .  Tne E x e c u t i v e  Suamary  m u s t  b e  a s e l f - c o n t a i n e d '  
documen t  . 

- 
2. PROJECT IDENTIFICATION DATA SIIEET. (USAID R e s o o n s i b i l i t y )  

3. BODY OF THE REPORT: I t  s h o u l d  b e  a o p r o x i m ~ t e l y  30-40 o a q e s  a n d  m u s t  
i n c l u d e  p u r D o s e  a n d  s t u d y  q u e s t  i o n s  o f  t h e  t v a l  u a t  i o n :  t h e  economic ,  
~ o l i t l c a l ,  a n d  social c o n t e x t  o f  t h e  p r o j e c t  o r  program;  team 
c o m p o s i t i o n ,  f i e l d  o f  e x ~ e r t  ise and  r o l e  i t  p l a v e d  i n  t h e  e v ~ l u s t i o n ,  
a n d  s t u d y  m e t h o d s  ( o n e  p a g e  maximum); f i n d i n g s  of t h e  s t u d y  ~ 0 n c e r n i n $ 3  

t h e  e v a l u a t i o n  q u e s t i o n s  ( a n y  d e v i a t i o n  f r o m  t h e  s c o p e  o f  work  must  b e  
e x p l a i n e d )  c o n c l u s i o n s ;  r e c o m m e n d a t i o n s ,  i n  a s e p a r a t e  s e c t i o n  f a r  the 
r e p o r t ;  l e s s o n s  l e a r n e d  and comments  o n  d e v e l o p m e n t  i m p a c t ;  a n d  
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rllllt lnuod * c n n m l r .  r n t l * l .  
ai l t l  w l l t l c a l  I I . ' t l l l l y  Ill 
) I r t f~d* r r re  and h n l r 4 l  A n l r l e a .  - Con1 l n u r d  l n p r u u o r n c  I n  
r ~ n l l r v  r n v l r a ~ ~ a v t ~ r  f o r  n r u  
I n v r n f m n l .  I 

Te a y r r a r t  0011 I n l t l a t l r a m  k t u a m n  11-13 comoanlam p r l v a t l n e d  - ProJmct m n l t u r l n (  - ~ a l a t r n r o  01 pa tan t  l a 1  p r l v b l e  : 
t o  p l a n  and Implamant tha  thrOuRb, d t v a a t l t u r a :  * a l e  o l  aaas rb ;  - C o n a u l t l n n  r r p o r f u  r e c t o r  b b y ~ r m  o l  t h a  c m p r n l r r  
p r l v a t l  b a t l u n  01 a t a t e -  I I q u l t l n t  Ion;  and u ~ r a l ( a r n r  c o n t r a c ~ a .  - P r o j e c t  Cva lua t  Inn. and a r a e l r  ba tnu  d l v r r ~ a d .  
ownad e n t m r p r t a e e  - A v a l l a b l l l t y  0 1  c r s d l l  and 

c a p l t r l  l o  t e c l l l t a t r  r h a  
a c q u l r l t l o n  o l  c m l r n l e a  and 
e r r e t a  be lnn  d l v r a t e d .  - Cnn t lnued  CON r u p p o r t  t o  the 
d l v e s t  1  cure p r u c s a r .  - COH/pr lva la a w r n r  
v l  l l l n#neam and 
c o m l t c m a n t  t o  r a r a b l l s h  
a p p r o p r l a t o  l n l r a a t r u c t u r a  l o  - 
auppnrc o f  c m p a n l e a  &In(; 
d l v e a t r d .  

C.1 htp. C . ?  p ~ t p r r t  I n d l c a l o r r  C. 1 

1. l s m l r ~ t l u n a l  l r a r w r b  C.1.a. 't?C and M U  a t a l ! r d  and o o c r a t l ~ ~ n e l  
l A ~ ~ 1 1  1 c a I  DuPpOrt C.1.b. M R  aarmb l lah rw  r a l u a t l o n  C o m l r a l u n .  - 
I r a w u r r k  e a t a b l l a h d .  N e f i ~ t l m t l r y  C o a l a w l o n s  and o t h e r  

m n c l t l r m  r c q u l r e d  by Dscrec 161-85 
I .  P r l r a t l a a l l o n  a u p p l r  C . l . c .  G l o b a l  p. l v a t l r r c  I o n  p l a n 8  approvad  

C a m n e n t a  r r r a b l l n h a d .  C.1.d. CroJ Ic .  mavrrance payments, C r a l n l n ~ I  
a d  o t h r r  aupporr  a::lfiranca 
p r o v l d a d  t o  8-10 I I l e a .  

(@a r e l a r a n  t o  O L I L ~  C.4 (ma r e l a t a d  t o  o u t p u t ~ )  

?ro]acc l b n l t o r l n g  - I l l # h l y  q u a l l l l e d  7.1. 
P r o j e c t  USA10 r e c o r d #  a v a t h b l a .  
CON record. - L o c a l  bank* u l l l l ~ ~  co p'tl- 
A u d l t r  c t p a t a  I n  l l n # n c l n a .  - V a l u a b l r  r h o r r - t r r *  l r a l n l ~  

o p p o r t u n l l t a r  l e  U.S., h t l n  
N p r r l c a n .  and o t h r r  c o u n r r l r r  
u t L 1  be I d r n t t f t r d .  

0.1 In,uc. P; Bt ldf i r t  l 5 c t 1 r d u l r  (UC9000,000) 0 . 3  (ea r e l a t a d  t o  Input:) 0.1 (am r e l a t e d  t c  I- 


