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EXECUTIVE SUM-MARY
 

This report is 
an 
interim evaluation of the FONDO GANADERO DE
HONDURAS, S.A., 
de C.V., 
which is the entity implementing the
Small Fa--mer Livestock Improvement Project
evaluation will be used 
(522-0209). 
 The
 

to: (1) measure 
the extent to which
Project cbjectives have been and are being (2)organizational, met, identifyoperatior -i and ftnancialaffectinc FONDO factors which arefunction_ eic-enc] , consolidationand (3) o.ake and growthspecific recJ:mmenaations 
on actions to be taken to
enhance Lne FONDO'S operaciona! efficiencv and financial andinst -.- I:":onaI vian't 
.
 

The purpose of this projec Is ana zc increase both thenunine:- productivity'-I mal_ 
farm - I vesock operations.reDresen. ne 
Two major reports,nc 

-nvesticazive and ana'ycicalpersonne cricor work done by FONDO.o the arrival of 
the evaluation team, are
p--n ccal source theofincmation. 
perfome- in and 

The field work, which wasJune Jly' 1987, includedof catz;E companies to observe the work of 
visits to the ranches 
the extension agents,
to interv-ew cepositors, to 
see how liguidations and control
visics are 
conducted and 
to observe the work of
superviscrs. FONDOVisits to the FONDO home farms,facilitice- inciuded production and salesinterviews with personneladdition, in charae. inan extensive bibliography ana
informa:io)n current financial
was utilized by the evaluation team.
oricers We interviewed
cnd 
directors of the FONDO, the technical advisors,
officers :f A.i.D., and other persons who are familiar with FONDO
operations and history.
 

The FONDC GANADER0 de HONDURAS, S.A.organizec de C.V. is a properlyand operating coiporate entity, functioning under the
Commercia 
 Code of Honduras. 

Madrid, h.-s 

The General Manager, Ing. 
Ivan
been in this position since December 1986.
the first Quarter of During
1987, he requested his staff and the
consultinz contractors tn prepDre a diagnosis of each
activities one of the
of the FONDO so decLsions could be made to
precarious correct the
financial situaticn. 
 Actions were
costs, but major taken to reducedecisions to increase income are delayed pendingconsidera-ion of the recoimiendations of 
this report.
 
The Admin-strative staff is 
competent.
informatil-,n Detailed financialwas available and up-to-date. While there are
details t,- be corrected in 
the management of the flow of
informat.i,-n about the cattle on deposit transactions, for the
most part 
the accountants receive the information they need.
Computer 
-vstems are in place and people have been trained to use
them. Adsitional programs are being developed by the consultants
 



so more sophisticated analyses can 
be made when required.
 
The technical services staff is professional
with vehicles and well-equipped
so 
they can perform the supervision of production
contracts, provide technical assistance and on-the-job training
for depositors. 
 There is

ability of 

a need for continuous expansion of the
the extensionists to perform the beneficiary training
function. 
 This can 
be done concurrently with the regular monthly
meetings of the technical services staff. The quality of
technical- assistance, selection of depositors and effective
supervision ourinc 
 first 1ne
18 months was
c the contrac'-s nac ro 
low. The fact that 20
be cancelled for a wide variety ofreasons, most'v .)ad animal husbancry7 and over-estimation 


carring capacity, 
o:
 

Erapn.nc 7an -ndicates f:aul p :Ev ormance.De expected -c improve t:'..s Experience andsituation.
 
The enthusiasm ant 
aesire or 
a-'he employees to have the FONDCGAADERO s..cceed.. 
 i e n The Directors are actively involved
i. ane e ce 

--- v 
ident, Franciscore Vasquez,ranc leaur oL wie o:; ariculturai Board of Directors, whichproauction, representsprocessina and marketing

interests.
 

Three izems in 
the project design contribute to 
the existing
f:nancia problems:
 

I. the capitalization plan is not working as 
projected;
 
2. the emphasis on milk prociuction complicates the technical
assistance, supervision, and accounting functions; 
and
 
3. the criteria 
for selection of depositors to reach the AID
target group create,- igh administrative and technical
assistance costs and production enterprises too small to be
economically and financially viable.
 

The cumulative loss of 
the FONDO at 31 May 1987
2,339,000, compared to a projected loss in the Project Paper of
US$ 1,119,000 (Lps.2,238,0


was Lps.
 

0 0 ) at
of operation. the end of the first two years
The fact that the FONDO is technically bankrupt is
primarily due to the fact that the capitalization plan has not
produced the projected subscription of 
capital shares.
of General Administration and Technical Services is 
The cost
 

high in
relation to the number of cattle and the number and type of
production enterprises established to date.
 
The following actions could turn the operating loss situation

around:
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- Siqnifican- expansion 02 the ca-- Ie on denosit program,
 
- Reduced emphasis on 
tne type :i production enterpr±ses whij.-h.proviae t"e leas: return to the Depositor and the FONDO,
 
- increased emDhasis on 
those enterPrises which provide cash
 

returns from :he sale of anial=.
 

- Expansion of FONDOSAL operations ant,
 
- 1anacement 
 of rPuerto Arturo and Santa Cruz to a break-even or 

-hanaes in the contract between the FONDO andsu..estec the Depositor arett a more eQuitatle:eve and easier to manaae .. F.O,.DC n
uraoenna --. ' _
 

-n 
 .. .eies -7 , naz salt-, vaccinesconrc ... and parasiteh i.c.contr-ct, c-t srouid be an expenses'haret oroo--ionaliv. of the 

-The way -n which 
 ;ranspc,-
on cos's are apo -­d to the­
conzrac:i 
 -s n
IThese -J, , inea in the existinacost s aisc so1, contract.F Ci, , 

s£larea prcport:onaliv.
 

- The 
 cis4"ibuionof income from sales f i1:contract- is irneauiabi& for tne 
in the existing

Depositor and difficultadminister. is toWe suggesor 
 a per cow/,er year charge to theDeoositor of Lps. 230 in milk oioductionLps. 150 Dual contracts,in PurL ose contracts andcontracts where the cows are 
Lps. 65 in Cow/Calf

milkec.clear-y state that 
The latter contract shouldthe purpose of a.cow/calf contractproatuce a heavy, healthy is tocalf and, therefore, milking cowspermitted. is nottorainists-oHowever, thethers
if the De-ositor insists milkig cowsother than on milkingcowsfor use 

chargea Lps. 
of his own family, the Depositor will be6,5 per cow/per year forin compensation the reducedweight -;f the weaned calf. 

It has been a difficult task to balance the need 
to have
production enterprises be sufficiently large to be economically
viable for the Depositor and the FONDO withProject to the purpose of the
focus assistance 
on small arid medium-scale livestock
producers. 
When the possession of land
production is suitable for cattle
as a moasure of
owner, we must 
used the economic strength of thetake into account 
that the return
cattle productioji enterprises to investment in 

modest is so low, 1%-3%, ;hat only acash income is produced, even under efficientof resources. managementTo determine the m.inimum numberwould produre acceptable of cattle that revenues for the FONDO and its 
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depositors, the tean. agreed T-hat an acceptable net income fcr cneFONDC oer esuablishec com.nany would be Ls 
3,000 in order -c
render a orcfi cabl 
 eu;.1
tende a = eLs.300iDr, -- ord r
Ur. over the investment in cattle.
the cevosi-cor, wno F rany audicional snoui, receive an income to cover the cos:. o:
labor neeaed for the operation, the value of
work was estimated at race Tharaminimum waaes. Any. 
of Lps. 2,160 annually, based onrevenue over this amount would constitute a
profit over the investment in 
the land, which was
value of LpS. assigned a
500 per ha. o; pasture. Section 
1I1 provies the
details 
to support this 
arcument.
 

Net rc:il 
 anc reu--c to investmentcronucc-. . .. , airv 
varies 

, Dual 
accordinlc 

Purpose. 
Z.c 

Growtnc 
cne 

and 
-C 


.... e:.-11 an : 
ca c iSn recions of :e ountryS t... Our.at "te,i ,._mum area needec for economic 

E N. ....... EOWS 
 BULLS AN AL UNITS 
Cow, 

10 ,( 75Darv 1003E 25 
 38
Dua purPoSe
Grown'n 50-750 lbs) R 4045Pa t - , r nc six c. 45F--87.
 
4 F - 7
 

650-0 
 - 87 
 87
 
The Aararian Reform Law, Article 2--, 
 reconizescroducuye the variation inc:opacivY of 
On triat 

land in various regions of the Country.
Oais, we sugaest a coefficient on 
the number of hectares
of ] . for Depositors in the Aguan Valley, 2.0 in Guayape, Alto
Valle Sula, Costa de Choluteca y Valle, Santa Barbara and Alto
Valle Quimi.can and 2.8 
for the Vcille de Patuca.
 
Subscrntuion of 
CapitaI 
is Lps. 1,763,000 compared to4.5 mi Ilion ncicipated I-mpImpementation the Lps.in -he Plan.
plan ent"tje "Cerlijiicaao The detailed

di, Ahurro Ganadero"require purchase of shares which would
in FONDO GANADERO and a yet to beformed BANCO GANADERO when Certificates of
cattle are issued at sale/purchase of
 

11 the members o" 
the Municipal level of Government has merit.
the Board o Directors and other leaders in the
industry can use their enthusiasm, leadershipachieve enacLiient and influence toof legislation, the necessary capital could besubscribed in an acceptable time. 

The plan referred to above would accelerate the purchase of
shares in the 
"13" category. Compliance with pledges
Agro-industria] from theclass "C" category remains a matter ofand perception persuasion 
profits 

that the FONDO GANADERO capable of earningiswhile per1orminj( an -social functIon. 
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FONDOSAL is a profit center. 
There is un-utilized production
capacity. Document 
27 of the bibliography provides detailed
information. 
 The procress of sales to date and 
a rough estimate
of potential demand suggests that sales could be increased.
good study of ways and means A
to expand sales through advertising,
adjustment in pricmng, selection of distributors, and promotic,
is recommendec. 
 Expansion of this activity can provide Profits
and cash flow to offset losses in other areas.
 
FOND,'1rENDAS, 
tne veterinary/farm supply store, as
operatec, Presentli
is NOT A PROFIT CENTER. Its principal function isprovide ne tcproduction inputs needed for the cattle- on- depositnrocram and fo-rhe ".ome Farms" at reduced cost comuared tomarke 
 o.
 

PUEPTC AR'uRC, SNTA CRUZ-. 


The 'home :arms' are production enterprises under direct
operat o 
 myr.FONDC. Rehabii­tation arid deveiopment of these units
nas 
created an enormous drain on 
the financial, technical and
human resources of FONDO. Suggestions are made to limit the
objectives of 
PTERTC ARTURO to 
the production of purebred
animals. Miil 
 procuc"-oion is expected to 
cover oPerating costs.
SANTA CRiUZ'e 
 is tc proauce hybrid cartie and feed
 
reserves. 
The milkinc 
arior should not be installed because
operaion of,
of feed re-serves
a dairy should not be a major activity. Productioji
of hay

Objectives to 

and pasture should be a major activitv'.
serve as 
a aemonstration center, research, and
beneficiary training should not ne sought at 
this time.
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I. INTRODUCTION
 

This report is the result of 
an interim evaluation of the
 
Small Farmer Improvement Project conducted by Chenonics
 
International Consulting Division at 
the request of
 
USAID/Honduras under IQC Contract PDC-1406-I-00-7007, Work Order
 
80. The field work was done during the month of June 1987.
 

The Project Purposes are:
 

1. 	To increase the number of 
livestock production
 
enterprises,
 

2. 	To improve the productivity of livestock production
 
enterprises,
 

,3. To increase the size of the National Herd,
 

4. 	To increase the supply of livestock commodities.
 

The Goals of the Project are:
 

1. 	To increase the production of food,
 

2. 	To create employment,
 

3. 	To increase the income of the rural population.
 

The mechanism chosr _o .­,tain these goals arid purposes is to

establish a corporate e;tit'i 'ith capital from the private and
public sectors, con-!,rollec. IV the private sector producers, with
the partici ontion the sector tieof 2ic and v-r\ate agro­
industrial ';cto. The iOj)O GAMNADERO DE 1-IODUi-,AS, S.A. DE ;.V. 
was created 31 Aiugust 1984. T~ie Fondo uses the capital and loan 
funds avaf labl, to to for production companies. The FONDO1 it 
supplies cat,] .ochnica - isrance, supervis.i,.n and a small 
amount of c* .::itary c: , ere needed, tc asi<rc the 
success of the cc The]iciceDepositor ;1ovides the. The 
land resources, }ie i abor ol c]i carev of the animals and day­
to-day manage::ot of the ranc.!. The gross profit; and risk of
loss are shared 5.%% by th', Doitor and 45% by the FONDO.
addition, the FONDO operates two "home farms" under its direct

In 

management, a mineralized salt- production and sales unit, and a
Veterinary/Farm Supply unit. The purpose of these units is to 
support the principal activity through provision of breeding

stock and production inputs.
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The conditions of the Project Agreement require the FONDO to
 
concentrate on the small and medium-sized cattle producers,

including the agricultural cooperatives created under the

Agrarian Reform legislation of Honduras. Operations of the FONDO
 
are to be conducted in such a way that it will make a profit as a

private sector entity and, at the same time, perform the social

function of creating economically viable small to medium scale
 
cattle production enterprises.
 

METHODOLOGY
 

Preliminary investigative and analytical work was done by the

technical advisors of the FONDO (FEDERACION DE FONDOS DE
 
COLOMBIA/WINROCK INTERNATIONAL) (SERVICIOS TECNICOS DEL
 
CARIBE/CLAPP AND MAYNE) with the collaboration and active
 
assistance of officers and personnel of FONDO GANADERO DE

HONDURAS. 
 The title of this report is, "Estudio Economico y

Financiero del FONDO GANADERO de Honduras 
a Marzo 31 de 1987. A
second report, prepared specifically for the evaluation team, was
 
prepared by Ing. 
 Miguel Angel Bonilla under a USAID/Honduras

contract, titled, 
"Informe sobre el FONDO GANADERO de Honduras",

dated 3 June 1987. These two up-to-date reports plus the

extensive bibliography provided to us 
is the foundation of the
 
analysis.
 

The evaluation team:
 

1. Visited the ranches of cattle companies to observe the work
 
of the extensionists, to inte, o depositors, to see how
 
liquidations and control vis-
 .,r-conducted, to observe the
 
work of the FONDO suoervisorL an. "home farm" personnel.
 

2. Discussed the preliminary a .2rvations of the eva-uation team
with the Officers and Directors of the FONDO, the teclhnical 
advisors, officers of AID, the evaluation follow-up team, and the
Board of Directors. This procedure gave us valuable "feed-back" 
to test the validity. c.f anyrre3ilinary findings. 

3. Determined the x: a.:L oi comip . nce with the implementation
plan and impl)enoa.i,',i of sugcK:rtlus of the technical advisors. 

4. Conducted a ser. e- of forma.l and informal round table
discussions among the meF-ers of thu evaluation team to share
observations and experience and arrive at the 
consensus which is
 
presented in this report.
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II. FINANCIAL STATUS
 

As of May 31, 1987,The FONDO GANADERO had a negative net
 
worth of L. 302,000. This negative net worth is primarily the
 
result of the failure to attract the projected amount of capital,

especially that which was originally pledged from the private

sector. 
 In addition, part of the contributed capital from the
 
Government of Honduras was 
in the form of the farm "Puerto
 
Arturo." While the FONDO GANADERO is technically bankrupt, this
 
situation can be cured and a plan will be presented. Even with a
 
negative net worth, the Fondo can continue to operate as 
long as
 
it can generate sufficient cashflow to cover operating costs.
 
However, it is first necessary to evaluate the situation to see
 
if the FONDO has any chance of being viable over the long run.
 

Currently, the FONDO is operating at a loss. This loss is
 
estimated to be about Lps. 
1.5 million for 1987 and is primarily

die to two factors:
 

1. There are very high administrative and technical
 
overhead costs which cannot be covered by revenue
 
at the present time.
 

2. There are excessive operating deficits at the two home
 
farms, Puerto Arturo and Santa Cruz.
 

The herd is at about two-thirds of its projected size. It
 
should be completed up to 15,000 head as 
quickly as possible. The
 
expansion should be concentrated to the extent possible in the
 
programs of 
levante and enoorde. These concepts are discussed in
 
further detail in 
section III, Changes to the Contract.
 

1.yci; of -he rmciaining A.I.D. loan funds will be used for the 
hcrd. S~h of the remaining funds will be used to cover operating
!.> L!rough 1990, by which time it is estimated that L. 17 

n o tie oriqinal L. 20 million fund will be drawn. By that 
S... NDCONDO to be self-supporting or thewill have 


ave: .Thi ity of the remaining L. 3 million uill have to beexteuded. 

Throughout this report many suggestions are made to improve

the FONDO operations. All of those will not be repeated here but
 
two should be high-lighted.
 

It is 
important that FONDO!AL sales be expanded. If the salt
 
plant can be producing and selling at capacity by 1990, 
it could
 
contribute from Lps.300,000 to Lps.400,000 per year to help cover
 
overhead.
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~ The operation o'+oeam.mustbebroughtto -break -even.

There is a discussion in Section VI II, Review of Farms, 
as 'to how

this might be done.
 

If the herd is increased to 15,000, properly distributed and
properly developed, by 1990 the FONDO should have annual gross

profit of some L. 1.2 million from the sales of cattle,

merchandise and milk. This gross profit should cover all but
about L. 250,000 of annual operating costs. In order to continue
 
to operate, the FONDO will need access to this amount annually.
If the basic economics of the cattle industry do not improve, it
 may be necessary to extend the Project Agreement Completion Date.
 

In relation to the L. 1.2 million of projected gross profit,
administrative and~ technical overhead currently amount to L. 1.4
to L. 1.5 million per year. It is felt that this amount can be
reduced and such a reduction will have to be made. 
 A possible

alternative to thi's reduction would be the addition of more
operating income, such as expanding FONDOSAL with a second plant
in San Pedro Sula. 
 However, such a plan is too questionable at

this time to warrant projection.
 

The projections made in the Economic Analysis in attached
 
•
!:,./• " i .
 Appendix, • ~ : F' 4 assume, .•,v , • : . , : : • • •: :•• .• / ,I • L • • • •i 

• 

that overhead will• \ / .•.be reduced••, , /but•• that small
,. • ' ' . : " >. : •'.-! 4, 
i - -,i • ii! •" . - • ! ! - , 

amounts of capital or loan infusion.. will; be needed- / i ! each year! ! . I ):>! /
. ,/ 4 'i!
 9•<
P . ''4 - .. -. -
. : .• " '/ : , . : ! ; ' . ­. . " :i , 'J 

after 1990. 

,,
The IRR of the project based on the assumptions used- '.:- , .' , • ! ' ,
A" '--. /' : '' .'' " , . "' •" .
' 
 •"4 ! " "
' -1 is 6.7%.": ! -,.. / " . •.. ' - '- " ., 

'" . : :•,..,L : 'i ; . :- ,
'-I, -' ' •-'4-'

If, because of the nature of the project,:, ' this isI':; -? .-. --­;:  :
i~efas ustie.r~gtio'be] ' 
considered an - 4-,-.7'TeQprto~

4- adequate return, the question of what can be done
riew' v n-',.. .........


O 'Fa
about the capital structure to allow its continuation stillI
 
exists.
 

Over the next five years, it is estimated that approximatelyA
Lps. 1,750,000 of capital will be obtained from the 5% of the
liqidations contributed by depositor. 
 The private sector

purchase of shares has stopped and the ability of 
a company which
is losing money to attract private capital voluntarily is

virtually nil,
 

A plan~called-Certificado de Ahorro Ganadero has been,
proposed. 'Document # 26 has complete details, 
 Under this~ plan
there would be an 
impost levied on each certificate of sale of
cattle in the country. The impost would be used to buy shares in
the FONDO for the person registering a certificate of sale.
After administrative costs, it is estimated that such a plan atLps, 6 per registration would develop Lps. 7,700,000 over five years. The adoption of such a plan would obviate the need for any other type of additional financing after 1990. See Section 
' 



XI Revision of Goals,,Capitalization, for further discussion of 
----this, issue-;-

The accomplishment of such a plan may seem remote. However,
 
a somewhat 6ifferently structured plan to require continuing

purchase of Colombian FONDO capital shares by the entire cattle
 
industry was in effect in Colombia from 1960 to 1986. 
 4
 

This still leaves the immediate problem of negative net
 
worth. If the Certificado de Ahorro Ganadero can be adopted, the
 
Government could immediately invest Lps. 2 million of the
 
remaining A.I.D. funds in a special class of FONDO stock. This
 
would create a positive net worth which should be sufficient to
 
cover operating losses until Fondo operations can be brought near
 
to break-even.
 

Then as capital is obtained from the Certificado de Ahorro
 
Ganadero, a li e amount of the special Government stock would be
 
retired,and the amount transferred to the loan balance. Within
 
two years all of the special stock should be retired and the loan
 
balance would be correct.
 

The projected Balance Sheet in Appendix D is not based on
 
this plan, because it is expected that it would take until 1990
 
before it could be enacted and. the program put in place
 
administratively. This plan is mentioned here as one possible
alternative, but it is probably not the best solution to resolve
 
this problem.
 

In conclusion, the current financial condition of the FONDO
 
is not good and major steps must be taken to correct it. These
 
steps will not be easy and will demand good planning and close
 
administrative follow-up,
 

If thu corrective actions are not implemented at once and
 
successfully executed, A.I.D. should question the wisdom of
 
putting almost Lps. 5 million of additional funds into a company

that will still be bankrupt and unable to fund its operations

when the current loan program ends in 1990.
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CAPITAL (000 L)
 

Accumulated Losses to 5/31/87 
 (2,065)
 

Est. Ies.--s 5/31/87 - 12/31/90 (2,475)
 

Est. Accum:-ulated Losses to 12/31/90 (4,570) 

Est. Ca:>t1 5<oo- - 12/31/90 1,790 

Est. Net Worth- 12/31/90 (1,165) 

Minimum Capital per Project Agreement 9,000 

N :D ED 10,790
 

From Liquidations (5%) - 5 years 1,750
 

-
Program of "Cc- tificate of Live-Stock Savings" 
@ Lps.6, for 5 years 7,700
 

9,540
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III. CHANGES TO THE CONTRACT
 

Under the current dontract, the depositor receives 55% ofinc me and the FONDO'rebeives 45%. Nevertheless, the FONDO has 
the 

to provide the livestock, mineralized salts, vaccines and
parasite control medicines, and 50% of the transportation costs

when the FONDO vehicles are used. The depositor pays annually,

for technical assistance, 1% of the value of the livestock.


:received. The depositor also contributes the pasture and
structures, the care and upkeep of the livestock, and other

medicines. The death of any livestock is shared between the

depositor and the FONDO. The distribution of 55% and 45% is.
satisfactory, but for 'the Fondo to provide mineralized salts and
veterinary suppliesl at no cost to the depositor is 

4 
an inequitable
Y expense for the FONDO. 

th The evaluation team recommends that the market value c sts of
thne mieralized salts, veterinary supplies, and transo-t-ion be
shared in a proportion of 45% for the FONDO and 55% 
for the
depositor. Also, it is necessary for the depositor to 
 his 
own livestock in the same manner as that perscribed by theFONDO
I or livestock on deposit, including the use of mineralized salt 

(FONDOSAL).I'I

2 DISTRIBUTION OF INCOME FROM MILK SALES 
Regarding the revenue from milk, the FONDO currently receives 

Lps. 456.50 annually per registered purebred cow. This amount
 
represents an average sale of 2.5 liters per day, 365 days a
 
year, @ Lps. 0.50 per liter. A non-registered cow generates Lps
:i-i,
' i365 which represents 2 liters dily, 365days ayOar, Lps. .50 i
 
per liter. A dual purpose cow generates Lps. 182.50 for the
 
FONDO by providing 1 liter per day for 365 days at the same rate.
 

The evaluation team recommends that the FONDO receive the.
 
following income for milk annually from the production companies:
for purebred cows, the amount currently received (Lps. 456.50);

for non-registered cows, Lps. 230; 
and for dual purpose cows,
 
Lps. 150. These charges should prevail during the contract

period in accordance with the governing stipulhtions for
producing cows, dry cows 
and calves.
 

Payment for the milk should be made quarterly. If the
depositor fails to do this, the FONDO should charge commercial
 
interest on the amount due until a paz'tial or tota pymen is
 
mide , 

4 . . " S 



Under the current system, cows in the breeding herd do not
represent revenues 
for milk for the FONDO because they are not
supposed to be milked. Nevertheless, the'evaluation team

confirmed that, in all the companies, the breeding cows are
milked in 
to such a degree that it reduces the growth of the
calves, and consequently, the profitability of the breeding

operation, and does not provide the FONDO with remuneration from
 
the sale of the milk.
 

The objective of the breeding programs should be the
oroduction of a milk-fed calf, raised with all the milk of the
other. Tie FONDO, in light of its social responsibility, has

allowed the breeding companies to partially milk some of the cows
to provide enough milk for family consumption. This practice has
been abused to the extemt that most of the milk is taken from the
 cows 
to obtain the maximum amount for sale and the revenues are
 
not shared with the FONDO.
 

When it is confirmed that the breeding cows are being milkedand that the milk is being sold, a charge of Lps. 65 per cow ondeposit should be levied. This represents the product of 180 
days multiplied by 2.3 liters per day @ Lps 0.50 per liter for atotal of Lps. 207. Assuming a calving rate of 70% and allocating

45% 
for the FONDO, this represents Lps. 65 per cow per year.
This payment would compensate the Fondo for the lack of weight

gain of the calf.
 

In summary, the actual and proposed payments would be as
 

fo! lows : 

Activity Actual Proposed
 

P.,:. ed cos.' L. 456.5/cow on deposit L.4 56.5/lactating cow,n'.'tercd cows L. 365.5/cow on deposit L.230.0/lactating cowDu.l 2.trse cows L .182.5/cow on deposit L.150.0/lactating cow 
inu:ow L. 65.0/cow
 

• ;::,: .:]C .' } :;U! MNIip}<iS 

To ,foremin. etile in;imum of needednumber cattle to produce
ad.-2p'a'te 2'enues thefor FONDO and for the depositors, the teamcust:.lished LIps. 3,000 as an acceptable net income for the Fondo 
per company. This would give a reasonable return on theinvw.stment in livestock. The depositor should receive an incometo cover his costs for additiona. labor needed for the operation.
The val;2e of that labor was estimated to be Lps. 2,160 annually,
based on the minimum wage. Revenue in excess of this amountwould const:itute a return on the investment in land, which is
valued at I,ps. 
 500 per hectare of pasture.
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Model 1-A in Appendix E represents a breeding program of 25
 cows and 1 bull in an area of 50 ha., prbviding a return to the

depositor for the cost of labor (Lps.2,160) and a return on the

value of the land (Lps.25,000) at 1.3% 
 An income of Lps.2,160

would place the depositor among families who receive more than
 
Lps.1,996 annually and therefore, in the upper third of the
 
economic stratum of rural families in Honduras. At the same

time, the Fondo would receive areturn of Lps.194.55 on an

investment of Lps.25,000 in livestock for a return of only 0.8%.
 

Model 1-B in Appendix E represents a breeding program of 75
 
cows and 3 bulls in an area of 
100 ha. After a distribution of
the revenues 
and costs in accordance with the recommendations of

the team, the depositor is left with Lps.1,842.67 after being

paid for his own labor and that of two assistants. This figure

represents a return of 3.7% 
on his investment in the land

(Lps.50,000). 
 For the FONDO, the net income is Lps.867.82, which


'gives it a return of 1.2% on an investment of Lps. 75,000 in
 
livestock.
 

Cattle breeding programs in Honduras is 
a marginal operations

due to the current regulated price of meat. 
 In vies of this, the
 
team determined that a breeding operation of 75 
cows and 3 bulls

in pasture areas of 100 ha. 
is the minimum size. This would
 
render an acceptable income for the FONDO and at the 
same time

would be the maximum size that a depositor could handle, given

the prevailing conditions in the Sula Valley.
 

Model 2 represents a dual purpose operation with 50 
cows and

2 bulls in a past-ure area of 65 ha. 
 With the distribution of
 
revenues and deductions for cost in accordance with the
re7c:)mmendations of the team, the depositor would be left with Lps
C. 5.75 on his investment in the land valued at Lps. 32,000, 
piroviding a return of 2.9% For the FONDO, the net profit isL 3,725.43, which reoresents a return of 5.3% on the'.tment value of the livestock. For the FONDO to obtain a
I fi_ t of 1Los. 2,c80 from a dual purpose operation, a minimum of 

Sow.hs, 2 bulls and 56 la. are required. 

Model 3 represents a dairy farming operation with non­
registered cows, consisting of 25 cows, 1 bull and 38 ha. ofpasture. This operation would give the depositor a profit of
Lps.3,508.65 on the investment in the land (Lps.19,000), giving

him a return of 18%. For the FONDO, the net profit would beLps.5,301.5, which rupresents a 10% return on an investment of
Lps.53,000. An operation with 25 
cows, 1 bull, and pasture area
 
of 
38 ha. would be the minimum allowable.
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Model 4 represents an annual calf grazing operation with 70
 
animals in a pasture of 53 ha. 
 The net income for the depositor

would be Lps.9,025.15 on an investment in the land of Lps. 26,500

for a return of 34%. For the FONDO to obtain an income of Lps.

3,029 from this type of operation, it requires a minimum of 59
 
calves and a pasture area of 45 ha. This is the most profitable

activity for the depositor as well as for the FONDO.
 

Model 5 represents a grazing operation to grow young animals
 
from 350 lbs. to 750 lbs. in one year. It was determined that a
 
herd of 115 head on a pasture area of 87 ha. would provide the
 
depositor with a net return of Lps.9,363.85 on an investment in
 
land valued at Lps. 43,500 for a return of 22%. The FONDO would
 
receive a net profit of Lps. 3,048.65 on an investment in
 
livestock of Lps.26,220, which represents a return of 12%. This
 
would be the minimum number of animals which,the FONDO should
 
allow in this type of operation.
 

Model 6 represents an operation designed'to fattenanimals
 
from 650 lbs. to 900 lbs. in 6 months. A herd of 87 head in a
 
pasture area of 87 ha. was considered. The net income for the
 
depositor would be Lps.3,164 on an investment in land valued at
 
Lps.43,500, which would be a return of 7.3% 
in six months. For
 
the FONDO, the net profit would be Lps. 3007.59 on an investment
 
in livestock of Lps. 36,757.50, which represents a return of 8.2%
 
for six months or an annual return of 16.4%
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IIn summary, the minimum number of cattle and the amount of
-andmrequired-are- shown x n-the--f ol~lowing--char: T 7' 

Minimum Number of Cattle and Amount of Pasture
 

Activity Livestock Depositor* FONDO* Land
 

Breeding 
 75 cows+ L.l,842.67 L. 867.82 100 ha
 
3 bulls
 

40 cows+
Dual L. 756.59 L.2,980.34 56 ha

Purpose 2 bulls
 

Dairy 
 25 cows+ L.3,508.65 L.5,301.50 38 ha
 

Grazinq
 

Calves 59 (1-2 yrs.)L.6,928.35 IL.3,029.65 45 hayrlg bulls 115 (1-2 yrs.)L.9,363.85 L.3,048.65 87 haFattening 87 (2-3 yrs.)L.3,164.61*** L.3,007.59***87 ha 
" 
 After deduction for labor for himself and 2 assistants
 
** After costs, including adminstrative and Technical 

assistance. 
** In 6 months. 

To achieve the financial and economic feasibility goals of
this project 
 the current criteria for the size of enterprise for
FONDO prc- zion companies needs to be adjusted upwards.
Considering the variation in profitability of the various
possible enterprises, the "mix" of FONDO companies should include
a larger cot entration of those :which provide the best returns to
Depositors and to the FONDO.
 

According to the Diagnosis Report of the Livestock Industry
in Honduras, carried out by Latinoconsult S. A., Agricultural
Consultants, March 1984, 
the livestock producers with 10 to 299
head of cattle represented 75% of the livestock herd in theCountry and constituted 55% of the producers. 
 The farms included
in this stratum did not demonstrate net profits that would allow
 
S;their classification as 
commercial establishments, rather, these
are enterprises of a domestic (family farm) nature primarily
aimed at providing a subsistencelevel. 
 Only farms with morethan 300 head of cattle could be classified as having improvedmanagement and the capacity to accumulate capital. It is clear
that the FONDO must work with the former group (under 300 head)
to move their orientation toward commercial production,
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The maximum amount of livestock which the FONDO should assign
to each company depends on the type of activity involved.
 

The maximum number of breeding cattle that the FONDO should
assign to a depositor should ke 150 cows and 6 bulls. 
 These

should be placed with producers who have sufficient pasture and

have demonstrated management ability which would 
allow the
operation to be successful. 
 It must be kept in mind that, if the
depositor does not sell milk, as 
this enterprise should be

conducted, it will not be profitable for the FONDO unless the

number of technical assistance and control visits per year is
 
reduced.
 

For dual purpose operations, the maximum should be 100 cows
and 4 bulls. The depositor in this case must also be an
 
entrepreneur of recognized administrative ability.
 

For dairy operations, the maximum number would be 75 
cows and
3 bulls. Those to be included in this program should be farms

which have the necessary infrastructure and where the depositor

has already proven that he has the experience to efficiently

produce and market milk.
 

For grazing operations they should select operators with
experience and sufficient pastuire to allow for the proper growth

and devlopement of the cattle. 
 For growing operations, which
call for increasing the weight of the young animals from 350 lbs.
 
to 
750 lbs. in a year, the maximum number should be 300. In
'
 oper- 'on.3 which call for fattening the young bulls from 650 lbs.
 to 
 lbs. in 6 months, the maximum number would also be 300.
 

As:uming th, same structure for revenues and costs as 
in the
model. :evelored for il± strntion, the net income that would be

received by The depositor3 and the FONDO would be as 
follows:
 

Naximum Number of Cattle Der Depositor
 

Activiv Livestock D1Pfdositor* FONDO 

Breedin, 150 cows/6 bulls 3,685.
L. L. 1,736.

Dual Puipose 100 cows/4 bulls L. 1,891. L. 7,451.

Dairy 75 cows/3 bulls 
 L. 10,526. L. 15,905.

Grazing cElves 300 
 L. 38,679 L. 15,405.

Graz yr:l hulls 300 
 L. 24,426. L. 7,953.

Fatten yr] bulls 
300 L. 10,920. L. 10,371.
 
* After reduction for labor by himself and 2 assistants.
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In summary, it is suggested that there should be a 
"maturing"

of depositors, by starting out at a minimum level with the least

complicated enterprises, building experience, establishing the
carrying capacity of the depositor's land, constructing the
 
necessary structures and eventually arriving at the point where
there is an economically and financially viable enterprise which
will have access to fiiiancial resources other than the FONDO.
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IV. TECHNICAL ASSISTANCE PROGRAM
 

After a tour through the regions of Choluteca, Olancho,

Cortes, Yoro and Atlantida, the evaluation team concluded that

the FONDO'S livestock which has been on deposit is not being

adequately supervised. 
During its tour, the teams observed that
 
the breeding cows are being milked, the calves are thin, and
 
the livestock is infested with ticks and parasitic worms. An
 
explanation for this could be that the extension agents make the
 
necessary recommendations during their visits, but do not

determine in subsequent visit if the recommendations have been
 
carried out. 
The team observed breeding stock with insecticide
 
burns as a result of the improper use of highly concentrated
 
parasite medicine.
 

Maybe the above occurs because the extension agents put too
 
much importance on carrying out the physical control of the
 
livestock and fail to pay attention to the health and physical

condition of the animals. Further, they do not address matters
 
related to the management of the farm, which is what has the
 
most direct affect on eventual profits for both the FONDO and the
 
depositor. This was discussed in Document #37. 
 It was observed
 
that in spite of good pasture on the farms, the cows and calves
 
were not found to be in better than average condition, which
 
suggests that the inefficient operation of the farm prevents

optimal use of the available resources. The emphasis given to
 
seeding and mowing of improved pastures in order to provide the
 
livestock with adequate nutrition h-- .cl. produced the
 
anticipated results due to 
a lack iarm management knowledge

about how best to 
use the available rebourcese.
 

From a total of 172 Participating ompanies, 34 (21%) have
 
been cancelled. in the case of 
the cancelled companies, the

livestock were hungry and in deplorable condition, having lost a
 
a great deal of weight due to the depletion of feed reserves on

the farms. This situat:ion did not come about overnight but had
 
come about over a long peri,d of time. If the extension agents
and depositors had giv . proper attention to the cattle, this at 
problem would not: have occurred. 

The transfer of technology is not taking place sufficiently
to enable the farms to become profitable production units. The 
implementation plan details the technological package that must
be executed to provide technical assistance to the depositor.
This includes aspects of animal nutrition, management, breeding,
health, genetic improvement, and farm management, dwhich if
adopted by the depositors, would yield a positive effect on 
production and productivity. 
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Theteam observed that there is great resistance among the
 
depositors to maintain an up to date register of the livestock.
 
This may be because some depositors do not know how to read or
 
write and need to take advantage of the extension agent's visit
 
to have this task performed for him. In addition, many of the
 
depositors persist in milking the breeding cows, usually with
 
detrimental effects on the calves. This is done because the milk
 
is easily sold and provides needed income for the depositors.
 

The technological package is still in its implementation

phase, so its impact on the depositors cannot be measured yet

with any degree of certainty. The preliminary results from the
 
FONDO'S depositors indicate that the calving percentages arid the
 
mortality rate for calves and cows are approximately equal to the
 
National average as registered for 1985.
 

The Technical Assistance Department of the FONDO is comprised

of 10 persons, including a Director, 7 extension agents, an
 
assistant agricultural engineer, and a secretary. The head of
 
the department resides in San Pedro Sula, has responsibility for
 
the administration of Puerto Arturo and Santa Cruz, supervises

the work of the extension agents, determines all livestock
 
purchases and sales, and participates in the meetings of the
 
executive committee and the technical assistance committee. It
 
would appear that the departmenL head has been assigned too many

responsibilities. He should only be responsible for supervising
the extension agents, overseeing the management of Puerto Arturo 
and Santa Cruz, and participating in the " ting of the executive 
and technical assistance committees. T1 Wculd allow him enough
time to develop annual, monthly and wee).-.y uD ans for his 
activities. Currently, he does not have t --- for activity
planning or for carrying out a year-end e-. ation. 

The extension agents have University degrees and most of them 
possess a sense of professional pride. Each has access to a
 
vehicle and is nrovided with a gcod salary as well as a per dierr 
and gasoline aliowance. It is estimated that the number of 
extension agents is suffici ent t cover the iie-.ds of the FONDO 
until 1990. 

The extension agents must he made aware of the objectives of 
the FONDO as well as the concept that thD compatnies must be 
profitable. In order for the Fondo to develope and consolidate,
the cattle on deposit must be profitable for the participants and 
the FONDO.
 

Fo]lowiny the previous communts, the T'ecE(:!1icnfl Assistance 
Department is not providing ef fective se]ection of future 
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depositors, which is confirmed by the number of companies whose
 
contracts had to be cancelled (21%).
 

The centralization of livestock purchases under the technical
 
department head reduces the efficiency of those purchases and
 
prevents the extension agents from gaining experience in that
 
operation.
 

For some reason, the extension agents have not succeeded in

ga;ning the confidence of the depositors. There should be a
 
shred responsibility between the extension agent and the
 
depositor in the resolution of problems. When a problem arises,

the extension agent should be responsible for recommending

solutions and the depositor should be responsible for
 
implementing them. 
The agent should then confirm in his next
 
visit that the recommendations have been implemented.
 

It may be that the depositor's apprehension and lack of
 
cooperation arises from the dual role performed by the lextension
 
agent. During a visit, when confirming the physical status of
 
the livestock, the agent assumes 
the role of a livestock
 
controller and appraiser. Once this task is finished, the agent
 
assumes the role of 
"friend" and provides the depositor with
 
advice on the best way to improve the operation. In addition,

the depositor may also be influenced by the fact that the
 
extension agent lacks authority to act on problems that should
 
fall within his scop- of responsibility, such as disposing of
 
unproductive animals. This situation could be dealt with by

assigning the tasks of verification and branding of the livestock 
to an appraiser so that the extension agent can limit his
 
services exclusively to technical assistance in the
 
ad-Ministration and management of the farm. 
This approach was 
ccn:-i '::ored in the implementation plan. It is also necessary to 
c,, i.- !h agent the authority to eliminate animals that are not 

.1! 1 re\viously mentioned, the Technical Assistance Department
I.- Leyt effectively helping the depositors to resolve
i J;: -iual operational and managerial problems. The evaluation 
tc:am, recommends that the following changes be implemented in the 
organization and operation of this department: 

1. The department head must carry out the annual planning
of the department's activities. The main objective is to
make effective use of the time and technical capacity of the 
extension agents so that they can provide assistance to a 
greater number of depositors. Advance planning of other
 
activities should be done in such a manner that an annual 
evaluation is poss;ible based on degree of completion of the 
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plan. The department head should allocate the majority of

his time to the supervison and training of the extension
 
agents. Part of the time allocated for the monthly agents

meetings should be used for extension training. Emphasis

should be placed on explanations of what needs to be done on
individual farms and why so that the agents may in turn, do
 
the same for the depositors.
 

2. The department head should delegate the administration of
Puero Arturo and Santa Cruz to two administrators, one for

each farm. The purchase, sale, appraisal and branding of

livestock for sale should be carried out by an appraiser who
has been hired specifically to carry out those tasks. 
 The
department head should authorize the extension agents to sell
 
unproductive animals.
 

3. When visiting farms, the extension .agents should devote

their time to teaching the depositors improved practices and
explaning the reasons for adopting them. 
They should explain

the operational FONDO contract to current and potential

depositors 
 and should also design a development plan for

each farm. The selection of depositors should take into

consideration the proximity of the farm to already

established routes, the capabilities of the depositor and the
 
type of activity which the FONDO needs to 
promote.
 

4. The extension agents should implement the guidelines of
Document #43 in terms of the initial visits, control visits,
and methods for improving the quality of those visits.
 

5. 
Likewise, the extension agents, under the supervisiin of
 
the head of the technical department, should prepare a
calendar of activities for the farms accordina to the zorn. -nwhich they are located: the humid zone (9 or more months ofrain), the intermediate zone (6 to 9 months of rain) and the
dry zone (6 months or 
less of rain). This calendar will

indicate the designation of times for breeding, calving,

weaning, etc, lor tne farms of a given zone. 

6. The Toc-hliical Assistance Department should submit to 
management a training plan for the extension agents, covering

matters related to public relations and business management

The Dale Carnegie Courses and the Central American Institute
 
for Business Management might be considered.
 

7. The extension agents should give priority to 
requests

for participation from those located near the established
 
routes and have proven business expertise and experience in
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the management of livestock, until each extension agent
 
serves 40 depositors.
 

8. The Technical Assistance Department should then classify

the depositors in order to program the visits. There will be
 
class A depositors who will need sporadic supervision, class
 
B depositors who will need little supervision and class C
 
depositors who will need continuous supervision. Based on
 
this classification, the visits can be organized so that each
 
agent can serve increasing numbers of depositors.
 

9. The Technical Assistance Department need not increase the
 
number of extension agents because the current number is
 
sufficient to cover the needs of the FONDO until 1990.
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Essentially, a liquidation is the purchase 'by the FONDO of
 
the depositor's vested interest in the cattle., That
 
interest is then resold to the depositor, to another
 
depositor or marketed through channels on the open market.
 

At the present time, commercialization istjhe

responsibility of the chief of technica'l services.
 
Considering the many responsibilities an'd demands upon the
 
director's time and the number of commercialization
 
transactions required, establishing a separate position to.
 
handle this important function is certainly indicated. It
 
is the opinion of the team that proper administration of the
 
technical services requires the full attention of 'the head
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between cattle movei,4.nt and other .uses such as the delivery 
of Fondosal,
 

A person experienced in livestock production and
 
marketing can protect the interests of the FONDO and, at the
 
same time, assist the depositors. It is imperative that,
 
cattle be well purcha'sed but it is equally important that
 
fair and~eqial values be established for the
 
liquidations. one must bear in mind that liquidations are 
 4'' 

not only one of the major drains upon FONDO funds but that
 
4P 
 they have a great bearing upon eventual profits.
 

In addition to buying and selling cattle and 

.4, provide training for the extension agents. The agent is­
4always 
 present at the time of liquidations. This is an ideal 

time, fox exp~lanations 'of why 'and how to. a'rrive at values 'and j­
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dis-cussions about,-contribu4 ing.-factorssuchas-marketh-,ae-.,t.J 
-"cconditions and type, size, and condition of the cattle.
 

There are always instances when, in the interest of herd
 
ma)Ragement, an animal animals -rshould be disposed of. The
 
decision to do so, and by which channels, should be made by

the extension agents. Generally speaking, the sooner that
 
sick or unproductive animals are removed from the herd,' the
 
better the production performance will be. To have these
 
decisions wait until the head of the division visits the
 
farm and assesses the situation often creates lengthy delays i'
 
which are counter-productive.
 

There is a need for livestock scales to be used in the 

purchasing and selling,of cattle as well as for establishing

the basis for liquidations. In the liquidations of growing
and feeding programs especially, the depositor receives' 
payment on the basis of increased weight. A small 
miscallculation of the weight can make a considerable 
difference when large numbers of cattle are involved. ' ' 
Unless one has the opportunity to see cattle weighed often 's 
and on a regular basis, accurate estimates of weight are
 
difficult. In the interest of fairness to both parties and
 
to avoid differences of opinion which can lead to serious
 
disagreements, scales should be used to determine weights.
 
This holds true for the buying and selling operations as
 
well. It is recommended that portable livestock scales be
 
established in each zone and the extension L ent be
 
i 'One drawback with
instructed in proper use and maintenance. 

this type of scale is that the instructions for transporting
 
must be followed precisely to avoid mechanical problems

which can give inaccurate results. This must be stressed to'.
 
the agents and periodic inspections made to insure that the
 
scales are properly taken care of.
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VI. COMPLEMENTARY CREDIT
 

A review of the complementary credit program indicates that
it is functioning as had been projected but at a somewhat lower
level of 
total loans than had been anticipated. At May 31, 1987,
the amount of loans outstanding was L. 109,309. 
 Of the 65 loans
outstanding at that date, 37% 
were to cooperative groups and 63%
to individuals. Since the ratio of total value of loans was 36%
 
- 64%, neither group of potential borrowers appears to have been
 
favored.
 

Interviews with the depositors who have cattle on deposit
indicated that they were all aware of the program. 
 In addition,
there appeared to be no reluctance to use the credit when it was
 
needed.
 

The terms of the use of the complementary credit program as
set out in the implementation plan are somewhat strict. However,

there is a provision at the end of this section of the plan which
allows the terms to 
be altered in practice if experience proves

such alteration to be necessary. 
A spot check review of loan
files indicates that FONDO management has used good judgment in
"bending" the loan provision rules but staying at all times
within the original intention of the program. It does not appear
that any changes in the administration of the program are
 
required.
 

To 5/31

1985 1986 
 1987
 

Balance-Beg.of year L. -0-
 L.28,464 L. 58,546
Disbursed 28,464 38,582 53,288

Cc1]octed -0- 8,500 2,525
Balance-End of year 28,464 58,546 109,309 

Notes: I. Accrued interest inc tided in balances. 
2. At 1:ay 31, 1987, loans amounting to L. 5,124 were in 
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VII.BENEFICIARY TRAINING 

Basic Principles and Policies, 
 .
 

The implementation plan includes a training plan for itie 
period 1985 through 1989. It states that the objectives of the 
training plan are to:
 

1. Assure that present and potential depositors have the

information and skills to manage the cattle production

companies.
 

2. Promote the 
use of improved animal husbandry practices in 
 " the production enterprises associated with .the FONDO.
 

Maintain and improve the professional capabilities of the
 
technical assistance staff of the FONDO.
 

The purpose of benefi6iary training from the FONDO GANADERO'S
point of view is to assure the economic success of the production
companies. The constraints to meeting these training needs are
 
the following:
 

1. Travel away from the farms to attend technology transfer
 
courses 
is difficult for most of the depositors.
 

2. Many of the depositors do not have a high level of reading

and writing skills.
 

3. The level of knowledge of basic animal husbandry practices
 
is highly variable among the depositors.
 

4. The animal husbandry practices which depositors need to

know vary according to the type of production enterprise.
 

These constraints and the narrowly-defined interest of the
FONDO GANADERQ argue in favor of 
a heavy concentration of training
,-' in an informal environment on individual basis.an The extension 
agent of the Technical Assistance Division is the FONDO employeein the best position to conduct the on-the-job training. 

Since the principal trainers will be the extension agents, thetraining plan must include a provision to "train the trainers". 
Themost cost-effective manner would be toplan training to

coincide with the regular monthly meetings of the 
Technical 
Assistance staff.
 



Content of Training
 

Technology transfer has two major elements; 
one is that the
 
Depositor needs to understand WHY something should be done, the
 
other is to be physically able to do it. This combination of
 
theory and practice is 'essential to the adoption of improved

animal husbandry practices.
 

As an example, if the extension agent explains carefully WHY
 
cattle need salt to metabolize the forage and the way the mineral
 
mixture helps to 
build bones, milk and calves, there is a better
 
chance that the (jecositor will be certain to keep the mixture
 
available to all the cattle, all the time.
 

This principle of combining the "Why" and the "How" of cattle
 
and farm management routines for all the basic management of
 
breeding control, pasture management, care of milk and
 
utensils, animal disease control and parasite control should
 
govern the content and presentation of the subjects. The
 
consulting companies have prepared a series of documents which
 
present the details of many of the animal husbandry practices

which should be used as the initial technical guidance.
 

For example: "Pla/Sanitario", "Manejo y Alimentacion de 
Terneros", "Ianejo y Alimentacion de Animales de Levante", "ManeJo
 
y Alimentacion do Vacas Lecheras", Programa de Capacitacion y

Transferencia de Tecnologia", "Esquema de Asistencia Tecnica en

Reproduccion", "Es ouema General para Evaluacion de la Aptitud
rep -oductiva de S"meozales , 'Planeacion y Desarrollo de Granjas",
and more. These should be used as the principal source 
-f technical gui--i:.' i1 h:Oe training plan. 

Ac-[it .onal1 C]I]i :n!-: 

.hex.ons ion £hauid make a special effort to explain
a>....
r.... 
thea -o:, contract (Contrato para el Fomento de

Pra)ducciol Pecu(a. 0. i,-positor to assure a complete
uniersLanding of l . iiind responsibilities of both parties
to the agreement. 'Jo'. r. nar ion should be repeated on various 
oc'asions to be ceitain that understanding is mutual. 

A farm plan should be developed by the extension agent and the 
derositor which sets the goal for future years and describes the

pre'ent situation. The initial status of the farm is shown on the
visit which responds to an application for participation., 

'The budget for training in the implementation plan is Lps.
380,000 over the five years, an average of Lps. 76,000 per year. 
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Considering the present distribution of the various production
enterprises, the weighted average income for the FONDO per year
per animal is L. 41.60. 
 Thus, it would take the income from 1,735
animals to implement the approved training plan.
 

A training plan which depends on the extension agent, using
his presence on the farm for other reasons, to provide instruction
in the context of the individual ranch operations would not have a
high additional cost. A training plan and budget which providesinstruction for the extension agents while they are atheadquartecs for the regular monthly meetinq should cost
significanitly less than the presenL plan. 
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L; ! ; IVTII,.. _RiEV! EW._0F_.FARM S£OPERAT ED BY °-FOND0 GANAD ERO " ' 

::..The ,visits to the farms of. FONDO,GANADERO-provided some

insight into certain problei areas which :ex'

,­
ist and allow one toi,


'
:,draw some! conclusions as :to why and howi they ,:came-about.S , . i
 

.!!'iAlthough the .farms ar
e !widely separated'geographically and i i

ihave .dissimilar soils-and rainfall:patterns, both.Puerto iArturo 
!.:i
:and iSanta !Cruz have experienced similar problems .iThey have ,bo th
 ibeen abused ithrough ove'r-stocking and have .tried to implement:, I
 

---programs before being prepared to handle them. A 
case in pointi •
:i.is the lack of germination of the Brachiaria seed which wasi i,!
i..imported from iAustralia.iWhen first presented with thei results 
~ i! 

i ;
Sof :the seeding programs,, it would iseem that perhaps theI seed hadl-i :~i inot ibeen •good. Upon review of-the situation, it iseems ,th a t this : i could have been a contribut.ing factor but ¢could not have been .. i
" totally responsible. Brachiaria humidicola prefers a fairly high
: degree of relative humidity.. lowever, none of the seed ii' 
!iii
 

i ::iigerminated iat Puerto A_-turo where the humidity iis~i fairly high, 
i < il
ii,.and isome,ofthe -seed germinated at Santa Cruz..•Thisifact plus ian~ii i!l
corrals~~~~~~~~~ ob~ an twudhv l!~ ~ ~evlpdfrt hlesnee 
farm was physically prepared to handle a seed repicion 
 ii
 

!i.,: .
,program 
 : ii :
 
hevisitse 
to actoam ofesmNDO ~andE provm-iedracsome
minstin crtain
obsebvehapras,hcoxt brend aonet
"thani they were: prepared to handles and-have suffered badly as.:a
atnhugh hearms aihrsi
result:. As soon aspractical, both-should reduce ,the.
widel efreaedgheste
numbers o~f~i.iii
 ca le in residence :to-.types- and levels 
.which .they can :handle. :,~
 
icenly ve ctl antd havetr
foben bsd throungho-tcing es
togh this may have a deleterious :effect i
iedton
mleet
i . he near term on the ability of the farms: to contribute to0th
:incomre,of ogetiptnatinoahlra.aiiiwisthe lahe FONDO GANADERo, it willlpay dividendsee.in:itheihc long term.ia
 .: ii
 

- :.The European.breeds of- cattle, Holstein, Brown Swiss and 
 !.~~ i:!ii:i :
 
imoredfomAutala.Wenfistpesntdwih
Shorthorn, do not easily adapt to the'humid itropics.i h~3s0t
Caeu
/animal husbandry to overcome,the adverse effects o6f heat,'


humidity and coarse grasses is needed to< realize a,sign'ificant

-proportion-of the .genetic asbility of these cattl:e i:to61 produce

m'ilk.! "To imnport these' animals 

.>:
 
so early in ith'e!development-of the
capaci.ty of ~the .FONDOGAN4ADERO !de HONDURAS seems :!to :have i:been in 
"
 

water 

.fences
,utes
 

http:capaci.ty
http:getiptnatinoahlra.ai


PURTO ARTURO
 

OBJECTIVES:
 

1. To provide a source of purebred female cattle with a
 
high genetic potential for milk production.
 

2. To provide bulls of high quality to maintain the
 
purebred herd and to provide hybrids in the cattle
 
companies.
 

3. To introduce pasture and animal husbandry technology.

1 

4. To operate as a profit center.
 
1 

5. To hold cattle temporarily as they are moved from one
 
company to another.
 

The farm "Puerto Arturo" is situated on the North Coast of
 
Honduras near the town of Tela. It consists of 193 ha. of
 
which 150 are used to produce pasture for the cattle. At
 
the present time, approximately 12 ha are planted to sorghum
 
and there is an area of 23 ha reserved for use as a
 
qua- it.ne area for cattle in transit. The balance is taken
 
u.. ith improvements such as corrals, sheds, a milking
 
pirloz, roads, buildings and a soccer field.
 

erations started -n:r.e second quarter of 1985. 
 Cattle
 
were imported from thl lnU -c-d States and from Costa Rica in
 
August and September of thcat year. The importations were:
 

150 head from. the USA Lps. 687,063.55 
232 head from Costa Rica Lps. 524,638.51 

TOTAL Lps. 1,211,702.06 

COMM,,EN1TS:
 

Taking into consideration the time, effort and expense which
 
FONDO GKNADERO has already expended on the farm and the potential
 
for it to make a contribution to the program, the request for the
 
Goveinment of Honduras to take the farm back should be rescinded.
 
A review of these conditions and circumstances make it clear that
 
the farm .Yhould continue to be used within the structure of FONDO
 
GANADERO. The farm has already made a contribution to the
 
operation: by providing a means of recovery for the cattle from a
 

31
 



number of companies which were liquidated under emergency

conditions. 
 If the FONDO had been forced to sell the cattle at
the time of liquidation, the loss could have been substantial.
 

Due to the lack of available forage production capacity, the
7arm should NOT be used as a demonstration unit or as a training

center. 
 It must be made into a self-supporting operating unit,

the primary purpose of which is to produce breeding stock for

distribution to depositor companies 
as well as for sale into the
private sector. The sale of milk from the cow herd, especially if
the herd is increased, should supply sufficient income to make
 
the farm self-supporting.
 

In addicion to the identification of problems and recommended

solutions in the report by Wm. H. Mark, (Document 42), there are

other changes which should be made in the management and
 
operation of the farm.
 

First and foremost, the operation should be completely

autonomous. 
 Whenever cattle are transferred from the farm to

other phases of the FONDO operation, they should be liquidated in

the same prescribed manner as 
when cattle are liquidated at the

depositor level. 
 By the same token, when cattle come to the farm

they should come in under the same guide lines and with an
 
evaluation consistent with the market.
 

There are several ways that the carrying capacity of the farm
 
can be increased to allow for an 
increase in the production herd.

To carry out the work and projects needed to improve the r-ying

capacity, an increase in the labor force will be requ1. 
 Ct: is
recomnended that the number of employees be increased 
 a.o].I-ntil

improvement programs are completed. 
 This includes a resi nt

foreman who is capable of carrying out a plan of executic Ior

short term goals as well as managing the labor force and uaily

operation of the farm. 
 It will be incumbent upon the

aaminitration to provide planning, goals and strong supervision

of farm management to attain these goals. 
 One phase of this farm 
management plan be land plan providesmust a use which forpasture improvement, development and utilizatioii. Again, the 
report of Win. H. Mark has deta-iled information about pasture
improvement methods, costs, and management. 

At the time of the team visit to the farm in mid July, there
had been enough rainfall to make the grass grow vigorously, but 
not so much that the low-lying pastures were flooded. However,
the wet-dry cycle that affects this farm was clearly evident,
suggesting that, as soon as practical, the male calves should be
moved from the farm out to the companies. This would permit a

better utilization of available forage and allow for an 
increase
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of income-producing cattle on the farm. 
 It would, at the same
time, enable the FONDO to increase the number of cattle on
deposit. 
At the end of the growing program, decisions concerning

utilization and distribution of the males can be made. 
The
superior animals can be retained for eventual distribution to
participating companies and those not suitable as 
breeding stock
 can go into fattening programs. At the present time it is not
recommended that the males retained for the growing programs be
castrated. The potential for screw worm problems combined with
the lack of experience of 
a large proportion of the participating

companies make castration inadvisable. There does not seem to be
 any evidence of discrimination between bulls and steers by meat
 processors so that the greater weight/age ratio for bulls also
 
favors leaving the animals intact.
 

If forage is available, the female calves should continue to
be raised on the farm up to breeding age and bred on the farm
before being placed with companies. This will ensure that they
are bred properly and could be available as replacement cows for
the production herd as 
needed or sold as purebred production

cows. 
 There is also the possibility of selling bred, purebred

heifers if they are not needed as 
cattle on deposit.
 

The pasture improvement and management practices which can be
incorporated into the over-all farm management plan are the basis

for increasing the carrying capacity of the farm. 
One phase

which should be given immediate attention is the use of land
which becomes inundated during the rainy season. 
 It must be

handled in such a manner so as 
to obtain the maximum use of the
production capability of that area. This will mean proper pasture

division and rotation and placement of cattle whether it is
calves, heifers or cows, during the time that the area 
can be
 
used.
 

It was observed during the team visit to the farm thatelectric fences are in use but the maintenance of some which werenot in use at that moment left much to be desired. In additionto routine cleanup and maintenance which are required for general
good housekeeping, the proper- planning and use of permanent
fences and movable electric fences are important tools in farmmanagement. The farm administrator, in conjunction with theresident manager, should make a detailed study of the terrain and
design the pasture rotation. Such a plan must arrive at abalance between best use, highest produ-tion and least cost for 
material and labor. 

A program to increase production of sorghum for silage shouldbe undertaken. The climatic conditions do not favor hay-making
in this area, yet feed for the production herd must be available 
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during the dry season and as a safeguard against emergencies. It

is likely that there will be other occas
'ons of adverse

circumstances when cattle will have to be brought from companies

to the farm. Such an eventuality makes it imperative that the

FONDO have reserves of feed available at some location to avoid a
forced sale and subsequent loss. A logical alternative is to
produce sufficient silage to provide for the production herd and
 
to build these reserves. Silage can be made despite rains
 
during the harvest, can be stored for long periods and

contributes to milk production. The decisions as to area and

location of sorghum production can and should be made by the farm
administrator and the resident manager. 
Soil analyses have been

made by the technical assistance team and are available in the
 
archives of the FONDO.
 

As will be stressed in another section of the report, general

animal husbandry is an important consideration in any livestock
 
program. It becomes even more important in the two major

activities of this particular project. 
The breeding and care of
 
a purebred herd as well as milk production from high producing

cows 
both require strong emphasis on the basic principles of
 
animal husbandry. It is imperative that a great deal of

attention be paid to this subject in the future operation of 
the
 
farm.
 

The improvements on 
the farm are more than adequate for an

operation of this size. 
 The only point which may need attention

in this roaard is that there are neiLher ioading facilities norcorrals on the area designated for cattle in transit. The f-.ct
of this is to negate to a large degree, the ability of t -. w_a
to protect resident cattle from contamination by transit -attie.
 

"SANTA CRUZ"
 

OBJECTIVES:
 

1. To provide a source of good quality crossbred female
cattle suitable for use in this zone of lionduras and
which have a high production index for both meat and 
milk.
 

2. To provide bulls of high quality for back-crossing
within the production herd. 

3. To provide bulls for use on "ONDO cows on deposit. 
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4 
To 	operate as a profit center.
 

5 
 To provide hay for use on the farm and for sale.
 

6'. 	To hold cattle temporarily as they are moved from
 
one company to another... !
 

7. To be used as a holding area in case of emergency
 
liquidations.
 

The Santa Cruz farm is situated in the south of Honduras 
near
 
the coast of the Pacific ocean. It contains 294 ha, most of
i!.:: 	 ,(."
which isgood soil, however some of the pastures do have arroyos 


and some are quite rocky.
 

As has been stated frequently, the area does have a long dry
 
.. ,season which greatly affects forage production. Forage
 

production, or the lack thereof, is the main deterrent to
 
profitable operation of this farm. There [is no need to re- .
 
enumerate all of the problem areas found at the Santa Cruz farm 
 -

which have already been identified by the technical assistance.
 
There are however a number of serious problems which have not
 
been brought to the attention of the administration and which
 
should be mentioned.
 

Although a plan of execution for the far-does exist atcthe
level of the administ:ration, the :manager :doesl not :.have a copy nr
 
is he versed on the plan. Without communication or direction
 
from the administration, the farm manager does not have program­
in progress and seems to operate on. two levels. The first is

handle day to day demands as situations arise and the second is
 
to recognize the ultimate goals of land development and hope

that, in some manner, they can all be achieved in one fell swoop
 

The farm manager does not have any authority other than in
 
directing the daily activity of the labor force to handle
 
situations which arise. He does not make any decisions about
 
pasture improvement, cattle movement onto or off of the farm,

cattle purchases and sales or type of programs and activities for
 
the farm.
 

To further 'complicate the situation, the manager of the farm
 
is also the manager of the operation of the FONDOSAL plant, the
 
extension agent for FONDO GANADERO supervising.14 farms, operates
 
a private veterinary practice, and has aprivate farm in the area
 
of Choluteca.
 

At tho, present time there ara several smiall cattle programs'

in 	 operation on the farm. The milking herd consists of 61 

. 
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i~i.!?ii:capacity ibe utilized with ,specific production goals if !the ifarm:-." is ..to .become a otibutor to the financial well -being o f ?FONDO i .! 
:GANADERO.; 

,RECOMMENDATIONS,
 

is the opinion of the team that Santa Cruz be used for two
'I 

crossbred cattle to beused as breedi6g0iii purposes, to produce hay and stock fr FONDO GANADEROfor the production of-good quality . 
cattle on deposit.
 

topography of area,' Taking intotheconsiderationcross the climatic conditions and the ¢breedingawith tcattle which cane ... iwithstand the heat and ih dity withi a duali purpose breed is
indicated. There are many crossbreedin progra s which of FONDO 

. would be suitable to produce the type of cattle recommended.
In thefact,technica which couldiby assistancethe 'FONDO has :in its a serve asthebasisrecommendedforarchives program ....../ 

. for th e d e sign . " " ". .. 
puThepotential for hay production is the majorqassetuofathis
 
ar b cattprovides te u leabrlity to choose among severalN
... Tactivities depending upon climatic conditions, scattle andnmbers
osupplies on hand. An irrigation well exists on the whichwind be put into use with very little ou o puposket epeds
iThe .heare in oir butdo pors whchdit need I 

:!imade useable,. Flood irrigation as practiced. inof the world, whie not the the and many arid are-as .. 
'-V is a viable activity achievemosa procteom enfram.gnwater, thpoe s talxbility to aydrn hooeamonm reconondmsevalededwhe.fcrdc l

Sclimate and soil inthe area. This would permitthe bsis 

noth pontlrion andthe need is would have benefitthe greatest and the added ofisprodell is the lowest arm wh 

Producion of the o0,000bales of hay as projected byWm. H. 
The wodic are inne fm agreat deal of flexi al cn With.mufficient reserves as insurance against extended aeraodsiofe
nt noweain poduto
drought the fa n ol ae h de.bnftocould utilizebestuadsmswaing or feeding te thifullest fadditional animall aured to thewindieaon f 
cimadditional revenue, It also would provide tho ueFONDOi agreat e ability to have the forage avalable a solution 

ii:!::fo0r::: em ergen cy :s i tuations.grwiorfeding addoritia
Uthi the g et aimras durin the detrowinsaionisrad prodi neeis thsefiet eserva
 

'2i development of the production hard be established and other 
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cattle programs be terminated as soon as possible. As isthe case with Puerto.Arturo,_the_ farm- cannot- af.ford-the luxury-o
large nubers of cattle uftil the forage production is at a level 
to. adequately support them without creating potential problems
for the basic production unit.
 

If Santa Cruz is to become an efficient, profitable

operation, it must become an autonomous entity. 
While it will
remain as an integral part of FONDO GANADERO, it must be a profit
center on it's own merit. To accomplish this there are steps

which must be taken.
 

The manager must be able to operate the farm along guide
lines established by the administration but with the authority to
make decisions and implement them. He must be involved in the
development of both short range and long range goals and in
developing a plan of execution. 
He can then manage the
activities of the labor force and use 
 .fresources
to work toward
accomplishing the objectives as definedin the plan.
'. Cattle leaving the farm, regardless of: destination , i~must be.. :.ihandled in a manner consistent with standard commercial practices
 

so that the farm is compensated for feed and care. 
 By the same ..token, cattle coming to the farm, regardless of origin orownership, should also be under an agreement which gives the farm 
7. 

a fair return. This could be done a number of Ways: by paying
for the weight gain or by paying a certain amount per head per
day for the feed and care. For cattle which belong to the farm,
if such a case should exist, any gain or loss of weight and'
 
value will be for the account of the farm. To handle the -.programs properly, a livestock scale should be installed cn the
 
farm.
 

Many pastures are in need of improvement. An improvement
program consisting of small steps should be put into effect as
soon as possible. It is not necessary or sensible to try to
 
improve large pastures in one operation, especially considering
the lack of funds available to mount a large scale improvement
program. The use of movable electric fences make it easy andpractical to utilize the .improved portions of the pastures as

they become usable and productive,
 

A program either to put water in the pastures or to makewater available to each of the pastures is badly needed. Thepractice of driving the cattle to water several times a day isneither good animal husbandry nor efficient use of labor. Thereare any number of good plans available forpasture separation androtation showing water location for best use and/or for least
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cost. Once again, theuse of movable electricfences can be, 

r':It not:;recommende an :automated i;;mil:"king ori !: ¢ is that ...... '... parlor ,f ::: ;;" 
i:;demonstration: purposes be constructed : at -Santa Crz Ml 
:production should not, be :ai primary activity- fo rthe farm. Th~e :T

conditions iof high itemperatures and a. prol onged •dry season ;are :
 
, not conducive to ,dairy operations, . Cattle which have ia high... ; :;
 
2: tolerance: for these conditions, while not the best producers oi'fi. .!! 
iil milk, can ibe utilized in a crossbreeding program. The goal of,: , :i:i 
• such a program should be animals which iretain the heat tolerance .
plus acceptable levels iof milk production., Neither the' farm inor (,-?ii : the FONDO can afford expensive: demonstration :programs at: the ;<: i' ,l i 

expense, of the-many other needs. of the farm. If- it is to become iiii 
: self'supporting, the emphasis must be on production<of hay and of ! i
; i
 

cattle with the proper genetic .make up i :i ':! :; :i: 

. ' When the -farm becomes @producer of, forage i<n excess of ii t ' needs, a program of buying; cattle late in the, dry :season ~itoi be-... . ,, 
prepared for incorporation" into the ctl ndpstpormo

:,FONDO GANADERO can be considered. Seasonal price 'fluctuat..ions' .. .-. :. 
as ! 


! long as one has feed available. ''i:a" ,:..
 
aefvrbeat this time and present"profit opportunities;... :::: /
 

Athough teFnohas a social, responsibility as an int regal ii'i!part of ,the development strategy,. profitable operat.ion must bel
 
tebasic motivation. Awih any business en ter p ri se ,i;t he  ; i
 

• creation of profits is the basis-oficontinuig operation 
SOne modification in current patcswi' a otiuet 4 

i attaining profitable operations isi the(way. in: whichi cows 'are(
S valued in liquidations. At :the present time, coi:- are. asige ; a...:....." 

value at, the tieof delivery.to-the ;depositor. eadeso 
:-the condition of these cows at: the time-of iiUation, ,the same:ii,;l i ..i • begining value is, used when calculating: the profit or .loss of the:!~ IL 
:-- operation up to this point. In those icases where-liquidation {wasi:ii '!!?':';iiiforced due to mismanagement or lack of' care on, the. part of !the.....depositor, the IFONDO was in the :position-of 'receiving !cows...,i :,:(i; :"i,iii!,,w ere
which of.much.lower value: than when the-,- erei delivere
 

: :to the deposio.Cssi on r h 36 forced 
!; liquidations from which the ctlweeaken to the ic
i IPuerto Aruro. The- cows< were in very bad conditionan 
i:,:.required ian extended f eeding tOirecover. Thiperiod of to 
i!ii:period of' recovery: became an :;opera tional i exp ee!to0h 
i f<,inca and itherefore :ian expense to ithe iFoND0 whn inrelt 



on deposit. If 
this is not done because of poor management
 
or negligence on the part of the depositor, he should bear
 
some measure of financial responsibility.
 

In this same regard, the FONDO has the responsibility of
 
delivering cattle of the proper type and condition to the
 
depositor. 
In addition to this, and even more importantly, the
 
agent must constantly be versed on the situation. it is
 
inexcusable that cattle be allowed to deteriorate to the point

that recovery is 
not only expensive but, at times, impossible.

If agents are making regular visits and stay in contact with the
 
depositors, problems can be identified early and solutions sought

before reaching the emergency stage.
 

It has been suggested that the FONDO use the Santa Cruz farm
 
to grow and fatten heifers for sale as a means of recuperating

from the financial losses of the past two years. 
 While the

suggestion has merit from a purely commercial view point, it did
 
not seem consistent with the stated project goals. 
 The team also

felt that this would be a stopgap measure and would not encourage

the changes and improvements in the basic operations of the FONDO
 
which are needed to create a self-supporting entity.
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IX. PRODUCTION INPUTS PROGRAM ,
_.. 


FONDOSAL
 

raltFor the purpose of clarity in this document, the mineralized
 
saltmixture produced and marketed by a division of FONDO

GANADERO will be referred to as Fondosal. The production unit,

also named FONDOSAL, will be referred to as the fondosal
 
division or production unit.
 

Fondosal is produced in Choluteca. The plant has a

production capacity of 2,000 metric tons per year. Presently

the salt is being offered in 100 lb. and 50 lb. sacks. 1986

sales were slightly over 8000 cwt. Actual production costs for

1986 were Lps. 14.22/cwt. Sales to distributors are at Lps.

30.00 /cwt and the retail price is Lps. 35.00. Fondosal is

distribu ed through 59 retail outlets and by FONDO GANADERO who
 
is curre tly providing it to depositors for FONDO cattle dn

deposit.' Distribution of sales for 1985-1986 was 
 s follows:
 
2,200 cwt. to FONDO GANADERO and 9,000 cwt. through

distributors. At present, Fondosal is 
operating at 41% of daily

plant capacity for 10 days per month. The Honduran market is
estimated to be 480,000 cwt. which means that Fondosa l has 2% of

the potential market. (Diagnostico del Programa de Sales
 
Mineralizadose Document 27)
 

Presently the fondosal division does not have an advertising

campaign. From the degree of ;optance of their product

without any publicity, it wo ,- appear that the sales could be

materially increased through promotion. It also may be that a

review of distributors is indicited as well as considering an
 
increase in distributor discou. - There are always thepossibilities that an increase in distributor markup could bring

about a very large proportionate increase in sales or that a
 more selective choice of distributors could increase sales,.
 

It is recommended that a market study and analysis be done
 
to determine potential. Should this prove positive, the proper

method and direction for a marketing campaign can be determined

and embarked upon,. It appears that FONDOSAL division has the
 
potential to make a significant contribution to the financial
 
health of FONDO GANADERO.
 

It is also recommended that Fondosal be put in 25 lb sacks>
to accomodate the many potential customers who use public

transportation and find the larger sacks difficult. 
 There are

also a number of potential customers who would prefer the
 

C, 
 smaller version for several other reasons; the lower coat and
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their use is such that they do not need the larger amountsat
 
one time.
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-- --- ---
 -
_--- --: 

FONDO TIENDAS
 

The 	objectives wofere  the FONDO TIENDAS
im;!:~i~ 	 t o: listed!!I /:in the.
plementation; p lan  'i. 	 ,:
 

1. Provide at reasonable prices the veterinary supplies
 

that allow an efficient administration of FONDO farms
 
and cattle,
 

2. 	Establish functional stores that facilitate the Pale of
 
veterinary supplies,
 

3. 	Establish lines of veterinary supplies to enhance-the
 
technical package provided by the FONDO,
.....
 

4. 	Expand the commercial possibilities of the FONDO as a
 
business.
 

While these objectives were probably valid at the outset of
 
the project, they are not vital to the basic success of 
the 	FONDO *1
objectives, as explained below.
 

* In 1986, the operation of FONDO TIENDAS resulted in a loss of

Lps. 21,000.00 to the FONDO GANADERO. A small store in Choluteca
 
was closed, leaving the store in the suburbs of San Pedro Sula as

the 	only remaining outlet. At this level of operation, with
 
minimal administrative management, FONDO TIENDAS has little
 
chance of being -rcfit contributor.
 

Recommendations have been made to greatly expand the
 
operation -multip. outlets, distributor contracts with
 
suppliers, advert i.ing. This would place the FONDO in the
 
position of direct competition with many local-businessmen and
 
would not enhance its local image.
 

Unlike FONDOSAL, FONDO TIENDAS does not market a unique

product in the country which would give it a competitive

advantage. The management time in the FONDO administration is
limited and total administrative costs are already higher than
 
can 	be justified by sales and gross.profits. It is our
 
recommendation that the management time available be devoted to

the basic cattle business and to the FONDOSAL 'whichhas real
 
profit :potential. An arrangement should be made with an existing
local distributor for a substantial quantity discount on the
 
veterinary supplies needed for the FONDO cattle and FONDO TIENDAS
 
should be closed. 
 .I 
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http:21,000.00


------------------------ --------------

X. COMPARISON OF ACTUAL RESULTS OR CURRENT PROJECTION
 
WITH IMPLEMENTATION PLAN
 

(000 L.)
 

Implementation 

Plan 


Sale of Capital Stock 
Thru 1986 L. 3,500 
Thru 5/31/87 4,333 
Thru 1990 9,000 

Operating Results 
1985 
1986 
Thru 5/31/87 
Thrii 1989 1 

L. (874) 
(464) 

(1,190) 
1,059 

(Diff. 	in cattle gross profit -4 yrs. 


Sales - Total
 
1986 
 L. 	 1,982 

1987 
 3,148 

1988 
 4,122 

1989 
 4,050 


Sales - Cattle
 
1986 
 L. 	 534 

1987 
 1,355 

1988 
 1,960 

1989 
 1,869 


Sales - Merchandise
 
1986 
 L. 	 1,040

1987 
 1,285 

1986 
 1,500 

1989 
 1,500 


Salus - Milk 
1986 L. 	 297 

1987 330 

1988 487 

1989 
 487 

Actual/Current
 
Projection
 

L. 	 1,671
 
1,763
 
2,750
 

L. (861)
 
L. 	 (789)
 

(2,339)
 
(4,347)
 

L. 5,110)
 

L. 	 1,101
 
1,085
 
1,775
 
2,375
 

L. 	 573
 
250
 
570
 
720
 

L. 	 309
 
480
 
600
 

1,000
 

L. 	 219
 
355
 
605
 
655
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Gross Profit - Cattle
 
1986 

1987 

1988 

1989 


Gross Profit - Merchandise
 
1986 

1987 

1988 

1989 


Administration Cost
 
1986 

1987 

1988 

1989 


Technical Assistan:e Cost
 
1986 

1987 

1988 

1989 


Home Farm Cost
 
1986 

1987 

1988 

1989 


Hond. Govt. Loan Balance
 
1986 

1987 

1988 

1989 


Size of Cattle Herd
 
1986 

1987 

1988 

1989 


L. 


L. 


L. 


L. 


L. 


L. 


534 L. 163
 
1,355 85
 
1,960 160
 
1,869 200
 

253 L. 33
 
297 180
 
350 200
 
350 340
 

700 L. 836
 
700 720
 
700 700
 
700 600
 

493 L. 453
 
654 450
 
751 550
 
770 550
 

348 L. 757
 
364 880
 
376 660
 
3pr 
 350
 

14,538 L. 10,255
 
19,58S 12,555
 
19,795 16,555
 
20,000 16,555
 

9,505 8,424
 
15,084 10,758
 
15,084 15,905
 
15,084 16,067
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XI. REVISION OF GOALS
 

COMMENTS ON'THE LOGFRAME
 

A. PROGRAM OR SECTOR GOAL
 

The National cattle population is estimated at 2.7 million

head, increasing at a rate of about 3.5% per year. 
The FONDO

cattle inventory is at 
about 11,000, estimated to increase to
18,000 by 1990. 
 It is not likely that improvements in milk
 
production of the FONDO herd could have such an impact that

Honduras would be self-sufficient in fluid milk production by

Year 2000. Likewise, to expect beef or live cattle exports to

increase by 100% by Year 2000, attributable to FONDO operations,

is not realistic. International market conditions in relation to

supply of cattle suitable for export will govern tihe quantity of
 
exports.
 

B. PROJECT PURPOSE
 

1. The average FONDO herd size is 70 head. 
 Projections of

increase in the inventcry by 1990 shown elsewhere in this
 
report are 18,635 head in 245 companies. The figure, 5,500

livestock producing families, shown in the LOGFRAME is
 
either a typo or an unrealistic number.
 

2. The statement, 
"Fondo Ganadero will have introduced
 
cattle on approximately 20% of its participating farms

during LOP." is strange. With the exception of the "home
 
farms", 
all FONDO cattle are on the farms of participating
 
Depositors.
 

3. "Fondo Ganadero participating producers realize
 
following productivity increases in time frames indicated:"
 

Document P10. page 76, 
of the Bibliography is an authoritative
 
source which states 
that in 1983 the National calving rate was
55%, calf mortality was 10%, adult mortality was 
3-4%, weight at

slaughter was 
300 Kgs. and daily milk production per cow was 2

liters. Comparison of these statistics with the figures shown in

the LOGFRAME suggests a need to adjust the baseline.
 

While calving rates on individual, properly managed, farms in
the United States do reach 80% 
or more, this is not achieved on a
 
large herd with highly variable environmental and animal

husbandry conditions. Achievement of a 72-75% birth rate for

FONDO cattle would be excellent performance. It is not likely to

happen by Year 4 as 
stated in the LOGFRAME. Year 6 or 8 would be
 
more realistic.
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Decreases in mortality rates can be reached in the short time

frame of 1-2 years. Increases'in milk production, slaughter

weight; and reduced age at slaughter are the result of many years
of a well-established breeding and selection program combined

with good pastures, good pasture management and supplemental

feeding. These investments are costly and take time to
establish, so the expected changes in productivity indices are
 more likely to be attainable in ten years than in four.
 

The following suggested changes are keyed to the Project Log

Frame, Appendix B:
 

a. Calving rate will increase from 55% to 72% in 1989 and to
 
75% in 1990.
 

b. Milk production will increase from 730 liters per

lactation to 1320 by Year 1990.
 

c. 	Information on 
length of lactation is not readily

available.
 

d. Adult mortality will decrease from 4% to 3% by 1990
 

e. Calf mortality will decrease from 10% 
to 7% by 1990
 

f. Slaughter age will decrease from 48-60 months to 36-48
 
months by 1990.
 

g. Average slaughter weight increases from 660 lbs. 
to 750
 
lbs. by 1990.
 

C. 	PROJECT OUTPUT
 

The FONDO GANADERO is established and operating and can be
economically and financially viable with improved management and
 some changes in 
 the 	 size of the livestock production enterprises. 

D. 	 COM21EN'TS ON THE SUITABILITY OF FONDO GANADERO TO ACHIEVE THE 
PURPOSE OF' THE PROJECT 

The suitability of the FONDO GANADERO model to achieve theproject purpose of establishing new 	small and medium scale
 
livestock producers is open to question. Colombia has had
entities known as "Banco Ganadero" (which provides money credit),and "Fondos Ganaderos" (which form production companies with landowners). In 1960, 80% of the capital was 	 from the public sectorand 20% from the private sector. Because Colombian law requiredall 	cattle p.oducers to purchase shares thisannually, situation 
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reversed to 80% from the private sector by 1970. While these

corporations have a profit motive, they also serve a social

function by providing the resources necessary to establish
 
successful cattle production enterprises. They are almost

entirely beef rather than milk producers for reasons which are
 
discussed below.
 

The project design attempts to adapt this successful idea to
Honduran conditions to achieve the project purpose. 
Three items

in the project design contribute to the existing financial
 
problems of the FONDO:
 

1. the capitalization plan is not working as 
projected;
 

2. the emphasis on milk production complicates the technical

assistance, supervision, and accounting functions;
 

3. the criteria for selection of depositors to reach the
 
A.I.D. target group creates high administrative and

technical assistance costs to establish production

enterprises too small to be economically and financially
 
viable.
 

With respect to beef production, it is only the growing and
fattening enterprises which produce actual sales that result in

cash to share between the FONDO and its Depositors. Cow/calf

breeding enterprises which produce less than one 
calf per year
per cow produce so little income that herd size restrictions to
under 100 head result in poor financial results for both parties
 

With respect to milk production, the income flow from milk
and dual purpose herds is difficult to manage. It is

possible to control the amount 

not
 
of milk produced for sale so therecan be an equitable share in the product. Calves and the salvage

value of cull cows provide the occasional sale of live cattle.

The gradual increase in uhe 
 value of the herd increases theamount of cI.pital assets, but does not provide a cash income tobe shared. The ri.?sult is that the FONDO must use some of its 
resources to buy out the D:posi Lurs'share of unreali.zed capital
gain. 

The conclusion is that the FONDO model doesn't work very well 
to help form dairies. A better way would be to finance andoperate such a project through arrangements with the dairy
processors who can control credit by deducting loan amortization 
payments from the value of milk deliveries, and who will providetechnical assistance in the interest of increasing the supply of
high quality milk to the processing plant.
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DESIGN AND IMPLEMENTATION PROBLEMS
 

CAPITALIZATION
 

The capitalization plan to have Lps. 9 million subscribed is
 
seriously flawed. Class A shares issued in return 
for ranches is
 
valuable, but the short-term results of operation of the ranches
 
have had a negative impact on cash flow. Class B shares will be
 
subscribed over time as 
the cattle on deposit program of the
 
FONDO grows. Class C shares have not been purchased in
 
significant volume. Voluntary purchases of shares in FONDO with
 
its present financial status are not likely to occur.
 

Lacking is an industry-wide, forced subscription of shares.
 
There is a plan to establish a "CERTIFICATE OF LIVESTOCK SAVINGS"
 
which has merit. The active support and enthusiasm of the Board
 
of Directors and cattle industry leaders is required to attain
 
the adoption of legislation to place the plan in effect. The
 
plan, however, would not force the purchase of shares by the
 
agro-industrial sector of the cattle industry.
 

Colombian legislation in 1959 achieved this purpose through
 
an income tax surcharge on all cattle producers except those with
 
very low levels of investment. The tax surcharge could be paid,
 
or the producer could buy shares in the FONDO GANADERO of his
 
Department and in the BANCO GANADERO. 
The level of taxation was
 
1% of the capital investment in cattle production. The result
 
over a ten-year period was to 
have 80% of the capital investment
 
in these two type of cattle development organizal- is held by the
 
producers and 20% of the capital was held by t, .ub.ic sector.
 

As it is presently drafted, the purchasers of ,e proposed

Certificate of Livestock Savings would primarily Ithose persons

engaged in the marketing phases of the cattle industry. The 
long-range effect might be that the eventual owners of the FONDO 
would be marketers, not the producers. Keeping this in mind, the 
evaluation team recommends a very 'areful review of the 
"Certificate" plan before it is adopted. It would be preferable
to try for something along the lines of the Colombian 
legislation, which results in producers having the majority 
shareholder interest. 

PUREBRED CATTLE IMPORTATION 

A major contributing factor to the precarious financial 
status of the FONDO was the timing of the importation of the 
purebred cattle from the USA and Costa Rica. The need of the 
FONDO to have its own source of purebred cattle with ligh genetic
potential was far enough down the road that postponement. of the 
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importation until the FONDO was fully operational would have been
 
a better strategy. The importation was made in the first half of
 
1985 when the FONDO was in the first stages of organization. It
 
diverted management and technical assistance attention away from
 
the basic need to create viable cattle production companies. It
 
caused money to be invested without a chance of short-term cash
 
flow, and incurred serious losses because neither the home farms
 
nor the Depositor farms were properly prepared to manage exotic
 
cattle.
 

TECHNICAL ASSISTANCE CONTRACTORS
 

We have heard conmments to the effect that, "If the technical
 
assistance and consulting services are excellent, then why do we
 
have such large operating losses?". Typical answers are that the
 
recuxnmendations were not implemented. Responses are to the 
Pff;g-t that, " as many recommendations were accepted and put into 
rf4.ct as we were able to." 

An enormous amount of good advice is contained in the large

nu.ber of documents produced by the consultants. Part of the 
problem appears to lie in the ability of a small staff of 
Hondurans, trying to establish a uni sue type of corporation, to
absorb the technical assistance. Early in this game there were 6
advisors and 3 Honduran officers to act upon the advice. In some 
instances, the level of rapport that we were able to observe
 
indicated that there is 
a problem of transfer of technical advice
 
to FONDO personnel.
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XII, 
 CONCLUSIONS AND RECOMMENDATIONS
 

A. Livestock on Deposit Program

1.a(i) The 50 hectare 1imita'ion is too restrictive. Area
limitations should vary by type of deposit program and


bythe different areas of the country. Recommendations
 
are:
 

ENTERPRISE 
 MIN.HECT.
 
Cow/Calf 
 100
Dairy 
 38

Dual 	Purpose 
 56

Growing (350-750 lbs.) 
 45 	 ..

Fattening six mo. (650-900 lbs.) 
 87
 

Area coefficients: 1.2- Aguan Valley
 
2.0- Guayape, Alto Valle Sula, Costa
 

die Choluteca and Valle, Santa
Barbara and Alto Valle Quimistan

2.8- Valle de Patuca
 

(ii)The limitation regarding access to formal credit does
* 
 not appear to be unduly restrictive.
 

b. No changes are recommended in the current system of
 
depositor classifications.
 

2.a 	 "he following changes are recommended for the contract
 
butween the FONDO and its depositors:
 

1) The FONDO provides salt, vaccines, and parasite

control medicines, but the cost should be an expense

of 	the contract, shared proportionately.
 

2) The way,in which transportation costs are applied to
the contract is not clearly defined in the existing

contract. These costs also should be shared

proportionately. 


4 
3) 	The distribution of income from sales of milk in theexisting contract its inequitable for the depositor and Iis difficult to administer. We suggest a per cow/peryear 	charge to the depositor of Lps. 230 in dairy


contracts, Lps. 
150 in dual purpose contracts, and
 
14,5. 65 in cow/calf contracts where the cows are
 
milked.
 

50,
 



2.b.c. Our calculation of the minimum/maximum number of
 
cattle in each operation is:
 

Min.No. Max No.
Cow/calf 
 78 	 156
 
Dairy 
 26 	 78

Dual 	Purpose 
 42 	 104
 
Growing (350-750 lbs.) 
 45 	 300
 
Fattening six mos.(650-900 lbs.) 87 
 300
 

2.d. 	Information to answer this question is not yet

available. Provision has been made to 
collect this

information via a registry book which is in each one of
 
the Depositors' files. The information has not been
 
entered in any of these forms. 
It is supposed to be
 
entered by the extensionists and the depositors 
so
 
questions like this can be answered. The Appendix shows
 
an overall impact in the Economic Analysis section.
 

2.e. An analysis of 53 companies which have been in
operation for at least 18 months was conducted by the 
STC/CLAPP + MAYNE consultant team. It covers calving
rate 	and combined adult and calf mortality. The calving

average for this universe is 55.89% and death rate
 
is 7.73; not significantly different from the
 
statistics for the National herd. There are, however,

11 herds with calving rates at 70% or above and 19
 
herds with mortality rates 
below 4%. This indicates that
 
the projected productivity indices can be attairned.
 

B. Technical Assistance Program
 

1. Supervision of production companies and training of

depositors has 
 not yet reached the level where efficient,

profitable production is being attained in the majority of 
the herds. 

2. Technology transfer is taking place, but slowly. The recent
study of 53 companies which have been in operation for 18
months or ::,r.e indicates that there are companies which
have achieved calvi 	ng rates above 70% and 19 companies have
reduced death losses to 4% or less. In those companies the
impact of use of improved production technology been 
positi ve.
 

3. The technical unit is organized and staffed to provide for
adequate solfect ion of depositors and efficient cattle
purchase, pliicement and supervision. Operations need to be
improved to avoid repetition of mistakes made during the 
initial yea-s and to expand the number of growing and 
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fattening companies to the point where teparameters

established in the Implementation Plan are complied with.
 

4. Performance in assisting depositors to 'resolveindividual
 
operational and aniTial husbandry problems varies among the
 
technicians. As a , train the trainers" programis

implemented, the extension agents' performance should
 
become more uniform.
 

A 5. It has been suggested that the Director of the Technical 
Services Division has a work load which makes supervision
and training of the agents deficient. Creation of a "buyer"
who would perform the purchase/sale function and ma. age the 

-trucks of the FONDO could reduce the work load of the
 
Director. This would lead to more attention to depositor

supervision and improved technology'transfer.
 

C. Complementary Credit Program
 

1. The credit policies described in the Implementation Plan
 
are consistent with the desired impact. Any deviations from
 
the policies, also provided for in the Plan, appear also to
 
be consistent with the desired impact.
 

, 2. 	To the extent it was possible to determine, procedures
 
appear to result in the efficient provision of credit.
 

3. All depositors interviewed were aware of the program and
 

most had taken advantage of it.
 

4. No changes are, recommended.
 

D. Beneficiary Training
 

1.& 2. It is our recommendation that the training be handled
 
on a somewhat informal, but carefully supervised, basis by
 
.the extensionists. This .."2lrequire a well-planned
 
program of trainer training at the monthly meetings of th
 
technical assistance staff. th:y meeings of the
. 

E. FONDO Home Farms
 

1. The goals and objectives of the home farms are not well
 
defined. In addition, those goals and objectives that' may

be in the minds of San, Pedro Sula management have not been
 
conveyed to the local farmn management.
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2. The home farms do not have sufficient organizational and
 
administrative support to operate efficiently. In addition
 
to 	the lack of plans and goals, they are not being treated
 
as 	separate profit centers so 
the results of their
 
operations cannot be evaluated.
 

3. Cattle in transit are a potential danger to the FONDO
 
herd. Neither ranch has separate corrals and loading

facilities for cattle in transit. The farms did serve as an
 
emergency resource to save valuable animals which lost
 
condition on depositor farms which were not ready to care
 
for them properly. The overstocking of the ranch destroyed
the feed reserves, but it did save the animals. The system

of 	accounting places all the costs of 
that rescue operation
 
on 	Puerto Arturo, but gives it 
no credit so the accounts
 
are skewed against the ranch.
 

4. 	Puerto Arturo should have as 
its primary objective to
 
produce purebred animals for use in the cattle on deposit

program. The purpose of milk production is to pay the costs
 
of operation. Santa Cruz should produce hybrid cattle for
 
use on 
depositor farms and develop the irrigation system to 
produce reserves of feed. The milking parlor should not be
installed and milk production should only be an incidental 
activity. When adequate feed is available, a program of 
growing heifers or bull calves would be appropriate to 
provide income to cover costs. 

F. 	Production Inputs Program
 

1. 	 FONDOSAL 

a. 	 The n i-,rt ion has proven itself commercially viab. even 
with wha:.has appocared to be mi.nima] management 
attent.i on.
 

b. It is fel. tliat potential for arowt h and expanded
profital,I. i ty is substantial . A well def in(d marketing 
program siould be pirepo red, pioballv by tin outside 
prof ess ionai aency, and then be closely followed by top
ManacOome1t. 

C. 	Fondo)sa] is 
a unique product in the Hionduran market. The
mixturo of salt with the proper mixture of minerals has 
a high piotential to improve growth and breeding
efficie!ncy. The product is conveniently packed and easy
to use. The price is competitive. The present impact is
small, ab~out 2% of the potential market. Increased 
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promotion and sales will eventually have a significant ­
impact on the livestock industry
 

d. A 	good marketing program well implemented by top FONDO
*.management should achieve maximum impact and
 
profitability.
 

2. FONDOTIENDAS
 

a. The operation as it is currently organized and operated
is not or is only minimally viable.
 

b. The amount of profit that might be achieved through
growth in the operation does not appear to be an
adequate return on the required management attention and
effort which is a limiting factor in total FONDO
 
operations.
 

c. FONDOTIENDAS does not now have an impact on the
industry. It is doubtful that it will ever have a

significant impact.
 

d. It is recommended that the operation be closed. The
management time-drain in 
an operation competing with
already established local businesses, but not having a
unique market offering, is not justified.
 

G. Financial Status
 

1.a. 	As currently operated, the FONDO does not have long-term
operational and financial viability. The organizational

structure requires 
some changes.
 

b. Major factors affecting FONDOS operational and financial
 
status are the over-distribution of cattle in lower
yielding types of deposit programs, failure to promote
sales of FONDOSA2JL, high overhead and technical service
 
costs, and the expense and cash drain of home farm
operations. Proper distribution of cattle, substantial
expansion of FONDOSAL sales, 
some 	reduction of overhead
 costs and limits on 
the increase in technical service
 costs, and expanded management planning and effort to
 

.
 make 	the home farms self-supporting are needed.
 
cThe remaining A.I.D. funds can best be used to expand the,herd size with cattle appropriate to the higher yieldingtypes of deposit programs and to fund operating losses
during the period required to bring the FONDO to break­
even,
 



d. Current projections, assuming optimum operational turn­
around, still result in an annual loss of about Lps.

250,000 in 1990 and thereafter. If the economics of the
 
cattle industry do not improve or some new source of
 
FONDO income is not found, this amount of additional
 
A.I.D. funding would be needed each year.
 

e. The changes recommended are the same as 
the factors
 
enumerated in G.l.b., above.
 

2.a. 	Currently, the only capital infusion being received is

from the mandatory 5% of depositor liquidations. These
 
amounts will not be sufficient to meet capitalization
 
goals.
 

b. The constraints are very simple. A technically bankrupt
 
company which is 
still losing money has no capability of

attracting either public or private capital voluntarily.
 

c. The only alternative currently foreseeable in addition to

the 5% of liquidations is the plan for Certificado de
 
Ahorro Ganadero. Under this plan, an impost of Lps. 6
 
would be charged on each certificate of cattle sale in

the country. The impost would be used 
to buy shares in
 
the FONDO for the person registering a certificate of
 
sale. If implemented, the plan is estimated to result in
 
Lps.7.7 million of additional capital to the FONDO over a
 
five-year period.
 

H. Revision of Goals
 

1. This section refers t-o suggestions for ch .ge in the Project
"log frame' . Reasons for suggested changes in the "project
purpos(:" and 	 output" provided"projct 	 are in detail in 
Sectij on X I- J16 'i.si on of Goa s. 

2. Two chtaies aiie recu imI I r [hetnd(.d(] Imp)em] nlat.i on Plan. 
The socction -(gardinq t),iln i( i Ily t .in r1C~u d be
revised to r.uf It-ct whiat JA-; happen n!lligin actuiil practice and 
is amp] if i ed in this re ort. S c IciiIy, the I i l1iciii al 
proj ection s need to be re!vie_)d bI2OMaLIS t.he Co,t Of goods
sold for catt ]e sailes was not included in theL "ONDO cost 
projections. 
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I. Development Impact
 

a. The value of agricultural production generated by project

activities for the years 1986 
- 1990 is estimated at Lps.

1,164,000; 2,956,000; 6,606,000; 4,066,000; and 5,547,000
 
respectively.
 

b. The contribution to agricultural GDP (value added) of the

production generated by project activities for the years

1987-1990 is estimated at Lps. 1,316,000; 4,161,000;

2,342,000; and 3,472,000 respectively.
 

c. No FONDO cattle have been sold to export slaughterhouse
 
to date.
 

d. There are 131 depositors in 136 production companies. On

the average, two families operate each one of these
 
units. The FONDO itself has 52 persons. A total of 315 to

325 persons are directly employed as a result of this
 
project.
 

e. A list of 51 
companies where contract liquidations have
 
occurred shows that depositors received Lps. 96,487.24 in

cash or credits and Lps. 9,980 in shares of FONDO stock.
 
The average works out to Lps. 1,891.90 per family.
 

f. An estimated coust/benefit for the project was not computed.

Instead, at the instructions of A.I.D., a calculation was
 
made of the internal rate of 
return. This IRR is current'
 
calculated at 8.5% 

g. While there is probably a impactpositive on rural famili,.
and women diriectly affected by the project, it is not 
si g ii .icant. 

J. Timing and Priori ty Actions 

The oav,iliati (1 t-iimehas been requested to include a "timeframe" whIicl w ld1(11 p,rojeoct managers to establish priority
actions . 'hi I ! the -,hr t.fa] of capi tal causes concern Ior the
long- range viabi l.ity 
of. the FONDO, the primary concern should be
to est il)I i.;I f.ici.olt. op(eration s which produce cash flow and
profi t s Itb ; act. i ons, fortunately, are those which can be
takern diroctly by t.h I"ONDO and by A.I. b. The actions needed
obtai n the ri ght k i nd of capi taliati on depend upon other 

to 

entities, )articiulay-ly the Honduran legislature, so will take 
more t iIe to pl t,, in eoffect. 
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a. See II. Financial Status
 

There is 
a distinct difference in the profitability of t'he
various cattle production enterprisesias is illustrated in the
production models\ shown in Appendix J4 
 Too manyFONDO cattle are
 
in the lower-yielding enterprises and too few in the levante and
encorde enterprises. Concentration on the formation of cattle
companies in the latter categories and the use of A.I.D. loan

funds to purchase the cattle will help, not only to 'increase cash
flow, but also to dilute the high cost of administration and

technical assistance by increasing the number of cattle in the

livestock on deposit program. Action by FONDO.
 

b. See VIII. Review of Farms Operated by FONDO GANADERO
 

Since the excessive operating deficits at the two home farms
 are an important fac'tor in the financial losses noted in the
 
report, the various actions sugggested in this Section should be
started immediately.1 Again action by FONDO is possible under the
 
existing implbmentation plan.
 

C. See III. Changes to the Contract
 

Concurrently with the high priority actions cited above, the
suggested changes to the contract would make the financial
 
agreement between theFONDO and its depositors equitable for both

parties and easier to administer. Action by FONDO.
 

d. See'III. Changes to the Contract
 

The paragraphs on the economic size of enterprise provide
the reasoning by which it is suggested that the A.I.D.
 
restriction to enterprises which have 50 hectares or less should
be adjusted. Concurrently with the actions suggested for FONDO,

A.I.D. should make the changes which will will permit the FONDO
 
to establish cattle production enterprises large enough to be

financially and economically viable for the FONDO and 'its
depositors. The action suggested will keep within the objective

to work with small and medium sized cattle production
 
enterprises.,
 

To name other actions as "high priority" would dilute the
importance of the above-mentioned actions. However, actions to

improve the technical assistance program, to place the suggested
beneficiary.training program into effect, and to seek means to

increase Fondosal sales can be carried out independently and
concurrently. it has been suggested that FONDOTIENDAS is not a
 
profit center and should be phased out. However, since it is 
not
losing money, immediate action seems 
not to be necessary.
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1. Lessons Learned 

When the attempt is made to adapt and transfer a successful
d-velopment project from one country to another, it is essential
 
to know what conditions existed in the first country which

contributed to its success. 
 In this case, the Colombian
 
experience in the 1960-1980 period is the model.
 

a. Capitalization
 

Banking and cattle industry leaders convinced the Colombian

legislature in 1959 to set up the capital resources organizations

(BANCO GANADERO and FONDOS GANADEROS) which were needed to expand

production and improve productivity. The law required

participation in capital formation by ALL cattle producers. 
 It
provided for "seed capital" to be provided by the public sector

and a transition to priv'ate sector control with public sector
 
supervision to assure continuing social responsibility.
 

The capitalization plan for the Honduras project accepted a

farm property in lieu of a cash purchase of shares by the GOH.

While this is a significant asset, it did not make a positive

contribution to the initial profitability of the FONDO. As a
 
matter of 
fact, it diverted technical, administrative and
 
financial 
resources away from the formation of livestock on

deposit programs, which are the principal business of FONDO. 
 In

addi-tion, promises from private sector organizations to purchase

shares were only partially complied with. 
To obtain voluntary
 
purchases of stock in a company which is losing money will now
 
prove to be difticult.
 

b. Market-ino
 

The Colombian livestock development plan started operations
 
at a time when international markets for beef were expanding. 
 In
 
contrast, the Honduras project came on the whenscene
international markets were contracting. Central American

producers acre almost. limi ted to domestic markets which have
limited purchaisinq power so demand is slack and prices are
depressed. This situation can be expected to improve as the

economic "catt.le cycle" continues. We are in a period when herd
inventories can be built up so cattle will be available when 
pri ces improve. 

c. Enterprise Selection 

The FONDOS GANADEROS OF COLOMBIA work exclusively on beef 
cattle production. They favor growing and fattening enterprises
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ATTACHMENT B
 
STATEMENT OF WORK
 

USAID/Hondu ras
 
INTERIM EVALUATION OF THE FONDO GANADERO DE HCINDURAS4 

I. PROJECT TO BE EVALUATED 

The evaluation will focus 
on the financial viability of the Fondo
 
Ganadero de Honduras, S.A. de C.V. the entityimvplementing the Small(

Farmer Livestock Improvement Project (522-029). The Project

Agreement was signed on September 28, 
1983 f~r a total of 43 million 
In AID Grant and $10 million in AID Loan funds. This seven year

effort has a PACD of September 30, 1990.
 

Ii. PURPOSE
 

USAID/Honduras and 
the Board of Directors of the Fond:Ganadero de
Honduras (Fondo) have agreed that an interim evaluation ofthPrjc 
should be performed to: (1) measure the extent 
to which Project

objectives have been and 
are being met, (2) Identify organizational,
 
operational and financial factors which are 
affecting Fondo functinnl
efficiency, consolidation and growth, and (3) make specific

recommendations on actions to be 
taken to enhance the Fond's
operational efficiency financialand and Institutional viability. 

The Fond Bonard of Directors and Management will utilize the

evaluation results to make necessary adjustments In organizational 

'7structure, 
 financial policies anid practices, operational procedures
and the firmi's goals and objectives. USAID/Haonduras and its
counterparts will utilize the evaluation results to Improve overall
Project design and management, which m~ay lead to the redefinitionand/or amendment of the specifics contained In Annex I of 
the Project

Agreement 'regarding contractual relationships, beneficiary

classification, and livestock sub-program size and mix.
 
USAID/lionduras will utilize the evaluation results to make appropriate

adjustments in the Project LOGFRAME and LOP targets related 
to Action
 
Plan objectives as shown In Semi-Annual Reports and other Mission
 
reporting docun'enta'. 

'4 
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USAID/Honduras is also Interested in understanding how private sector
development institutions such as the Fondo can be adequate mechanisms
for enhancing the agricultural productivity of small and medium-sized 

• producers and organi zed farmer groups. ,Thel evaluation results will 
also be utilized as input to a report on the role of the privatesector in Honduran development and the self-sufficiency andsustainability of private sector institutions supported by A.I.D.funding. The for-profit orientation of the Fondo will be ofparticular Importance in assessing the self-sufficiency Issue sincemany A.I.D. funded private sector institutions are not for-profit
orgar'ization5. 

The information Is required y July 31, 1987 in order to make any
necessary changes and adjustments prior to the end of CY 1987. 

' 

II.BACKGROUN~D 

The purpose of the Small Farmer Livestock Improvement Project is toIncrease the number and the productivity of small- and medium-sizedIndividual and group farm livesteck operations, resulting In anincrease in the size of the national herd and the domestic production
of livestock products. 

To achieve this purpose the Fondo Ganadero deUondur., S.A. de C.V.,a mixed-capital producer-controlled corporation, was estiblished The 
Fondo's principal functions are "po- In-.creditechnical assistance, training and infrastructure credit LO Individualproducers and organized campeslno groups interested in initiating or
txpanding their livestock operations. The Fondo Is modeled after theColombian inStItutions of the same name, 

-' 

4currently 

. 

The maijor Furdo program Is Livestock on DeposIt,. Under this progranthe Fondo phlnces cattle with cooperating producers who manag, them In 
return for a share in the proceeds resulting from the operation, 
The Fonda InItiated operations In November of 1984 when It beganaccepting and processing applications for cattle, The f i rat 
placemen~ts 01 cntit w-re made In late March of 1985. The F'ondohas 8, 951 head of caLtie on depositL wi th 128 1ndVIdtjial. Dndgroup livestock operations. 

4 
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The 	Fondo also owns and operates two farms which serve as livestock
production centers and holding areas for Fondo cattle in transit.
Puerto Arturo, located near Tela, is currently managing 406 head of
dairy 	cattle. Santa Cruz, located 
near Choluteca, is currently

managing 420 head of 
beef cattle.
 

In addition the Fondo owns and operates two subsidiary businesses:

FONDOSAL, a plant in Choluteca which produces a livestock salt/mineral
supplement provided to operations with cattle on deposit and sold to
the general public, and FONDOTIENDAS, an agricultural supply store 
which retalas veterinary supplies to participating cattle producers -1

and 	the general public.
 

The 	 Fondu is a for-profit business operating within a set ofsocial/equity guidelines. 
According to the Project Agreement, 80% of
the 	 Fond herd is to be deposited with owner-operators having l ss
than 50 hectares of land and with organized agrarian reform
cooperatives. However, this has to be 	 accomplished without
jeopardizing the entity's financial and 
Institutional viability.
 

Since 	the financial viability of the F 

its 	continued existence as a privatc 

__ operation Is essential to
 
;or entity, it is necessary to
evaluate its current organizational, ,perational and financial statusto make any adjustments necessary tu enhance its viability and
 

sustainability. 

IV. 	STAIEMENT OF WORK
 
7Te evaluation 
 team will undertake the work necessary to answer the 
following questions regarding Project implementation in the general
, areas specified. The analysis should take Into account such things asa 
organizational structure, personnel syst'em and operational policies
and 	 procedures. 

A. 	Livestock on Deposit Program 

1. Is the Fondo In-kind credit (Livestock on Deposit)program

rationally defined and functioning In a manner consistent
 
with operational efficiency, financial viability and the
Fnosgoals and objectives? spetcirically, 

a, 	Is the current system of claqs$Cying depositors define
and Implemented so ast achileve the Itent of the
Project while differentiating hetween small and 
mediium-sized 
farnmers (Class A and 	Class C Dopostorp 
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(I) 	 the 50 hectare limitation on land holdings for
 
Class A Depositors?
 

(ii) the limitation regarding access 
to formal credit?
 

b. 	What changes, if any, are recommended in the current
 
system of depositor classification to improve its program
 
focus and operational effectiveness?
 

2. In the operation of the Livestock on Deposit Programs (milk,

dual purpose, cow-calf, yearling and fattening) what factors
 
most affect the Fondo's commercial viability? Specifically,
 

a. 
Is the current contract which defines ihe distribution of
 
responsibility and income between the Fondo and its
 
depositors providing an acceptable return for both? 

b. 	What is the minimum number of cattle which should 
be 
deposited with an operation under each Program to produce 
an acceptable return to the Fondo and the depositor? N­

c. 	What is the maximum number of cattle which can 
be
 
deposited with -- operation under each Program while 
maintaining Lr:us of the project?, 

d. 	What has been th- impact of each Program on livestock
 
production, far, Sncome, labor and investment and the
 
standard of 
liv~ig for each depositor classification?
 

e. 	Do the current production parameters of 
each Program
 
(calving rates, calving Intervals, weaning weights, milk
 
production, length of lactation, daily weight gains)

Indicate that production efficlencies are Neing achieved
 
with Fondo depositors In comparison to[sIinilar operators
 
who are not participating in the Program?
 

B. 	Tchnical Assistainc pronmT 

What his been the tnpact of the Technical Assistance provided by

Fondo extension agents on livostock production, depositor Income­
nnd 	 Fondo financial viability? Specifically, 

-. 	 ­ t, 	 ­ ,tt:j 
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1. Are the Fondo cattle on deposit being properly supervised and 
managed to obtain efficient, profitable production? 

2. Is technology transfer, i.e., the use of Improved production 
technologies, taking place and what impact has It had on 
Fondo depositors? : 

3. Is the Fondo Technical Unit organized, staffed and operated 
to provide for adequate selection ofdepositors and 'efficient 
cattle purchase, placement, and supervision? 

j 

: 
4. Is the Technical Unit effectively as istlng depositors to~~~resolve thei r I ndividual ope'rationa~l and livestock management.. ' 

problems? 

. '-: .:i{ 

5. What changes, if any, should be made in Technical Unit 
organization and operation to improve the timeliness and 
effectiveness of depositor supervisJon and the provision of 
technical assistance to depositors? 

* C. Complementary Credit Program 

Is th- ..oviion of Complementary Credit effectively supporting: 
individual depositor livestock production? Specifically, 

1. Are he current credit policies defined ',y 
consistent with the desired irpnct? 

the Fondo 

2. Are the procedures for identifying credit needs and 
nuthorizing. and supervising loans resulting In the efficient 
provision of credit? -,­

3. Is the Program being effectively utilized to 
l.ivestock" production at the depositor level? 

support 

*D. 

4. What changJs, if any, should be made to improve the Program 
and enhance the Fondo's and baneficiaries' overall viability? 

BeeiciaryTra pjna 

What are the constraints to meeting the training needs of 
and potential Yondo depositors? Specifically, 

current -
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1. How can a training program best be designed and Implemented 
to produce benefits for the depositors and the Fondo? 

2.; How can training be organized and focused to mee.tproducerneeds while having a positive cost/benefit ratio for the 
•... 

Fonda? 

E. Fondo Home Farms 

Istecurrent organization and operation of the Home Farms 
consistent with the overall goals and objectives of the Fondo? 
Specifically, 

17. Are the goals and objectives of the Home Farms well defined, 
reasonable and attainable? 

. 4 

2. Do the Home Farms have sdfficient organizational and 
administrative support to operate efficiently? 

3. What is the impact of serving as a center for cattle In 
transit on the operating costs of the Nome Farms? 

4. ..n changes, if any, are recommended in the organization and 
_operation of the Home Farm Program to support the attainment 
-f Fondo goals and objectives in an efficient, cost-effective 

e-_nner? 

" "Is 

F. Production l~uty Pr ram 

the ondo's Production Inputs 
an offiT(int, profitable manner? 

Program organized 

Specifically, 

and operated in 

1. Is thie FDOSAL Program properly organized to operate as a 
selfcontainod profit c'nter? Specifically, 

A. Is the operation commorcilly viable as 
orgkimized And ojerated? 

It Is currently. 

b. thnt is t1 

can It best 

potential for growth of 
be 

theoo nd how 
"chlved?and how 

c. ~;, Is the actual and potential Impact of 
tve rat ion on the Iloniduran cattle indtistry? 

the FOND08ALI 
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d. 	What changes, if any, are recommended in FONDOSAL

organization and operation to achieve maximum impact and
 
profitability?
 

2. Is the FONDOTIENDAS Program properly designed and organized
 

to operate as a self-contained profit center? 
 Specifically, -"A­

a. 	Is the FONDOTIENDAS operation commercially viable as it 
is currently organized and operated?
 

b. 	What Is the potential for growth of the operation and how
 
can it best be achieved 
 -


c. 	What is the actual and potential impact of the

FONDOTIENDAS operation theon 	 Honduran cattle industry? 

d. 	What changes, if any, are recommended in FONDOSAL

organization and operation 
to achieve maximum impact and
 
profitability?
 

C. 	Financial Status 

Mhat is the actual financial condition of the Fondo
 
Ganadero? Specifically, 

a) 	Is the Fondo ori.ani.ei and operated In a manner whichwill result in lonL-term operational and financial 
viability? 

b) 	 What are the major biological and economic factors 
affecting the Fondo ' operational and financial status,­* 	 and how can the Fordo best take advantage of the positive 
iand tle effZects of the negative factors?rinimize 

can nc) Nlow reminini A.1. funds best be utilized to 
enhance rondo operational and financal viability? 

d) 
When will the Fondo andero be able 
to generate 
titfficlent Income to cover Its operating expenses? Will
Ithis polnt be reached by the time A.ID, funding
tel'&inates? If riot, what additionl financial 
support
and/or specific actions will be required for the Fondo to
reach the breokoven point? +. 

+ 	 + '
 

http:ori.ani.ei
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e) Whnt changes, If any, are recommended in organizational 
structure, operational design and Program planning and 
Implementation to achieve operational and financial 
viability? 

2. What is the 

efforts? 

current status of Fondo Ganadero capitalization 

a) 

b) 

Is the Fondo pursuing a strategy which will result in the 
attainment of Its goals regarding capitalization? 
What are the constraints to Fondo capitalization in each 

of the shareholder categories? 

c) fow can the constraints Identified be resolved? What 
alternatives are possible for resolving the 
capitalization Issue? Which alternatives are recommended 
and why? 

-

11. Revision of Goals 

Based upon the information available In the Fondo records, the 
information gathered by the evaluation team, and the current 
status of the Project, what adjustments should be made in the
Prject goals and objectives as reflected In the major planning
doetiments? Specificalv, 

* . 

1. Whitt Indicators In the Project LOGFRAME, If any, should be 
revised to reflect what the Project can actually expect to 
accomplish? If revisions are indicated, what should the
revised figures be? 

2. What changes, If, any, 
Implementation 1ln?7 

rhould he maide In the Fondo 

3. Whatt will the Project 
of the Hisson Action 
foIIowi ng:­

contrfbute annunlly to the achievement 
lani Objctives with regard to tl . 

Sh) 

a) Value of Ag,iciultural Plrodction Generated by Project 
activitifes (1,11u)?The contribut'ion to Agrlcultuirnl G1W (Value added) of 
prodution gnerted by Project ncIVItes (?,1.. 

the 
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c) 	Value of Traditional Agricultural Exports Generated by 
Project Activities ()

d) Productive Employment Generated by Project Activities
 
(person/years)?
 

e) 
Increase in real incomes of Project beneficiaries?
 

4. 	 What is the estimated cost/benefit for the Project based upon.
 
actual performance and projected benefits?
 

5. 	,What has been the impact of the Project, if any, on rural
 
families and women?
 

'The evaldation team will present the 
answers to these questions in an
organized form reflecting its findings, conclusions and
 
recommendations. 
 The logical sequence followed to arrive at
 
recommendations should be clearly defined and presented.
 

V. 	 METHODS AND PROCEDURES 

The 	primary source of information to 
be utilized by the evaluation
 
team 	 will be the records of the 	Fondo Ganadero de Honduras. The Fondo
 
has 	 a computerized management Information system, which can be 
accessed by the evaluation team. The Data Systems Management

Specialist from Servicios T6cnicos del Caribe who helped develop the
 
information system and his Fonda Ganadero professional counterpart
will be available to provide an orientation on the information 

:< n~'.', .]a ble .	 ' " !!!
 

It Is oxpocted that this information will be complemented by site 
visits to Fondo activities, personal interviews with Fondo cooperating
producers (indviduals and agrarian reform groups)1 and 	Interviews
 
with individual livestock producers and agrarian reform groups who are 
not p.articipating In the program. A primary source for this
 
information could be Interviews with producers who have applied for
 
rondo cattle and have not yet formally entered the program. Also,>-
Information provided by applicants may be used to establish

comparisons between rondo operators and non-Fondo operators.
 

* The evaluation team will receive from AID prior, to arrival In country 
solected material such as a copy of the Project' Paper, the Project
Agreement and Annex I, AID Quarterly and Semi-Annual'Roports, AID 
Financial Reviews, Reports from the Contractors, the Fondo
 
-mplementat ion Plan, and other rodo p15nnfn8n 
 documents as provided by
 

.44 
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the Fondo Board of Directors and General Manager. The evaluation team
 
will be expected to review these documents as well as internal audits
 
and "d.agn6sticos, carried out to date. The team will- also have
 
access to additional AID project documentation as required through
 
Kurt A. Rockeman, Project Officer and Richard Hughes, Project Liaison
 
Officer.
 

The team leader will be responsible for developing a methodology for 
estimating (1) the Project's 9ontribution to the achievement of 
Mission Action Plan Objectives, and (2) the estimated cost/benefit of 
the Project. This will be do e in consultation with the Mission-
Office of Economic and Progra4 Analysis. 

The team leader will be required to begin work in Honduras at least
 
three days prior to the arrival of other team members. The tcam 
leader will utilize this time to review the Information available,
 
plan further data collection that will be required, identify host
 
country participants In the evaluation, and work with the Project 
Officer, the Project Liaison Officer and 
the Fondo General Manager in
 
logistical planning for the evaluation.
 

The contractors will be expected to work a six-day week, N team• 
planning meeting will take place In-country with the icliparlon of
 
USAID/Honduras Project officials prior to initiation ()f fluId
 
activities.
 

The beneficiary population (target group) is comprised el snall 
individual cattleman and organized agrarian reform cooperatives. Tile 
beneficiaries are recognized as cattleman, are basically Independent

in nature and represent a wide range of political views. However, .
 
they are 
faced with similar problems In access to resources to
 
estabhsh or expand their livestock operations. 

It Is anticipated that the evaluation will require extensive field
 
work, Tie evaluation effort will be based in San Pedro Sula. 
 Field 
work and site visits will require trnvel to ti areas of Fondo 
opertion Including TVla, La Ceiba, Choluteca and Olancho, rondo Home 
. .anare located' near Tela (Puero Arturo) aid Choluteca (Sa -
Cruz). FONDOSAL operations are based In Choluteca. MninIm in 
Tiguilgalpa Is expected, with the requirements formajor being an ­
orientat Ion briefing wi th the team leader, and a debriefI ng with USAID 
and GOf countLerparts prior to tpam departure. 

.9,. . :-, -,:;:D 
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The Fondo Ganadero de Honduras will provide a limited amount of work
 
space, complementary vehicle support, resource persons and documents
 
and some 
secretarial support for daily work requirements.
 

USAID/Honduras will provide assistance from contractor personnel

assigned to 
the Fondo, the full-time presence of a host-country

technician to assist the evaluation team, and Mission liaison through

the Agricultural azd Rural Development Office.
 

The contractor will be expected to arrange for vehicle and secretarial
 
support, translations andreport preparation.
 

VI. COMPoSITION OF THE EVALUATION TEAM
 

The evaluation team members must have extensive background and
 
experience in the areas of 
Livestock Production, Extension,
Agribusiness and Financial Management. 
 The evaluation team will be
made tip 
of the following specialities and qualifications:
 

A. Livestock Economist - This person will function as the evaluation
 
team leader. Should have a minimum of 
ten years of broad general
 
experience in production economics and at 
least five years of
 
experience working in Latin America. Spanish language capability 
.. 4 

the S-3+, R-3+ level 
is required. Should have practical experience in

translating the biological functions involved In livestock productio:
Into economic and financial information. A M.S. degree In Economics 

? 

or Agricultural Economics with a strong practical background in
 
Livestock Overations is required. 
 Prior evaluation experiLoce is
 
required, and prior experience as team leader Is desirable. The 
team
 
leader will be responsible for Initial evaluation planning and for thepreparation of the final report.
 

B. Livebtock Extension Specialist - Should have a minimum of ten yearsof brod general experience in livestock extension and at least five
 
years of e:perience working in Latin America. 
 Spanish language

capability at the S-3, R-3 level Is required. An M.S. degree In
 
Animal Science or a degree in Veterinary Medicine with emphasis in
 

* 
 unimal r~tritton or dairy production Is required. An educational
 
background in ex'tonsion methodology and experience in working with
Ssmall livestock operations Is required. Practical experience In
 
Lr, pfcal livestock prodtiction, tropical pnst'jro management, applied
animal nutrition and animal livalth is'desiral.e, Thils person willhive the primary responsibility for evnluating fhe production Impnct

of the rondo's extenision program on participating producers.
 

Ai:,
:I 

" +++,+.'+~w,+u,,'+,+,+'++ ++' ...1)
......
++-"," + +-j, . ++,,,++.
.. +t'm . ;++,, ++,++ M+ }+
 •+ . s +"- + + : + ,+- +.J +i+ ,
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C. Agribusiness Management Specialist 
- Should have a minimum of ten 
years of agribusiness management experience, and at 
least five years

experience as the manager or chief operational officer of a successful
 
agri-business. Should 
have at least five years of experience working

in Latin America. Spanish language capability at the S-3, R-3 level
 
is required. 
 A minimum of an M.S. degree in Agricultural Economics,
 
or an 
M.B.A combinar with a B.S. in Agricultural Economics or Animal
 
Science is required. A background in Farm and Ranch Management,

combined with some practical knowledge of farm records, applied animal
 
nutrition, herd management and the biological factors affecting

livestock operations is desirable. 
 This person will be primarily

responsible for evaluatIng the Fondo Home Farms and 
subsidiary
 
business operations.
 

D. Financial Management Specialist - Should have a minimum of ten 
years experience in Financial Management with at least five years of
 
experience as a high-level Financial Analyst in 
a successful
 
agribusiness concern and five years of experience working in Latin
 
America. Spanish language capability at the S-3, R-3 level is
 
required. A practical knowledge of computerized accounting systems

and cost-center accounting is required. 
 Background/experience in
 
livestock-oriented operations or business is desi- 'Ie. 
 This person

will be primarily responsible for evaluating tL 
 ondo's financial
 
status and 
budgeting practices, and elaboratinc the riecessary cash 
flow analyses and financial projections. 

USA 7 D/!londi ras will provide the fiill-ti me services of a highly
respected and qualified Honduran agriultLural professional with 
extensive background and knowledge of the Ilonduran lvcstock industry, 
as we]] as of Ht initia] design and 01>';,] ;:at ,,n of the Fondo 
Canadero. lie will ferve. as 
the chief lna] resokirce p,.rson for the 
te;m, wi I aIn .;,st t ,e,,r.rrliers In tn ,r, anding lrca c ,.nditions and 
will p;,rtiritp;t e fully in thle eva1liiitIon effort in-co ,rt ry. 

V11. RELORT'I NC lu-QI'l I ',L-'S 

I. Reort ,rmat lite cont r;ntor wi I ] he respon'; I1i e for the 
prepa at ion of a written report cont a ni ng the fol lowiig .,ections: 

a) .".:.,c iit Ive Snr',ia ry - 'Jil Eyoc iit iye Su ,,,:iiy :t not ex:eedv1, 

five ';Ilg .- !spacfid tywd pa 'ge, and slotuld n;t in a clear, 
c,,nci.,.e ;ur:,mary of 
the most crit Ic;l olIi',-nt . ,iithe. report. 
The Si ,lmary s;houid intIiide t.lie fo]lowing 1 " ;: 
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i) 	 The purpose of the activity evaluated, including the
 
existing constraints and what 
is being done to address
 
them.
 

il) The purpose of the evaluation and the analytical method
 
used, including the types and 
sources of evidence used
 
to assess the effectiveness and impact of the activity.
 

Iii) A discussion of the major findings and conclusions
 
related to the specific questions in the Scope of Work.
 

iv) A spmmary of the recommendations made in response 
to
 
the specific questions posed in the Scope of Work.
 

b) 	 Table of qontents
 

c) 	 Body of the Report - The body of the report should describe 
the context in which the Project is being implemented, and
 
specify the information, evidence and analysis on which the
 
conclusions and recommendations are 
based. It will include
 
speclficsections on the Project's developmental impact and
 
lessons learned.
 

d) 	 Conclusions and Recommendations - The report should end with
 
V full statement 
of conclusions and ormnendations. The 
conclusions should be short and st ict, "7ith the topic 
identified by a subheading related to the questions posed in

the scope of work. Recommendations ! .jld correspond to the 
conclusions, c-nd specify who should t the recommended 
actinns. 

The 	 body of the report should contain no more than 50 pages. 
Addi t lonal details in,! i 1fc,1rrT)-it ion ,ip n which conclusions and 
recomniendat ions are .. v be included in appendices or 
annexes to [ie r ,p, r . 

e) 	 Ajppndicevs - At a .,niriim, tle report will include the 
foil owi ug as y;ppe.Pdr. 

I) The lu';1nat i on Scope of Work 
i!) The Project l.opil lrariwwork I ryt l1er with a brief 

summiry of the cu'ire ,vtat ,r.,nt of 
outplt, and pi 1r, , . 

I I I) A dec ri pt f , f t hf, i:.t hodol ogy ,.r.d in Ihe eval uat I o:. 
Iv) A proje'ction of niper;it ing I rwoi, 

i/ inputs, 

.. p ens,1es, and a 
detalled ca,h 	flow for the Fondo C: :',ro through 1990. 
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v) A projection of the Fondo Ganadero profit and loss
 
statements through 1990.
 

vi) A projection of annual Fondo Ganadero balance sheets
 
through 1990.
 

vii) 
A detailed estimation of the Project's contribution to
 
the achievement of the Mission Action Plan Objectives.
 

viii) A detailed presentation of the estimated cost/benefit
 
of the Project.
 

ic) A bibliography of documents consulted.
 

2. Submission of Report: The contractor will be 
responsible for
 
providing the Agriculture and Rural Development Office,
 
USAID/Honduras, with ten 
copies of the Final Report (five copies in
 
English and five copies in Spanish) no later than July 31, 1987.
 

A draft report in English and Spanish is required before the team
 
leaves the country on/or about July 15. USAID/lionduras will review
 
the draft report and TELEX any comments to the team leader by July

22. 
 Five work days are provided for completion of the final report by
 
the Team Leader after field work Is completed.
 

3. Debriefings: 
 The Evaluation Team wi' hr responsible for 
debriefing the Fondo Canadero Board -ctors and,r Management 
rcgarding their findings, conclusion and recorrmendat Ions in San Pedro 
Sula prior to departure. Thie Team Lead, i will responsible for 
identifying the individual team membehr- L) Vill participate in the 
debriefing. 

7The team leader will also le responsi le for debriefing UiSA]D/Mission 
staff and GO;l cunterpirt., in Tegucigalpa prior to departure. 

Vll. FUND INGG 

The eval at ion will 1 fiivfd f rori 209 Grant Funds. TieProjeuj7 t 2--

cost of loc.al I be from
the olrofe]..will flunded local Currency
Technical Support Tru,,;t h'n,is. "'lie (.;t of thi,; portion of the 
evalu;itIon Is e"t ir:ated at 17(1,(00. An illl..1ra tive buidget is 

ni]ctuded ;a,At tac ment A of t N11/T. 



APPENDIX B
 

PROJECT LOGICAL FRAMEWORK
 

The attache Project Logical. Framework was a major object of
study of the team during its document review. Although elements

of the Logframe are addressed throughout this report, the team

concentrated its cecn-rents 
in two princinle sections:
 

Section X, Compa:_-ison of Actual Results or Current

Projection with Implementation Plan, addresses the financial

benchmark objectives for FONDO as contained in the Logframe,
comparing them with actual/current projections. In summary, the
current projections indicate total sales to be a little more than

half of what the Logframe projected; the sale of capital stock is
 a little less than haif of Logframe projections; the gross profit

for cattle is 
a third with the gross profit for merchandise at
about 13% of Logfraie projections. Costs, on the other hand, are

generally higher than projected in the Logframe with

administration exceeding its target by 19% 
and home farm costs

exceeding the projection by more than double; 
the technical

assistance cost, however, is about 90% 
of its Logframe projection.

Additionally, herd size is about 88% 
and the Government of
Honduras loan balances are 70% of the Logframe projections.
 

Section XI, Revision of Goals, addresses in detail the key
elements contained in the Logframe and suggests more current and

attainable targets for the project in the future. 
 In summary,
 
some of the Logframe weaknesses addressed include:
 

o Project Purpose: 
 The Logframe shows 5,500 livestock­
producing famiU es 
.hich the team finds to be either a

typographlcc_ <:r or an unrealistic number. 
Additional target
figures were t!uciht 
to be overly optimistic, given the current 
project proarf_ .u 

o Projec, ! ;c<: The team reports the FONDO model does
 
not worl: very - -c help form dairies and suggests a better way
to finance anu 
c, rte a dairy project.
 

o Design aiid Iml)i (;entation Problems: 

- The capitalization plan is seriously flawed with 
short-term results of operating ranches having a 
negative impact on 
cash flow for Class A shares.
 

- Timilng of theL importation of purebred cattle is a 
major contributing factor to the precarious financial 
status of YOUDO. 

- Absorption and implementation of the good technical 
as9Istarcoi.,,''commendations gJvn to FONDO has boen 
difficult diue to small Honduranthe staff. 

h-1
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ATTACHMENT A 
Page 4 of 4 

I :fTS: 

A. Paid in Capital of which 

AiD fund!s are programmed 

Budget: (U.S. $000) 

AID: $10,000,000 

CO1: $ 1,000,000 
PVT Sector: $3,500,000 

Assumptions for achieving 

Project Inputs: 

1. 

2. 

Animals 

Equipment 

Opcr:,ting Expenses 

ATD: 

AID: 

AID: 

7,,030,000 

$ 976,000 

S 618,000 

Audit reports 

AID Controller records 

Project Agreement signed 

Satisfaction by COH of 
CP's 

Satisfactory progres5=
towards achieving 

ztr 
"ar-: ehabilitation & 

AID: S 218,000 

outputs 

. u and supplies AID: S !04,000 

I r -t-Tc, e- credit ATD: $ 2,000,000 

7. Trah-ninz AID: $ 500,000 

5. Tcchnical Assistance/Services AID: $ 3,1 c 000 



APPENDIX C
 

METHODOLOGY OF EVALUATION
 

Preliminary investigative dnd analytical work was done by the
technical advisors of the FONDO (FEDERACION DE FONDOS DE

COLOMBIA/WINROCK INTERNATIONAL) (SERVICIOS TECNICOS DEL

CARIBE/CLAPP AND MAYNE) with the collaboration and active
assistance of officers and personnel of 
FONDO GANADERO DE
HONDURAS. 
The title of this report is, "Estudio Economico y
Financiero del FONDO GANADERO de Honduras 
a Marzo 31 de 1987.
 

A second report, prepared rpecifically for the evaluation
 
team, was prepared by Ing. Miguel Angel Bonilla under a
USAID/Honduras contract titled "Informe sobre Pl 
FONDO GANADERO
de Honduras" and dated 3 June 1987. 
 These two up-to-date reports
plus 	Lhe !xtensive bibliography provided to 
us is the foundatiop

of the analysis.
 

The evaluation team:
 

1. 	 Visited the ranches of 
cattle companies to observe the

work of the extensionists, to interview depositors, to
 
see how liquidations and control visits 
are conducter',

and to observe the work of 
the FONDO supervisors and
 
home farm personnel.
 

2. 	 Discussed the preliminary observations of the
 
evaluation team with the officer.8 
-nd directors of the
FONDO, the technical advisors, .icors of AID, theevaluation follow-up team, ana Lhe !oard of directors. 
This procedure gave us valuable f ed-back to test ,.he
validity of our prci] ii nry firdi s 

3. 	 Deternined the exLent of compliance with the
implementation plan and i rnpl ementatiorl of suggestions 
of the techni cal acr.',:.:i ­

4. 	 Conductd a se 8- c ',a] and 11 unraI round table
discussiois amoni I in-ler., of Le ovaluation team to 
share obs(.rvation ; x perjenc:(and an,,i arrvw at the 
cuISCoIISUS which ji; prC;enlted in t h.i , 

c- I 



-------- -------- -------- -------- ---------
ASSETS
 

Current Assets
 
Inventory of Cattle 

All Other 


Land 


Fixed Assets 


Less: Depreciation 


Deferred Costs 


T 0 T A I. 


LIABILIIIES AND NEI WORTH
 

Accounts Payable 


Govt. of Honduras Loan 


Net Worth 
Capital Stock 


AccumIulated Deficit 
Deferred Profit 


T 0 T A L 


'API ;LC-"D 

FINANCIAL PROJECTIONS
 

PROJECTED BALANCE SHEET
 

(000 L.)
 

1986 1987 1988 1989 1990
 

5.844 7,120 11,044 10,800 12.463
 
1,937 1,885 1,626 2,230 1,692
 

1,358 1,358 1,358 1,358 1,358
 

1,620 1,700 1,800 1,900 2,000
 
243 470 720 980 1,250
 

---------.----------------------------­

1,377 1,230 1,080 920 750
 
386 150 100 50
 

10,902 11,743 15,208 15,358 16.263
 

391 200 403
300 600
 

10,255 12,555 16,555 16,555 17,000
 

1,671 1,800 jO 2.350 2,750 
(1,552) (3,012) '3.99,, (.,347) (4.587) 

137 200 400 500 

(1,012) (I ,1, (1,5( i) (1,097) 

10,90" 11,743 15,206 11,358 16,263
 

I)- I
 



-----------------------

-------- -----------------------------

-------- -------- -------- --------- --------

---------- -------- -------- -------- -------

---------- -------- -------- -------- -------

PROFIT + LOSS STATEMENT
 

(000 L.)
 

1986 1987 1989
1988 1990
 

SALES
 

Cattle 
 573 250 570 720 
 330
 
Merchandise 
 309 480 600 1,000 1,250
 
Milk 
 219 355 605 655 690
 

---------.----------------------------

Total 
 1,101 1,085 1,775 2,375 2,270
 

COST OF SALES
 

Cattle 
 410 155 520
410 240
 
Merchandise 
 186 300 660
400 830
 

Total 
 596 465 810 1,180 1,070
 

Gross Profit 
 505 620 965 1,195 1,200
 

OPERAIING COSTS
 

Adnin istrdt ion 836 720 7nO 600 600
 
Technical Ass istarnce 453 .i 5 ,5.C 550 550 
Puerto Arturo 566 '! 250'00 130
 
Santa Cruz 
 191 180 100110 110 
Other (Net) (2) 30 .10 4!, 50 

2,021 2,080 1,950 1,54 , 1,440
 

Less: Costs Deferred 726
 

I, .19! 2,080 1,91,0 1,545 1,440 

NET INCOME (/90) (1,460) (90) (350) (240) 
...... .. ........ ... ...... ........
 

J­



---------- -------- -- ----- -------- -------

---------- -------- -------- -------- ------

-------------- ---------------- -------

---------- -------- -------- -------- ----- -

CASH FLOW STATLMFNI
 

(000 L.)
 

1986 1987 1988 1989 1990
 

SOURCES OF FUNDS
 

Net Income (790) (1.460) (985) (350) (240)
 
Pius: Depreciation and Amort. 294 300
463 310 320
 

--------.------------------------------­

(496) (997) (685) (40) 80
 
Increase 	(Decr.) in
 
Accounts Payable (307) (191) 100 100 200
 

Sale of Capital Stock 329 129 250 300 400
 
Decrease (Inc.) inOther
 

Current Assets (1.512) 12 259 (604) 538
 

T 0 T A L 	 (1,986) (1,047) (76) (244) 1,218
 

--------.-------------------------------


USES OF FUNDS 

Increase inCattle Inventory 1,770 1,236 3,924 (244) 1,663
 
Less: Deferred Liquidation Profit 
 (70) (63) (100) (100) (100)
 

1,700 1,173 3,b24 (344) 1,563 
La ital 1. peritures 52 EQ 101 100 100 

,Z .:: ?! 3 ,94". (244) 1,663 
1 A 

Increasc iIItir~j 

I4,210 "1: 4, ON) 0 445 
........ 
 ..............
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PRO.)] IhON :{iDEL': 

MODEL 1-A 

BREEDING PROGRAM
 

1. 	Total land area 
50 	ha.; 35 ha. in pasture land and 15 in
 

forests and others 
= 	L. 25,000.
 

2. 	3% mortality for aQult cows 
and 6% for calves is used.
 

3. 	Investment
 
Cows 25 a L. 900 c/u 22,500.00
 
Bull 1 a L.2,500 c/u 2,500.00
 

L. 	25,000.00
 
4. 	Production
 

Calves 25 v. x 70% = 17
 
Deaths 
 1
 

16
 
5. 	Revenues
 

Calves 16 x 350 lbs c/u x L.0.62/l = L. 3,472.00 
Milk 16 	v x 2 1 x 180 d x L. 0.5 = L. 2,880.00
 

6,352.00
 

REVENUES FROM MILK
 

TO 	FONDO L. 2,880.00 
 TO DEPOSITOR
 
1,625.00 (L.6 /vaca) 
 L. 	1,255.00
 

REVENUES FROM ANiM'ALS 

4r 	 L. 3,47? 55,
_l562 .'4 PAI) 	 L 909.60 
3,187.40 
 3,164.60


250.00 EIIpNICA ASS]ST :E ] (250.00)
(29R.35 Minri s Vteorinay P Yrod'u:ts; (L-.9.5/UA) (364.65) 
S-185" '.;~a tsor'atjon (]..5/c,. (71.50)

2,88,-,. '(0 A ;I nr.a1d AI/;t n :ie .o.:t:" .]]1/cab 

L- 194 55 L. 	2,478.45
 
6. 	 194.55 Compensation to 2,160.00 

......... . 0.8! profitabi]ity depositor 
25,000.00 
 Not Wortl 	 318.45
 

318.45
 
..-----------	 1.3% profitability
25,000.00 
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--- 

MODEL 1-B
 

BREEDING PROGRAM
 

1. 100 ha. in pasture land, worth L. 10,000.00
 

2. 5% mortality rate for calves is used.
 

3. Investment
 
Cows 75 v x 900 c/u L. 67,500.00

Bulls 1 x 2,500 c/u 
 7,500.00
 

L. 75,000.00
 
4. Production
 

Calves 75 70% 53
x = 
Deaths 2
 

51 
5. Revenue 

Calves 
Milk 

51 
51 

x 350 lbs x 0.62 
x 2 t x 180 x 0.5 

= 
= 

11,067.00 
9,180.00 

20,247.00 

REVENUES FROM MILK
 

FONDO 
 9,180.00 
 DEPOSITOR

4,875.00 L. 55/vaca 
 4,305.00
 

REVENUES FRO1 ANIMALS
 
11,067.00


4,980.15 4 
 55% 6,086.85
 
9,855.15 10,391.85
 

750.00 Technical Assistance 1% 
 (750.00)

(903.83) Minerals & Veterinary Products(L19.5/UA) (104.68)

(175.50 Transportation L. 5/cab 
 (214.50)


(8,658.00) Admin. and Technical Assistance Costs
 

867.82 
 8,322.67
 
6. 867.82 
 Compen. Dep'tor 2,160.00


------= 1.2% Profitability 2 Assistants 
 4,320.00
 
75,000.00
 

1,842.67

1,842.67
 

3.7% profitability
 
50,000.00
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-----------

MODEL 2
 

DUAL PURPOSE PROGRAM
 

1. 65 ha. pasture land valued at L. 32,500.00.
 

2. 3% mortality in adults and 5% in calves are used.
 

3. Investment
 
Cows 50 x 1,300 c/u = 65,000.00

Bulls 2 x 2,500 c/u = 5,000.00
 

L. 70,000.00
 
4. Production
 

Calves 50 x 70% 35
 
Deaths 
 2
 

33
 
5. Revenues
 

Calves 
 33 x 0.65 x 331.15 lbs = 7,103.17
Deaths 2 cows 
 (2,600.00)
 

4,503.17
Milk 33 x 240 x 3 x 0.5 
 11,880.00
 

16,383.17
 

REVENUES FROM MILK
 

FONDO 11,880.00 DEPOSITOR
 
7,500 L.150/vaca 
 4,380.00
 

REVENUES FROM ANIMALS
 
2,c .0 45% 
 55% 2,476.74
 

9,526.43 
 6,856.74

700 0 Technical Assistance 1% (700.00)


(6:2.-0) Minerals & Veteri ,ryProducts (L19.5/UA) (748.00)

(117.00) Transportation L. 5/cab 
 (143.00)


(5,772.00) Costos Administracion y Asistencia Tecnica
 

3,725.43 5,265.74 
3,72-. 3 

70,000.00 
- 5.3% Compen. Dep'tor 

1 Assistant 
2,160.00 
2,160.00 

6. Profitability 5.3%
 

945.74
Profitability 945.74
 
- 2.9% 

32,500.00
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MODEL 3
 

DAIRY FARMING PROGRAM
 

3. 38 ha. in pasture land valued at L. 19,000
 

2. 6% mortality rate in calves is used
 

3. Investment
 
Cows 25 x 2,000 50,000.00

Bull 1 x 3,000 3,000.00
 

53,000.00

4. Production
 

Calves 
 25 x 70% 17.5
 
Death 1'
 

16
 
5. Revenues
 

Male Calves 8 x 260 
 2,080.00

Female Calves 
 8 x 380 3,040.00
 

5,120.00

Milk 17 x 5.6 1 x 0.5 
 12,852.00
 

17,972.00
 

REVENUES FROM MILK
 

FOND(-
 12,852.00 DEPOSITOR
 
5,750.K9 L.230/vaca 
 7,102.00 

SALE OF NZM.LS 
2,304.,) 
 45% 5,120.00 55% 2,816.00
 

8,054.00 
 9,918.00

530.00 Technical Assistjance 1% (530.00)


(298.35) Minerals & Veterinary Products (L19.5iUA) (364.65)
58.50) Transportation L. 5/ca (71.50)

(2,886.00) Admin. and Technical Assistance Costs
 
Complimentary Food Costs 
 (2,203.20)
 
L. 129.6/milking cow­

5,301.50 
 6,748.65
6. 5,301.50 
 Compen. Dep'tr 2,160.00
 
--------- 10% profitability 0.5 Assistant 
 1,080.00
 

53,000.00
 

3,508.65
Profitability 3,508.65
 
------- 18%
 

19,000.00
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MODEL 4
 

GRAZING PROGRAM FOR CALVES
 

1. 0.75 ha. in pasture land pe{ 350 
lb. calf. The~operation lasts
 
one year. 
The cost of the land is L. 500/ha x 0.75 = 
L. 375.
 

2. 3% mortality rate is used.
 

3. Investment
 
1 calf 350 lbs x L. 1.0/lb 350.00
 

4. Revenue
 
Sale of 1 calf 750 lbs 
x 0.97/lb (3% mortality) = 727.50
Purchase of 1 calf 
 350 lbs x 1.0/lb 	 350.00
= 


377.50
 

REVENUES
 

FONDO 
 377.50 
 DEPOSITOR

169.88 45% 
 55% 207.63
 

3.5 Technical Assistance 
 1% 	 (3.50)

(8.78) Minerals & 	Veterinary Products (L19.5/UA) 
 (10.73)

(2.25) Transportation L. 5/cab 	 (2.75)


(111.00) Admin. and Technical Assistance Costs
 

5- ,190.65/calf

,
3,5*.5, x 70 calves 
 13,345.15 x 70 calves
 

5. 	3,r94.50
 
15% Profitability Compen. Dep'tr 2,160.00
24,,10 
 Assistant 2,160.00
 

9,025.15

Profitability 9,025
 

34%
 
26,500
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MODEL 5
 

GRAZING PROGRAM FOR YOUNG BULLS
 

1. 0.75 ha. in pasture land per 350 lb. bull. 
 The operation takes 
one year. The land costs L. 500/ha x 0.75 ha = 
L. 375.
 

2. 3% mortality rate is used.
 

3. Investment 
1 Young Bull 350 lbs x L. 0.65 = 228.00
 

4. Revenue
 
Sale 1 young bull, 750 lbs 
x 0.6305 (3% mortality) = 473.00
Buy I young bull 350 lbs k 0.65 
 = 228.00
 

245.00 

REVENUE 

FONDO 
110.25 45% 

245.00 
55% 

DEPOSITORN 
134.75 

2.28 Technical Assistance 1% (2.28)

(8.77) Minerals & Veterinary Products (L19.5/UA) (10.73)

(2.25) Transportation L.5/cab 
 (2.75)


'75.00)*Cost of Admin. and Tech. Assist. 
(8 visits)
 
26.51/young bull 
 118.99/y.b.
3:'48.65 x 115 young bul 
 13,683.85 x 115 y.b.


5 3,048.65
 
------ 121 Prc::ability Depositor 2,160.00


26,220.00 
 1 Assistant 2,160,00
 

9,33.85

Profitability 9,363.85
 

- 22% 
43,500.00 

* 8 visits per year. 
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- - - - -

MODEL'6
 

FATTENING PROGRAM FOR YOUNG BULLS
 

1. 1.0 ha. in pasture 4and per 650 lb. young bull. 
 The program
 

lasts 6 mos. 
 The land costs L. 500/ha. of pasture land.
 

2. 3% mortality rate is used.
 

3. Investment
 
1 young bull 650 lbs x 0.65 
 = 422.50 

4. Revenue
 
Sale 1 young bulJ 
900 lbs x 0.679 (3% mort) = 611.10

Buy 1 young bull 650 lbs x 0.65 	 = 
422.50
 

188.60
 

1 REVENUE
 

FONDO 
 188.60 
 DEPOSITOR
 
84.87 45% 
 55% 103.73
 

4.22 Technical Assistance 1% 
 (4.22)

(8.77) Minerals & Veterinary Products (LI9.5/UA) 
 (10.73)

(2.25) Transportation L. 5/cab 
 (2.75)


(43.50)*Admin. and Technical Assistance Costs
 
(1 43.5; 3 visits in 6 months)


34.57/Young bull in 6 months 86.03

5j007.59 for 	87 young bulls 7,484.61 for 	87 y.b.
 
5. 	3,007.59
 

-- .24 iofitability Comp. Dep'tor 2,160.00

36,757.50 cos: vy"- bulls 1 Assistant 2,160.00 

6 munwT~ , 

3,164.61

Profitability 3,164.61 

--7.3% in
 
43,500.00 6 months
 

3 visits in 6 mos.
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.... !-EC O N O M IC--A N A LY S I S 7 - + - .- . - , . . . ..
 

The reasoning which is the basis fori the economi'c analysis,. <
follows.:
 

1 Projections of herd inventory, the value of the herd
 
inventory and sales of cattle, milk and other products_ whjch

result, 
or are expected to result, due to project activities§
 
are compared'with a herd of similar characteristics under the
existing conditions and management systeMS.
 

2. The expenditure of resources to obtain the results in the,
.with project" and "without project" scenarios are then J 
calculated. 

3. The difference in the net income is givenas the net
economic benefit. The same information is used to provide a
calculated Gross Domestic Product, using production and 
income methods. 

An excellent analytical study of the livestock industry

titled, "DIAGNOSTICO DE LA GANADERIA DE HONDURAS", was
 
produced by Latinoconsult and Consultores Agricolas in March,
1984. The information is based on a carefully designed survey of

6,292 livestock farms, interviews with key persons in the

production, marketing and industrialization.phases of the 
 ..
industry and the statistical series. 

4, 

Since it covers all the

factors needed to calculate GDP, the study will beused as a
basis to describe the "without project" scenario. This report
 
presents a highly detailed cost/benefit study of the effects on

productivity of 
a series of animal husbandry practices. .. j7 

n . The field work was done Feb-May 1983. Our primary interest is

in the characteristics of those ranches which are in the 10-20
 
hectare, 20-50 hectare, 50-100 hectare classifications. This

roughly corresponds to herds from 10 to 200 animals. 
 There is a
wide variation among the various geographic and climatic zones soinformation is selected according to the areas where the FONDO

GANADERO is active. 
 Zones II, III, V approximate the area of *V interest. 

The assumptions used to develop the tables presented in this
Appendix were: In the "with project" tables, the 1986-1988 herd

increase occurs as a result of purchases plus the effect of
 
biological parameters. 
 F'rom 1989 forward the herd increase is

the result of births, minus deaths minus extraction for mnarket.~
 

"F41 
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1986 1987 1988 1989 1990
Birth Rate 
 60 62 70 72 75

Calf Mortality (%) 8 7
9 7 7

Adult Mortality (%) 4 3 3
3 3

Market weight (lbs.) 680 700 710 720 
 750

Milk/cow/year (liters) 
 912 1095 1280 1300 1320
 

These changes in productivity indices reflect what 
can

reasonably be expected in the herds of the FONDO GANADERO as 
a

result of improved animal husbandry. The introduction of animals

with an improved genetic ability to produce milk, plus pasture

rotation and improvement, mineralized salt and supplemental

feeding should improve milk production and market weight.

Control of breeding season by keeping records of bull services,

separation of bulls from cows to avoid births during unfavorable
 
seasons, pregnancy checks and mineralized salt will make it

possible to attain the birth rates. 
 The establishment of a

disease and parasite control regimeplus adequate corrals and

chutes will help to reduce adult and calf mortality and increase
 
safety for farm workers.
 

The assumptions of a 55% calving rate, 10% 
calf mortality, 5%
 
adult mortality, 660 pounds live weight at slaughter and 730
 
liters of milk per 
cow year are taken from the March 1984
 
analytical study for the "without project" tables.
 

The numbers and values shown in the tables differ from those
 
in the project paper because they show as faithfully as possible

the actual results of part of 1985-1986 and part of 1987. '918
 
and the years beyond are projections.
 

Prices and values are in 1987 lempiras. Milk price is

Lps.0.50 per liter, live cattle are priced 
at Lps.0.65 pe -ound.
 

RESPONSE TO COVMENTS IN MISSION LETTER DATED Oct. 5, 1987 

The letter suggests that, "The AID loan drawdown is only

considered .I; the Iv.ith-project" scenario. Sinc- loan drawdown

to date effect sunk for the
is jin a cost both " and without­
pro sect scenarios, it should be either included in or excluded"from both. While we agree that the funds expended to udte are
in effect a "sunk cost", we do not agree that it is "sunka cost
for BOTH the with and without-project scenarios. 
 In the absence

of the investments of money, time and effort expended by the
project, therTe would be no difference from the National herd 
averages.
 

Another statement, "--the annual increase in the value of The
herd, which is clearly nothing but an increase in capital stock, 
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has eencneon o'ftheornual benefitsofte 
Project. .This tends tovrsaeheProject benefits.,. It 
involvesdouble'counting, since both the~increase 'in the value.of 
the-capital' stock-and the additional output due to. such stock a'rI
 

7,- countiedas benefits." 1
 
The argument is sound economic theory in the senIse that the
change"in'value of the inventory -from year to yearl is an 

unrealized capital gain or loss. It is a characteristic of the
cattle industry that a rancher "Lives poor and dies rich". That 
is to say that, over the years the economic investments made to 
improve-the value of, the land, to establish the production
infrastructure, to increasei the carrying capacityof the land, to 
have more cattle and to have the value of the cattle enhanced by

breeding andselection are unrealized capital gains. When the 
'enterprise is liquidated, if.it ever is, the accrued values are 
realized. So, having "lve poor" because* the re'turn on 
investment in cattle production is low, one "dies rich" when the 4 
jland, catle and equipment are sold and the incrembntal values are 
realized. 

It does no harm to quantify the accrued value of inventory
changes if the user of the document realizes that there is an 
element of "double counting" from the standpoint of strict 
economic theory. The way in which it is presented in this report
illustrates that there are unrealized icapital gainsor losses
 
that are accruing to the investment.
 

Models to project -rd inventory changes on an individual or 
National herd have developed. The calculations factor in 
the ratio of bul-ls to cows, the calving rate, mortality rates for I 
young and mature animals, the ratio of male-female slaughter
breeding herd replaceminit and age at slaughter, This method was 
probably the one used to make the projections of herd inventories 
which are shown in the Project Paper. The projection shown in 
the evaluation report were hand calculated and then put on 
electronic worksheets. Unfortunately, they cannot readily be
 
manipulated to produce "What if?" scenarios, 'However, Jerry

Deese, the computer technical advisor of the STC/CLAPP+MAYNE
 
team, was able to construct an electronic work sheet based on'a

model which Jim Bleidner constructed in Colombia in the 1960s 
It was available only during the last two days of' our fieldwork

[ inHonduras. 'Adiskette containing this and other ijo'rksheets
will be supplied to Mission staff so they can undertake further
 
analysis of the Project as requested in the Oct. 5, 1987 letter
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WITH PROJECT 

PRODUCTION INDEX 

BIRTH RATE 

ADULT MORTALITY 
CALF MORTALITY 

MARKET WEIGHT 

LITERS MILK/YEAR 

1986 

60 

9 

4 

680 

912 

1987 

62 

8 

3 

700 

1,095 

1988 

70 

7 

3 

710 

1,280 

1989 

72 

7 

3 

720 

1,300 

1990 

75 

7 

3 

750 

1,320 

Description 

YEAR 1986 
Cows 

Bulls 

Male Cfs. 

Female Cfs. 

Steers (2-3 yrs) 
Heifers (1-3 yrs) 
Male Yrlngs 

Breeding Yrlngs 
Bulls (2-3 yrs) 

No. Head 

3,137 

165 

1,017 

1,007 

678 

1,002 

1,205 

136 
77 

Price 

900 

2,600 

325 

325 

700 

700 

410 

800 
1,900 

Value 

2,823,300 

429,000 

330,525 

327,275 

474,600 

701,400 

494,050 

108,800 
146,300 

Purchases Bio Inc 

0 0 

0 0 

0 0 
0 0 

0 0 
0 0 
0 0 

0 0 
0 0 

Total Head Total Value 

3,137 2,823,300 

165 429,000 

1,017 330,525 
1,007 327,275 

678 474,600 
'1,002 701,400 
1,205 494,050 

1 136 108,800 
77 146,300 

TOTALS 8,424 5,835,250 8,424 5,835,250 

YEAR 1987 
Cows 

Bulls 

Male CfL. 

Female Cfs. 

Steers (2-3 yrs) 
Heifers (1-3 yrs) 

Male Yrlnqs 

Breeding Yrlngs 
Bulls (2-3 vrs 

3,270 

131 
1,013 

1,013 

--

,259 

147 

Q 

900 

2,600 

325 

325 

'00 
/0C 

41'. 

t0 
1,s J 

2,943,000 

340,600 

329,225 

329,225 

496,300 
736,400 

516,190 

112,800 

!52,000 

300 

2 

0 

0 

0 
800 
800 

L 

0 

0 
94 

94 

0 
0 
11 
1 

3,570 

133 

1,107 

1,107 

709 
1,852 
2,059 

141 

o0 

3,213,000 

345,800 

359,775 

359,775 

496,300 
1,295,400 
844,190 

112,800 

152,000 

TOTALS 8,6,-) 5,955,140 1,902 10,758 7,180,040 

Sa el 

row, 
bul i- Iyr 

BulI :rs 
Steer. 
Heifcr. 

455 
.50 
450 

35 
150 

0 
0 

0 
0 
0 

Herd V, ue 
Chang--/ 1,344,;90 

Sales 498,225 

Total 1,843,015 

TOTALS 1,095 455 498,225 

SALES 693 450 315,315 

4,941,000 

585,000 
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YEAR 1988 

Cows 

Bulls 

Male Cfs. 

Female Cfs. 

Steers (2-3 yrs) 

Heifers (1-3 yrs) 

Male Yrlngs 

Breeding Yrlngs 

Bulls (2-3 yrs) 

4,290 

175 

1.500 

1,500 

2,000 

1,000 

942 

26 

80 

900 
2,600 

325 

325 

700 

700 

410 

800 

1,900 

3,861.000 

455,000 

487,500 

487,500 

1,400,000 

700,000 

386,220 

20,800 

152,000 

1,200 

0 

0 

0 

1,150 

1,150 

0 

0 

0 

0 
50 

417 

417 

0 

0 

8 

0 

0 

5,490 

225 

1,917 

1,917 

3,150 

2,150 

950 

26 

80 

623,025 

623,025 
2.205.000 

1,505,000 

389,500 

?0,800 

152,000 

11,044,350 

TOTALS 11,513 7,950,020 3.500 15,905 

Sales 
Cows 

Bulls lyr 

Bulls 2yrs 

Steers 

Heifers 
TOTALS 

428 

80 

709 

600 

1,817 

455 

455 

455 

455 

455 

455 

194,740 

36,400 

0 

322,595 

273,000 

826,735 

Herd Value 

Change +/ 3,864,310 

Sales 826"735 
Total 4,691,045 

5.388,300 

YEAR 1989 

Cows 

Bulls 

MKjle Cfs. 

Femle Cfs. 

Steers (2-3 yrs) 
Ileifers (1-3 yrs) 
Male YrIgs 

Brueding Yrlngs 

Bulls (2-3 yrs) 

5,987 

240 

2,155 

2,155 

900 

2,800 

1,78 -

76 

900 

2,600 

325 

325 

700 

700 

4 0 
1, 

1,9K 

5,388,300 

624,000 

700,375 

700,375 

630,000 

1,960,000 

731,030 

16,800 

49,400 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

5,987 

240 

2,155 

2,155 

900 

2,800 

1,783 

21 

26 

624,000 
7CO,375 

700,375 

630,000 

1,960,000 

731,030 

16,800 

49,400 

10.800,280 

TOTtALS 16,067 10,800,280 16,05 

Sa les 
Cows 
Bulls l>'r 
Bulls yr'. 

tt:' 

H:i f rs 
)1AlS 

400 

62 
3,055 

3,517 

455 

455 
4 5 

. 

182,000 

0 
28,210 

1,390,025 

0 
1,600,?35 

Herd Value, 
Change / (24.,070) 
Sales 1.6DO,2-, 
Total 1,315,165 

5,766,300 

665,600 
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YEAR 1990 780,975 
Cows 6,407 900 5,766,300 0 0 6,407 780,975 
Bulls 256 2.600 665,600 0 0 256 1,190,000 
Male Cfs. 2,403 325 780.975 0 0 2,403 2.391,200 
Female Cfs. 2,403 325 780,975 0 2,403 820,000 
Steers (2-3 yrs) 1,700 700 1,190.000 0 u, 1,700 24,000 
Heifers (1-3 yrs) 3,416 700 2,391,200 0 0 3,416 38,000 
Male Yrlngs 2,000 410 820,000 0 0 2,000 
Breeding Yrlngs 30 800 24,000 0 0 30 12,457,050 
Bulls (2-3 yrs) 20 1,900 38,000 0 0 20 

TOTALS 18,635 12,457.050 18,635 

Sales 
Cows 700 455 318,500 Herd Value 
Bulls lyr 455 0 Change +/ 99 
Bulls 2yrs 10 455 4,550 Sales 720,265 
Steers 873 455 397,215 Total 720,364 
Heifers 455 0 1 
TOTALS 1,583 455 720,265 
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WITHOUT PROJECT
 

PROOUCTION INDEX
 
BIRTH RATE 

ADULT MORTALITY 


CALF MORTALITY 


MARKET WEIGHT 


LITERS MILK/YEAR 


Description 


YEAR 1986
 
Cows 


Bulls 


Male Cfs 


Female Cfs 


Heifers (1-3 yrs' 

Males (1-2 yrs) 


Steers (2-3 yrs) 

Bulls (1-2 yrs) 


Bulls (2-3 yrs) 


TOTALS 


Annual Sales 


COMPANIES (111) 


YEAR 1987
 
Cows 


Bulls 


Male Cfs 


F':iv le cfs. 


Heifers (1-' 


Males (1-2 y-

Steers (2-3 yrs) 


8II (1-2 yrs' 


*&ls 	(2-3 yrs; 


AOALS 


t ulwu~j1
Sales 


55
 

4
 

10
 

720
 

730
 

No. Head 


3,137 


165 

1,017 


1,007 


1,002 


1,205 


678 


136 


77 


8,424 


No. Head 


879 


3,385 


135 

931 


931 


900 


900 


1,157 


!00 


, 

8,473 


Ho,. Head 


1,387 


Ave. Value TOTAL VALUE
 

900 	 2,823,300
 

1200 198,000
 
280 284,760
 

280 281,960
 

650 651,300
 
385 463,925
 

650 440,700
 

400 54,400
 

900 69,300
 

5,267,645
 

Ave. 	Wt. Ave. Price TOTAL SALES
 
680 0.65 338,518
 

900 	 3,046,500
 

1200 162,002 
280 260,680 

280 250,60 
650 585 O,­

385 34-6, £0 
650 752,002 

400 

900 

5,454,0 1C
 

Ave. 	Wt. Ave ,drice101. SALES
 

680 0.65 613,054
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'male Us'4 982 280 <249604.' ' ' 
FemalIe -,cfs "982 , 280. p2 74 960 

, 

Hei.f 1,132 735,800rs '(1-3 yrs) 650 

:Ae12yrs) BO35 308,000
 

)%!.rs (2-3 yrs) 854 
 , 650 561 600
wdlls(142 yrs) 38 400 15,200
 
-ulls (2-3 yrs) 96 900 86,400
 

16'ALS 8,607 5,641,520 

AnnualI Sales No. Head Ave. Wt. Ave. Price TOTAL SALES 
''1,290 
 630 0.65 570,180
 

YEAR 1989
 
COWS 4,000 900 3,600,000
 

'. Bulls 160 1200 192,000
 
SMale 
 Cfs 1,100 280 308,000
 

Femle cfs. 1,100 280 308,000
 
Heifers (1-3 yrs) 1,000 650 650,000 1
 
M44 850 '327,250 

. 
ales (1-2 yrs) 385 


Steers (2-3 yrs) 768 650 499,200
 
Bulls (1-2 yrs) 34 400 13,600


~' Bulls (2-3 yrs) 16 . 900 14,400 

TOTALS 9,028 5,912,450
 

Annual Sales No. Head Ave. Wt, Ave. Price TOTAL SALES
 
1,100 680 0.65 486,200
 

' YEAR It,: 

Bulls 4,200 900 3,780,000 
180sI 1200 215,000 

Male Cfs' 1,155 280 323,4 0 
Femle cfs, 1,155 280 323,400

7.' Heifers (1.3 yrs) 1,293 650 838,500 
Males (1-2 yrs) 875 385 336,875
 
Steers (2-3 yrs) 816 650 530,400
 
Bulls (1-2 yrs)' 40 400 16,000
 
Bulls (2-3 yrs) 3r~ 900 27,000
 

TOTALS 9,741 6,391,575
 

Annual Sales No. Head Ave. Wt. Ave. Price TOTAL SA'LES
 
4'1,250 630 0.65 511,875 


4 4 
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SOCIAL BENEFITS
 

(000 L.)
 

WITH PROJECT 

1986 1987 1988 1989 1990 

NLzrrer of Head 8,424 10,578 15,905 16,067 18,635 
Value of Herd 5,835 7.180 11,044 10,800 12,457 
No. of Companies 111 139 210 211 245 

Benefits 
Total 1,164 2,956 6,606 4,066 5,547 
Sale of Milk 858 1,113 1,915 2,710 3,170 
Sale of Cattle 306 498 827 1,600 720 
Incr. Value - Herd 1,345 3,864 (244) 1,657 

WITHOUT PROJECT 

Number of Head 8,424 8,473 8,607 9,028 9,741 
Value of Herd 5,258 5,484 5,642 5,912 6,392 
No. of Companies 111 111 113 119 127 

Benefits 
Total 1,018 1,508 1,445 1,548 1,876 
Sale of Milk 630 680 718 792 845 
Sale of Cattle -358 612 570 485 552 
Incr. Value - Herd 216 157 271 479 

NET SOCIAL BENEFITS 146 1,448 5,161 2,538 3,671 
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OPERATING COSTS 

(000 L.) 

WITH PROJECT 

1986 1987 1988 1989 1990 

No. Depositarios 111 139 210 211 245 

Total Depositario Cost 1,270 1.591 2,401 2.415 2.809 
Land 487 611 921 926 1.078 
Pastures 35 43 65 66 76 
Installations 102 127 192 193 225 
Production Costs 646 810 1,223 1,230 1,430 

WITHOUT PROJECT 

to. Depositarios 111 111 113 119 127 

Total Depositario Cost 1,612 1,612 1,641 1,717 1,844 
Land 487 487 496 523 557 
Pastures 35 35 35 37 40 
Installations 102 102 104 109 116 
Production Costs 646 646 658 681 740 
Cattle 342 342 348 367 391 
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NET ECONOMIC BENEFIT 

(000 L.) 

COSTS WITH PROJECT 

Operating Costs 
Loan Drahdown 

T 0 T A L 

WITHOUT PROJECT 

Operating Costs 

1986 

1,270 

10,255 

11,525 

1,621 

1987 

1.591 

2,300 

3,891 

1,621 

1988 

2,401 

4,000 

6,401 

1,641 

1989 

2,415 

2,415 

1,717 

1990 

2,809 

445 

3,254 

1,844 

ADDITIOtRAL COST 9,904 2,270 4,760 698 1,410 

N(ETSOCIAL BENiEFIT 146 1,448 5.161 2,538 3,671 

Difference 

Cumulative 

(9,758) (822) 401 

(10,580) (10,179) 

1,840 

(8,339) 

2,261 

(6,078) 

1991 1992 1993 1994 1995 

Difference 

Cumulative 

Int2rnal Rate of Return 8.5% 

2,370 

(3,708) 

2,440 

(1,268) 

2,510 

1,242 

2,590 

3,832 

2,670 

6,502 
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WITH 
PROJECT 

PROUCT ION 

Sales 
 1.611 


Chanqos 	in Inventory of Final 
and In-Process Products 1.345 

Inventories-En 
this year 7.180 


Less:Inventories-End last year 5.835 

Value of Farm Produce Ccnsuned 177 


N) Gross Value of Farm Production 3.133 

Less:Cost of Intermediate Product 
 269 


VALUE ADDED 
 2.864 


INICOIES GENERATED 

Wares 
 853 

Rent Payaments 
 611 


Interest Parnt
 

Indirect Taxes
 
Depreciation 
 127 

Prnfits Before Incomw 
 Tax 1.273 


VALUE ADDED 
 2.86,1 


YEAR M987 


WITIOUT 

PROJFCI 


1,292 

216 


5,484 


5.628 


142 


1.650 


102 


1.548 


617 


487 


444 


1.548 


( ,; 

GP 
AIXED 

1,316 


CuI CmliME GDP 

'IF1 T ON AND INCOME 

(0)WoL.) 

YEAR 	1988 


WITH WITHOUT 
PROJECT PROJECT 


?.74? 1.288 

3.9-64 157 


11.N4 5.642 


7.180 	 5.484 


268 144 


6,874 1.589 


268 144 


6,606 1.445 


1.288 	 497 


921 496 


192 452 

4,205 


6.60r 1.445 


MEIIIOOS) 

GOP WITH 
ADDED PROJECT 


4,310 


(244) 


10.800 


11,044 


269 


4.335 


402 


4,161 3,933 


1,296 


926 


193 


1.518 


4.161 3.933 


YEAR 1989 


WITHOUT 
PROJECT 


1.217 

270 


5,912 


'.642 


152 


1.699 


108 


1.591 


592 


523 


476 


1.591 

GOP 
ADOED 


2,342 


YEAR 1990
 

Wi-H WITHOUT GDP 
PROJECT PROJECT ADDED
 

3,890 1,397 

1.657 480
 

12.457 6.392
 

10.800 	 5.912
 

313 162
 

5,860 2,039
 

466 117
 

5,394 1.922 3.472
 

1.506 780
 

1.078 557
 

225 507
 
2,585 78
 

5.394 1.922 
 3.472
 
1.316 


2.342 
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