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HondurasFY95-97: PL-480 :Title III Proposal.$0Milo 

I. EXECUTIVE SUMMARY 

A. Poverty: 

Honduras, a nation of 5.3 million people with an annual per capita GDP of only $634, ranks 
among the least developed countries and is the third poorest country in the Western 
Hemisphere. Over a third of the households in Honduras remain "very poor"; i.e., too poor to 
be able to afford to buy the basic basket of food required to meet their nutritional needs. 
Most of the poor in Honduras live in rural areas, 78 percent, and most poor households, 76 
percent, are self-employed in agriculture, i.e., primarily campesino families. A higher
percentage of children in rural areas are malnourished: 46.5 percent of children living in rural 
areas in 1987 were chronically malnourished (stunted) versus 23.1 percent in urban areas. 

Even Honduras' low nationwide per capita GDP figure is deceptive; it hides the depth of 
poverty in much of the country since relative wealth is highly concentrated. Indeed,
according to the World Bank, Honduras has the fourth lowest proportion of national income 
in the poorest quartile among Latin American countries (only Panama, Brazil and Guatemala 
are worse). While some countries have "pockets of poverty," Honduras has "pockets of 
prosperity" ­ namely scattered towns, and especially the large cities of Tegucigalpa and San 
Pedro Sula where incomes are two and a half times higher than in rural areas. In 1993, rural
households had an average monthly income of L113.2 (approx. $21), whereas the Government 
of Honduras (GOH) poverty line stood at L184 per month. The rural "indigence" line stood 
at L138, which was the cost of the basic food basket, calculated to provide 2,200 calories per
household member per day. Fifty-one percent of the rural population was indigent in 1993. 
Poverty is especially pronounced in western Honduras and in the vast "La Mosquitia" region 
to the east (see Honduras Poverty Map on following page). 

B. The Food Insecurity Problem: 

All three aspects of food security in Honduras are problematic. At the household level, a 
common key to addressing the problems of availability, access and utilization of food is the
alleviation of poverty. Most rural households cannot produce enough food or earn enough 
money to be able to afford adequate diets for their families. At the national level, increased 
economic growth is necessary to be able to afford the food import bill while meeting other 
essential import and debt service requirements. 
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Over the longer term, these problems can best be solved on a sustained basis by the right set 
of policies. In the near term (3-5 years), USAID believes that an integrated approach,
combining policy reform, increased food imports, growth and income stimulation, and
 
measures to increase food production, and improve water and sanitation coverage and
 
household nutrition, is the most effective means of attacking the problem.
 

C. The Proposed Program: 

To address the problem of continuing food insecurity, USAID/Honduras proposes a three
 
year, $30 million PL-480 Title III Program beginning in FY95.
 

The 	purpose of the program is threefold: 

" 	 To increase overall food ayailabililty in the country, directly through the provision of 
imported wheat and through environmentally sustainable increases in food production
and indirectly through increases in foreign exchange from greater agricultural exports; 

" To improve the access of the rural poor to food and better diets through increasing
household agricultural production and small farm and off-farm incomes; and 

* 	 To contribute to improved food Aiiizatio through improvements in the coverage of 
potable water and sanitation services, and through improved household health and 
dietary practices. 

The 	program will also have an important environmental impact by iielping expand the number 
of hou.-eholds, particularly those farming on fragile hillside land, using environmentally sound 
agricultural practices. The piogram will also support efforts to protect and manage
watersheds required for the sustainable long term supply of water for agricultural and 
household use. It will also contribute to increasing the participation of the rural poor and 
food insecure in the economic development process. 

The sectoral policy reforms essential to achieve our food security objectives and to be 
supported under the proposed program include: 

* removal of price distortions affecting the agricultural sector and improving production 

incentives; 

* elimination of government direct interventions in agricultural production and markets; 

* 	 development of a market information system; 
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* increasing land tenure security and land market activity; 

• strengthening rural financial systems; and 

* restructuring and decentralization of the National Water and Sanitation Service. 

The program activities to be supported by Title III local currency, DA project assistance, 
and/or Title II will enhance food production and improve household nutrition, and include: 

* Land titling 
* Market information 
* Policy analysis 
* Small farmer production and diversification 
* Strengthening rural financial systems 
* Improving management and protection of watersheds 
• Rural water and sanitation
 
* 
 Primary health care, with an emphasis on child survival interventions
 
,, Nutritional assistance and education for needy children and mothers
 

The interaction of the integrated program inputs or elements food imports, policy reforms 
and program activities -- is depicted on the facing page. As the diagram indicates, three out 
of the Mission's four Strategic Objectives are integral to the Program. Quantitative 
projections of the impact of the program can be found in the Logical Framework in Annex A. 

D. Evaluation of Past Title III Assistance: 

Past performance under the FY91 and FY92-94 Title III programs has been excellent, but the 
job is not complete. The agricultural sector policy reforms supported by the FY92-94 
Program have promoted food security and poverty alleviation among the most food insecure 
groups in Honduras - rural residents in general and small farm households in particular. The 
recently completed program evaluation (Annex E) found that production of basic grains 
grew 10 percent per year for the three years (through 1993) following introduction of 
the reforms. Overall agricultural production grew at 5.4 percent per year since the 
reforms, compared to 2.2 percent during the previous seven years. With a 30 percent
improvement in relative terms of trade, rural households whose primary economic ,-tivity is 
agriculture increased their incomes by 14.7 percent in real terms. These improvements have 
spurred agricultural investments which increased 20 percent in real terms through 1993. 

Thousand of jobs and the incomes that go with them have been created as a result of USAID 
projects supported by Title III local currency, thus improving household food access. One 
such project contributed to the creation of approximately 42,000 jobs, 70 percent of which 
went to women from poor households. A recent survey found that the average monthly 
income of households with these workers was over two times the level which limits eligibility 



BALANCE OF IMPORTED 
PA YMENT SUPPORT - FOOD 

(WHEAT) 

REF RM 
[ 

SECTORAL PLICYINCREASED 

RFRSPRODUCTION 

~PARTICIPATION 

/ 

AGRICULTURAL 

/ 
. 

ENHANCED ECONOMIC 

AND 
INCREASED INCOMES 

OF THE POOR 

PL 480 TITLE It 
EMPLOYMENT 
AND INCOMES 
OF THE POOR 

INCREASED 
FOOD 

A VAILABILITY 

TITLE IItLOCAL 

CURRENCY 

PROTECTION AND 
MANAGEMENT OF 

WATERSHEDS 

INCREASED 
AVAILABILITY 

OF WATER 

STEWARDSHIP 
OF KEY NATURALFOOD 

RESOURRESOURCES 

ENHANCED 

ACCESS 

DA-FUNDED 

PROJECTS 

PROVISON OF 

POTABLE WATER 

AND SANITATION 

IMPROVED 

HOUSEHOLD 

NUTRITION 

IMPROVED 

FAMILY 

HEALTH 

" 

IMPROVED 

FOOD 

UTILIZATION 

INTEGRATED 
PROGRAM 
INPUTS 

MISSION 
STRATEGIC 
OBJECTIVES 

FOOD 
SECURITY 
OBJECTIV 



vi 

for the GOH's food coupon program. The same survey found these households expended
significantly more on food than comparable households without workers. An evaluation ofanother local currency supported project found that over 6,375 farm jobs were created in 1993
alone, and that over 10,000 farm families that had benefitted from the activity had seen their
income rise during the life of project more than 25 percent in real terms. Nearly 10,000
hectares of marginal hillside land are under improved management, and 6,000 households
benefitted from an estimated 50 percent increase in production and even greater increases in
overall income. In addition, the FY92-94 program evaluation also found that during this
period at least $500,000,000 in foreign exchange was generated by enterprises supported by
USAID projects utilizing Title III local currency. 

E. The Crucial Need for the $30 Million Title II Proeram: 

Both before and after the 1993 elections, food security has been a central concern of the

Liberal Party. However, given the Party's populist orientation, the first impulse of the new

government was to try to pursue this objective through financially non-sustainable measures
and by state intervention in grain markets (both of which have proven ineffective in the past).
Moreover, after having campaigned against structural adjustment prior to the elections, the new government found itself faced with the necessity of continuing the adjustment process if
the country was to remain eligible for desperately needed IFI assistance. Reluctantly, they
have negotiated an overdue stabilization program with the IMF. 

The bulk of the actions needed in the agricultural sector to foster food security are reflected

in the reforms contained in the Agricultural Modernization Law enacted in 1992; the

implementation of these reforms is essential to achieving Honduras' food security objective.
In June of this year, USAID sponsored a week long seminar on the importance of the
agricultural reforms with Honduran government policy makers and World Bank and IDB
officials. Despite the fact that a multi-million dollar IBRD/IDB Ag Sector Loan tranche was
being held up by lack of action by the GOH, the government came away from the seminar
still internally divided over the question of whether to pursue the market based reforms or to 
revert to the more traditional state control and market intervention approach. 

At a time when the country is facing both an economic and energy crisis, with petroleum
imports projected to more than double to $500 million/year as new thermal plants replace the
loss of hydroelectric energy and reduce the 12 hours/day of rationing, the proposed $10 
million/year in food assistance becomes especially significant for Honduras. 

- First, it helps to fill a critical food import gap at a time of severe foreign exchange
shortage. The most recent gap for wheat from human consumption has grown to
140,000 MT/year. The $10 million program would fill 35-40 per cent of this gap. 
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Second, it provides crucial leverage for the U.S. to resolve the internal GOH debate 
over the agricultural sector policy direction in favor of continuing to implement the 
market based reforms which are required to allow sustainable food security.
Ironically, the leverage of both the IBRD and IDB has been undercut by the fact that 
they are taking out of Honduras as much in loan repayments each year as they are 
disbursing in new assistance, and are therefore perceived by the GOH as being more 
anxious to disburse to assure their repayments than the government is to act on the
"required" reforms. In this context, the $10 million per year grant of Title III food
assistance becomes a highly significant policy negotiating instrument. 

Finally, the $10 million/yr would provide the level of local currency resources 
needed to finance costs of implementing the reforms. These costs will include 
establishment of an accelerated land titling program, development of a market 
information system, strengthening of rural finance systems addressing small farmer 
needs, and small farmer crop diversification. In addition, Title III local currencies are 
needed to finance nutrition programs for needy mothers and children, watershed 
protection, and rural water and sanitation. These initiatives, costly under any
circumstances, will be particularly difficult to undertake at a time of IMF budget
stringency. At an annual level below $10 million/year, many of these essential iood 
security interventions could not be carried out. 



11. PROGRAM DESCRIPTION 

A. BACKGROUND
 

USAID/Honduras has a successful history of using food aid for developmental purposes.
Prior to the 1990 farm legislation which created the Title III program, the Mission used Title 
I self-help provisions to encourage the Government of Honduras (GOH) to undertake 
important agricultural policy reforms. Through effective use of the conditionalities in the 
1989 and 1990 Title I programs, and a series of ESF programs and DA-funded technical 
assistance projects - the Policy Analysis and Implementation Project (PAIP) in particular ­
the Mission played a major role in convincing the Callejas Administration, which took office 
in 1990, to undertake a major stabilization and structural reform program. These reforms,
which were initiated in 1990 and consolidated with the 1992 passage of the Agricultural 
Modernization and Development Law (AMDL), reduced policy distortions which negatively
affected agriculture and destroyed price incentives to Honduran producers, especially small 
farmers. Since 1990, the Mission has made effective use of the FY91 and FY92-94 Title III 
programs to expand these agricultural sector reforms. 

Annex E to this proposal is an evaluation of the impact of the FY92-94 Titlb III Program. 
This analysis indicates that the price related reforms supported by the Title III programs had a 
measurable and strong impact, not only on producer prices and agricultural production (both
of which increased), but also on the incomes of poor rural households. The numbers show 
clearly that the price policy changes have had a dramatic effect on reducing poverty in rural 
areas. For example, although the proportion of poor households in rural areas increased 
between 1989 and 1990 (the year of the major reforms), the proportion of poor in rural areas 
started to decline in 1991, and by early 1993 was 23 percent lower than at the beginning of 
the reforms. 

Despite these significant improvements in food production, agricultural investment and rural 
incomes, the job is half done. The current objective is to help the new Honduran government 
stay on track with respect to the macro and price policy reforms initiated in 1990. The GOH 
must implement the structural reforms in the AMDL if it is to increase agricultural
production, productivity and rural household incomes in the medium-term and sustain them 
in the long run. The new Liberal Party administration, which entered office in January 1994, 
has inherited serious balance of payments and fiscal problems from the previous government,
whose commitment to the 1990 reforms, especially those related to fiscal discipline, faltered 
as the elections approached. Powerful interests and the Liberal Party's own historic affinity
for state-oriented solutions to economic problems are pushing the new government to 
repudiate some of the gains represented by the AMDL. This Title III program can play a 
critical role in helping the new government resist this pressure and implement its national 
priority of improved food security. The proposed program will help move Honduras from a 
"borderline" country, to one that is fully food secure. 
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B PROBLEMS ADDRESSED 

1. Household Food Insecurity - Inaccessibility of Food Due to Poverty 

Household food insecurity continues to plague Honduras, especially in rural areas and among
small farm households and other rural families that constitute 78 percent of the population.
Household food insecurity is related to food availability and access - largely a result of 
p.verty, in that many, if not most, rural households cannot produce enough food or earn
sufficient income to afford adequate diets. Lack of access to health, and water and sanitation 
services in rural areas prevents proper food utilization and contributes to the high rates of
 
child mortality, morbidity and malnutrition.
 

EJE)a Over two-thirds of the corn and 80 percent of the beans produced in Honduras are grown
:miniznas
by small farmers Crainf: plots of 5 or less)iht teeter on the edge of subsistence and 

occasional surplus. Seventy-six percent -f these households lived in povertyin 1992, despite the 
fact that rural poverty was lower in 19i than at any time sinc 198., Tbemajority of these
producers operate so close to the edge that relativelyr minor variations, such as the current drought
affecting much of Honduras, will put them aingerThe Mission's Land Use and Productivity
Enhancement Project (L.UPE), supported by Title I11 local currency generalions, found at the 
beginning of the Prioject that some 70 percent of the participating small hillside farm families suffer
food shortages at some lime during the year, Since then, tir Project h~as involved some 6,000
households which have beriefitted from production increases, esimated at 50 percent, and even 
greater increases in income.Suporf m the Y95-/ Title IIIof LUE would conthinue der 

Honduras is still a very pooi country, with an annual per capita GDP of $634. This makes it 
the third poorest country in the Western Hemisphere, ranking above only Haiti and Nicaragua.
Over a third of the households in Honduras remain "very poor," i.e., too poor to afford to buy
the basic basket of food required to meet thcir nutritional needs. 

EAC: Seventy-six percent of the households with incomes in the upper 20 percent of the. incomedistribution live intowns and cities, and 46 percent live in the two largest cities, Tegucigalpa and. 
San Pedro Sula. On the other hand, 78 percent of the households in the poorest 30 percent of the 
incomie ditrhution arral. in 1993, these rural households had an average monthly incomeof. 
L.113.2 (appiox. $21), whereas the GOB poverty line st.dat L184 per month. The rural 
ordipclie'" 1Fnv stood.at L138, which was the cost of the basic fdW basket, calculated to provide 

2,200 calories per household member per day. Fity-one percent orfthe rural population was 
indigent i 1993. 

1The "FACTS" that appear from time to time in the text are drawn largely from the evaluation. 

http:stood.at


Plates 1-2: Pervasive rural poverty does not permit adequate food access. 



Plate 3: Food access will be supported under the program through policy reforms 
and local currency fund activities which increase employment opportunities and 

incomes of the rural poor. 

. . .* - :' * ' . . . 1. 

Plate 4: The program will support well targeted, nationwide GOH safety net 
programs which improve the food access of the most vulnerable groups, i. e., 

children under five and pregnant and lactating mothers. 
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Most of the Honduran poor live in rural areas, and most poor households -- 76 percent -­
are self-employed in agriculture, i.e. primarily campesino families. A high percentage of 
children in rural areas ,are malnourished; 46.5 percent of children living in rural areas in 1987 
were chronically malnourished (stunted) versus 23.1 percent in urban areas. 

EAZJ After dclining sharply In61991-4992, due inlarge part to tho agricultural sector reformssupported by the FY91 and FY92-,94 Title Ill programs, ruiral poverty ratcs bgan to rise in,1993. 
-The prognosis for 19-94 is not good.Central 'Bank figures for the first four months of the year
indicate a5percent:decline in agriculturl se.ctor rrr cluction, largely attributable to lower, banana.xprts. :Food prices:hav~e ise . 0 pveent in.I994 affectinIg, the .poor the haIrdeIst since they tend 

toa penighr popotio~ofthefir xneager ines.-~on fboi - in 1992,.56 percent cit non-farm 
.to droughtI pvrcen4~ a Iigurethat could-worsen, due to the severity of the-current electricity. crisir and 

The Government of the Honduras uses access to potable water and sanitation, and 
malnutrition as countrywide indicators of poverty (as surrogates for income). Using these 
criteria, the official GOH Poverty Map (located in the Executive Summary) indicates the 
degree of poverty throughout the country. While the policy reforms supported by the 
proposed program are necessarily national in scope, a number of the local currency supported 
activities will focus on areas in Southwestern Honduras and La Mosquitia with the highest 
prevalance of poverty. 

2. National Food Availability 

Overall, food availability has improved in Honduras in recent years in part due to increases in 
domestic food production stimulated by economic reforms encouraged by the Mission's Title 
1,111 and ESF programs. Wheat imports, provided primarily through PL-480 programs 
during the 1980s, contributed to increases in overall food availability. Honduras cannot 
produce wheat, but with strong economic growth it can earn enough foreign exchange to pay 
for its wheat needs through commercial purchases. 

The current prospect for adequate levels of food availability, however, is not good. The 
country is facing a serious balance of payments problem. The new government entered office 
in January to find that Honduras had practically no international reserves (only enough liquid 
international reserves to cover one month of imports, instead of the three months that is 
considered prudent). The government also found a country heavily in debt, with an external 
public debt at the end of 1993 of $3.6 billion, or roughly 107 percent of GDP. This means 
the country must make annual debt-service payments approaching $450 million, producing a 
debt service ratio of roughly 40 percent. Only 60 cents of each dollar in foreign exchange is 
available to pay for imports, be they consumer goods such as food, or capital inputs. 

http:1992,.56
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Plates 5-6. The program will increase food availability through supporting policy 
reforms which improve the incentives to produce and invest in the agricultural 

sector, and activities which directly increase food production. 
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CA Honduras has essentially run out or international res con rese es fell $110 
million in 1993, and in 1994 another $56 million as of mid-July. No less than $40 million in debt 
service payments were dueinAgust. e scarcity offorein exchange I taking amoll foodTh nn 
impors, which are expected to fail from $131 million in 1993 to $121 milion in 1994. This 
projeon was made bfore aistit angement and drought, oinduras'due to a combination of n =in 
source of electrical generating s purposes went off-line.capacity (E Cajon dam) for all praricalt
Increasingly: scarce foreign exchatge will be required forseveral yeam to purchase oil for 
replacement thermal power plants, making less available for tie importation of food. The Mission 
expra ts actual 1994 food Imports to be even, ess than projected.: 

Both lack of foreign exchange and the external debt have serious consequences for food 
security. The shortage of foreign exchange makes the balance of payments component of the 
Title III program essential. A reduction of the program would have a serious impact on the 
overall economy, as well as on food availability. Inadequate access to foreign exchange will 
also put further pressure on Honduras' market determined exchange rate, producing a decline 
in the value of the country's currency. This will mean higher import costs, including food 
imports, and will contribute to higher inflation. Annual food price inflation is currently 
running around 30 percent, and Embassy economic analysts believe overall inflation could 
reach 50 percent by the end of 1994. hne effects of inflation are most adverse on the poor, 
whose meager purchasing power is further reduced. 2 The shortage of foreign exchange will 
also impact negatively on food security by reducing the overall economic growth necessary to 
finance improvements in social welfare, including health and nutrition programs focused on 
household and individual food security. 

In addition, the onset of a drought that is threatening the major food growing areas of the 
country could mean significantly lower levels of domestic food production this year. Both 
the drought and any overall decline in national food availability will have their most serious 
impact on the poorest and most food insecure -- rural households. 

3. Poor Food Utilization 

Overcoming sectoral and macroeconomic constraints, like those in the agricultural sector 
which address food availability and access are necessary, but not sufficient, to ensure food 
security. Constraints to proper utilization of food must also be addressed. Proper food 
utilization results in nutritional benefit; without it, food which is available and accessible is 
wasted. In Honduras, poor dietary and sanitary practices and poor health are the primary 
constraints to food utilization. While chronic poor health of any type can contribute to 
malnutrition, diarrheal diseases are by far the largest problem since much of the food which is 
eaten is lost before it can be utilized. UNICEF rcently concluded that child nutrition could 

2 According to the World Bank, between 1990 and 1993 the cost of the basic food basket rose 76 percent 
inurban areas and 79 percent in rural areas. 
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Plates 7-8: The program will support improved food utilization through policy
reforms and activities which will result inincreased coverage of rural potable

water and sanitation systems. The program wil, also support expanded health and 
nutritional educational efforts, incluCing exclusive breastfeeding. 
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be enhanced as well or better through prevention of diarrheal disease than through
 
supplementary feedings.
 

In Honduras, lack of potable water has been found to be a primary cause of infant mortality,
morbidity, and child malnutrition due to its link with diarrheal diseases. Although the 
prevalence of diarrhea has declined sharply ­ almost 40 percent between 1987 and 1991 - it 
is still a major factor contributing to poor health, especially among children. 

E a : 	In 1989, overall infant mortality in Honduras was n- per 1000 live births in households with
piped water inside the oome, versus 44 per 1000 for households with access to piped water located 

:: 	 off the property. For households that relied on non-piped water, such as wells and rivers, the rate 
was 63 deaths per 1000 live births. The corresponding prevalence of severe growth retardation for 
children between six and eight years of age were .7,12.0, and 17.0 percent, IUSAID's Health Sector 
projects have supplied over 525,000 rural residents with potable water and sanitation services.* 

IHealth, nutritional status and food utilization on the part or these individuals improved. MIb 
on-g6ingHealth Sector ItPojet rural water and sanitation efforts wll be supprted under the 

* .FY95.-97 .. .	 . . . .-.... ... . -. .. . . . . .. ... . . . Title . III ponrar.. . . , , . . . . .. . . ; . : . . . ; ; . .. . . ,; : : . . . .. : . . . , . , . .	 . . ; . . . 

Significant investments have been made in Honduras over the last two decades in rural water 
and sanitation. From the level of investment, a dramatic increase in coverage could be 
expected. This has not happened. According to the GOH Epidemiology and Family Health 
Survey (EFHS) data, coverage remained static between 1984 and 1991. On a national level,
only 20 percent of all households get their water from a natural source. In rural areas,
however, less than half the population receives water from a faucet. It is apparent that as 
new populations are served for the first time, other populations actually lose service due to 
water system deterioration. The problem is institutional in nature; the national water and 
sanitation service (SANAA) is overstaffed, highly centralized, and ineffective. Indeed, the 
situation is so bad that the major past donor in the water sector, the IDB, has declined to 
offer further funding until SANAA is significantly reorganized. Until this happens, water and 
sanitation coverage will at best remain static. It is more likely that coverage will actually
decline as new investments fail to keep up with system deterioration. However, the 
management of SANAA brought in by the new national government is well aware of the 
situation and is very receptive to the improvements contained in the FY95-97 program's 
policy agenda. 

A:I: 	Certain household characteristics in Honduras correlate directly with low food
consumption. Of those households showing a caloric consumption of less than 70 percent of the
2,200 daily requirement, 83 percent did not have water inside the house (only 40 percent of all rural 

.	 Hondurns do); over 60 percent had a dirt lo r inthe dweftig iore than 60 percent did not have a 
system for hygienic disposal of excreta; 73 pm-cenlof the adult household members have less than a 
41h grade education; and over 74 percent had ve-or more family member (ru al householdshave an 
aVerage of .5.6 children). 
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In conclusion, all aspects of food security in Honduras are problematic. The FY95-97 Title III Program will 
address national and household food availability, household food access, and individual utilization of food. At 
the household level, the key to addressing the problems of availability, access and utilization of food is the 
alleviation of poverty. The program will contribute to increased food production, food consumption and 
improved food utilization, and will demonstrate visible progress toward these objectives over a 3-5 year
timeframe. The criteria that USAID will use to measure progress towards these objectives are discussed below. 

C. PROGRAM OBJECTIVES AND PERFORMANCE INDICATORS 

The FY95-97 Title III Program will help Honduras protect recent improvements in national 
food availability, directly through the provision of imported wheat and indirectly by 
encouraging the GOH to maintain and expand the agricultural sector reforms necessary for 
increased food production. The program will also increase the incomes of both small farm 
and off-farm households among the rural poor, thus promoting improved access to food.
 
Finally, the program will help improve the access 
of the rural poor to water and sanitation
 
services which are needed to improve food utilization.
 

The Goal of the FY95-97 Title III Program is "to improve the food security of the Honduran 
population, including all its aspects of availability, access and utilization" (see Logical 
Framework in Annex A). To maximize its impact, however, the program has been designed 
to have a direct affect on the group that is the most food insecure -- households living in
 
rural areas and in particular small farm households.
 

The Purpose of the Program is threefold: 

" 	 To increase overall food availability in the country, directly through the provision 
of imported wheat and through environmentally sustainable increases in food 
production, and indirectly through increases in foreign exchange from greater 
agricultural exports; 

" 	 To improve the access of the rural poor to food and better diets through increasing
household agricultural production and small farm and off-farm incomes; and 

" To contribute to improved food utilization through improvements in the coverage 
of potable water and sanitation services, and through improved household health 
and dietary practices. 

The program will also have an important environmental impact by helping expand the number 
of households, particularly those farming on fragile hillside land, practicing environmentally
sound agricultural practices, and by supporting efforts to protect and manage watersheds 
required for the sustainable long-term supply of water for agricultural and household use. In 
addition, it will contribute to increasing participation of the rural poor and food insecure in 



the 	development process. 

The following Program Outputs, resulting from the policy reforms and/or local currency
activities under the program, will contribute to achievement of the Program Purpose: 

" 	 Reduced price distortions in the agricultural sector and improvements in incentives 
fer agricultural production; 

* 	 Increased investment in te agricultural sector; 

" 	 Development of a rural land market; 

* 	 Increased production of basic grains and in the area planted, and increased 
production and sale of non-traditional agricultural products produced by small 
farmers; 

" 	 Increased value and volume of traditional and non-traditional agricultural exports; 

* 	 Increased coverage of potable water and sanitation systems in rural areas; and 

" 	 Reduced watershed degradation. 

The performance indicators and means of verification for each of these Outputs are contained 
in the Logical Framework (Annex A), and the relationship of the Program Goal, Purpose, and 
Outputs to Mission Strategic Objectives is illustrated in the diagram in the Executive 
Summary. 

Under the proposed FY95-97 program, USAID/Honduras is requesting Title III commodities 
valued at $10 million per year. This annual level request is related to each of the three 
program elements discussed in the next section. 

First, the 50,000-55,OOOMT of wheat associated with this level is needed as food (see Annex 
D, 	"Commodity Analysis"). There is a requirement gap for every basic grain consumed in 
Honduras. The most recent three year average annual gap ranges from 177,OOOMT of white 
corn, to 58,OOOMT of rice. The annual demand gap for wheat for human consumption has 
grown to 140,OOOMT. In times of basic grain scarcity, such as Honduras is now 
experiencing, there are few, if any, alternatives to wheat. The balance of payments aspect of 
the program is also critical, given Honduras' very serious shortage of foreign exchange. Thus, 
at a lower than requested level, the availability of a key basic grain will suffer since either (a)
the foreign exchange to import the required levels of wheat will not be available, and/or (b)
the shortage of foreign exchange, leading to a deterioration in the value of the Lempira, will 
result in commercially imported wheat that is higher priced, undermining the access of the 
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poor to this basic food. 

The second element relates to the policy reform measures supported by the Title III 
program. To support sustainable food security in Honduras the government must continue the
agricultural sector policy reforms begun under the FY91 and FY92-94 programs, and 
concentrate on the implementation of the AMDL. In a number of cases such steps will go
against the grain of populist elements within the present administration, or vested interests 
inside and outside of the government. In other words, they will be politically difficult. As 
noted above, both the balance of payments support and the commodity itself are now
especially valuable to Honduras given the country's economic situation. The Mission believes 
that an annual level below $10 million could jeopardize the proposed policy objectives of the 
program, which directly respond to key constraints to sustainable food security (see Annex C, 
Constraints Analysis). 

The third element relates to local currency expenditures which support the purposes of the 
Program. Here again, the Mission's analysis indicates that the requested annual program level 
of $10 million is required to provide the necessary local currency to support the program's
policy agenda. The FY95-97 Title III program will support the implementation of key
aspects of the AMDL, e.g., through strengthening rural finance systems and improving land 
tenure security by dramatically expanding land titling. The expected benefits of many policy
reform achievements supported under previous food aid programs will not be realized until
the costly measures needed to implement them are laken. Therein lies the rub: the GOH does 
not have the financial resources to undertake enough of the necessary steps. Indeed, the GOH 
is currently negotiating with the IMF for the second year of an enhanced structural adjustment
facility agreement and has prepared a serious deficit reduction package for submission to the 
National Congress. Without the local currency resources from a Title III program, the GOH 
may have to delay indefinitely implementation of key aspects of the AMDL and other policy
reforms underpinning improved food security. 

D. PROGRAM ELEMENTS 

The proposed Title III program will include three elements: 

" Commodity imports and balance of payments support; 

* Policy reforms designed to increase food production, employment and incomes of 
the rural poor, and prevent chronic diarrheal disease; and 

" Local currency expenditures directed to the purposes of the Program. 
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1. Commodity Imports and Balance of Payments 

The program will supply Honduras with an important but declining portion of its wheat for
flour import and consumption requirements. The balance of payments aspect of the program
is critical, given the country's serious shortage of foreign exchange, and will help mitigate the 
effects on food availability of a continued large shortfall in foreign exchange. 

The Honduras wheat market has depended almost entirely on imports under PL-480 programs
(Titles I, II and III) for almost a decade. Since the country does not produce wheat, it will 
have to rely on imports to meet its wheat for flour consumption demands, which have 
averaged around 120,000 metric tons per year over the period 1989-1992. Over time, as the 
economy grows and the country is able to pay off its debts, it should become more able to 
pay for wheat imports through commercial purchases. In the meantime, the dollar financing
mechanism of the PL-480 Title III wheat imports will reduce pressure on the country's

balance of payments and enable Honduras to allocate its scarce foreign exchange to finance
 
other food imports and priority imports needed to spur economic growth.
 

2. Policy Reform Measures 

The policy reform component of the program is designed to achieve the Program Purposes

and covers two broad areas of reform:
 

a) reforms in the agricultural sector designed to increase agricultural production,
productivity and rural household incomes, thereby increasing food availability and 
access; and 

b) reforms in the health sector designed to reduce the incilence of chronic disease in 
rural areas, thereby improving food utilization. 

While the entire FY95-97 program policy agenda can be linked to some degree to the 
alleviation of poverty, there are several aspects of the agenda which will have a direct impact.
One such area involves maintaining and implementing key provisions in the AMDL relating 
to land tenure security and expanded land titling. Another area involves the strengthening of 
the rural finance system, including an assessment of the informal credit system in rural areas 
which provides the bulk of credit for small farm households. Reforms involving the water 
and sanitation sector will directly improve the lives, and productivity, of thousands of rural 
poor. All of these improvements will be supported by local currency generated from the sale 
of the food (see next section), and many will be further supported by DA-funded bilateral 
projects. 
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The reform agenda, which is presented in a series of annual policy measure tables at the 
conclusion of this section, is consistent with and supportive of the new government's 
initiatives as well as with the objectives and activities of other major donors active in the 
country. Target completion dates for policy reform measures have been established for the 
first year of the program. (An undated policy measure in 1995 indicates that the measure 
must be completed prior to signing of the Program Agreement.) Specific dates will be
 
determined 
 for 1996 and 1997 during annual program amendment negotiations with the GOH. 
In all cases, measures taken by the GOH must be acceptable in form and substance to 
USAID. 

The agricultural sector reforms designed to increase agricultural production, productivity and 
rural household incomes will focus on three major policy areas: (i) improving incentives to 
invest and produce in the agricultural sector; (ii) encouraging increased investment in land 
and improved land use; and (iii) strengthening the rural finance system and improving access 
of small farmers to financial services. All three areas will pick up where the FY92-94 Title 
III program leaves off, i.e., the policy agenda in these areas will maintain and expand the 
reform achievements to date. By removing price distortions which prevent the small farm 
family from obtaining the full value of its production, two advantages result. More food is 
produced and available at the national level, and the incomes of small farm families increase. 
As policies change prices in favor of the small producer, however, he/she meets a new set of
challenges and resource constraints. As the producer price of food increases, the value of 
land and the need for access to rural credit increase. As agricultural prices rise, the value of 
resources like land and credit increase, but access to these resources is often restricted for the 
poor. Tenure security and efficient rural financial markets for small farmers are necessary
 
adjuncts to price policy reform.
 

a) Improving Incentives to Produce and Invest in the Agricultural Sector 

The first policy area contains the following measures: (1) removing price distortions affecting
agriculture; (2) privatizing grain storage facilities; and (3) developing a market information 
system and other actions designed to make agricultural markets work better. 

Removing Price Distortions Affecting Agriculture 

Poverty and food insecurity worsened during the 1980s in Honduras, especially in rural areas. 
This was a result of an overvalued exchange rate and trade policies which favored import
substitution industries. These policies discriminated against the agricultural sector and 
reduced incentives to domestic agricultural producers, including small farmers and producers 
of basic grains. 

These policies were changed in 1990 as part of a reform process initiated by the previous
government. The GOH adopted a flexible exchange regime in 1990 and began to maintain a 
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macroeconomic framework consistent with increased agricultural production. The GOH also 
reduced tariffs to a 5-20 percent range and eliminated quantitative import and export 

restrictions on all agricultural products. Prices of all agricultural products, with the exception 
of coffee and sugar, have been decontrolled and are now determined by market forces. 

The agricultural sector responded to improving prices. For the two years immediately
following the reforms, the area planted increased 13 percent. The index of total agricultural 
production increased an average of five percent per year, and growth in the basic grain index 
gained 10 percent per year. As a result, total food availability increased, and farmer incomes 
improved enough to reduce the proportion of poor living in rural areas by a remarkable 23 
percent. 

The initial growth attributable to the economic reforms has run its course. Deepening of the 
reform package and maintaining the gains achieved to date are essential to continued food 
security and economic growth. To provide the basis for continued progress toward these 
objectives, the GOH will pledge to maintain key policy reforms achieved under the FY92-94 
program, and to further liberalize agricultural trade. In addition, the GOH will agree to 
maintain those key provisions of the AMDL which have been essential to the initial 
improvements in agricultural production, productivity and rural incomes. 

The issue now is to maintain and expand these reforms. Fortunately, the current GOH has 
adopted food security as one of its strongest planks. Unfortunately, it appears to have little 
idea of how to achieve its goal. A genuine threat exists to the policy reforms obtained under 
previous programs and, specifically, to the AMDL. The current GOH is facing a serious 
economic crisis, and its tendency in the face of this crisis is to revert to old, statist "solutions" 
instead of reinforcing the market based measures which have brought relative progress. There 
is a strong movement to "reform the reforms" and to change many of the key measures of the 
AMDL, specifically those which deal with government intervention in the market and in land 
tenure security. For all of its success, the AMDL continues to be a controversial measure in 
Honduras, and there are man), vested interests which would change or eliminate its 
provisions. 

The proposed FY95-97 program will prevent backsliding by supporting the progressive forces 
which advocate maintaining and deepening free market responses to the current crisis. Key 
policy reforms to be maintained are specified in annual policy measure tables at the end of 
this section, and will be included in the Program Agreement with the GOH. 

Privatizing Grain Storage Facilities 

Grain merchandizing is a private sector function. Governments that enter grain markets 
inevitably lose money. Worse, they reduce the availability of food because even efficient 
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private traders are unlikely to enter markets dominated and financed by governments. Past 
GOH intervention in the grain market cannot be shown to have contributed to food security or 

improved producer prices; indeed, it appears to have impeded progress toward these 
objectives. 

The statist orientation of successive Honduran governments led to large GOH investment in 
the construction and maintenance of grain storage facilities. Under the prior Title III 
program, the GOH was to transfer many of its grain storage and other facilities to the private 
sector. The GOH sold off the Sula Dairy plant, the Ministry of Natural Resources Seed 
Facility and two sugar mills. 

Eight of the grain storage facilitic, were sold and offers have been received on two others,
but negotiations have essentially stopped. The process is taking longer than expected, with 
only 35 percent (measured in capacity terms) of the facilities transferred to date. This set of 
policy reforms, included in the annual policy measure tables at the end of this section, is 
designed to complete these sales as quickly as possible, leaving the GOH with only enough 
storage capacity to maintain an emergency reserve of beans.3 

Since past GOH policy, rather than economics, dictated the size and location of the facilities, 
some of them are likely not feasible as grain storage facilities at their present size and/or
location. The GOH must recognize this and value or dispose of them, piecemeal if necessary, 
for purposes other than grain storage where possible. 

Developing a Market Information System and Other Actions Designed to Make Markets 

In a free market economy, information takes on unparalleled importance to producers and 
marketers. Where information is scarce, only the privileged have access to it. To maximize 
and distribute the benefits of, free market policies, the GOH must provide for systematic 
collection, analysis and dissemination of market information. 

Price information gives essential signals to the entire chain of food production, marketing, 
storage, processing and consumption. Information on prices, quantities and qualities of 
products in the various relevant markets are essential for small producers, especially as they
negotiate with intermediaries. With minimal analysis, market information be convertedcan 
into decision making criteria for what to plant, how much to store, and when/where to market 
the production. 

3 The particular type of red bean preferred by Hondurans is grown in few other places in the world, and 
impo. - of other bean varieties are culturally unacceptable in the local market. 
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Currently, producers, wholesalers, and retailers have limited market information to guide their 
resource allocation decisions. This leads to inefficiencies and higher costs. The development 
of a GOH market information system will help make the price formation process transparent 
to producers, wholesalers, and retailers in order to increase market efficiency, promote 
competition among market participants, and reduce costs of food to final consumers and bring 
enhanced food security to the nation. 

The GOH actions presented in the tables at the end of this section will help ensure that such a 
system will be developed in Honduras. The development of a market information system will 
be assisted by both local currency (see section D.3) and DA-funded activities. 

b) Encouraging Increased Investment in Land and Improved Land Use 

There are a number of land tenure problems in Honduras which have important implications 
for 	improved food security, especially among the poor. These include: 

" 	 The extensive and inefficient use of land; 

* 	 Insecure property rights and the consequent disincentives to productive investment; 

" 	 A highly concentrated structure of land ownership which has created major 
problems of land access for the vast majority of the rural population. 

Many of these problems were created, or at least exacerbated, by the original Agrarian 
Reform Law. For example, under that Law: (1) land owners were at permanent risk of 
expropriation; (2) land rental was illegal and could result in expropriation; (3) farm units of 
less than five hectares could not be titled; (4) farmers had to occupy land for more than 30 
years to be titled; and (5) titling discriminated against women. 

Passage of the AMDL corrected many of the problems and established a legal basis for more 
secure property rights. For example, the AMDL includes articles that: (1) guarantee and 
secure full ownership rights over land; (2) legalize land rental arrangements, with the 
exception of some types of share-cropping; (3) revise and simplify land adjudication and 
titling processes (e.g., reducing the minimum time for titling eligibility from 40 to 3 years of 
continuous operation and simplifying titling processes for farmers of less than five hectares); 
(4) eliminate the prohibition of titling land to holders of less than five hectares; and (5) 
provide women with equal rights of access to land. 

Each of these articles improve security of land tenure and thus provide beneficiaries with 
increased access to credit and incentives to improve their land, increase production, and 
finance infrastructure such as irrigation and storage. As secure tenure leads to productive 
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investment, increasingly greater quantities of food will be produced and family incomes will 
increase, further increasing food security. 

Much of the AMDL remains, however, to be implemented. The political forces allied against 
secure land tenure are seeking to make expropriation easier and mandate smaller landholdings 
than would be efficient. The institutions needed to continue the AMDL's implementation are 
weak. They need to be reoriented toward the essential task of improving land tenure security 
by issuing definitive titles. 

Although INA has been reorganized (one of the conditions under the previous Title III 
agreement), too many staff are still assigned to paicrlictic development programs and not 
enough attention is paid to INA's principal function of land titling. The GOH actions 
proposed for improving food security through increased land tenure security, and presented in 
tables at the end of this section, emphasize land titling as the primary responsibility of INA. 
GOH actions will be assisted by both local currency (see following section) and DA-funded 
activities. 

c) Strengthening the Rural Financial System and Improving the Access of 
Small Farmers to Financial Services 

Several factors distort the rural financial system in Honduras, leading to inefficient allocation 
of resources, high costs, and limited provision of financial services, especially to small and 
medium-scale producers. These distortions include, among other things: (a) broad, non­
transparent interest rate subsidies; (b) use of inappropriate and inefficient public sector 
agricultural lending agencies such as the National Agricultural Development Bank 
(BANADESA); (c) deficiencies in the legal regulatory systems which make it difficult to 
foreclose on loans; and (d) in the past, a weak legal framework for land tenure. 

As price policy reforms improve market conditions and land tenure reforms encourage 
additional investment, producers encounter other constraints which limit their ability to 
respond to price signals and increase nationai and household food security through improved 
production. One of the first constraints producers meet is the lack of agricultural credit. As a 
result, many producers in Honduras obtain production loans through an informal credit system 
about which little is known. 

Under this set of reforms the GOH will: (1) operationalize a private rural financial system; (2) 
phase out all subsidized rediscount lines directed to the agricultural sector; and (3) undertake 
a study of the informal credit system found in rural Honduras. The macroeconomic reforms 
and the AMDL give a basis for improving the functioning of both the formal and informal 
credit systems. The GOH actions in this policy area presented in the tables at the end of this 
section will improve the access to and operation of credit systems serving small producers. 
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d) Increasing the Coverage of Potable Water and Sanitation Systems. 

The health sector reforms are designed to reduce the incidence of chronic diarrheal disease in
rural areas, thereby improving food utilization, by increasing the coverage of rural water and 
sanitation systems. Over half of Honduras' rural population does not have access to potable
water and sanitation, and as a result diarrheal diseases due to consumption of contaminated 
water are a chronic malady in many rural parts of the country. Chronic diarrheal diseases are 
one of the major factors responsible for poor food utilization. Indeed, UNICEF has 
concluded that child nutrition, i.e., food utilization, could be enhanced as well or better 
through prevention of diarrheal disease than through supplementary feedings. 

The reforms themselves relate to the restructuring and decentralization of the National Water 
and Sanitation Service (SANNA), the GOH institution which by law is responsible for 
constructing new water systems, and for directly operating existing urban water systems.4 

Presently SANAA operates both as a utility, constructing and operating water and sanitation 
systems, and as the lead agency in the water and sanitation sector, which includes long-range
planning. These two functions, however, are mixed and expansion of coverage in rural areas 
and planning both get lost in the shuffle. SANAA's organization has also become highly
centralized and inefficient. Restructuring and decentralizing SANAA will enable it to assure 
that adequate plans for expansion of coverage are developed and executed, and that a 
supervisory system is established which will keep existing systems operating. 

The GOH actions under the program will create within SANAA two separate branches: 1)
Operations, which will be responsible for the operation of urban water systems, and 2)
Fograms, which will be the rector of the nationwide water and sanitation sector. Reforms
will also strengthen the role of local units, including both selected municipalities and local 
SANAA offices. 

4 "Urban" water system is defined as serving a population greater than 2,000 households. Village water 
boards operate and maintain rural water systems, and generally do a good job. 
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POLICY AREA FY95 POLICY MEASURES 

1. AGRIBCULTURE 

Removing Price a. The GOH agrees to maintain all key policy reforms implemented under previous Title Ill agreements, including:
Distortions Liberalized agricultural trade and pricing regimes.
Affecting Limitation of physical strategic rcserve to beans. 
Agriculture Measures which increase land tenure security and access to land market mechanisms. 

Inplementation of plan to decentralize and privatize agricultural research and extension services (DICTA). 

b. 	 The GOH agrees to eliminate all import and export controls on agricultural trade (including non-tariff barriers; 
improper phyto-sanitary use will be eliminated). 

c. The GOH agrees it will not impose price controls on any agricultural or agro-industrial product. 
* 	 Privatizing Grain a. The GOH completes negotiations on the two facilities for which offers have been made (Comayagua and the Terminal 

Storage Facilities Plant at San Pedro Sula). 

b. 	 The WH offers all remaining grain storage facilities except Tegucigalpa (i.e., Olanchito, El Porvenir, Santa Rita and 
Las Flores) to the private sec;or. 

* 	 Developing a a. The GOH will present a plan for establishing a market information system. Thg3 plan will include information on theMarket Information 	 target audience (users), products to be covered, the typo of information collected, frequency of collection, form ofSystem 	 presentation, institutions responsible for generating the data, and the amount and source of funds required. March 
1995 

b. 	 The GOH will begin implementation of the plan according to the agreed upon schedule. May 1995 
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POLICY AREA FY95 POLICY MEASURES 

Encouraging 
Increased 
Investment in Land 
and Improved Land 
Use 

a. 

b. 

The GOH agrees to maintain provisions in the ADML which provide land tenure security, including: 
Simplified criteria for expropriation. 
Legalization of land rental. 
Massive land titling program. 

The GOH initiates a public information campaign to ensure that land owners and agriculturalists are aware of their 
rights and responsibilities under the AMDL, including the legality of land rental. 

c. INA develops and begins implementation of a plan to accelerate its primary function of titling. 
to increase the speed and efficiency with which titles are issued. 

This includes actions 

d. INA initiates cadastral work and titling in the agriculturally significant Departments of Olancho and Col6n. 

Strengthening the 
Rural Finance 
System 

a. The GOH approves regulations needed to begin operation of a private rural financial system (cajas rurales) which 
emphasizes rural savings mobilization and sound commercial, financial, and regulatory practices. (Preferential,
subsidized lines of credit directed to specific agricultural activities such as basic grains production will not be used.) 
March 1995 

2. RURAL WATER & 
SANITATION 

* Increasing 
Coverage of 
Potable Water and 
Sanitation 

a. 

b. 

SANAA completes a plan for separating itself into two branches covering operations and programs functions. This 
plan will demonstrate how the revised organization will help expand the access of Honduras' rural poor to potable 
water and sanitation. 

SANAA regional offices are created and fully staffed to allow the organization to carry out its mandate more 
effectively. 
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POLICY AREA FY96 POLICY MEASURES 

1. AGRICULTUIE a. The GOH agrees to maintain all key policy reforms implemented under previous Title III agreements (See FY95). 
0 	 Removing Price b. The GOH agrees to maintain a policy of free agricultural trade unimpeded by import or export controls (includingDistortions non-tariff barriers; improper phyto-sanitary use will be eliminated).


Affecting

Agriculture c. The GOH agrees to maintain a policy of free market pricing on all agricultural and agro-industrial products. 

0 	 Privatizing Grain
 
Storage Facilities
 

0 	 Developing a a. The GOH continues implementation of this plan according to the agreed upon schedule.
 
Market Information
 
System
 

0 	 Encouraging a. The GOH agrees to maintain the essential provisions of the AMI)L specified for the first year of this Title Ill
Increased Investment agreement. 
in Land and 
Improved Lazid Use b. INA completes cadastral work in )epartments of Olancho and Col6n. 

c. 	 INA titles 20,000 properties. 
• 	 Strengthening the a. The Honduran Central Bank phases out all subsidized rediscount lines directed to the agricultural sector, including anyRural Finance subsidized credit piograms in BANAI)ESA. 

System 
b. 	The GOH undertakes a study of the informal credit system which determines its role and adequacy in supplying credii 

to rural families. 

2. 	RURAL WATER & 
SANITATION 

* 	 Increasing Coverage a. Selected urban water systems are transferred to their respective municipalities.

of Potable Water

and Sanitation b. SANAA completes internal reorganization dividing the institution into Operations and Program branches.
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POLICY AREA FY97 POLICY MEASURES 

1. AGRICULTURE 

0 	 Removing Price a. The GOH agrees to maintain all key policy reforms implemented under previous Title IfI agreements (see FY95).
Distortions
Affecting b. 	The GOH agrees to maintain a policy of free agricultural trade unimpeded by import or export controls (includingAgriculture non-tariff barriers; improper phyto-sanitary use will be eliminated). 

c. 	The GOH agrees to maintain a policy of free market pricing on all agricultural and agro-industrial products. 

0 	 Privatizing Grain
 
Storage Facilities
 

• 	 Developing a

Market Information a. The GOH continues implementation of this plan according to the agreed upon schedule.
 
System
 

0 	 Encouraging a. The GOH agrees to maintain the essential provisions of the AMDL specified for the first year of this Title II
Increased agreement. 
Investment in Land
and 	Improved Land b. INA conducts cadastral work in all remaining agricultural valleys of the country (except La Mosquitia and the Islas de
Use la Bahia.) 

c. INA titles an additional 20,(X)O properties. 

0 	 Strengthening the
 
Rural Finance a. 
The GOH agrees not to subsidize agricultural credit through lower than market interest rates.
 
System
 

2. 	RURAL WATER & 
SANITATION 

* 	 Increasing a. SANAA completes transfer to local SANAA units of managerial responsibility for those urban water systems not
Coverage of transferred to selected municipalities.
 
Potable Water and
 
Sanitation
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3. Local Currency Uses 

The policy reforms that the new Title iMl program will support will not be enough, by
themselves, to bring about substantial improvements in the food security of those most at risk 
-- the rural poor -- in the medium-term. Programs and projects which provide additional 
investmc-it capital and technical assistance will also be necessary. Accordingly, the local
 
currencies generated under the Program will also support GOH/USAID efforts to increase
 
food production and rural incomes, and promote improved food utilization. 

PL 480 Title III legislation specifies that a minimum of 10 percent of the local currency
generations must support the work of "indigenous" NGOs/PVOs. The proposed local 
currency programming meets this figure, with approximately L.34,000,000 of the Program's
estimated L.270,000,000 in proceeds supporting Honduran NGOs and PVOs. In the local 
currency table presented on the following page activities involving NGOs and PVOs are 
indicated. 
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ILLUSTRATIVE FY 1995 - FY 1997 LOCAL CURRENCY PROGRAMMING 
('000 LEMPIRAS) 

PROJC I .'.-.AMOUNT PRIOGRAMMED IDROECT DESRWPTJON N. ____________ TOTAL 

S FC SE-CT -(PROJE-CF)..SUPPORT.. 
A. GOH/USAID Projects:

AOlic Analysis and Implementationg. ectorI 0325.02 3,000 3,000 0 6,000 

Small Farmer Agribusiness Development 0383 1,500 1,500 1,500 4,500 
Small Farmer Export Development* 0399 2,000 3,000 2,000 7,000 
Land Use Productivity Enhancement* 0292 0 4,000 4,000 8,000 
Honduran Environmental Protection Fund* 0385 3,000 3,000 3,000 9,000 
Forestry Development* 0246 8,000 8,500 8,500 16,500 
Health Sector If* 0216 8,120 14,102 16,402 38,624 
Title II 3,145 3,145 3,145 9,435 
SUBTOTAL 28,765 40,247 30,047 99,059 

B. GOH Programs: 
PRAF (Targeted family income subsidy 
program) 

20,000 20,000 20,000 60,000 

C. Collaborative Research and Support
Programs (LRSk's)Programs... . . . 

AL.OE~ALflr .SUPPORT.m 

500 

49,265 

500 

55,747 

500 

50,547 

1,500 

160,559 

A. Land Titling/INA 15,000 15,000 15,000 45,000 
B. Market Information System 2,500 2,500 2,500 7,500 
C. Rural Finance 5,000 3,000 3,000 11,000 
D. Rura! Vater and Sanitation 1,706 2,815 3,051 7,572 
E. Watershed Protection 2,200 2,200 2,200 6,600 
F. Screwworm Program 2,500 2,500 2,500 7,500 
G. PanAmerican School of Agriculture* 100 100 100 300 

......... T..TAL." .......... . .. . .. 29,006 28,115 28,351 85,472 

A. Monitoring, Evaluation & Audit 600 600 600 1,800 
B. Household (Agricultural) Survey 0 2,000 0 2,000 
C. Family Health Survey 1,000 0 0 1,000 

S TQTAL.. -
GRNDTIT ii 

.... . . 1,600 
79,871 

2,600 
91,462 

600 
92,398 

3,800 
257,431 

RESERVE12,569 
PROGRibd.iTitAL: i i270,000 
11vimafed rte of elchanpe. Sennteber 19041 I .Q0=S1 00 

0 Activity supports indigenous NGOs/PV0s 
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Planned local currency supported activities are briefly described below. For further 
information on these activities, see Annex E, "Evaluation of the FY92-94 Title III Program." 

a) GOH/USAID Projects: 

(i) Policy Analysis and Implementation (Ag. Sector) (522-0325.02) - The purpose of the 
agricultural component of PAIP is to strengthen the Honduran capacity to formulate and 
implement agricultural and naturaj resourcc managcnicin policies and administrative reforms. 
PAIP, which also received local currency under the FY92-94 Title III Program, will continue 
its support of the entire FY95-97 agricultural sector policy agenda, primarily through the 
provision of long- and short-term technical assistance to the Ministry of Natural Resources 
Agricultural Sectoral Planning Unit (UPSA). The activity contributes to Mission Strategic 
Objective No. 1, Enhanced Economic Participation and Increased Incomes of the Poor. 

(ii) Small Farmer Agribusiness Development (522-0383) - The purpose of this activity is 
to increase agricultural production, value-added processing and agricultural exports of 
participating small farmer owned businesses (FOBs), many of which are cooperatives. The 
project continues and expands upon the FOB strengthening activities begun under the Small 
Farmer Organizational Strengthening project, which focuses on both rural credit unions and 
cooperatives, and is related to Mission Strategic Objective No. 1. 

(iii) Small Farmer Export Development (522-0399) - The purpose of this new activity is 
to develop agricultural export crops and mechanisms that are appropriate for smallholder 
farmer participation and which lead to increases in smallholder farmer incomes. The activity 
will develop economically and environmentally sound production methods for 5-6 
nontraditional crops and disseminate the technology and market information to smallholder 
farmers. The project is implemented through a grant to the Honduran Agricultural Research 
Foundation (FHIA), a non-profit NGO. The activity will contribute to short- to medium-term 
increases in household food access, as incomes grow, and to medium- to long-term 
improvements in national food availability through the generation of foreign exchange. The 
activity contributes to Mission Strategic Objective No. 1. 

(iv) Land Use and Productivity Enhancement (LUPE) (522-0292) - The purpose of LUPE 
is to increase hillside agricultural production and productivity on a sustainable basis, including 
improved management of natural resources on which longer-term productivity depends. The 
project focus is on central and southern Honduras, where environmental degradation from 
unsustainable hillside agricultural practices is most severe. As under the FY92-94 Title ILL 
program, Title III local currency will support these efforts, including those undertaken by 
indigenous NGOs through project subgrants. Much of LUPE's work with local NGOs also 
involves micro-watershed management, as well as the encouragement of improved dietary 
habits and household sanitation practices. The activity contributes to Mission Strategic 

http:522-0325.02
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Objective No. 2, Effective Stewardship of Key Natural Resources for Sustainable Economic 
Growth. 

(v) Honduran Environmental Protection Fund (522-0385) - The project purpose is to 
strengthen and expand environmental protection and natural resource management activities 
carried out by NGOs in Honduras. Priority is given to activities, implemented by partnerships 
of U.S. and Honduran NGOs, addressing sustainable management of watersheds. Within this 
context, the activity supports efforts to promote sustainable food production, and to manage 
protected areas, particularly significant watersheds. The activity is thus principally linked to 
Mission Strategic Objective No. 2. It also supports enhanced food utilization by protecting 
potable water sources and improving the diets of small farm households. 

(vi) Forestry Development (522-0246) - The purpose of the Forestry Development Project 
is to improve the management and sustainable productivity of commercial pine forests. In 
FY95, the purpose will be revised to include the improved management and protection of 
critical watersheds and other designated protected areas. Beginning in FY95, the project will 
help establish a nationwide system of protected areas, many of which are comprised of 
critical cloudforest upper watersheds. As part of these efforts, a policy agenda will be agreed 
upon with the GOH to strengthen protected area management. For example, within the State 
Forestry Institute, the recently created Department of Protected Areas will become fully
operational. The GOH will also be required to develop a policy to protect key upper 
cloudforest watersheds. The project contributes to Mission Strategic Objective No. 2. 

(vii) Health Sector IT (522-0216) - The purpose of this project is to support, strengthen 
and continue the process of extension of coverage of efficient, sustainable, and effective 
primary health care and rural water and sanitation (RW&S) services, with an emphasis on 
child survival and maternal reproductive health interventions. Support of RW&S activities 
under this project implemented by SANAA and indigenous PVOs will directly contribute to 
improved household food utilization, by reducing the prevalence of diarrhea and other 
gastroirtestinal diseases. The project contributes to Mission Strategic Objective No. 3, 
Improved Family Health. 

(viii) PL 480QTil11 - The goal of the Title II program administered by CARE 
International is to "improve food security and sustainable development at the household 
level." The program, which is targeted at children and mothers in the most food insecure 
parts of the country, improves short-term household and individual food access. Although 
both PL 480 programs are directed to enhancing the food security of the Honduran 
population, the Title II program deals primarily on a microeconomic level, directly channeling 
food to target populations through GOH and PVO programs, and thus addressing short-term 
household food access needs. CARE plans a significant redesign of its Title II program in 
mid-FY95, with increased emphasis on sustainable development activities, e.g., rural food­
for-work programs to construct trails and roads that will improve small farmer access to 
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markets, narrowed targeting of all its food programs to the most needy, and increased use of 
local PVOs as implementors. After the redesign, the Title II and III programs will be even 
more complementary. Title III local currency will support the Title II program by covering 
in-country costs formerly financed from the now-ended ESF program. The activity 
contributes to Mission Strategic Objectives No. 1, through the school feeding program's 
support of Mission primary education objectives, and No. 3, "Improved Family Health." 

b) GOH Project: 

Family Allotment Program (PRAF) - The GOH created the PRAF in 1990 with the 
objective of "providing special protection to children at nutritional risk." The program seeks 
to protect vulnerable population groups who suffer disproportionally from the economic 
structural adjustment program. The activity directly increases food access at the household 
level on the part of poor rural and urban mothers and children through short-term targeted 
subsidies provided by issuance of food coupons. Title III local currency will continue to 
support two of PRAFs four subprograms: the "Women Head of Household Bonus Project,"
which aims to cushion households where the mother provides the family's sole economic 
support through provision of a monthly food coupon to each child registered in a primary 
school during 10 months of the year; and the "Mother-Child Bonus Project," which partially
subsidizes the food requirements of poor pregnant and lactating mothers and children under 
five. This program also contributes to improved food utilization at the individual level by
encouraging exclusive breastfeeding, weaning and improved dietary habits. Mothers are 
required to bring their children into a health center on a monthly basis to receive their 
coupons. There, the children are given a checkup and can receive early treatment for diarrhea 
and ARIs, be vaccinated and have their growth monitored. 

c) GOH Counterpart to USAID CRSPs: GOH counterpart support for these activities, 
which contribute to enhanced food availability at the national level, will continue under the 
FY95-97 Title III program. For example, support for the Pond Dynamics CRSP will 
contribute to fresh and saltwater culture of food products for both domestic and export 
markets. Support of the Soils Management CRSP (TropSoil) will continue to benefit, 
together with the LUPE Project, thousands of marginal hillside farm households by 
demonstrating the effectiveness of soil conservation interventions. 

d) General GOH Sector Support: 

(i) Land Titling - Sector support of land titling will complement GOH efforts to 
encourage increased investment in land and improved land use. Local currency will cover 
costs associated with implementing those policy and administrative measures, e.g., a public 
information campaign to ensure that land reform beneficiaries are aware of their rights and 
developing a strategy for resolving adjudication petitions. Local currency will also provide 
financing for cadastral work included under the FY95-97 Title III Agreement. 
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(ii) Market Information System - Local currency will finance the development of the plan
establishing the mc et information system, and the subsequent implementation of that plan,
thus complementing GOH policy reforms which involve improvement of incentives to 
produce and invest in the agricultural sector. 

(iii) Rural Finance - Sector support will complement GOH efforts to strengthen the rural 
finance system and improve access of small farmers to financial services. Local currency will 
also fund a study of the informal credit system in rural finance, and possible development of 
a plan for implementing the recommendations of the study. 

(iv) Rural Water and Sanitation - Sector support for rural water and sanitation will 
complement GOH efforts to increase coverage of potable water and sanitation systems. Local 
currency financing will cover the costs associated with restructuring and decentralization of 
SANAA. Capital expenditures in the RW&S sector will be financed by GOH national funds 
and/or multilateral donors, and by the Health Sector II Project. 

(v) Watershed Protection - Sector support for watershed protection will complement the 
associated GOH policy reforms achieved in conjunction with the DA-funded Forestry
 
Development Project (see above). 
 Local currency will cover costs associated with 
preparation and implementation of management plans for designated protected areas involving 
critical watersheds. 

(vi) USDA Screwworm Program - The USDA screwworm eradication program will end in 
FY95, but local currency will finance GOH efforts to sustain the successes of this program.
These efforts are essential to protecting the sizable investment made to eradicate the 
screwworm in Honduras. 

(vii) Pan American School of Agriculture (EAP) at Zamorano - The applied agricultural 
research conducted under this activity will continue to benefit subsistence farmers throughout 
Honduras by increasing food production and household incomes. 

e) Other: 

(i) Monitoring, Evaluation and Audit - Local currency will finance costs associated with 
GOH monitoring of the FY95-97 Title III program, midterm and final evaluations, and 
annual audits performed by the Controller General of Honduras. 

(ii) Household Food Consumption Surveys - Annual surveys, developed with the 
assistance of USAID/W and contracted through the Honduran private sector, will continue to 
be supported in order to measure the program's impact on food production and consumption. 
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(iii) Epidemiology and Family Health Survey - A nationwide survey conducted by the 
Ministry of Health every four years (fieldwork for the last survey was conducted in 1991).
The results of the survey will include, inter alia, information on the nutritional status of 
children under five years of age, and how the provision of potable water and sanitation affects 
food utilization. 

E. PROGRAM INTEGRATION 

1. Conformity with USAID Strategy and Programs 

The 1995-97 Title III Program will make a direct contribution to three of the Mission's 
strategic objectives (see diagram in Executive Summary). The strongest relationship is with 
Strategic Objective No. 1, Enhanced Economic Participation and Increased Incomes of the 
Poor. In brief, this is what the entire Program is about, with the strongest focus on the rural 
poor. 

The Program will contribute, directly and indirectly, to Strategic Objective No. 2, Effective 
Stewardship of Key Natural Resources for Sustainable Economic Growth. There is 
arguably no more critical natural resource than water. Without adequate supplies of water, 
human health and, especially in an agrarian country like Honduras, economic development
will suffer. Support for forestry management and protected area management activities under 
the FY95-97 Program will continue to have a very positive impact on water quality and 
availability, with positive benefits for consumptive and productive uses of water. Second, 
local currency will be used under the LUPE and HEPF Projects to develop and extend 
environmentally sound cultivation practices, which are substantially raising production on 
high risk family farms and thus raising incomes and food availability. In a more indirect 
sense, natural resource degradation in Honduras is, in large part, a poverty problem. To the 
extent that the Program raises the incomes of the rural poor, it lessens the threat to the 
country's natural resources. Moreover, the reforms related to land tenure, by giving more 
value to land, will increase the incentives to use land more effectively and sustainably. 

The Program will also contribute to the Mission's third strategic objective -- Improved
Family Health. The direct impact will come through policy reforms involving the national 
water and sanitation service (SANAA), and the local currency expenditures used to expand 
rural access to potable water and sanitation systems, primary health care services, and 
supplementary feeding and nutrition programs. The Program will also have an indirect 
impact on this health objective by helping to raise incomes of the rural poor. 

The 1995-97 Title III program, like the FY92-94 program, has also been designed as a 
mechanism for implementing the Mission's Agricultural Sector Strategy. The Agricultural 
Sector Strategy and the Title III program are closely interrelated, because a concern with 
improving food security is at the core of both. The Strategy increases the effectiveness of the 
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Title III program, because it lays out a series of actions which need to be taken over the 
medium to longer-term to achieve improved food security into which a succession of Title III 
and other Mission activities have been and will continue to be integrated. The 1989 and 1990 
Title I programs, the 1991 and FY92-94 Title III programs, a series of ESF programs, and 
DA funded technical assistance projects, PAIP in particular, all contributed to the successful 
implementation of the price po!icy reforms which were the priority measures in the first stage 
of this Strategy. This Title III program will contribute to reforms dealing with land tenure 
and land and rural financial markets, which are part of the second stage of the Agricultural 
Sector Strategy. Local currency support of DA-funded projects dealing with improved access 
to agricultural inputs, e.g., credit, technology, and management skills, also contribute to 
objectives of the Strategy. 

2. Support of GOH Priorities 

One of the Liberal Party's key platform planks in its successful bid for the presidency was an 
emphasis on improving the food security of the country's poor: "...the principal focal point of 
agricultural policy is the nutritional status and food security of the Honduran population."5 

This national priority has been reflected in the actions of the new administration since it 
entered office in January 1994. The Planning Secretariat (SECPLAN) has been given 
responsibility by President Reina to coordinate efforts in this area involving the Ministry of 
Natural Resources (Agriculture), the Ministry of the Environment, the National Agricultural 
Bank (BANADESA), and other GOH institutions that make up the Food Security Ministerial 
Council. In early August, SECPLAN was asked to elaborate, in collaboration with the 
council, a short-term national plan to improve food security. The Title III program will also 
provide substantial support to, through the use of local currency generations, the Reina 
Administration's efforts in u.eeting the food and nutritional needs of the most food insecure. 
As stated in the "Plan de Gobiemo," the GOH will expand its "social safety-net" activities, 
and in particular the food coupon programs (PRAF) for mothers and infants, and mother­
heads-of-household, yet focus these activities in areas with the highest rates of poverty and 
malnutrition.6 (See Section II D.3, "Local Currency Uses," and Annex E, "Evalauation of the 
FY92-94 Title III Program" for further information on PRAF.) 

5 Reina 1994-1998 Government Program documents. 

6 A similar focusing is taking place within the ongoing PL 480 Title II program implemented by CARE; 
see Section II.D.3, above. 
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Since this government campaigned on "adjustment with a human face" while maintaining the 
policies initiated in 1990 by the previous government, it is sensitive to the food security 
objectives of this program and will respond as much as it can within the serious constraints 
under which it has to operate. However, while the emphasis on improved food security is 
something to be encouraged (which the Mission has), some of the early policies and actions 
which have resulted have not been. The new government has had a tendency to react to some 
of the problems that have developed by falling back on the kind of government market 
interventions that were responsible for the lack of agricultural sector growth and rural poverty 
in the first place. For example, there has been an overemphasis on achieving national basic 
grain self-sufficiency. The GOH is again considering directed credit to basic grain producers. 
On the other hand, efforts are also being made to target agricultural inputs, e.g., improved 
seed varieties, and extension services to the most promising agricultural zones. SECPLAN is 
also assisting agricultural producers in their efforts to gain tax free imports of key inputs, e.g., 
seed, fertilizer, machinery, etc. The proposed Title III program will provide the policy 
leverage and technical support needed to help the GOH identify and implement positive 
actions, while avoiding those that are counterproductive. 

3. Integration with Other Mission Activities 

The FY95-97 Title III program will be linked with several other Mission activities discussed 
above in Section II.D.3, "Local Currency Uses". 

4. Relationship to Programs of Other Donors 

The policy agenda of both the current and proposed Title III programs are consistent with 
World Bank and Inter-American Development Ba.k (IDB) programs, and with IMF targets. 
In fact, most of the agriculture-related policy reform packages adopted by other donors have 
been developed by the USAID DA- and Title Ill-supported Policy Analysis and 
Implementation Project (PAIP). The policy reforms included in this proposal were developed
with the assistance of the PAIP technical assistance team and are consistent with, and 
complementary to, the current Agricultural Sector Adjustment Credit program co-financed by 
the World Bank ($60 million) and the IDB ($50 million). Indeed, it is questionable that this 
loan would have been made if not for the policy reforms directly supported by the FY91 and 
FY92-94 programs. 

It is important to note the further leveraging of other donor resources that has already 
occurred, as well as that expected under the proposed program. The FY92-94 Program 
supported the enactment of a National Environmental Law which established the institutional 
framework for the new Ministry of the Environment. In response, the World Bank has 
announced a major, multi-year assistance program for this Ministry. The Title III program 
was also instrumental in the reorganization of the State Forestry Institute. Again, the World 
Bank and IDB have followed with further assistance as a result. It is expected that as a result 
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of the reforms in the water and sanitation sector planned under the FY95-97 program, the
IDB will resume major lending in that sector, which had largely been halted given donors' 
concerns about SANAA. 

III. PROGRAM JUSTIFICATION 

A. RELATIONSHIP TO OBJECTIVES OF THE TITLE III LEGISLATION 

1. Contribution to Improved Food Security 

The 1995-97 Title III program has been designed to have a direct impact on the food security
of rural households, the most food insecure group in the country. This is reflected in the goal
of the program which is "to improve the food security of the Honduran population" in all 
three of its dimensions -- availability, access and utilization. 

Since the root cause of food insecurity in Honduras is lack of access to food, which is to say
poverty, the central focus of the program will be to increase food production and raise the
incomes of the poor rural households and, in particular, of poor households dependent on the 
agricultural sector for their livelihood. For some households, changes in price incentives and
land tenure arrangements, coupled in some cases with Mission project activities, will enable
them to increase their incomes by increasing production of cash crops, including both 
traditional and non-traditional exports. For others, income increases will come from 
additional off-farm employment, some of which will be generated by increases in economic 
activity in rural areas stimulated by the policy reforms and some as a result of Mission­
financed project activities (see FY92-94 Title III Program Evaluation in Annex E). As is
the case with the current program, some of the local currency generated by the commodity
sales will also be used to support the GOH's family assistance program (PRAF) which 
increases the access of poor households to food through the distribution of food coupons. 

The food imported under the Title III program also increases the aggregate amount of food
available in the country. This is important to national level food security because the Title III 
food is needed as food. The poor and food insecure, to which this program is directed, will
be the chief victims if total food supplies decline due to a sharp drop in food imports brought 
on by the country's severe foreign exchange crisis. 

In 1993, over 75,000 metric tons of wheat were imported under the Honduras Title III 
program. This wheat, which was worth over $13 million, represented over 40 percent of the
wheat supply available for human consumption and around an additional 115 calories per 
person per day. Imports under the FY95-97 program will be smaller, but even if they decline 
to 50,000 metric tonnes per year, this would still increase the country's overall calorie 
availability by approximately 76 calories per person per day. 
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To strengthen the impact of Title III program on food utilization, a component of the policy
reform agenda will help improve coverage of potable water and sanitation systems, especially 
in rural areas. Local currencies will also support expansion of water and sanitation systems,
and primary health and nutritional care services supported under the Mission's Health Sector 
II project. Finally, the Mission will use this program as a vehicle for exploring the possibility 
of expanding the fortification of wheat flour produced in Honduras with ironi in order to 
combat one of the most serious micro-nutrient deficiencies in the country -- iron deficiency 
anemia. 

2. Privatization of Food and Agricultural Distribution Systems 

The 1990 food aid legislation encourages the use of the Title III program to expand private 
sector participation in the marketing and production of food and agricultural commodities, a
 
key objective of the Mission's Agricultural Sector Strategy. The wheat import, milling and
 
wholesale and retail distribution system is entirely private now that the GOH has eliminated
 
IHMA's (the government's grain stabilization agency) monopoly on grain imports and has 
stopped importing grains. The GOH, as part of the current Title III program, has also sold 
those facilities that competed with the private sector in the production of agro-industrial 
products. Under this program, the GOH will sell the remaining storage facilities owned by 
IHMA, with the exception of one storage silo in the capital of Tegucigalpa. 

B. COUNTRY COMMITMENT 

See Section II.E.2, above, "Support of GOH Priorities." 

C. DONOR CONSULTATION 

The Mission has consulted with local representatives of the World Food Programme (WFP) 
and the European Economic Community (EEC), the only other major donors involved with 
food aid, concerning both recent wheat imports and the proposed wheat imports under the 
FY95-97 Program. The Mission also consults on a regular basis with the IMF and World 
Bank, as well as GOH institutions, to ensure that neither the wheat imported under the 
program nor the use of the local currencies generated by the sale of the wheat will have a 
disruptive impact on Honduran agricultural producers or on the overall economy. Finally, 

USAID consults with other donors on general food security issues in a forum established for 
this purpose by the GOI Secretariat if Planning (SECPLAN). 
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IV. PROGRAM IMPLEMENTATION 

The program will encourage a considerable degree of private sector participation in the
purchase, storage, handling and distribution of the PL-480 commodities. The GOH will 
assume a minor role limited to approval of the call forward process, and the transfer of title 
to the commodities to the private sector. The wheat milling industry, comprised of four 
private millers, will purchase the commodities donated to the GOH with financing arranged
for privately or with the assistance of private commercial banks. Ownership will be 
transferred from the GOH to the millers upon receipt of payment. These millers in turn will 
undertake all handling and processing of the commodities. 

A. PROGRAM MANAGEMENT 

The program will be managed as follows: 

a) Following signature of the Title III agreement, and annual amendments which determine 
the annual authorized U.S. dollar levels of the program, a GOH/USAID committee will meet 
with representatives of the private sector to develop estimates of the type and grade of the 
commodity to be imported, the approximate quantity, the estimated dollar cost of commodities 
and shipping, the period of time during which commodities will be imported into Honduras 
(through September 30th of each year through 1997). 

b) The millers and the GOH will sign agreements under which the millers commit 
themselves to local currency payments for the purchase of the commodities to be imported
under the program in each fiscal year. To support the private sector development intent of 
the Title III Program, these agreements shall contain language which places as much 
responsibility as allowed under the 1990 farm bill on the private sector (the millers) to 
procure commodities and transportation, arrange in-country transportation, storage and use. 
Clauses will be used in the agreements to allow for the following points listed in Table 1 on 
the following page. 

c) Copies of the agreements must cover the points listed in Table 1 and must be provided 
to USAID. 

d) Based on the amounts and types of wheat and shipping dates agreed to by the GOH, the 
millers and USAID/Honduras call forward cables will be transmitted to: A) confirm or update
information contained in the commodity specifications; B) provide detailed information 
needed for tendering purposes by USAID/Washington and C) request that FFP initiate the 
procurement/shipping process. The detailed information will include the name or names of 
consignees, to whom all or parts of the shipments will be assigned. 
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TABLE 1: POINTS TO BE COVERED IN THE AGREEMENTS BETWEEN THE GOH AND THE MILLERS 

A. The buyers of the commodities will be the local flour millers, the seller will be the government of 
Honduras (GOH). The spirit and intent of the agreement will be that the cost of acquiring the wheat will 
not be subsidized in any manner neither will its cost be greater, to the buyer, than the commercial 
commodity and transport costs charged in the market at the time of procurement. The Ministry of Finance 
(MOF) will directly manage commodity and transportation documentation, collection of funds from millers, 
and the transfer of these funds to a GOH owned separate account for this program in the Central Bank of 
Honduras (Separate Account No. 2500647). Contracts between the MOF and millers include a bank 
guaranty to ensure payment for the wheat. 

B) An estimated cost of the commodity and transport via NON-U.S. flag carrier under quote free out 
unquote terms will be included in the agreement and adjusted as procurement is executed and actual costs 
are determined. All estimations of freight costs will be made on the basis of actual non-U.S. flag carrier 
under free out shipping terms. In order to approximate normal commercial CIF (cost, insurance and freight) 
Terms, the MOF will charge millers the cost of applicable maritime insurance. 

C) The GOH will calculate the actual costs of commodities based on original bills of lading for each 
shipment minus the dockage identified in the corresponding commercial invoice plus the foreign flag 
equivalent (FFE) as determined by USAID/W under free out shipping terms. USAID/W will determine 
the FFE based on the lowest actual foreign flag/free out bid for a particular shipment. USAID/Honduras 
and the GOH will review and concur on the cost estimates before this information is passed to the millers. 

D) Upon USAID/Honduras and GOH agreement, the GOH will present a bill of collection to the millers 
as soon as practicable after the arrival of each shipment of wheat. Payment by the millers to the GOH will 
be made in Lempiras for the total costs of a particular shipment at the highest rate of exchange not illegal 
in Honduras, as per the new exchange regime established by the Central Bank of Honduras on June 22, 
1994 (Resolution No. 337-6194). Timing of payment will be within five working days of the delivery of 
the bills of lading from the GOH to the millers with the following documents attached: 1) commercial 
invoice - original and Iwo copies; 2) phyiusanitary certificate; 3) USDA grain inspection certificate; and 
4) USAID/W communication specifying the FEE under free out shipping terms. 

E) The GOH will facilitate miller payment for a shipment within ten working days of being officiallybilled. If for any reason there are delays in payment, the GOH will provide written notification to USAID 

of the specific nature of the problems causing this delay. If any miller fails to provide the amount billed 
them by the local agent within the specified time period and is unable to properly justify this failure, said 
miller will not be allowed to participate in subsequent shipments of the same calendar year or subsequent 
years until the account is paid in full with interest. The allotment of any miller who is delinquent will be 
divided among the participating, eligible millers. All outstanding debts will accrue interest at the highest 
legal annual rate in Honduras during the period of the debt. The GOH will be responsible for determining 
and billing interest against outstanding debt, and in informing the USAID on a regular basis of the debt and 
interest due under the program. 

F) Actual procurement of the commodity and freight will be executed on a specified date in 
Washington, D.C, with informal participation of the millers and the GOH. Bids will be received and 
commodity and freight contracts awarded based on specifications included in an invitation for bid to the 
private sector. USAID/W will select the winning bid considering price and other factors in informal 
consultation with the millers. 
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e) Using the call forward cables issued by USAID/Honduras, FFP will arrange for tcnders 
to be issued f3, the amounts of the commodities and the shipping services requested (quote
free-out unquote terms). Bids will be reviewed and awards made for commodity and freight 
procurement. FFP will advise USAID/Honduras, the GOH and the millers of the bid opening 
dates in USAID/Washington. 

f) USAID/W will make arrangements to ensure that the wheat is purchased, loaded and 
shipped. It will send the originals of all appropriate documents (bill of lading - original and 
three copies; commercial receipt - original and two copies; phytosanitary certificate; USDA 
grain inspection certificate); and aid communication specifying the FFE under free out 
shipping terms to the GOH. 

g) The GOH will use this information to ensure the timely delivery of the commodities,
the collection of funds from the millers and the depositing of these funds into a GOH owned 
separate account for this program in the Central Bank of Honduras (Separate Account No.
 
2500647). The GOH will inform USAID/Honduras in writing of the status of the account
 
identifying any delays in payment or other problems.
 

h) Upon arrival of the wheat at Puerto Cortes, the millers will clear the wheat through
 
customs and receive the commodity. The millers are responsible for paying all applicable
 
port charges, taxes, tariffs, and inland freight costs. Justifiable claims of commodity losses
 
incurred in transit will be credited to the millers' accounts.
 

i) USAID/Honduras will verify that the lempira equivalent of the U.S. dollar value of each 
fiscal year authorization in wheat and base shipping costs have passed to the GOH accounts. 

B. IMPLEMENTATION SCHEDULE 

The previous section explains the procedures for wheat imports. The achievement of policy
reform measures as articulated in section II.D.2 and in the policy matrix in Annex B are the 
key implementation actions. Once the negotiations with the GOH are completed each year,
each policy reform benchmark will either be completed prior to signature of the Program
Agreement or Amendment thereto or will have a date for its completion specified in the 
Agreement or Amendment. 

C. COST ESTIMATE AND FINANCIAL PLAN 

The U.S. Government contribution to this program will consist of donations of wheat in 
amounts equivalent in value to $10 million per year over the three year life of the program. 



38
 

V. MONITORING AND EVALUATION ARRANGEMENTS 

Different approaches will be used for monitoring and evaluating the Program's inputs, outputs, 
purposes, and goal (see the Logical Framework in Annex A). 

A. Users of the Information 

The primary users of the information will be USAID's Rural Development Office (RD) and 
its Human Resources Development Office (HRD). These are the Offices responsible for 
implementation of the program. They will make the information available to other Mission 
Offices that are involved in the monitoring and evaluation process, especially the Office of 
Development Programs (DP). In the policy area, RD and HRD will monitor and report on 
the progress the GOH is making in meeting the established policy benchmarks. 

B. Information Sources 

Most of the information for the program monitoring and evaluation (M&E) will be provided
by the Mission's PAIP/Ag project's technical assistance office (PRODEPAH). Additional 
major information sources will include other ongoing Mission projects (LUPE, Health Sector 
II) and periodic national surveys. 

C. Program Goal, Purpose and Outcome Questions, Indicators and Methodologies 

1) Program Goa : To improve the food security of the Honduran population including all its 
aspects of availability, access, and utilization. 

Goal-level question: To what extent has child malnutrition been decreased? 

Indicator: Percentage of childrcn aged 12 to 23 months that arc malnourished. 

Data Collection Methodology: Baseline data on the percentage of children malnourished is 
available from a 1991 nationwide Epidemiology and Family Health Survey (EFHS). To 
assess changes over time in this as well as other health and nutrition indicators, the EFHS 
will be repeated in 1995 and again four years later. 

2) Program Purposes: (a) To increase overall food availability in the country, directly 
through the provision of imported wheat and through environmentally sustainable increases in 
food production, and indirectly through increases in foreign exchange from greater 
agricultural exports; (b) To improve the access of the rural poor to food and better diets 
through increasing household agricultural production and small farm and 9ff-farm incomes; 
and (c) To contribute to improved food utilization through improvements in the coverage of 
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potable water and sanitation services, and through improved household health and dietary 
practices. 

Purpose-level questions: Has per capita calorie availability been maintained or increased? 
Has rural household food consumption increased? Has real agricultural GDP (total and per 
capita) increased? Have rural household incomes increased? Has there been a decrease in 
the percentage of rural households below the poverty line? Have USAID-supported water 
and sanitation systems contributed to a decline in diarrheal disease in rural areas? 

Indicators: Per capita calorie availability, rural household food consumption, real 
agricultural GDP (total and per capita), rural household incomes, percentage of rural 
households below the poverty line, percent of total outpatient visits in rural areas by children 
under five due to diarrhea, and percent of children with diarrhea treated with ORS. 

Data Collection Methodology: Basic information on purpose level impacts will come from 
a variety of sources. Information on changes in calorie availability will be obtained from the 
GOH and FAO. Estimates of the changes in real agricultural GDP will be obtained from the 
PAIP/Ag project. Most importantly, estimates on the changes in rural household food 
consumption, incomes and in the number of rural households living in poverty will also be 
available from PAIP/Ag, based on information from the GOH multi-purpose household 
survey that is collected each year (see below). Information on diarrheal disease will be 
provided by the Health Sector II Project and the GOH's Epidemiology and Family Health 
Survey (EFHS). 

As part of the monitoring and evaluation system established by the FY92-94 Title III 
program, local currency generations were used to finance the design and implementation of a 
major nationwide household survey. The Household Survey, which was first conducted in 
1993-94, collected information on household sources of income (including detailed 
information on land ownership and production activities for rural households), income level, 
expenditures, diets, health, nutrition and education. The field work has been completed and 
the results are now being analyzed. Preliminary 1993-94 data will be available this Fall. 

3) Program Outputs: (a) Reduced price distortions in the agricultural sector and 
improvements in incentives for agricultural production; (b) Increased investment in the 
agricultural sector; (c) Development of a land market; (d) Increased production of basic grains 
and in the area planted, and increased production and sale of nontraditional agricultural 
products produced by small farmers using sustainable methods; (e) Increased value and 
volume of traditional and nontraditional agricultural exports; () Increased coverage of 
potable water and sanitation systems in rural areas; and (g) reduced watershed degradation. 
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Output level questions: Have price distortions of key agricultural products decreased? Has 
investment in the agricultural sector in real terms increased? Have land sales and rentals 
increased? Has the area planted with basic grains and key nontraditional exports increased? 
Has the volume and value of traditional and non-traditional exports increased? Has the 
production and sale of non-traditional agricultural exports by small farmers increased? Has 
the coverage of rural water and sanitation systems increased? Has watershed degradation 
decreased? 

Indicators: Degree of price distortions affecting various key agricultural projects; real 
investment in the agricultural sector; number of land sales and rentals; area planted and 
production of basic grains and key nontraditional agricultural exports; number of households 
practicing environmentally sour.J agricultural practices; volume and value of traditional and 
nontraditional agricultural exports by year; number of rural residents with access to potable 
water and sanitation systems; and number of watersheds effectively protected/managed. 

The Mission will report on the progress that the GOH is making in meeting the policy reform 
benchmarks as well as progress toward the program goal -- improving the food security of 
the Honduran population -- each year as part of the Action Plan review, per the new 
Supplementary Title III Policy Guidance. The Mission will also arrange for an independent 
evaluation of the entire program during its third and final year. 

VI. FINANCIAL MANAGEMENT AND AUDITS 

The Program Agreement will require the Central Bank of Honduras (BCH) to continue to 
utilize the set of operational procedures governing the administration and use of local 
currency generations developed for the FY92-94 Title III Program. These procedures 
include, but are not limited to, accountability and monitoring responsibilities of USAID and 
the BCH over deposits into and disbursements from the newly established FY95-97 Program 
Separate Account established at the BCH, interest rates to be applied to funds on deposit, and 
overall financial reporting requirements. 

The management capabilities of the BCH have been evaluated by the Mission's Office of the 
Controller, Financial Analysis and Review Section (FARS). Based on the results of these 
reviews, the Mission has concluded that the BCH has the capability and sufficient span of 
control to continue to adequately manage the local currency generations under the proposed 
Title III Program. 

The Mission's Rural Development Office (RD) will continue to be responsible for the overall 
management and administration of Title III activities, assisted by the Office of the Controller's 
FARS personnel in the financial management of all local currency generations. The Office of 
Development Finance (DF) is responsible for overseeing the annual programming of local 
currency generations, and for general program support. 
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In accordance with the current audit provisions for PL 480 Title III programs, the Mission 
will ensure that annual audits are made of the Program. Under a recent agreement reached 
with the Regional Inspector General (RIG), the GOH's Office of the Controller General will 
perform the audits under the USAID/RIG Recipient Audit Program (RAP). The audits will 
verify that donated commodities and host country owned local currency proceeds have been 
properly accounted for and used in accordance with the Title III Program Agreement and 
Local Currency Operating Procedures. The Mission will set aside the equivalent in local 
currency of approximately $33,000 over the three year period from the Program generations 
to reimburse the direct audit costs to the GOH Office of the Controller General. These audits 
will be conducted under the direct supervision of the Mission FARS, following the guidance
agreed upon with the RIG. The Program Agreement will include the audit clause which 
complies with the revised standard audit provision for PL 480 Title III programs worldwide. 

In addition to the annual audits, the Mission FARS may conduct periodic financial reviews to 
ensure that local currency generations under the program are properly managed, controlled 
and reported upon. 



ANNEX A 

LOGICAL FRAMEWORK FOR THE HONDURAS 1995-97 TITLE III PROGRAM 

NARRATIVE 

SUMMARY 


PROGRAM GOAL 


To improve thefood security of 
the Honduras population, 
including all its aspects of 
availability, access and 
utilization. 

PROGRAM PURPOSE: 

1. To increase overall food 

availability in the country, 
directly through the provision of 

imported wheat and through
environmentally sustainable 
inreaes in food production and 
indirectly through increases in 
foreign exchange from greater 
agricultural exports. 

2. To improve the access of the 
rural poor to food and better 
diets through increasing 
household agricultural production 
and small farm and off-farm 
incomes, 

3. To contribute to improved 
food utilization through 
improvements in the coverage of 
potable water and sanitation 
services, and through improved 
household health and dietary 
practices. 

OBJECTIVELY VERIFIABLE 
13DICATORS 

Reduction in child malnutrition 
from 20.5 percent of children aged 
12 to 23 months malnourished 
(weight-for-age at level 2 or 
worse) in 1991 to 16.5 percent in 
1997. 

la. Per capita calorie availability 

remains at 2300 in 1995, 1996 and 
1997. 

lb. Rural household calories 
consumption increases by 10% in 
1997 with respect to 1993/94. 

2a. Annual growth in real 
agricultural GDP will be at least 4% 
during 1995-97. 

2b. Increase rural household real 
incomes by 10%, particularly of 
those in the lowest quintile by 1997. 

2c. The percentage of rural 
households below the poverty line 
decreases from 78% in 1993 to 65% 
in 1997. 

3a. Percent of total outpatient visits 
by children under 5 dur. to diarrhea 
declines from 13.5% (1994) to 
12.5% in 1997. 

3b. Percent of children under 5 with 
diarrhea in last three days treated 
with ORS increases from 37% 
(1994) to 40% in 1997. 

MEANS OF VERIFICATION 

Base-line data on child 
malnutrition is available from 
the 1991/92 survey; this survey 
will be repeated in 1995. at 
which time one will be able to 
assess changes using a 
comparable indicator. 

1.Food balance sheets from 

FAO and the PAIP Project. 

IL Household food 
consumption surveys, 

2a. Estimates of changes in real 
agricultural GDP from the 
PAIP Project. 

2b. Estimates of changes in 
rural household incomes are 
available from the PAIP 
Project, based on a GOH 
household survey that is 
conducted every year beginning 
in 1989. 

2c. Estimates of changes in the 
percentage of rural households 
living in poverty are available 
from the World Bank based on 
data from the GOHfs annual 

household survey. 

3a. MOH Annual Reports. 

3b. GOH EFHS. 

ASSUMPTIONS 

GOAL TO SUPERGOAL 

PURPOSE TO GOAL 

1. Poor households will spend a 

proportion of their increased 
incomes to improve family diets. 

2. Some of the increased food 
available will be fed to children. 

3. Poor households whose 
incomes have increased will also 

have access to improved primry
health care services, including 
nutritional information, as a 
result of other Mission and other 
donor funded programs. 

4. Poor mothers will take 
advantage of the increased 
availability of preventative care 
services and adhere to the 
recommendations. 

5.Other activities of the 
Mission, other donors and the 
GOH will complement and 
reinforce the activities supported 
under this program. 



NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE 
__________________INDICATORS 

PROGRAM OUTPUTS: 


POUCY REFORMS
 

1. Reduced price distortions in 	 1. Reduce the range of price 
the agricultural sector and distortions affecting key agricultural 
improvements in incentives for products; effective protection rates 
agricultural production. shall remain between .9-1.10 during 

1995-1997. 

2. Increased investment in the 2. Investment in the agricultural 
agricultural sector, sector in real terms should grow by 

10% per year during 1995-97. 

3. Development of a rural land 	 3. Number of land sales should 
market, 	 increase by 5% per year; land 

rentals should increase by 10% per 
year during 1995-97. 

4. Increased sustainable 	 4a. Area planted and production of 
production of basic grains in the basic grains and key non-traditional 
area planted and increased agricultural exports should increase 
production and sale of non- 5% per year during 1995-97. 
traditional agricultural products 

produced by small farmers. 


4b. Over 25,000 small farm 
households practicing 
environmentally sound agricultural 
practices. 30% increase in basic 
grain production between 1995 and 
1997. 

5. Increased value and volume of 5. Volume and value of traditional 
traditional and non-traditional and non-traditional agricultural 
agricultural exports. exports increase by at least 5% per 

year during 1995-97. 

6. Increased coverage of potable 6. Number of rural residents with 
water and sanitation systems in access to USAID-supported potable 
rural areas. water and sanitation systems 

increases to 600,000 by the end of 
1997. 

MEANS OF VERIFICATION 

1. Annual analysis of nominal 
and effective protection 
coefficients for key agricultural 
products by PAIP Project. 

2. Annual estimates of the 

value of investment in the 

agricultural sector from the 


Central Bank. 

3. Estimates can be developed 
by adding a module to the 
GOH multi-purpose household 
survey that is conducted every 
year. 

4a. Da on basic grains 
production from the annual 
basic grain survey; data on 
production on non-traditional 
agricultural exports from the 
Small Farmer Export 
Development Project, FPX and 
GOH sources. 

4b. Data from the LUPE project 
M&E system. 

5. Estimates of the annual 
volume and value of traditional 
and non-traditional agricultural 
exports from the PAIP Project. 

6. GOH Epidemiology and 
Family Health Survey. 

ASSUMPTIONS 

OUTPUTS TO PURPOSE 

1.CACM countries maintain free 
market policies. 

2. Farmers respond positively to 
improved incentives. 

3. Increased private sector role in 
marketing will lead to reduced 

. marketing margins and higher 

farm-gate prices. 

4. The lack of technology is not 
an immediate constraint to 
increased agricultural production. 



NARRATIVE 

SUMMARY 

7. The policy reforms are also 
outputs of the project, 
intermediate to those above. The 
specific benchmarks (outputs). 
and their indicators and means of 
verification, are laid out in detail 
in the policy reform matrix
 
(Annex B).
 

PROGRAM OUTPUTS: 
LOCAL CURRENCY USES 

Projects that receive local 

currency financing have their 

own set of purposes and outputs 

which are laid out in detail in 

their respective project 

documentation.
 

INPUTS: 

1. Wheat 

2. Lca currency expenditures 

3. Technical assistance 
(considerable non-Title III 
funded technical assistance will 
be used to suppo Title III 
policy reform and local currency 
funded activities) 

OBJECTIVELY VERIFIABLE 

INDICATORS 

7. See policy reform matrix. 

Each project also has its own set of 
indicators. Those relevant to the 
Title 1II program will be identified 
and reported on in a consolidated 
fashion. 

1. Approx. 160,000 MT 

2. Approx. L270,000,000 

3. N/A 

MEANS OF VERIFICATION 

7. See policy reform matrix. 

Information will be collected 
from individual project M&E 
systems and reported on in a 
consolidated format. 

1. Shipping records. 

2. Local currency record 

3. N/A 

ASSUMPIONS 

INPUTS TO OUTPUTS: 

Commodity levels and size of 

overall Title III program
sufficient to encourage GOH to 

adopt policy reforms. 

Local currencies generated by 
the sale of the commodities are 
programmed well and that the 
activities financed achieve their 
objectives. 
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POLICY REFORM MATRIX for the Proposed 1995-97 Honduras Title III Program October 17. 1994 

ACTIONS ADOPTED OBJECTIVES TO BE MET DURING:ISSUES OBJECTIVES PRIOR TO THIS
 
AGREEMENT 1ST YEAR (1995) 2ND YEAR (1996) 
 3RD YEAR (1997) 

Improvina Incentives for Agriculture: Removing Price Distortions Affecting Agriculture 
Poverty and food To contribute to The GOH has adopted a a. The GOH agrees to a. The GOH agrees to
Insecurity worsened Improved food a. The GOH agrees to
flexibly rmcnaged maintain all key policy maintain all policy reforms maintain all policy reformsduring the 1980s, security by eliminating exchange regime and Is reforms Implemented under Implemented under past implemented under pastespecially In the rural the remaining price maintaining a macro past Title iIIagreementsareas. 	 Title III agreements (See Title III agreements (SeeThis was a result distortions affecting economic frarnework prior to the signing of this FY95). 	 FY95).of an over valued the agricultural sector, consistent with and agreement, including:
exchange rate and a 
 This will increase the supportive of the Uberalized agriculturaltrade policy designed to Incentives to domestic development of the trade and pricing regimes,
favor the development of agricultural producers, agricultural sector. 
 The limitation of physicalImport substitution Including the GOH has also (1) reduced strategic reserve to beans,Industries both of which producers of basic tariff dispersion to a 5-20 measures which Increasediscriminated against the grains, and contribute percent range and (2) land tenure security andagricultural sector and to Increased eliminated quantitative access to land marketreduced incentives to agricultural import and export mechanisms, anddomestic agricultural production, restrictions on aNl Implementation of plan toproducers. productivity and rural agricultural products. decentralize and privatize


household incomes. Prices of all agricultural agricultural research and
These policies were products, with the extension services (DICTA).
changed as part of a Prevent backsliding. excnption of coffee and
reform process Initiated sugar, have been b.The GOH agrees to b.The GOH agrees to
by the previous b.The GOH agrees to
decontrolled and are now eliminate all Import and maintain a policy of free maintain a policy of freegovernment. The issue determined by market export controls on agricultural trade unimpided agricultural tradenow is to complete these forces, 	 agricultural trade (includingreforms and to prevent 	 by Import or export controls unimpided by Import ornon-tariff barriers);backsliding. The new 	 (including non-tariff export controls (IncludingImproper phyto-sanitary barriers; improper phyto-government has 	 non-tariff barriers;
control management will be sanitary controlcommitted itsef to 	 Improper phyto-santary
eliminated-permits will be management will bemaintaining these reforms 	 control management wiused exclusively for control eliminated-permits will be be eliminated-permits YANbut has a tendency to of imports and exports from used exclusively for control be used exclusively forreact to new problems by a sanitary perspective,falling back on the kinds 	 of Import and export from a control of Import and


sanitary perspective),
of government market 	 export from a sanitary
 
perspective).
Interventions that were
 

responsible for the lack of
 
agricultural sector growth
 
and rural poverty In the
 
first place.
 



POUCY REFORM MATRIX for the Proposed 1995-97 Honduras Title III Program October 17. 1994 

1.1 

ISSUES OBJECTIVES 

,, 

Improving Incentives for Ariculture: Removina 

ACTIONS ADOPTED 

PRIOR TO THIS 
AGREEMENT IST YEAR (1995) 

Price Distortons Affectina Agriculture (Contd.) 

OBJECTIVES TO BE MET DURING: 

2ND YEAR (1996) 3RD YEAR (1997) 

c. The GOH agrees it will 
not impose price controls 
on any agricultural or agro-
Industrial product, 

c. The GOH agrees to 
maintain a policy of free 
market pricing on all 
agricultural and agro-
industrial products. 

c. The GOH agrees to 
maintain a policy of free 
market pricing on all 
agricultural and agro­
industrial products. 



1.3 

ACTIONS ADOPTED OBJECTIVES TO BE MET DURIrG:ISSUES OBJECTIVES PRIOR TO THIS 

AGREEMENT 1ST YEAR (1995) 

Improving Incentives Affecting Apricufture: Developlng a Market Info. System 
Producert, wholesalers, 
and retailers have limited 
market Information to 
guide their resource 
allocation decisions. This 
leads to Inefficiencies and 
higher marketing costs. 

Make the price 
formation process 
transparenZ to 
producers.
wholesalors, and 
retailers in order to 
Increase market 
efficiency, promote 
competition among 
market participants 
and reduce the costs 

a. The GOH will present a 
plan for establishing a 
market information system. 
This plan will include 
Information on the 
coordinating Institution, 
target audience (users), the 
products to be covered, the 
type of information 
collected, frequency of 
collection, form of 

of the product to final 
consumers. 

presentation, institutions 
responsible for generating 
and publishing the data, 
and the amount and source 
of funds required. March 
1995 

b.The GOH will begin 
Implementation of the plan 
according to the agreed 
upon schedule. May 1995 

2ND YEAR (1996) 3RD YEAR (199 

a. The GOH continues a. The GOH continues 
Implementation of this plan implementation cf this plan
according to the agreed according to the agreed 
upon schedule. upon schedule. 



1.2 

ACTIONS ADOPTED
ISSUES OBJECTIVES PRIOR TO THIS 

AGREEMENT 

Improving Incentives for Agriculture: Privatizing Grain Storage Facilities 

Direct state Intervention 
in domestic agricultural 
production and markets 
has been costly and has 
discouraged private 
sector participation, 
Government intervention 
in the grain market, 
through IHMA (the grain 
marketing agency) has 

Transfer remaining 
state owned grain 
storage facilities to the 
private sector in order 
to improve market 
operations and reduce 
fiscal costs. 

The GOH has already 
sold many of the facilities 
identified in the p-.' ous 
agreement, including the 
Sula Dairy, the Ministry of 
Natural Resources Seed 
Facility, two sugar mills 
and 35 percent of the 
IHMA storage facilities. 

not contributed to 
improved food security, 
has not protected 
producer prices, and has 

been costly. 

OBJECTIVES TO BE MET Dt:.ING: 

1ST YEAR (1995) 2ND YEAR (1996) 3RD YEAR (1997) 

a. The GOH completes 
negotiations on the two 
facilities for which offers 
have been made 
(Comayagua and the 
Terminal Plant at San 
Pedro Sula). 

b. The GOH offers all 
remaining grain storage 
facilities except Tegucigalpa 
(i.e., Olanchito, El Porvenir, 
Santa Rita and Las Flores) 
to the private sector. 



ISSUES OBJECTIVES 
ACTIONS ADOPTED 

PRIOR TO THIS 
OBJECTIVES TO BE MET DURING: 

AGREEMENT 1ST YEAR (1995) 2ND YEAR (1996) 3RD YEAR (197) 

2. Encouraging of Increased investment in Land and Improved Land Use 
There are a number of 
land tenure problems In 
Honduras which have 
important implications for 
improved food security, 

These Include: 
1) The extensive and 
inefficient use of land; 
2) Insecure property 
rights and the 
disincentives to 
productive investment; 
3) A structure of land 
ownership which is highly 
concentrated which has 
created major problems 

a. Improve land use 
and encourage 
increased Investment 
in land by providing a 
more stable and 

secure legal base for 
land tenure. 

a. The Agricultural 
Modernization and 
Development Law 
(AMDL), whose passage 
In 1992 was one of the 

major outputs of the 
previous Title III 
Agreement, included a 
number of articles which 
successfully modified the 
old Agrarian Reform Law. 
Specifically it 
1) Guaranteed and 
secured full ownership 
rights over land; 
2) Legalized land rental 
arrangements, with the 

a. The GOH agrees to 
maintain provisions in the 
A' IDL (Agricultural 
Modernization and 
Development Law) which 

provide land tenure 
security, including: 
Simplified criteria for 
expropriation, legalization of 
land rental, and massive 
land titling program. 

a. The GOH agrees to 
maintain the essential 
provisions of the AMDL 
specified for the first year of 
this Title III agreement 

a. The GOH agrees to 
maintain the essential 
provisions of the AMDL 
specified for the first year 
of this Title III agreement 

of land access for the 
vast majorty of the rural 
population. 

exception of some types 
of share-cropping; 
3) Revised and simplified 

The 1992 Agricultural 
Modernization and 
Development Law went a 
long way In terms of 
establishing the legal 
basis for making 
improvements In these 
three areas. However, 
the fact that much of this 
Law remains to be 
Implemented coupled 

land adjudication and 
titling processes (e.g., 
reducing the minimum 
time for titling eligibility 
from 40 to 3 years of 
continuous operation and 
simplifying titling 
processes for farmers of 
less than 5 hectares); 
4) Eliminated the 
prohibition of titling land to 
holders of less than 5 

with the lack of 
development of 
supporting institutions 
have limited the amount 

hectares; 
5) Provided women with 
equal rights of access to 
land. 

of improvement achieved. 



ACTIONS ADOPTED OBJECTIVES TO BE MET DURING: 
ISSUES OBJECTIVES PRIOR TO THIS 

AGREEMENT 1ST YEAR (1995) 2ND YEAR (1996) 3RD YEAR (1997) 
b. Ensure freedom of 
association for land 
reform beneficiaries, 

b. The GOH initiates a 
public Information campaign 
to ensure that land owners 

b. INA completes cadastra 
work in Departments of 
Oilancho and Col6n. 

b. INA conducts cadastral 
work In all remaining 
agricultural valleys of the 

and agriculturalists are country (except La 
aware of their rights and 
responsibilities under the 

Mosquitia and the Islas de 
la Bahia). 

AMDL, including the legality 
of land rental. 

Few lenders wil provide 
long-term financing for 
land purchases by small 
farmers and the landless 
poor who cannot provide 

c. Reorient INA's 
program toward the 
more successful 
completion of its titling 
functions. 

c. INA develops and begins 
Implementation of a plan to 
accelerate its primary 
function of titling. This 
Includes actions to increase 

c. INA titles 20,000 
properties, 

c. INA titles 20,000 
properties. 

commercial loan 
guarantees, and the land 

the speed and efficiency 
with which titles are Issued. 

that is offered for sale is 
often invaded. d. Completing the d. INA Initiates cadastral 

Although INA hat been 
reorganized (one of the 
conditions under the 

development of 
municipal and 
departmental 
cadastral inventories, 

work and titling In the 
agriculturally significant 
Departments of Olancho 
and Col6n. 

previous agreement) too 
many staff are still 
assigned to paternalistic 
development programs 
and not enough attention 
Is paid to INA's principal 
functions, Including land 
titling. 



ISSUES OBJECTIVES 
ACTIONS ADOP'. -

PRIOR TO TI 
OBJECTIVES TO BE MET DURING: 

AGREEMENT 1ST YEAR (1995) 2ND YEAR (1996) 3RD YEAR (1997 
3. Strenothenlna the Rural Finance Systemn 
The GOH has relied on 
its National Agricultural 
Development Bank 
(BANADESA) and on 
rediscount lines through 
the Central Bank (BCH) 
to appease the pressure 
from farmer groups to 
provide subsidized credit 
to the agricultural sector, 
These mechanisms have 
not helped Increase 
production; little of the 
credit provided has 
reached small farmers;
and continual losses due 
to bad loans has createda drain on public funds. 
Other formal financial 
Institutions, such as 
commercial banks, offer 
limited services to 
agriculture. 

To strengthen the 
rural financial system, 
including by allowing 
greater participation of 
more efficient financial 
Intermediaries, 

To Improve access of 
small farmers to 
financial services. 

To Improve credit 
allocation by 
eliminating Interest 
rate subsidies and 
reducing fiscal drain. 

To understand more 
about the Informal 
credit system 
operating In rural 
areas. 

The GOH is restructuring 
BANADESA and has 
decided to divest it from 
the public sector, while 
developing alternative 
sources of rural financial 
Intermediation. 

Law 31-92 created the 
"Cajas Rurales" as private 
Institutions with resources 
from GOH trust funds 
administered by 
BANADESA. 


a. The GOH approves the 
regulations needed to begin 
operation of a private rural 
financial system (cajas 
rurales) which emphasizes 
rural savings mobilization 
and sound commercial, 
financial and regulatory 
practices (Preferential, 
subsidized lines of credit 
directed to specific 
agricultural activities such 
as basic grains production, 
will not be used). March 
1995
 

a. The Honduran Central 
Bank phases out al 
subsidized lines directed to 
the agricultural sector, 

Including any subsidized
 
credit programs In
 
BANADESA.
 

b.The GOH undertakes a 
study of the Informal creditsystem which determines 
Its role and adequacy In 
supplying financial services 
to poor rural families. 

a. The GOH agrees not to 
subsidize agricultural credit 
through lower than market 
Interest rates. 



ISSUES OBJECTIVES 
ACTIONS ADOPTED 

PRIOR TO THIS 
OBJECTIVES TO BE MET DURING: 

AGREEMENT 1ST YEAR (1995) 2ND YEAR (1996) 3RD YEAR (1997) 

4. Increasing Coveraoe of Potable Water and Sanitation 

SANAA operates as a 
water utility and as the 
rector of the W&S sector, 
Each function requires a 
distinct approach and 
work methodology. The 
desire to make the utility 
produce sJfficient income 
to support the entire 
operation weakens the 
ability to increase 
coverage and assure 
sustainability of smaller 
system. 

SANAAs Internal 
structure is fractured into 
several "implementation 
units" generally aligned 
with donors. (Example: 
There Is a SANAA-IDB, 
a SANAA-AID, etc.) At 
the same time. there Is 
very little decision making 
taking place In the 
regions. 

To create within 
SANAA two separate 
branches: 1) 
Operations, which will 
be responsible for the 
operation of urban 
water systems, and 2) 
Programs, which will 
be the rector of the 
W&S sector, 

To strengthen the role 
of SANAA regional 
offices, 

SANAA has already met 
with various international 
teams to discuss the 
creation of two distinct 
branches. There have 
been some Initial efforts to 
turn over some of the 
urban water systems to 
municipalities. Changes 
of personnel within 
SANAA have delayed 
process. 

SANAA management has 
been talking about the 
need to strengthen 
regional offices. Several 
schemes have been 
reviewed, but no decision 
has been made. 

a. SANAA completes a plan 
for separating Itself Into two 
branches covering 
operations and proarams 
functions. This plan will 
demonstrate how the 
revised organization will 
help expand the access of 
Honduras' rural poor to 
potable water and 
sanitation. 

b. SANAA regional offices 
are credited and fully 

staffed to allow the 
organization to carry out its 
mandate more effectively. 

a. SANAA completes 
Internal reorganization 
dividing the institution Into 
Operations and Program 
branches, 

b. Selected urban water 
systems are transferred to 

their respective
municipalities. 

a. SANMA completes 
transfer to local SANAA 
units of managerial 
responsibility for those 
urban water systems not 
transferred to selected 
municipalities. 



CONSTRAINTS ANALYSIS ANNEX C 

Enhanced food security in Honduras in constrained by a multitude of factors ranging from 
macro economic instability affecting food availability and access, to poor individual health 
and nutritional practices which undermine food utilization. The primary constraints are 
analyzed below within the USAID food security framework. 

At the national level, Honduras faces difficult economic prospects both in the short and 
medium-term which are constraints to food availability and access. In addition to the issues 
identified in the "Problems Addressed" section of the proposal, the country remains burdened 
by external debt of about 107 percent of its GDP and a debt service that amounts to about 40 
percent of export earnings. According to the World Bank, continued implementation of the 
government's stabilization and structural reform program will require large inflows of grants,
concessional assistance and debt relief between 1994 and 1996. The Bank also estimates that 
there will be annual financing gaps of between $85 and $145 million per year between 1994 
and 1996, some of which could be partly covered by debt relief. Over the medium-term, 
Honduras' credit worthiness will remain vulnerable to fluctuations in the prices of its 
agricultural exports, bananas and coffee in particular, until a more diversified export structure 
has been established. Both the budget deficit and the lack of foreign exchange are driving 
inflation sharply higher. The short-to-medium term economic situation is likely to result in 
fewer food imports and slower income growth. High inflation rates may well further reduce 
food access and consumption, especially on the part of poor households. 

Although the FY95-97 Title III Program can help somewhat in alleviating the balance of 
payments problem, and thereby contribute to improved food availability and overall economic 
growth, the main focus of the Program is on constraints to growth in the agricultural sector. 
Such growth would contribute to greater national and household food availability, as well as 
improved food access as rural income increases. Despite its potential, and the improvements
in the early 1990's, the agricultural sector has not played as important a role in helping the 
country achieve broad-based economic growth and greater food security as it should have. 
Agricultural sector performance during the 1980s was particularly poor. Real agricultural 
sector GDP grew at only 1.8 percent per year between 1980 and 1989, 5 percent below the 
rate of growth for the economy as a whole and more than a full percentage point below the 
population growth rate. The fundamental constraints to Honduran economic development 
have been a heritage of statist, paternalistic policies; inadequate infrastructure; distorted 
relative prices of goods and factors of production; a deteriorating natural resource base; and 
inadequate development of human capital, characterized by low literacy rates and poor levels 
of nutrition. The Mission's Agricultural Sector Strategy identified three major categories of 
constraints to agricultural growth: (1) the price structure facing the sector, (2) the resource 
base, and (3) access to technologies, finance and markets. Each constraint is discussed below, 
and is referenced to the policy reform measures and local currency supported activities 
described in Section B, "Program Description," of the proposal. 
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a) The Price Structure 

The macro economic, trade and regulatory policies followed by a succession of Honduran 
governments were among the major constraints to faster agricultural sector growth. They 
discriminated against the agricultural sector and stifled agricultural prices, productivity and 
production while preventing increases in real incomes for agricultural households, including 
producers of basic foods. Many of these policies have been chalged, beginning in 1990, and 
the reduction in price distortions has had a measurable, positive impact on production and 
rural household incomes, particularly of the poor. Previous Title I and III programs 
convinced the 1990-94 Callejas government that price controls, export and import quotas, 
bans and other restrictions, retail price controls, and controls on the exchange rate were 
having a negative impact on agricultural production and increasing rural poverty. The FY95­
97 prop-ram will hold the line on the price related policy reforms begun in 1990 and avoid 

See Policy Reform Measures, "Removing Price Distortions Affecting Agriculture." and 
"Privatizing Grain Storage Facilities". For local currency supported activities, seL. 
description of the Policy Analysis and Implementation Project. 

b)Land.Tenure
 

Once many of the price related reforms were in place the country and the Mission's attention 
turned to reforming policies affecting land tenure and land use. According to the Mission's 
analysis, a negative policy environment was contributing to the inefficient use of this 
important resource and, by increasing the risk, was limiting the amount people were willing to 
invest in the agricultural sector. The results were a deteriorating resource base which is 
jeopardizing the productivity of thousands of small farmers and causing a decline in 
agricultural exports. 

Reforms of the legal framework affecting land tenure and land use were a major focus of the 
1992-94 Title III program. Reshaping land tenure and land use policies, the Mission argued,
will spur increased agricultural investment, production and export growth. More than any 
other set of remaining policy changes, the Mission argued, the clarification of land ownership 
and rental rights holds the potential for: (1) dramatically increasing agricultural investment, 
and (2) shifting stagnant land use patterns towards higher value-added activities. The 1992 
AMDL corrected many of the problems created by the original Agrarian Reform Law, and did 
much to establish the legal basis for more secure property rights and encourage increased 
investment in, and better use of, the country's land resources. However, much of the land 
component of AMDL remains to be implemented, and the institutions needed to support its 
implementation need to be developed, are weak, and/or need to be reoriented. 
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See Policy Reforms on "Encouraging Increased Investment in Land and Improved
Land Use." For local currency supported activities, see descriptions of the following
GOHI/USAID projects: Policy Analysis and Implementation; Land Use and 
Productivity Enhancement; Honduran Environmental Protection Fund; and Forestry
Development. Also see description of local currency "General Sector Support" of INA 
Land Titling activities. 

c) Access to Technologies. Finance and Markets 

The access constraint includes, inter alia, the problems of: (1) costly access to domestic
 
markets because of inadequate transport and storage facilities and costly and ineffective
 
government services; (2) inadequate access to inputs because of inefficient credit, extension
 
and input delivery systems, and insufficient credit available to small farmers; and (3) lack of 
market information, particularly on the part of small farmers. 

The access constraint has been very much worsened by the unavailability of credit. The role
 
of BANADESA and the commercial banks in providing agricultural credit has been limited.
 
BANADESA, which has served primarily the agrarian reform sector, has sustained huge

losses. The commercial banks have offered only limited services to agriculture. Neither
 
source of credit has reached small private farmers. On the other hand, while little is known
 
about the informal system, its existence is obvious. Area planted has been increasing while
 
formal credit to the agricultural sector, in real terms, has been decreasing. While traditional
 
wisdom says that informal lenders are "bad", many studies indicate that not only do the
 
majority of farmers use the informal sector, they prefer it. For the GOH to improve 
access to 
credit, especially to small borrowers, it is essential to understand and facilitate the informal 
market. 

See Policy Reform Measures on "Developing a Market Information System and Other 
Actions to Make Markets Work Better," and "Strengthening the Rural Financial 
System and Improving the Access of Small Farmers to Financial Services." For local 
currency supported activities, see descriptions of the following GOH/USAID projects: 
Policy Analysis and Implementation, Small Farmer Export Development, LUPE and 
Small Farmer Agribusiness Development. Also see description of local currency
"General Sector Support" of rural finance activities. 

Other constraints exist with regards to proper food utili:'xdion: 

Chronic Diarrheal Disease 

Overcoming constraints which address food availability and access are necessary, but not 
sufficient, to ensure food security. Constraints to proper utilization of food must also be 
addressed. Proper food utilization results in nutritiona-l benefit; without it, food is wasted. 
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Appropriate food processing and storage, adequate knowledge of nutritional, child care and 
health practices, and potable water and sanitation all contribute to ensuring that the 
food eaten is utilized effectively. In Honduras, poor nutritional and sanitary practices and 
poor health are the primary constraints to food utilization. While chronic poor health of any
type can contribute to malnutrition, diarrheal diseases arc by far the largest prublem since 
much of the food which is eaten is lost before it can be utilized by the body. In Honduras, as 
elsewhere in the developing world, lack of potable water has been found to be a primary
 
cause of infant mortality, morbidity, and child malnutrition due to its link with diarrheal
 
diseases. Although the prevalence of diarrhea has declined sharply - almost 40 percent

between 1987 and 1991 - it is still a major factor contributing to poor health, especially
 
among children.
 

FrACT: A comparison of GOH Family Health Survey data from 1987 and 1991 indicates that
nationwide potable water coverage has remained static over the Period. In spite of new
populatiins being served for the first time, usually under the rural water and sanitation component of 
.the Mission's Health Sector I[.PNoject, other group, lost service due to water system deterioration. 
How to explain the 40 percent drop in diarrheal disease over:the same period? The approximately
75,000 rural residents who gained access to potable water under Health Sector II also benefitted from
training inimproved health and sanitary practices. Apparently, the larger proportion of 
households provided wiih both potable water and suchhealth training contributed to drmatic 
drop in: diarrhea.hhalhtanncotiuetodmtc 

The FY95-97 Program will directly address constraints to improved food utilization. Both in 
tern.s of policy reform measures and local currency support, the Program will improve health, 
particularly of children, through: (1) increased provision of potable water and sanitation 
services; (2) promotion of exclusiv breastfeeding, which is closely correlated to a lower
 
incidence of diarrheal disease; (3) expansion of growth monitoring and nutrition education;

and (4) promotion of proper case management of diarrheal disease and acute respiratory
 
infections. 

See Policy Reforms on "Increasing the Coverage of Potable Water and Sanitation 
Systems," For local currency supported activities, see descriptions of the following
GOHIUSAID activities: Health Sector II and PL 480 Title II. Also see description of 
the local currency-supported GOH "PRAF" program, and "General Sector Support" of 
water and sanitation activities. 

Finally, there is a cross-cutting national level constraint to both increased food availability 
and improved food utilization. 

Watershed Degradation 

The widespread degradation of watersheds in Honduras imposes medium-term constraints to
the availability of potable water for household use, and water for agricultural uses. There is a 
critical linkage between the removal of forest and other vegetative cover from upper 
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watersheds and the consequent damage downstream due to flooding, siltation and reduced 
water storage capacity. The results of watershed degradation include substantial destruction 
due to flooding of both dryland and irrigated food and export crops, adversely affecting both 

availability of domestic food supplies and the income of marginal and moderate scale food 
producers. In addition, downstream effects of deforestation and related unsustainable hillside 
agricultural practices reduce the short-term capacity and threatening the long-term viability
of water storage reservoirs. Less, and often lower quality, water is available for irrigation,
which reduces food crop yields and production - and therefore food supplies. This implies 
higher costs and reduced access to basic food requirements by the poor. Less water is 
available for domestic and industrial (including power generation) use, which affects the 
processing, marketing, quality, preparation and consumption of food. Clearly, for the short­
to medium-term, agricultural productivity and food security is jeopardized by mismanagement
of natural resources and degradation of watersheds both on a localized scale and in entire 
river basins. 

EAJ An estimated 50-100 lories/hectare of topsoil from traditional hillside farms is eroded and 
lost each year in Honduras. In a TROPSOIL CRSP test ploteniploying sustainable hillsideagricultural practices supported by the LUPE project, the rate of erosion is 1I 1/2-2 tonnes/hectare per 
year. 

Improper stewardship of water resources also affects human health. Indeed, some of the rural 
water systems constructed during the past three years under the Health Sector II project are 
already being adversely affected by localized deforestation. As a result, natural water sources 
are drying up and village potable water supplies are being rationed. In the longer-term,
these same threats will get worse if not treated effectively, and may be joined by others, such 
as increasing pollution of water supplies for agriculture and aquaculture (including
mariculture), decreasing water quality for domestic uses, and increasing frequency of water 
shortages. 

.FC: The area deforested inHonduras between 1960 and 1986 was equal to the size of Costa.. Rica, The area projected to be deforested between 1986 and the year 2000 is equal to the size of F-i 

Salvador. 

The FY95-97 Title III program will address these constraints, along with DA-funded 
activities, through local currency support of activities which will improve watershed 
management and protection. 
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COMMODITY ANALYSES ANNEX D 

a. Commodity Needs Analysis 

Because of climatic and topographic constraints, Honduras does not produce wheat. It 
therefore has to depend on imports to meet its wheat demand, which averaged around 120,000
metric tons over the period 1980-1993. For 1994, demand is estimated at approximately 
140,000 metric tons, and at 145,000 to 150,000 metric tons by 1997. 

Honduras has depended on concessional imports to supply a major portion of its wheat for a 
number of years (see Table 1). In 1989, the over 118,000 metric tons, or 66 percent of 
Honduras' wheat, were imported under a Title I program. In 1991, under the first Title III 

TABLE 1: ESTIMATED SOURCES OF WHEAT SUPPLY, 1989 TO 1993, IN METRIC 
TONS 

YEAR TIThE III OTHER COMMERCIAL TOTAL WHEAT ITLE il WHEAT 
DONATIONS IMPORTS IMPORTS FOR IMPORTS IMPORTS 

HUMAN AS A FOR ANIMAL 
CONSUMPTION PERCENT FEED 

OF TOTAL 
___IMPORTS 

1989 118,830 2230 2525 123,585 96 

1990 79,705 - 11.591 91,296 87 

1991 87,949 48,000 22,143 158,092 56 24,000* 

1992 76,769 10,000 18,158- 104,927 73 ­

1993 75,859 29,230 68,781 173,870 44 66,000** 1,156 metric tons of E L ogm; og;origin " 

program, this percentage dropped to 56 percent due to an increase in the size of other wheat 
donations. In 1993, Title III only supplied 44 percent of the country's wheat, with another 40 
percent coming from commercial imports including those supplied under the U.S. Export 
Enhancement Program (EEP).' 
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1 The EEP exists although there is no apparent threat to U.S. market share, as there is little, if any, foreign 
import of wheat into Honduras for human consumption. EEP wheat is not targeted to, nor does it effectively
complete with, wheat imports for animal feed. 



EAJ: 'The requested food aid cc iodit - wheat -Is needed as foocL There is a-basic 
grains gap (requirement gap) for every basic grain consumed by humans in Honduras.Th 
Most recent three y'ear-average annual gaps. ragdrm 17,OOOMf for white corn to .58,OOOMT of. 
rico Tx annual demand gap for wheat. for human conumption has grown to approximately.
140,00OMT. Annual consumptio ofw&tbsgonfo 66 to 21.2 IK/person betwen 1970 
and 1989 (the last year figures were aalable), andhouseholdgnsptin tose froi 36 perct of 
w a households in 1979 to 52 percent in 1987. recent stsudy byPAHildO concluded that the 

xignificant increase inWheat conption was a result of both Insufficient domestic production of 
t 

heM94 percent over the past 15 yer te. functions - g relative prices, increased 
incomes, differential tariff structurs, and changing dietary patterns: - s play a role.In limes of
bpitgrain scarcity there amo n a as 

Whis orn - the country's main grain staplei d tboaj amounts of wheat bern imported ahc 

few alternativesto imred whet. g dought uc 
tb in nor isregion are now experencing, wbite cha isofenrot available fromneighboring countries,
de.TIle,particular typ -fredbeari preferred by Hondurans sgonnfw. ..in19,6,3 mti os uinIhlis ou oso aena year 194impotedhich
world. Soybeans are ntoisued in Honduras. 

The Honduras wheat market has become more complex, beginning with the importation of 
wheat for feed use in 1991. Prior to that, all wheat imports were milled into flour for human 
consumption. In 1991, however, 24,000 metric tons of feed grade wheat were imported andnhace and omk rowentin 
in 1993, 66,634 metric tons. During the first four months of calendar year 1994, another 
50,298 metric tons of feed grade wheat were imported. The high price of corn, a 
differentiated tariff rate in favor of wheat, and the growing demand for feed on the part of the 
poultry and shrimp industry are among the reasons why demand for feed quality wheat has 
been increasing. The confusion between wheat imported for human and animal use led to the 
first Export Enhancement Program and continues to make the projection of wheat import 
needs more complicated.I 

firt xpot ePofra h gotne f othepaceimpor 

For 1994, total import needs for both feed and wheat flour quality wheat are estimated at 
200,000 metric tons, of which 135,000 metric tons is for wheat flour and 65,000 metric tons 
is for feed quality wheat. FY95-97 Title Ill sales will cover about 50,000-55,000 metric 
tons; leaving 80,000-85,000 metric tons for wheat flour that can be met through the Export 
Enhancement Program,' other donors, and/or other commercial purchases. 

The estimated volumes and time of departures from U.S. ports for each year of the program 
are provided in Table 2. 
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TABLE 2: TENTATIVE SCHEDULE FOR WHEAT SHIPMENTS BY MONTH OF 
DEPARTURE FROM U.S., PORTS FOR EACH YEAR OF THE PROGRAM 

VOLUME IN METRIC TONS VALUE PER YEAR INYEAR I MONTH 1 ___________1US$ 

Y M PER MONTH TOTAL FOR YEAR 

1995 September 25,000 25.000 S10 m 

November 25,000 50,000 

1996 September 25,000 25,000 S10 m 

November 25,000 50,000 

1997 September 25,000 25,000 SO m 

November 25,000 50,000 

b. Usual Marketing Requirements 

The Mission recommends that the Usual Marketing Requirement be set at 19,389MT for 
wheat/wheat flour, the same level as 1994. 

c. Storage Information and Disincentive Analysis 

PL 480 wheat imports are imported into Honduras at the northern coastal port of Puerto 
Cortrs. This port has the capacity to accommodate vessels which draw up to 32 feet and 
normally carry a load of 40,000 metric tons of wheat. One company, Terminales de Cort6s,

has facilities for discharging grain at Puerto Cortes. The maximum discharge capacity

depends on the type of vessel carrying the grain and whether the grain is discharged to 
railroad cars or trucks. In general, 1,000 metric tons per day can be discharged, but when the 
carrying vessel can handle grab-discharge and has appropriate cargo gear, the discharge rate 
could be increased to some 1,500 metric tonnes per day. 

Equipment available for the discharge of grains consists of five suction pumps (one D.K. 
Vacuvator and four Neuro) and associated tubing and equipment. Terminales de Cortes also 
has two large and four small clam shells which can be utilized on ships that are suitable for 
grab discharge and have appropriate cargo gear. Storage at Puerto Cortes consists of a 5,000 
metric ton warehouse owned by a private milling company. 

Adequate truck services are available and are normally used for transporting the wheat from 
the port to storage and processing facilities in San Pedro Sula and Tegucigalpa. The private
millers have a combined storage capacity of over 70,OOOMTs. The millers process, then sell 
and distribute the wheat flour to wholesalers and retail bakers. 

D-3 



With respect to possible disincentives, no wheat is produced in Honduras. All consumption 
must be imported. Imports at the level proposed by the Mission in the Title III program,
those of Title II and other donors, plus estimated levels from commercial purchases including
the EEP program will not exceed normal import levels. 

All PL-480 Title III commodities will be sold at market prices. Vigilance will be maintained 
against the introduction of any implicit or explicit subsidies in the local purchase prices so as 
to not depress prices of locally produced substitutes. The policy reforms the GOH undertook 
in 1990, which liberalized markets, mean that commodities like wheat are now imported at 
world market prices with the addition of the same tariffs and taxes that are applied to 
commercial imports. Title III wheat imports thus have the same impact on Honduran 
producers of substitute grains as would any commercial import. 
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EVALUATION OF THE FY92-94 TITLE III PROGRAM IN HONDURAS 

EXECUTIVE SUMMARY 

A. Introduction 

During presentation of its 1994 Action Plan, USAID/Honduras was asked to complete its planned
evaluation of the 1992-94 PL-480 Title III program prior to submitting a proposal for a follow­
on program. USAID undertook this evaluation during the Summer of 1994. The evaluation and 
its findings are presented in the following chapters. 

Honduras, with per capita GDP of $634, is the third poorest country in the Western Hemisphere. 
Although policy makers often lump Honduras with its wealthier Central American neighbors -
Costa Rica, Guatemala and El Salvador - it is more accurately compared with its economic 
peers, Haiti and Nicaragua. The idyllic Honduran countryside masks crushing poverty which is 
chronic and widespread, particularly in the rural hinterland. 

Honduran population and poverty is concentrated in rural areas. Of the 5.3 million total 
population of Honduras, 3.2 million (57 percent) live in the rural areas. According to the World 
Bank, the chances of being p r in Honduras - unable to buy a basic basket of foljd and other 
necessities - are three time greater for rural than for urban residents. While seven percent of the 
very poQo - unable to buy even a basic food basket - live in the capital areas and 15 percent live 
in other urban areas, 78 percent of the very poor live in rural areas. 

Rural poverty quickly translates into inadequate caloric intake and malnutrition. When the 1992­
94 Title III program was designed, USAID estimated that 87 percent of the rural population (2.8 
million persons) received less than 1700 calories per day. A 1991 USAID study found 47.2 
percent of rural children were chronically malnourished (stunted) versus 23.1 percent in urban 
areas. Moreover, negative impacts of malnutrition in the rural poor are exacerbated by a chronic 
lack of public services such as health facilities, potable water, electricity, and sanitation in rural 
areas. 

Solutions to rural poverty and improved food security are inextricably linked to raising farm 
incomes and developing rural, non-farm job opportunities. Seventy-six percent of rural poor 
families subsist through agriculture. The heads of these households are self-employed farmers 
or landless agricultural workers. Nine percent of these families are headed by women. Most 
small farm families, whether they rent or own their land, farm properties characterized by poor 
soil quality, moderate-to-steep slopes, and high soil losses. In spite of the poverty in which 
these farm families live, they supply the nation with almost 70 percent of the corn and 80 percent 
of the beans - staples of the popular diet - consumed in Honduras. It is ironic that national food 
security rests on those households which least enjoy it. 
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For almost a decade, agricultural growth lagged national economic growth by 5 percent and could 
not maintain pace with population increases. Real prices received and per capita volumes
produced by farmers, especially small grain farmers, steadily eroded. As prices and production
fell, food security dwindled. Throughout most of the 1980's, every measure taken indicated that
food security in Honduras was declining. Poverty - both rural and urban, agricultural and non­
agricultural - increased. 

A 1988 USAID study identified agricultural pricing policies as the major cause of the declining
food availability in Honduras. Economic opportunities declined in rural areas due to 
macroeconomic policies which favored industry and urban laborers. Poor policies yielded poor
performance and profitability fell. Investment and employment in agriculture declined as a result.
Government intervention in commodity, credit and land markets further distorted prices of
agricultural inputs and outputs. Agricultural research and extension efforts were ineffective. 

In 1990 USAID developed an Agricultural Sector Strategy Paper which emphasizes improving
food security through reform of the misguided policy environment constraining agricultural
growth. Public and private sector interests were enlisted to modernize the agricultural sector 
through policy reform and institutional strengthening. By 1992, USAID's agricultural sector 
strategy became the sector's reality when the Government of Honduras (GOH) passed the 
Agricultural Modernization and Development Law (AMDL). Since its passage, consolidation and
initial implementation of AMDL reforms have been financed largely through the FY92-94 Title
III program, and local currency financed activities have indirectly supported the reforms, as well 
as obviated negative impacts of the structural reform program on the poor. 

The FY92-94 Title III program in Honduras combines policy reform with local currency funded
activities to achieve its goal of improved food security for the Honduran population. The
findings of this evaluation support the program's design. The program cannot be evaluated in
isolation. It successfully builds upon a base of macroeconomic reforms supported by prior ESF,
Development Assistance and PL-480 programs. It is an essential extension of these development
 
investments.
 

B. Summary Findings 

The evaluation finds that the FY92-94 Title III programhas been successful in improvingfood 
security for the most vulnerablepopulation in Honduras. Despite an overall increase in poverty
during the program period, standards of living among the target population - poor rural families 
- increased due to policy reforms and specific local currency funded activities. 

The evaluation finds that as a result of Title III program policy reforms: 

o In the first year of economic reforms, the real producer price index (prices paid 
to farmers adjusted for inflation) rose 38 percent after a decade long decline. 
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o By 1993, agricultural producer prices as a whole, as well as for basic grains and 
traditional exports, were substantially higher than those received by producers 
during the 1980s. 

o The area planted in basic grains increased 13 percent and the area planted in the 
leading non-traditional crop, melons, increased 200 percent in the first year of the 
reforms. 

o Agricultural production (measured by 25 crop and livestock products) increased 
6.9 percent in the first year of reform and has increased by an annual average of 3.7 
percent during the program period. 

> The quantity of basic grains, produced largely by poor rural families on parcels
of less than five hectares, increased 10 percent during the first two years of the 
reforms. 

o Rural households in the bottom 20 percent of income distribution declined by 12.8 
percent from 1989 to 1993, faster than any other segment of the population. 

o The proportion of poor in rural areas was 23 percent lower in 1993 than in 1991,
while urban poverty increased 18 percent over the same period. 

As a result of Title III local currerncy funded activitics which improve houschold access to food. 
the evaluation finds that: 

o One project assisted the creation of 42,000 jobs, 70 percent of which went to 
women, and over $500 million in foreign exchange was earned. 

0 In 1993 alone, locally owned credit unions assisted by the Small Farmer 
Organization Strengthening Project (SFOS) made over $28 million available to small 
farmers in 45,600 production loans. 

0 Approximately 1,200 households now produce 150,000 metric tons of food 
annually on 160 small irrigation systems covering 5,258 hectares. 

o Over 6,000 small farm families have improved management practices on 10,000 
hectares of marginal hillside land, increasing production by 50 percent and incomes 
even more. 

- A targeted food coupon program has benefited over 600,000 poor children and 
almost 70,000 poor, pregnant or lactating mothers through 1993. 

>>Benefits of a Title III financed agricultural research program produced over $8.3 
million in foreign exchange and created 6,375 jobs in 1993 alone. 
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)* 10,000 farm families using improved production technology have increased 
incomes by more than 25 percent. 

The evaluation found there were other benefits of the program as well. The Title III program
leveraged a $110 million agricultural sector adjustment credit from the World Bank and
InterAmerican Development Bank (IDB). Most directly, it has provided over 200,000 metric tons 
of wheat to an increasingly food deficit population. 

These are only some of the impacts of the Title III policy reforms and local currency financedactivities. The expected and actual impacts are explained in more detail in Sections V, Impact
of the Policy Reform Component of the FY92-94 Title III Program, and Section VI, Impact of
the Local Currency Funded Activities Component of the FY92-94 Title III Program. 

The evaluation also demonstrates that, to a great extent, the primary benefits derived from theinitial reforms and activities financed under the FY92-94 program have run their course. Whilethese reforms must be kept in place, additional ones are needed to ensure that the growth path
is maintained and benefits are distributed to the poorest of the poor. 

C. Conclusions 

The evaluation concludes that Title III supported policy reforms and local currency fundedactivities made agnifl= and mu I& impacts on availability and access to food within 
Honduras, especially among the rural poor. 

It also concludes that continued reform is necessary, as is effective implementation of the
reforms. In some cases, reforms have been only partially implemented, reducing their impacts
or preventing them from reaching all intended beneficiaries. Institutions in the midst of reformwill need continued local currency support to maintain their momentum of change. In a few 
cases, the evaluation documented backsliding on reforms by the GOH which, unless checked,
threatens the increased food security and household incomes achieved so far under tle program. 

The evaluation notes that Honduras is at a watershed in the process of institutionalizing economic
and social change. The GOH faces an unprecedented foreign exchange crisis, a drought that
threatens agricultural growth and food supplies, and a chronic energy shortage that eliminates
off-farm job opportunities daily. Difficult policy measures must be taken in order to restore the 
conditions for economic growth. 

D. Recommendations 

The evaluation recommends that a subsequent Title HI program be developed to cont-.iuethe progress made under the FY92-94 program. Like the subject program, it should
continue efforts to increase food availability and improve food accs by the poor, as well 
as contribute to effective food uilization. 
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The evaluation recommends sustained support for policy reforms that Improve food security
for the rural poor through increased production and incomes; and it recommends funding 
local currency activities which are consistent with policy reforms and obviate negative 
impacts of reform on the poor. 

In the face of a critical economic and social situation within Honduras, the GOH is under 
pressure to revert to the statist "solutions" of the past. The reforms and local currency activities 
attainable through a subsequent Title III program will ensure that prior reforms are maintained 
and that additional reforms broaden benefits. The policy dialogue made possible by a subsequent
Title HI program will ensure that measures taken by the GOH to confront the current crisis are 
supportive of a sustainable growth model. The program will continue to leverage other donor 
assistance. A FY95-97 Title HI program is both necessary and desirable. 

E. 	 Lessons Learned 

The principal lessons learned and highlighted by the evaluation of the FY92-94 Title III program 
are: 

* 	 The balance of payment component of the Title I program is an effective means 
of securing significant policy changes which enhance food security, particularly when 
local currency generated from sale of commodities is programmed to activities which 
support implementation of the reforms. 

* 	 Program success was enhanced by integration with several of the Mission's DA­
funded activities and close coordination with programs of other major donors in the 
agricultural sector, particularly the World Bank and InterAmerican Development 
Bank. 

The impact on improved food security is enhanced when the policy reform agenda 
is comprehensive. In the case of the FY92-94 program, the primary emphasis was 
on price incentives and trade liberalization which had demonstrable effects on 
agricultural production and rural incomes. However, without concurrent 
improvement in access to agricultural inputs such as credit, market information, and 
land, small farmers would not have been able to respond as fully to market 
incentives. 

# 	 Policy reforms have limited effectiveness if not maintained and fully implemented, 
and in many cases, deepened. While the FY92-94 program benefitted from policy 
groundwork laid in preceding programs, to achieve sustainable food security, 
additional Title I support will be needed. 
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THE USAID/HONDURAS FY92-94 TITLE HI PROGRAM EVALUATION 

I. Organization of the Evaluation 

The following sections present the evaluation of the FY92-94 PL-480 Title III program for
 
Honduras. They are organized as follows:
 

Section II presents the Mehodlgy followed to organize, undertake, and conduct the evaluation.
 

Section III is a Description of the FY92-94 Title III program itself.
 

Section [V describes the program's Implementation, showing how execution of the program itself
 
is consistent with the policies it is reforming, as well as how the program has adjusted to the
 
changing wheat market in Honduras.
 

Section V discusses the Impact of the Policy Reform Component of the program.
 

Section VI discusses the Impact of the Local Currency Funded Activities Component undertaken
 
with support of the program.
 

Section VII discusses the Conclusions.
 

Section VIII discusses the Recommendations.
 

Section IX discusses the Lessons Learne.
 

Appendices follow the above sections.
 

II. Evaluation Methodology 

In response to USAID Title III Guidance for periodic reporting on progress toward achieving
food security, the Mission contracted for a one year household survey of almost 3,000 rural and 
urban households. The purpose of the survey is: (A) to evaluate the impacts of social 
compensation programs financed by PL-480; (B) to obtain indicators that will evaluate the 
socio-economic condition of the Honduran population, especially health and nutrition indicators; 
and (C) to establish a data bank of evaluation information. Results froni the study will be 
available for analysis in November, and a clearer picture of the impact of the PL-480 program
will become available then. In the meantime, the Mission has combined and reported data from 
a variety of sources to compile this evaluation of its Title III program's impact. 

An evaluation team, chaired by the Deputy Mission Director, was formed with representation 
from the appropriate offices and organizations. USAID officers, contractors, host government 
officials and employees of NGO's were involved and included. A guide was developed to insure 
that all aspects, levels and timefraynes of food security could be consistently investigated (Annex 
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A). A basic framework for food security analysis was written and distributed to each team 
member (Annex B). The evaluation team developed a logframc for the program which guided 
the research and writing (Annex C). 

For two months, outlines of the evaluation were developed and discussed. Data were compiled
and compared. Preliminary analytical and writing responsibilities were assigned. Once the basic 
analytical pieces of the evaluation were assembled and rough drafts of the various sections were 
written, technical assistance was obtained from the LAC/RSD LACTECH project. Using this 
assistance, all preliminary analyses were reviewed and final analyses were completed. The parts
of the evaluation were assembled into a draft which underwent several reviews and modifications. 
In September 1994, the final draft was accepted by the Mission and sent to Washington. 

II. FY92-94 PL-480 Title III Program Description 

The FY92-94 Title III agreement covers three years and totaled $38 million. Under the program,
205,000 metric tons of wheat have been imported into Honduras. The program was designed to 
increase food security of the Honduran population by removing constraints to domestic food 
production and increasing foreign exchange to make possible adequate food imports. It proposed 
to maintain production increases by preserving the natural resource base upon which production
depends. It was to accomplish these tasks through policy reforms and support to specific sector 
activities with direct links to improved food security. 

The FY92-94 program was not implemented in isolation, rather it built on the success of 
previous PL-480 programs, economic reforms gained under ESF programs, and DA-funded 
project activities. An essential prerequisite to success of the Title III program was an improved
macroeconomic franicwork achieved during 1990 and 1991. The current Title III pi.gram was 
designed to support extension of these reforms into the agricultural and natural resource sectors. 
It assisted passage of Agricultural Modernization and Development Law (AMDL), the most 
comprehensive legislative reform of agriculture in Central America; and it continues to help 
implement many of the AMDL's initial reforms and institutional changes. 

The policy reforms associated with the FY92-94 Title III program resulted in higher real prices
paid to farmers; increased the per capit* production, value, and value added of agricultural 
output; raised household incomes among .he poorest of the poor; reduced poverty levels, and 
increased per capita caloric availability (Annex D - Policy Reform Matrix). Data are not 
currently available to demonstrate that it has stabilized consumer prices for basic grains, but this 
likely outcome has been demonstrated in neighboring Central American countries implementing 
policies similar to the Honduran reforms. 

Through sector specific interventions, the program has improved availability of food at the 
national level by increasing production and foreign exchange earnings. A matrix to describe the 
relationship of local currency supported activities to program purposes developed (Annexwas 
E). A second matrix demonstrates how local currency activities relate to the three key aspects
of food security - availability, access and utilization (Annex F). At the household level, 
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activities funded with local currency have increased the access of family members to improved
quantities and qualities of food. Program support to the natural resources sector has increased 
production, improved sustainability, and made food utilization more efficient through protection 
of land, forest, and water resources. 

IV. Implementation of the 1992-94 Title III Program 

Implementation of the FY92-94 Title III program serves as an example of how to manage a 
commodity import program in the least distortionary manner possible. Program implementation
has been consistent with the policy reforms it engendered, and it has adapted to changing U.S. 
policies and commodity mixes over time. 

The intent of the current Title III Agreement is that the cost of acquiring the wheat will not be 
subsidized in any manner. This principle eliminated a series of subsidies and marketing practices
for PL-480 commodities that existed prior to the 1991 Title III program, such as: six month 
credit with subsidized interest, no collateral requirements, payments to the GOH based on an 
overvalued exchange rate, and rental of GOH storage facilities to buyers at below market rates. 

The nature of the Honduran market for wheat has changed over the course of program
implementation. For a decade prior to this program, Honduras depended on wheat exclusively
for flour, and the flour market depended almost entirely on PL-480 shipments. Historical 
demand for wheat in Honduras has averaged about 120,000 metric tons per year, but during the 
course of this program, it increased to about 200,000 metric tons, largely because of increased 
imports of feed grade wheat (not financed by PL-480). Feed grade wheat sales increased as a 
result of the high world price of corn and a low Honduran tariff on wheat. The USDA's Export
Enhancement Program (EEP) was begun in Honduras during the course of the 1992-94 program.
The Title III program was adjusted to include this source of subsidized wheat. 

During the course of the program about 205,000 metric tons of wheat will have been imported
under Title III auspices. In both FY92 and FY93, approximately 75,000 metric tons were 
imported. Total estimated wheat demand for FY94, the last year of the program, is 135,000 
metric tons for flour and 65,000 metric tons of feed grade wheat for growing poultry, livestock 
and shrimp industries. USAID Title III sales will provide approximately 55,000 metric tons of 
the flour wheat requirement. Another 60,000 metric tons will be supplied by the USDA's EEP, 
and the remainder will be supplied by commercial imports, other food donors, and the USAID 
Title II program. 
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V. Impact of the Policy Reform Component of the FY92-94 Title III Program in 

Honduras 

A. 	 Introduction 

1. 	 The Title III Program as an Integral Part of the Mission's Overall 
Program 

The impact of the policy reform component of the FY92-94 PL-480 Title III program cannot 
be assessed in isolation from the rest of the Mission's activities. The Title III program is only 
one of 	the mechanisms, albeit a very important one, that the Mission has used to implement its 
Agricultural Sector Strategy. The 1989 and 1990 Title I programs, the 1991 Title III program, 
a series of ESF programs during these same years, and DA funded technical assistance projects ­
the Policy Analysis and Implementation Project (PAIP), in particular - all contributed to the 

successful implementation of the first stage of this Strategy. 

2. 	 Tlhe Importance of the Mission's Agricultural Sector Strategy 

The Agricultural Sector Strategy is important because a concern with improving food security 
is at its core. The overall objective of the Strategy, to reduce the amount of malnutrition in the 
country, is consistent with improved food security. In fact, reducing the number of malnourished 
children in the country may well be the ultimate measure of improved food security. The 
Strategy is also important because it lays out a series of actions which need to be taken over the 
medium to longer-term to achieve this objective. By integrating these actions through successive 
Title III programs and other Mission activities, food security will be improved. 

3. 	 The Role of the Agricultural Sector in Improving Food Security 

The Mission in Honduras has put a major emphasis on the agricultural sector because of the 
important role that it must play in the country's development. It is the major source of economic 
growth that is broad-based, poverty alleviating, and that improves food security. The reasons 
for agriculture's importance in Honduras are numerous. At the time the Title III program was 
designed, for example, the agricultural sector in Honduras accounted for 25 percent of the 
country's GDP, earned over 80 percent of the country's foreign exchange, and provided 
employment for almost 55 percent of the country's work force. 

Since most of the country's poor and malnourished also live in rural areas, removing the 
constraints to agricultural sector growth is the quickest and most direct way to reduce poverty 
and food insecurity. Information available at the time the program was designed indicated that 
some 87 percent of rural dwellers fell into the income strata where nutrient availabilities were 
less than 1,700 calories per person per day, whereas only 4 percent of the urban population fell 
into this strata. Whereas in 1987, 46.5 percent of children living in rural areas were chronically 
malnourished (stunted), 23.1 percent of the children in urban areas suffered similarly. 
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4. The Constraints to Increased Agricultural Sector Growth 

Despite its potential, the agricultural sector in Honduras has not been able to play as important 
a role in helping the country achieve broad-,based economic growth as it should have. 
Agricultural sector performance during the 1980s was particularly poor. Real agricultural sector 
GDP grew at only 1.8 percent per year between 1980 and 1989, 5 percent below the rate of 
growth for the economy as a whole and more than a full percentage point below the population 
growth rate. 

Like elsewhere in the LAC region, the macroeconomic, trade and regulatory policies followed 
by a succession of Honduran governments were among the major constraints to faster agricultural 
sector growth. They discriminated against the agricultural sector, and in doing so, stifled 
agricultural prices, productivity and production and prevented increases in real incomes for 
agricultural households, including producers of basic foods. 

The Agricultural Sector Strategy identified three major categories of constraints: (1) the price 
structure facing the sector, (2) the resource base, and (3) access to technologies and markets for 
inputs as well as final products. In terms of the order in which these constraints had to be dealt 
wit!, attention had to be given first to the constraints related to the price structure affecting the 
sector. That is, highest priority had to be given to changing those policies that were having a 
negative effect on the prices that farmers received for the crops and livestock that they produced. 

These included an exchange rate policy that kept the lempira overvalued, a tariff structure that 
increased the prices that farmers had to pay for both domestically produced and imported 
industrial goods relative to the prices they received for the products they produced, a government 
monopoly on grain imports, quotas and bans on the import and export of food and other 
agricultural products, and retail price controls on food and other agricultural products. Changing 
these policies was top priority: first, to improve the incentives to domestic agricultural producers, 
and second, because, once changed, their impacts should show up relatively quickly in improved 
real prices to farmers. With a slightly longer lag-time, the impacts would result in increases in 
production. 

Price policies were attacked principally through ESF conditionality and maintained with Title III 
support. Within the FY92-94 Title III program, reforms related to land tenure and land use were 
given highest priority, at least in terms of the number of reforms and the amount of time spent 
by the Mission in dialogues with the government on them. However, the impact of these reforms 
will not be seen during the life of 1992-94 Title III program because time was required to 
develop and pass the legislative framework for the necessary changes. Even more time was 
required for the legislation to be implemented and for the changes to demonstrate their impact. 
More than any other set of remaining policy changes, the clarification of land ownership and 
rental rights holds the highest potential over the medium to longer-term for (1) dramatically 
increasing agricultural investment, and (2) changing extensive low-value land use towards 
intensive, high value-added activities. 
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5. Specifics of the 1990 Economic Reforms and Price Policy Objectives 
of the FY92-94 Title III Program 

The Mission played a major role in convincing the new government which came to office in 
1990 to initiate a major stabilization and structural reform program upon taking office. This 
program, initiated in 1990, reduced the distortions affecting the agricultural sector and improved
the incentive structure for agricultural producers. Among the most important reforms affecting 
the agricultural sector were: 

Devaluation of the lempira; 

* 	 Reduction of import tariffs to a range of between 5 and 20 percent; 

0 	 Removal of price controls on almost all food and other agricultural products; 

* 	 Elimination of the state monopoly on the imports of basic grains. 

So, by the time the FY92-94 Title III program was designed, many of the most important price
related reforms were in the initial stages of implementation. Several steps remained to be taken 
to complete the market liberalization process, however. These were addressed in the policy
reform agenda included in the FY92-94 Title III agreement (Annex D). Specifically, two 
benchmarks were included in the agreement: 

0 	 The first required the GOH "to eliminate all import/export controls on agricultural
trade." The purpose of this benchmark was to remove one of the few remaining 
price distortions affecting the agricultural sector, 

0 	 The second required the GOH to "eliminate all tariffs on basic grains from Central 
American countries and Panama." Its purpose was to facilitate the implementation 
of a regional free trade agreement for agricultural products in Central America and 
Panama. 

In addition to the price related reforms man), other important policy changes were enacted with 
support from the FY92-94 Title III program (Annex D). The GOH has sold its dairy, seed 
production facilities, two sugar mills, and eight of its 15 grain storage silos. Sale of the 
remaining silos is in progress. A price band mechanism to stabilize basic grain prices was 
implemented and expanded to include corn, rice and sorghum. The GOH agreed to eliminate its 
physical reserve of corn, relying on a more cost-effective financial reserve to deal with national 
emergencies. Land tenure was made more secure. Restricted titles were converted to fee simple
titles and the number of criteria for expropriation was reduced. Land market efficiency was 
increased by legalizing land rental, and women were given equal rights to land ownership. The 
National Agrarian Institute was reorganized, and an umbrella organization was authorized to 
coordinate and privatize agricultural technology transfer. An environmental strategy was written, 
an environmental fund was capitalized, and Central America's most progressive Environmental 

11
 

44 



Law was passed. Without the Title III program, passage of these and other policy reforms 
detailed in Annex D would have been much more difficult. 

B. 	 Expected Impacts of the Price Oriented Reforms 

Although the FY92-94 Title III program includes a number of important policy conditionalities,
the reforms designed to remove price distortions affecting the agricultural sector are the only ones 
that could reasonably be expected to have a measurable impact at this point in the program's
implementation. The impact of the policy reforms related to land tenure and land use are 
dependent upon a new legal framework passed in 1992. Regulations implementing the new law 
are still being finalized, and additional time is needed for people to act on these changes. These 
should be the subject of an impact evaluation conducted under the proposed FY95-97 Title III 
program. Additional reforms related to further actions and institutional changes needed to insure 
the full implementation of the legislated changes should be included in the proposed FY95-97 
agreement. 

The links that are expected between the policy changes and the outputs and purposes of the 
program are as follows: 

0 	 The exchange rate, trade policy and regulator) reforms are expected to increase real prices
paid for food, as well as agricultural export, products. 

0 	 When prices increase, farmers are expected to increase the area planted to crops. Lags 
occur depending on the product and the timing of the price change relative to cropping 
season. The exact level and mix of changes in areas planted depends on changes in the 
relative profitability of particular crops. 

0 	 When as wellarea planted increases, production of food, as export crops, should also 
increase (assuming adequate weather). 

* Increased producer prices, coupled with increased production, will result in an increase 
in value of the output from the agricultural sector. 

* 	 The volume of agricultural exports, as well as the value, should also be expected to 
increase as long as prices on the international market remain favorable. The lag for non­
traditional exports is often significant as farmers must first learn to produce these new 
crops (at export quality levels) and then transport and market them internationally. 

0 	 An increase in the value of output of the agricultural sector is also expected to lead to an 
increase in the value added in the agricultural sector and in the incomes of rural 
households. 
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0 	 The incomes of the smaller farmers, who make up the bulk of the poor in Honduras, are 
expected to increase as a result of improved agricultural incentives, as much as or more 
than larger farmers because they generally produce import substituting basic grains. 

* 	 With household incomes increasing, the percentage of rural households who cannot afford 
a nutritionally adequate diet should decrease. 

0 	 The amount of food available in the country is expected to increase directly, as a result 
of increases in domestic food production, and indirectly as a result of increases in the 
value of agricultural exports. 

* 	 More food available in the country and more households with enough money to purchase 
an adequate diet - together with local currency funded improvements in access - are 
expected to lead, over time, to a reduction in the percentage of malnourished children in 
the country. 

This logic is reflected in the logical framework (Annex C) developed for the program - in the 
goal, purpose and outputs and in the indicators developed for each of these levels. Output 
indicators include, for example, changes in the area planted and production of basic grains and 
key non-traditional agricultural exports, and volume and value of traditional and non-traditional 
agricultural exports. Purpose indicators include changes in per capita calorie availabilities, rural 
household incomes and percentage of rural households living in poverty. 

C. 	 Actual Impacts of the Price Oriented Reforms 

1. Increases in HONDURAS 
Real Prices Paid to 
Producers I40,NC(ASTANT PRODUCER PRICES 

140 
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exchange 
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The real producer price index (the prices received by farmers deflated by the consumer price
index) had declined substantially during the 1980s from 103.5 in 1980 to 75.2 in 1989, a decline 
of 27 percent. In the next year after the major reforms were implemented, however, the index 
of real prices paid to farmers jumped to 104.1, which meant that farmers gained back, in terms 
of real agricultural prices, almost all the ground they had lost since the end of the 1970s. In 
other words, in one year, 1989 to 1990, the index of real prices paid to agricultural producers 
increased over 38 percent. 

The impact of the policy changes were felt broadly across the agricultural sector, with prices
increasing in 1990 for all product groups except fruit. For some product groups, the increases 
were even more dramatic - over 40 percent for basic grains, as expected, and almost 55 percent 
for traditional exports. 

The index of real prices paid to producers fell in 1991 (to 101.4) and again in 1992 (to 85.5) as 
liberalized tariffs spurred imports and good weather produced record crops throughout Central 
America. While the drop demonstrates the limits of policy prescriptions, it also underscores the 
importance of not only maintaining but deepening the reforms. Reforms related to land tenure 
and land use are particularly important if the country is to solidify the gains it initially made 
through price and tariff policy corrections. 

Preliminary figures available for 1993 suggest that prices have started up again in 1993 (the
overall index rose from 85.5 to 93.6). Record prices are being forecast for 1994. These 
improvemeits likely stem from increased and more uniform application of the Central American 
price band system which has reduced the price variability related to imports. Producer prices as 
a whole, as well as for prices of basic grains and traditional agricultural exports, were still 
substantially higher in 1993 than during the decade of the 1980s. 

2. Increases in Area Planted 

The next indicator is changes in the area planted to different crops. Farmers respond to improved 
incentives for a crop primarily by increasing the area that they plant to that crop. Area planted
is probably the most reliable indicator of the impact of policy changes. It reflects producers' 
responses to the economic conditions they perceive. Total production or yield indicators, on the 
other hand, are more responsive to other variables such as weather which is beyond the 
producer's control. 

Basic grains farmers responded particularly strongly to the price increases in 1990 by increasing
the area planted to basic grains by almost 13 percent per year between 1989 and 1990. All 
indications are that the increases are continuing, although hard data are not yet available. 

The areas planted to other crops also responded positively during these years. The area planted 
to melons, for example, increased 200 percent between 1988 and 1989 exactly at the time the 
government established an export certificate program designed to return more of the export value 
to producers of both traditional and non-traditional agricultural exports. Since the value of these 
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Agricultural production responded very positively to these price changes, with total production
(based on an analysis of 25 crop and livestock products) growing at a rate of 6.9 percent per year
between 1989 and 1990 and 3.7 percent per year between 1991 and 1993. This was faster than
the rate of increase during the 1980-89 period (2.2 percent per year) and the 1970s (2.7 percent 
per year), neither of which kept up with population growth. 

Most sub-sectors participated in this growth, especially the producers of basic grains and
livestock products. The production of basic grains increased by 11.2 percent between 1989 and 
1990, beef production by 7.3 percent and the production of livestock for export 10.9 percent.
Basic grains production continued to increase between 1990 and 1991, but fell 8.9 percent in 
1992 due to poor weather. 

With prices and production both increasing, the total value of the output of the agricultural sector 
also increased dramatically as a result of the 1990 policy changes (37 percent between 1989 and 
1990 compared to -1.1 percent per year for the period from 1980 to 1989). The value of grain
production jumped by over 54 percent between 1989 and 1990, the value of traditional exports
increased by almost 50 percent and the value of beef production by over 30 percent. Basic grain
value continued to increase from 1990 to 1991, and although it slumped in 1992, it regained 
some lost ground in 1993. Expected higher prices in 1994 will likely increase the value of grain
production in the current year, although a drought threatens production. The real value of beef 
production has increased steadily since 1991. 
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Despite the vagaries of weather, the real value of total production, as well as of grains, traditional 
exports, and beef, was significantly higher in 1993 than it was in 1989 before the price reforms 
were implemented. 

4. Value Added in Agriculture 

To understand how much the agricultural sector contributed to the economy as a whole or huw 
much of the value produced by the sector is likely to be available to those working in the sector 
(farmers, land owners, agricultural laborers) one has to look at another measure - the value added 
by the agricultural sector (or agricultural GDP). This is estimated by subtracting all costs of 
inputs from outside the sector from the value of all the output of the sector. Costs outside the 
sector include items such as manufactured fertilizers, pesticides, agricultural machinery. The 
number that is left 
represents the total 
value that the 
agricultural sector, HONDURAS 
itself, contributed to TRENDS IN THE VALUE OF AGRICULTURAL OUT 

the economy. This 
value is available to 
pay the factors of 
production within the 
agricultural sector - ­
land, labor, capital, 150 

management. ­

50 
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The value added measure has shortcomings. It is a much more difficult number to estimate than 
the value of agricultural output. Since some of the value added may go as payments to the 
owners of land who live in urban areas, it is not a perfect measure of the income available to 
rural people. It provides no information as to how the value returning to the agricultural sector 
is distributed among households. Much of this type of data will be collected in the on going
household survey. It is, however, useful as a first approximation of changes in the value of the 
agricultural sector's output that is available to those working in the sector. 

According to estimates of value added in agriculture that are available for Honduras, total value 
added by the agricultural sector, in real terms, has increased fairly steadily since 1975 with an 
extra spurt of growth in 1990. 
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appears, over the 
longer-term, just to be managing to keep even with population growth. If one looks more 
closely, however, one can see that per capita agricultural GDP was below par during the 1980s 
and has been above par since the 1990 price reforms. 
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Interpreting from the data from this survey, one can infer the impact of the policy changes on 
the households for the nation as a whole; on urban versus rural households; and within the rural 
areas, on households at the lower level of the income distribution versus those at the higher level. 

These data make clear that poverty is much more pervasive in the rural areas of the country than 
in urban areas. In 1989, for example, only 3.5 percent of households living in Tegucigalpa, the 
capital of the country, were in the bottom 20 percent of the income distribution compared to 35 
percent of rural households. It is significant that although the percentage of households found 
in the lowest 20 percent of the income distribution increased between 1989 and 1990 (the first 
year of the reforms), the percentage decreased each year thereafter. This trend holds true for the 
country as a whole, for households living in rural areas of the country, and for those living in 
urban areas other than Tegucigalpa. In Tegucigalpa the percent of households in the bottom 20 
percent of the inco-ne distribution increased by 0.6 percent between 1990 and 1991 and began 
declining thereafter. The most important finding is that rural households appear to have made 
the most progress. That is, the percentage of rural households in the bottom 20 percent of the 
income distribution declined by 12.8 percentage points between 1989 and 1993, compared to a 
decline of 9.7 for the country as a whole and an increase of 0.4 percentage points for 
Tegucigalpa. 

6. Reductions in HONDURAS 
Poverty Levels 

TRENDS IN RURAL AND URBAN POVERTY 
200 

Recent calculations of 
the trends in poverty 1W 
in Honduras using the 
same household survey 
data base also 140 

indicates that the poor 
in rural areas have " = 
benefitted, as 
expected, from the 
policy chang":- that -

took place in the early 
1990s. These findings 
are important from a 
food security 

., u Very Poor r-ban Very Poor 

perspective because 
they compare household incomes to the cost of a nutritionally adequate diet, with households that 
are too poor to be able to afford a nutritionally adequate diet classified as "very poor." 

The rural population, according to these estimates, suffered less during the initial years of the 
adjustment period as incomes in the lower strata rose substantially in 1991 and 1992 and brought 
poverty levels down. The percentage of the rural population living in poverty increased by only 
9 percent between 1989 and 1990, for example, compared with a 50 percent increase for the 
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urban population. Furthermore,the proportionof poor in the ruralareasstartedto decline in 
1991, and by early 1993 was substantiallylower than at the beginning of the adjustmentperiod 
- - 23 percent lower, in fact. The urban poor, on the other hand, fared worse. The index for 
urban poverty was 77 percent higher in 1991 than in 1989, for example, and despite a sharp
reduction in urban poverty later in the period, poverty levels among the urban populations 
remainz..d 18 percent higher in 1993 than their 1989 level. 

In other words, these price policy changes have had a dramatic and positive effect on reducing 
poverty in rural areas. Efforts at reforming the agricultural sector cannot stop here, however. 
Despite these improvements, the rural poor continue to constitute the majority of the poor in 
Honduras. Seventy-eight percent of the households in the poorest 30 percent of the income 
distribution in 1992 were rural. And the poor are also still concentrated in agriculture, with 76 
percent of poor households classified as self-employed in agriculture, i.e. primarily campesino 
families. 

7. Increases in Per
 
Capita Calorie
 
Availabilities -- Data
 
from FAO's food HONDURAS
 
balance sheets TRENDS IN PER cWITA CALORIES 

indicates that per 
capita calories have 
increased dramatically , 
since the mid-1980s, W ,u 
from 2068 calories per 
person per day in 1984 . 
to a high of 2318 ", 
calories per person per 
day in 1991, although 
the per capita calorie_ _ 
availability dropped in 
1992, to 2306 calories. M, ,AT

The Mission believes 
that per capita caloric 
availability has continued to decline in 1993 and 1994. 

The major issue is with respect to the sustainability of the production increases, especially if the 
policy reforms are not maintained and deepened. The question is whether the fairly steady and 
overall dramatic increases that have taken place in calorie availabilities since the mid-1980s can 
be sustained. This is a particularly important question for USAID, given the important role that 
PL-480 wheat imports have played in enabling these increases to have occurred. 

19
 



8. Increases in Non-Traditional Agricultural Exports 

As stated above, it is difficult to attribute impacts of policy reform to increases in the volume 
and value of exports, especially over a short period of time. There are many factors which 
influence the export of Honduran traditional export crops, primarily international prices. In 
addition, the predominant traditional Honduran exports are bananas and coffee. These are 
plantation crops and unless one chooses to simply not harvest the crop, there is little one can do 
in the short-term to greatly influence production. Tnese crops have also been subject to recent 
changes in international marketing agreements. Coffee quotas were first suspended and then 
revived, and banana exports from the Americas to the large European market were reduced by 
the Lom6 Convention. 

Non-traditional crops are even slower to respond, primarily because there is a "learning curve" 
associated with their successful production, processing, and marketing. It often takes 3-5 years 
under the best circumstances to identify a potentially profitable crop, establish the agronomic 
protocols required to successfully produce it, and then be in position to penetrate an established 
market. 

Nevertheless, the data indicate that Honduras has been relatively successful in increasing exports
since the 1990s. Although traditional crop export volumes have increased since 1991, their 
values have decreased due to falling world commodity prices. In non-traditional crops, which 
have been the focus of many of the local currency funded activities aimed at raising rural 
household incomes and foreign exchange, the picture is brighter. 

Since 1990, the volume of non-traditional exports has increased from 120,000 metric tons to over 
204,000 metric tons, a more than 70 percent increase. Cultivated shrimp and melons have each 
more than doubled in volume during the period. Total value of non-traditional export crops has 
increased from $45 million in 1990 to $103 million in 1993. During the first year of the program
alone, the increase in value exported was 26 percent. These data are particularly impressive 
considering that during the 1980s the export of non-traditional products remained relatively 
steady or, in some cases, actually declined. Both the policy changes and the local currency 
funded activity components of the Title III program merit credit for reversing the trends of the 
1980's. 

NOTE: The analysis in this section draws heavily on data made available from the PRODEPAH 
(the USAID supported Agricultural Policy Analysis and Implementation Project) as well as a 
prior analysis of the results of the structural adjustment program by Magdalena Garcia and Dean 
Schreiner ("Principales Resultados de los Programas de Adjuste Structural en Honduras," 
Tegucigalpa, Honduras, June 1993.) 
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VI. 	 IMPACT OF THE LOCAL CURRENCY FUNDED ACTIVITIES SUPPORTED 
UNDER THE FY92-94 TITLE III PROGRAM IN HONDURAS 

The FY92-94 Title III program in Honduras was designed with two components. The first is 
a policy reform component as explained above. The second component, the subject of this 
section, is support to specific and sectoral local currency funded activities which are consistent 
and complementary to the policy reform program. Again, these activities emphasize improving
food security through improving the availability, access, and/or utilization of food, especially 
among the rural poor. Some of these programs are short-term and temporary, while others are 
medium- or long-te:-m and are aimed at reaching sustainable improvements ii food security. 

Through sector specific interventions, the Title III program has been particularly successful at 
improving availability of food at the national level by increasing production and foreign exchange
earnings. A listing of local currency activities and amounts, as weii as a matrix to describe their 
relationship to program purposes is developed in Annex E. A second matrix demonstrates how 
local currency activities relate to the three key aspects of food security - availability, access and 
utilization (Annex F). At the household level, activities fundcd with local currency have 
increased the access of family members to improved quantities and qualities of food. Program 
support to the natural resources sector has increased production, improved sustainability, and 
enhanced food utilization through protection of land, forest, and water resources. 

A. Specific Sector Support 

1. 	 Projects GOH/USAID 

a. Export Development and Services (522-0207) 

The purpose of the EDS Project is to increase nontraditional exporis. The project has two 
components, both of which involve support of NGOs created by the private, sector to develop 
export markets and increase domestic and foreign investment in both the agricultural and 
manufacturing sectors. The project contributes to Mission Strategic Objective No. 1, Enhanced 
Econ)mic Participation and Increased Incomes of the Poor. 

The Foundation for Investment and Development of Exports (FIDE) activity directly contributed 
to enhanced food availability at the national level through increasing non-agricultural exports,
leading to increased availability of foreign exchange which could be used to import basic food 
or feeds not produced in Honduras. Food security was enhanced over the medium -term through 
increasing the ability of Honduras to import food commercially. The activity contributed to the 
creation of 99 new commercial investments worth approximately $195.4 million, generating 
approximately $150 million in foreign exchange on an annual basis. The activity also contributed 
to enhanced food access through increasing employment/incomes at the household level. 
Approximately 42,000 jobs were created, held primarily by women (70%) from poor households. 
A mid-1992 survey of the area where the investments are located found that the average monthly
income of households (aver. 5.4 members) with workers was L.671, well above the L.300 per 
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month poverty level threshold which limits eligibility for the GOH's food coupon program in 
urban areas (see Section 'D', below). The survey also found that households with a worker spent 
L.40 more on food per month than households without workers. 

The Honduran Agricultural Producers for Export (FPX) activity directly contributed to enhanced 
food availability at the national level through increasing nor-traditional agriultural exports, 
leading to increased availability of foreign exchange which could be used to import basic food 
or feeds not produced in Honduras. Food security was enhanced over the medium-term through 
increasing the ability of Honduras to import food commercially. The generation of foreign 
exchange from the annual export of melons (primarily cantaloupes) is more than $20 million, and 
from cultivated shrimp $63 million - up 99 per cent between 1989 and 1992. The sale of 
cultivated shrimp (one of the FPX's priority products) is now the third largest source of foreign 
exchange in the Honduran economy. The activity also contributed to enhanced food access 
through increasing employment/incomes at the household level. The recent final evaluation of 
the activity noted that approximately 10,000 jobs were created through FPX's activities, of which 
roughly 3,600 employed women. Additional food access is provided when export crops are 
produced because a percentage of production - sometimes a large percentage -is unsuitable (or 
unprofitable) for export and is sold on the domestic market. This is especially true of perishable 
and price volatile fruits and vegetables which, when sold locally, often add diversity in nutrients 
to the household's traditional diet. Non-traditional crops that are being promoted by FPX and 
that may have an eventual significant impact on export earning and direct employment are: cocoa, 
onion, brambles, litchi, tilapia, mango, watermelon, ginger and asparagus. 

b. Forestry Development (522-0246) 

The purpose of the Forestry Development project is to improve the maoagement and sustainable 
productivity of commercial pine forests. Through promoting and implementing efficient and 
rationale pine forest management, the project contributes to Mission Strategic Objective No. 2, 
Effective Stewardship of Key Natural Resources for Sustainable Economic Growth. 

This activity dir c~iy contributes to enhanced food availability at the national level through 
helping to preserve and encourage sustainable management of natural resources which make up 
the productive base necessary to sustain food production over the medium- to long-term. The 
activity has assisted the GOH in increasing the area under comprehensive forest management 
programs. Besides underlying the sustainable use of an important natural resource, proper forest 
management contributes to improved soil and water conservation. Under the planned amendment 
to the activity, assistance will be offered in developing an effective program of protected areas, 
most of which are watersheds crucial to agricultural production. The activity also contributes to 
enhanced food access over the medium-term through raising incomes at the household level. 
Improved farming and agroforestry techniques have been introduced to over 1,000 households 
living inside the project's "model unit." The activity has not had a direct impact on job creation. 
In fact, the number of forestry jobs (around 750) in the model unit probably would have been 
higher without the activity, since the annual timber harvest would have been higher due to the 
lack of management plans which regulate, i.e., limit, annual cuts to a sustainable basis. Thus,. 
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the project impact is not so much about creating jobs, as in sustainably managing resources so 
that rural farm and non-farm job opportunities are long-term. 

c. Small Farmer Organization Strengthening (522-0252) 

The purpose of the SFOS project is to establish a viable system for delivering productive inputs
(credit, technology, market ser'ices and management skills) to growers in order to increase 
agricultural productivity and diversify the production base. SFOS works primarily with 
agricultural cooperatives and credit unions with largely poor and rural memberships. The project 
contributes to Mission Strategic Objective No. 1, Enhanced Economic Participation and Increased 
Incomes of the Poor. 

This activity directly contributes to enhanced food availabilitythrough improving the availability 
of and access tc agricultural pioduction credit which directly contributes over the medium-term 
to increased production of basic foods at a national level. Of the over 300 million lempiras in 
loans, over 13% were loaned for direct agricultural production purposes. Savings generated
under the activity have provided capital to small and mediun- sized agricultural producers: 45,600 
small loans ($615 average) were disbursed in 1993, totali,,g $28 million. Both the number and 
overall size of the loan portfolio are expected to increase by 30 per cent during 1994. The 
activity also likely contributes to enhanced food access over the medium-term through raising 
incomes at the household level. Although precise income figures are not available, 43% of the 
loans are made to commerce (largely micoenterprise), small industry and transport. These 
activities provide not only income for owners and employees, they are the foiward and backward 
linkages between agricultural production and household food consumption. 

d. Irrigation Development (522-0268) 

The purpose of the Irrigation Development project, which ended 9/30/93, was to improve farmer 
productivity and production by providing irrigation technology and on-farm technical assistance 
for improved agricultural production. The project contributed to Mission Strategic Objective No. 
1, Enhanced Economic Participation and Increased Incomes of the Poor. 

This activity directly contributed to enhanced food availability at the national level through 
increasing traditional and non-traditional agricultural exports, leading to increased availability
of foreign exchange and domestic food supplies which could be used to import basic food or 
feeds not produced in Honduras. Indeed, export earnings from just the irrigation projects 
constructed under this project were expected to be four to five percent of the Honduran total. 
Food security was enhanced over the short- and medium-term through increasing the ability of 
Honduras to import food commercially and providing non-traditional dietary additions. The 
project also increased production of traditional basic grains through irrigation of rice and corn 
crops. The activity has constructed 160 irrigation projects on 5,258 hectares, resulting, on an 
annual basis, in over 150,000 metric tons of food and export crop production. The activity also 
likely contributed over the medium-term to enhanced food access through raising incomes at the 
household level. Approximately 1,200 households directly benefited from the activity. 
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e. 	 Land Use Productivity Enhancement (LUPE) (522-0292) 

The purpose of the LUPE project is to increase hillside agricultural production and productivity 
on a sustainable basis, including improved management of natural resources on which 
productivity depends. The project focus is on central and southern Honduras, where 
environmental degradation from unsustainable hillside agricultural practices is most severe. The 
project contributes primarily to Mission Strategic Objective No. 2, Effective Stewardship of Key 
Natural Resources for Sustainable Economic Growth. 

This activity contributes to enhanced food availability at the nationallevel through preserving 
and encouraging sustainable management of natural resources which make up the productive base 
necessary to sustain food production over the medium- to long-term. Nearly 10,000 hectares of 
marginal hillside land are under improved management. Nearly 6,000 small hillside farm 
households have adopted at least two sustainable agricultural technologies. The activity 
contributes to enhanced food access over the medium-term by increasing food 
production/incomes at the household level. These same 6,000 households have benefitted from 
an estimated 50% increase in production, and even greater increases in overall income. More 
than 3,800 home and school gardens have been planted. Enhanced food utilization is addressed 
at the individual level by the activity over the medium-term through its encouragement of 
improved dietary habits and household sanitation practices. Over 500 households are home 
processing fruits and vegetables, while over 2,000 have developed an improved storage capacity 
for basic grains. 

f. 	 Policy Analysis and Implementation Project (PAIP) (522­
0325.2) 

The purpose of the agricultural component of PAIP is to strengthen the Honduran capacity to 
formulate and implement agricultural and natural resource management policies and 
administrative reforms. Long-and short-term technical assistance have been provided by the 
project to the Ministry of Natural Resources Agricultural Scetoral Planning Unit (UPSA). The 
project contributes to Mission Strategic Objective No. 1, Enhanced Economic Participation and 
Increased Incomes of the Poor. 

This multi-faceted activity has contributed in a number of ways at the nationallevel to improved 
food availability over the medium-term. It contributes through improving the investment 
environment, leading to increased investment in the production of basic food and non-traditioial 
crops. The GOH removed price controls on almost all foodstuffs and other agricultural products, 
contributing to a 20 per cent growth rate in the agricultural sector between 1989 and 1992. PAIP 
also enhances availability through the removal of barriers to trade that prevent the free flow of 
food products into Honduras at reasonable prices, while providing reasonable protection to local 
producers from subsidized agricultural products in the world and/or regional markets. In late 
1992, tariffs on basic grains imported from Central American countries and Panama were 
significantly reduced. The GOH has since established a program for lowering them even further 
in the near future and has joined GATT. Food availability is also enhanced through the 
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reduction/removal of trade and price distortions from trade in agricultural/food products in the 
Central American region which result in a scarcity of food products on the local market. The 
GOH made significant adjustments to the exchange rate, making Honduran exports competitive
in the agricultural sector. Terms of agricultural trade initially improved by 30 per cent. Finally,
this activity contributes to enhanced food availability over the long-term through helping to 
preserve and encourage the sustainable management of natural resources which make up the 
productive base necessary to sustain food production, through resource management policy work 
undertaken both by UPSA and the Pan American School of Agriculture in Honduras (Zamarano). 

PAIP contributes to enhanced food access over the medium-term through increasing food 
production/incomes at the household level. According to the GOH's Household Survey results, 
agricultural production grew between 1990-92 at 5.4 per cent after the reforms supported by this 
activity were introduced, compared with 2.2 per cent during the seven years proceeding 1990, 
while rural households increased their incomes by 14.7 per cent the 1989-92 period.over 

g. Small Farmer Agribusiness Development (SFAD) (522-0383) 

The purpose of this activity is to increase agricultural production, value-added processing and 
agricultural exports of participating farmer-owned businesses (FOBs). SFAD continues and 
expands upon the FOB strengthening activities begun under the SFOS project. The focus is on 
FOBs with the potential to make significant contributions to agricultural production, value-added 
processing, and foreign exchange earnings. The project contributes to Mission Strategic
Objective No. 1, Enhanced Economic Participation and Increased Incomes of the Poor. 

SFAD directly contributes to enhanced food availability through increasing agricultural exports,
leading to increased availability of foreign exchange which could be used to import basic food 
or feeds not produced in Honduras. Food security is enhanced over the medium-term at the 
nationallevel through increasing the ability of Honduras to import food commercially. Annual 
foreign exchange earnings for the FOBs are planned to increase by approximately $15 million. 
SFAD directly contributes to enhanced availability through improving the availability of and 
access to agricultural production inputs (credit and technology) which directly contributes to 
increased production of basic foods and export crops. Average production gains of 30 40 per-
cent for FOBs are projected. The activity also likely contributes to enhanced food access over 
the short- to medium-term through raising incomes at the household level and providing non­
traditional foods which don't meet export standards, although precise figures are not yet available. 

h. Honduran Environmental Protection Fund (522-0385) 

The project purpose is to strengthen and expand environmental protection and natural resource 
management activities carried out by NGOs in Honduras. Funding priority is given to activities, 
implemented by partnerships of U.S. and Honduran NGOs, supporting sustainable management
of watersheds, and conservation of ecosystems and biodiversity. The project contributes 
primarily to Mission Strategic Objective No. 2, Effective Stewardship of Key Natural Resources 
for Sustainable Economic Growth. 
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This activity directly contributes to enhanced food availability at the national level throughhelping to preserve and encourage sustainable management of natural resources which make upthe productive base necessary to sustain food production over the medium- to long-term. Oneof the two priority areas of this activity - management of watersheds - is crucial to sustainable
food production. Within this context, the activity supports efforts to promote sustainableagricultural practices, and to manage protected areas, particularly key watersheds. The activitywill also contribute to medium-term sustained food access at the household level by maintaining,
if not increasing, household production through the use of sustainable agricultural practices. Forexample, the activity supports the use of fruit trees in reforesting buffer zones of protected areas
comprising important watersheds. Lastly, the activity will support enhanced food utilization atthe individuallevel by increasing the supply of potable water sources, as well as other activities
related to food utilization. A sustainable agriculture training center supported by the activity will,
for example, offer education to improve the dietary habits of small farm households. 

B. GOH Counterpart to the USDA Screwworm Eradication Program 

Screwworms are a leading source of cattle disease, death and decreased milk and meat productionin Honduras. It strikes particularly hard at poor farmers who have less access to animal healthservices due to their isolated location or financial constraints. The USDA implemented activity
is effectively eradicating the screwworm from Honduras and the region, replicating the program's 
success in the Southern and Western U.S. 

The activity contributes to enhanced food availabilityat the nationallevel through improving theavailability and access to appropriate animal health technology which directly contributes over
the medium-term to increased production (screwworm eradication improves livestock weightgain) of a basic food in Honduras. Food availability is enhanced by increasing agricultural
exports, leading to increased availability of foreign exchange which can be used to import basicfood or feeds not produced in Honduras. Livestock is a broad-based industry in Honduras, with
both small- and large-scale livestock owners. 
 Food access at the household level is enhanced
through the activity's contribution to increasing the incomes and food for own consumption of 
small-scale livestock owners. 

C. GOH Counterpart to USAID CRSP Programs 

The Collaborative Research and Support Program (CRSP) is a joint undertaking between U.S.research institutions and host country counterparts to address commonly held agricultural research
priorities. The CRSP is, by most accounts, a cost effective method of gaining valuable andotherwise unavailable research expert.'se. The PL-480 Title III program provided partial funding
for four CRSP activities: Bean/Cowpea, Sorghum/Millet, Pond Dynamics and Tropical SoilsManagement. Each is supportive of improved food security. The achievements attained during
1992-94 under these four activiti,;s are the result of close collaboration between U.S. and
Honduran researchers, as well as a modicum of support from USAID's Title III program. 
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The CRSP activity enhances food availability at the national level through improving the
availability and access to agricultural production technology which directly contributes over the 
medium-term to increased production of basic foods in Honduras. For example, the 
Bean/Cowpea and Sorghum/Millet CRSPs have trained Honduran agronomic scientists, developed
disease and drought resistant varieties of important food and feed grains, and promoted their 
adoption through test plc-, trials and on-farm demonstrations. The activity improved food 
availability by increasing non-tiaditional agricultural exports which provided foreign exchange 
to import basic food or feeds not produced in Honduras. The Aquaculture (Pond Dynamics)
CRSP has contributed to fresh and saltwater culture of food products for both domestic and 
export markets. The activity contributes to enhanced food availability by preserving and 
encouraging sustainable management of natural resources which make up the productive base 
necessary to sustain food production over the medium- to long-term. The Soils Management
CRSP has, for example, taught Honduran soil scientists to quantify the impacts of soil 
conservation interventions employed by thousands of households farming environmentally
sensitive hillside lands. This has increased access at the household level in the short- to 
medium-term by increasing yields and family incomes. 

D. PRAF 

This activity directly increases food access at the household level on the part of poor urban and 
rural mothers and children through short-term targeted subsidies. The GOH created the Family
Allotment Program (PRAF) in 1990 with the primary objective of "providing special protection
to children at nutritional risk." The program aims at protecting vulnerable populations groups
who suffer the special bhrdcn of an economic structural adjustment program. 

Title III resources support two of PRAFs four subprograms. The first is the "Women Head-of-
Household Coupon Project," which aims to cushion households where the mother provides the 
family's sole economic support. A monthly 20 lempira food coupon is provided to each child 
registered in a primary school during 10 months of the year. There is a limit of three coupons 
per month per family. Through 1993, this subprogram had benefited nearly 513,000 school 
children. The second subprogram, the "Mother-Child Coupon Project," partially subsidizes 
(again using a 20 lempira monthly food coupon) the food requirements of poor pregnant and 
lactating mothers, and children under five years of age. Over 68,000 mothers and 109,000
children had benefited through 1993. The second subprogram also contributes to improved food 
utilization at the individuallevel by encouraging exclusive breastfeeding, weaning and improved
dietary habits. Since mothers are requir- d to bring their children into a health center on a 
monthly basis in order to receive their coupons, where the children are given a checkup and can
receive early treatment for diarrhea and acute respiratory infections, be vaccinated, and have their 
growth monitored, improved health and food utilization is further encouraged. 
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E. 	 Honduran Agricultural Research Foundation (FHIA) 

The purpose of this project is to establish a private, non-profit and financially viable agricultural
research organization to expand and improve the agricultural research system in Honduras. 
FHIA's research is oriented toward adapting technologies and crops to benefit small- and 
medium-scale farmers. 

This activity directly contributed to enhanced food availabilitythrough increasing traditional and 
non-traditional agricultural exports, leading to increased availability of foreign exchange which 
could 	be used to import basic food or feeds not produced in Honduras. Food security was 
enhanced over the medium-term at the nationallevel through increasing the ability of Honduras 
to import food commercially. The recent final evaluation of the activity noted that roughly $8.3 
million in foreign exchange resulted from FHIA's activities in 1993 alone, and that earnings over 
the life of the activity exceeded $150 million. The activity contributes to enhanced food 
availability through improving the availability and access to agricultural production technology
which 	 directly increases production of basic foods in Honduras, particularly bananas and 
plantains. The activity enhanced food accessby increasing employment/incomes at the household 
level. 	 Over 6,375 jobs were generated by the activity in 1993 alone. The evaluation also found 
that the over 10,000 farm households benefiting from the activity saw their incomes by more than 
25 per 	cent in real terms during the life of th, project. 

G. GENERAL SECTOR SUPPORT 

1. 	 GOH Environment Ministry (SEDA) 

This activity contributes to enhanced food availability at the national level through helping to 
preserve and encourage the sustainable management of natural resour'es which make up the 
productive base necessary to sustain food production over the long-term. SEDA has primary
responsibility for ensuring the proper application of the Honduran Environmental Law, passed
in June 1993. One of the key principles underlying the Law is the sustainable management of 
natural resources. SEDA is working with other GOH institutions to enhance long-term food 
security through the promotion of sustainable agriculture practices. 

2. 	 Natural Resources Ministry/Pan American School of Agriculture in 
Honduras (EAP/Zamarano) 

This activity directly enhances food availability at a national level by improving access to 
agricultural production technologies contribute the medium-term towhich over increased 
production of traditional and non-traditional basic foods. The EAP graduates approximately 120 
students per year as agricultural technicians with a variety of food production, processing and 
marketing skills. The MNR's promotion of improved sorghum varieties developed largely at 
Zamorano (with assistance from the CRSP) increased from commercial sorghum production from 
50,000 MT to 90,000 MT. Moreover, the MNR has been the main vehicle for implementing 
many of the policy reforms attributable to the FY92-94 PL-480 Title III program (see Policy 
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Matrix). This activity contributes over the medium-term to enhanced food access through raising
food production/incomes at the household level. Subsistence farmers have been provided a 
technological package that increases their average yield from 22 units/Ha to 48 units/Ha. More 
than 100 demonstration plots per year have been planted and monitored since 1992. 

VII. Conclusions 

The evaluation shows that Title HI supported policy reforms and local currency funded 
activities made Mgnj jet and measurable impacts on availability and access to food within 
Honduras, especially among the rural poor. 

It also demonstrates that continued reform is necessary, as is effective implementation of the 
reforms. In some cases, reforms have been only partially implemented, reducing their impacts 
or preventing them from reaching all intended beneficiaries. Institutions in the midst of reform 
will need continued local currency support to maintain their momentum of change. In a few 
cases, the evaluation documented backsliding on reforms by the GOH which, unless checked, 
threatens the increased food security and household incomes achieved so far under the program. 

Honduras is at a watershed in the process of institutionalizing economic and social change. The 
new GOH faces an unprecedented foreign exchange crisis, a drought that threatens agricultural
growth and food supplies, and a chronic energy shortage that eliminates off-farm job
opportunities daily. Difficult policy measures must be taken in order to restore the conditions 
for economic growth. 

VII. Recommendations 

The evaluation team recommends that a subsequent Title HI program be developed to 
continue the progress made under the FY92-94 program. Like the subject program, it 
should continue efforts to increase food availability and improve food access by the poor, 
as well as contribute to effective food utilization. 

The team also recommends sustained support for policy reforms that improve food security
for the rural poor through increased production and incomes; and it recommends funding
local currency activities which are consistent with policy reforms and obviate negative 
impacts of reform on the poor. 

In the face of a critical economic and social situation within Honduras, the GOH is under 
pressure to revert to the centrist, statist "solutions" of the past. The reforms and local currency
activities attainable through a subsequent Title III program will ensure that prior reforms are 
maintained and that additional reforms broaden benefits. The policy dialogue made possible by 
a subsequent Title III program will ensure that measures taken by the GOP, to confront the 
current crisis are supportive of a sustainable growth model. The program will continue to 
leverage other donor assistance. A FY95-97 Title III program is both necessary and 
desirable. 
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IX. 	 Lessons Learned 

The principal lessons learned and highlighted by the evaluation of the FY92-94 Title III program 
are: 

* 	 The balance of payment component of the Title III program is an effective means 
of securing significant policy changes which enhance food security, particularly when 
local currency generated from sale of commodities is programmed to activities which 
support implementation of the reforms. 

* 	 Program success was enhanced by integratation with several of the Mission's DA­
funded activities and close coordination with programs of other major donors in the 
agricultural sector, particularly the World Bank and InterAmerican Development 
Bank. 

* 	 The impact on improved food security is enhanced when the policy reform agenda 
is comprehensive. In the case of the FY92-94 program, the primary emphasis was 
on price incentives and trade liberalization which had demonstrable effects on 
agricultural production and rural incomes. However, without concurrent 
improvement in access to agricultural inputs such as credit, market iniormation, and 
land, small farmers would not have been able to respond as fully to market 
incentives. 

* 	 Policy reforms have limited effectiveness if not maintained and fully implemented, 
and in many cases, deepened. While the FY92-94 program benefitted from policy 
groundwork laid in preceding programs, to achieve sustainable food security, 
additional Title III support will be needed. 
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Food Security Involves the Following Three Interrelated Components: 

Aspects of Food Security: 

Availability: Food availability is achieved when sufficient quantities of appropriate, necessarytypes of food are consistently available - through domestic production, commercial imports, or 
donors - to individuals within a country. 

Aces: Food access is ensured when households and all individuals within them have adequateresources, e.g., income, home production, functional market and transport systems, to obtain 
appropriate foods for an adequate nutritious diet. 

1UzatDn: Appropriate food processing and storage, adequate knowledge of nutrition/child care,
and health, potable water, and sanitation services to ensure that the food eaten is utilized 
effectively by the body, thus resulting in nutritional benefit. 

Levels of Food Security: 

National: Enhancing food security at this level involves maximizing efficient domestic 
production and building the ability to import commercially, i.e., increasing food availabilin,
and/or improving food access through better functioning market and transport systems. 

Household: At the household level, th-c focus is on improved food access through increased
home production and/or monetary income or other resources with which to obtain it. 

hidividual: As well as households having access to food, coacern must be given to utilizationb' individuals. Health services, potable water and sanitary living conditions are key factors. 

Food Security Timeframe: 

Long-term: Addressing food oversecurity this timeframe usually involves food availability
through ensuring the sustainability of agricultural production and other natural resource use. 

Medium-term: All three aspects of food security are typically addressed during this timeframe: 
enhanced availability through efforts to increase domestic agricultural production, and by
strengthening a country's ability to commercially import food; enhancing food access through
increasing incomes, decreasing food prices, and improving market and transportation systems;
improved food utilization is addressed through improvements in primary health care, potable 
water and sanitation, as well as education improving dietary habits. 

Short-term: Short-term interventions address transitory food insecurity, particularly where
famine, disaster and civil strife create food emergencies. Direct feeding programs can also
address food insecurity caused by economic crisis, e.g., very high inflation, or exacerbated by
economic adjustment programs. 
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ANNEX B 

PL 480 Title III: Food Security Analytical Framework
 

The following questions should be used in analyzing the impact
 

or potential impact of projects supported by PL 480 Title III local
 

currency on food security. We should apply these questions to the
 
to the
past performance of activities (i.e. has it ... ?), and 

future (is it likely to...?), as well as to the present (does it 

...?) In each case, evidence should be provided. 

Availability
 

- Does the activity improve availability or access to
 

agricultural production inputs (land, credit, water, technology)
 

which directly contribute to increased production of basic foods in
 

Honduras?
 
activity improve the investment environment
- Does the 

leading to increased investment in production of basic food or feed 

crops in Honduras? (tariffs, prices, market mechanisms or access, 
infrastructure, etc.)
 

- Does the activity directly contribute to increasing non­

traditional agricultural or non-agricultural exports, leading to
 

increased availability of foreign exchange which can be used to
 

import basic food or feeds not produced in Honduras? 
- Does the activity remove barriers to trade that prevent the 

free flow of food products into the country at reasonable prices 

while providing reasonable protection to local producers from 

subsidized agricultural products on the world or regional markets? 
- Does the activity help remove trade and price distortions
 

from trade in agricultural/food products in the Central American
 

region which result in serious scarcity of food products on the 

local market?
 
Does the activity help preserve and encourage the -

of 	 resources (land, water,
sustainable management natural 

trees) which make up the productive base
fish/aquatic animals, 


necessary to sustain food production over the long term?
 

- Does the activity help increase employment and/or incomes of 

the poor? 
- Does the activity help increase food procuction or reduce
 

food 	losses in poor households - over both the short and long term? 
- Does the activity help increase access to food or the 

purchasing power of poor urban or rural households through targeted 

subsidies?
 
- Does the activity help reduce inflation significantly ­

particularly of the basic food basket?
 
Does 	the activity help provide the necessary infrastructure
-

or transportation networks to connect isolated areas with markets?
 

UtilI i7ation
 

- Does the activity help reduce the incidence and duration of 



disease - particularly diarrheal, respiratory and vector borne 
diseases?
 

- Does the activity make safe 
water readily available to
 
households?
 

-
 Does the activity improve sanitation particularly at the
 
household level?
 

- Does the activity encourage adequate breastfeeding, weaning

and sound dietary habits (particularly in women and children)?
- Does the activity teach both mothers and the 
medical

community how to adequately manage diarrheal and 
respiratory

diseases and malnutrition in children?
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ANNEX C
 

LOGICAL FRAMEWORK FOR THE HONDURAS 1992-94 TITLE IlBPROGRAM 

NARRATIVE OBJECTIVELY VERIFIABLE MEANS OF VERIFICATION ASSUMPTIONS 
SUMMARY INDICATORS 

PROGRAM GOAL: GOAL TO SUPERGOAI, 

To improve the food security of Reduction in child malnutrition Base-line data on child 
the Honduras population, from 20.2 percent of children aged malnutrition is available from 

12 to 23 months malnourished the 1987 DHS survey; this 
(weight-for-age at minus two survey will be repeated in 
standard deviations or worse) to I 1995, at which time one will be 
precent in 1994. able to assess changes using a 

comparable indicator. 

PROGRAM PURPOSE: PURPOSE TO GOAL 

I. To increase overall food 
availability in the country, 
directly through increases in food 

I. Increase in per capita calorie 
availabilit. from 2221 in 1989 to 
2300 in 1994. 

I. Food balance sheets from 
FAO and PRODEPA. 

1. Poor households will spend a 
proportion of their increased 
incomes to improve fanily diets. 

production and indirectly through 
increases in foreign exchange 2. Some of the increased food 
earned through increased available will be fed to children. 
agricultural exports. 

3. Poor households whose 

2. To improve the access of the 
rural poor to better diets. 

2a. Increase in real agricultural 
GDP, total and per capita. 

2a. Estimates ol changes in real 
agricultural GDP from 

incomes have increased will also 
have access to improved primary 
health care services, including 

PRODEPN]. nutritional information, as a 

2b. Increase rural household 2b. Estimates ol changes in 
result of other Mission and other 
donor funded programs. 

incomes, especially in the lowest rural household incomes are 
quintile; increase incomes and/or available from PRODEPAH. 4. Poor mothers will take 
food produced for own consumption based on a GOH household advantage of the increased 
of households receiving assistance survey that is conducted every availability of preventative care 
under Title Ill local currency year beginning in 19S9. services and adhere to the 
financed activities. cspcially under recommendations. 
PRAF and LUPE. 

2c. Decrease in the percentage of 
2c. Estimates of changes in the 
percentage of rural households 

5. Access of rural households to 
potable water and sanitation 

rural households below the poverty living in poverty are available facilities will improve as a result 
line. from the World Bank based on of other programs funded by the 

data from the GOl's annual Mission and other donors. 
household survey 

3. To maintain the natural 3a. Estimates of area under 
6. Other activities of the 
Mission, other donors and the 

resource base so that increases in 
food and agricultural production 
can be sustained. 

3a. Increase in number of 
households using environmentally 
sound agricultural practices, 

environmentally sound 
agricultural practices from the 
LUPE project M&li system 

GOH will complement and 
reinforce the activities supported 
under this program. 

particularly small farmers 
participating in LUPE. 

3b. Increase in the area of pine 3b. Estimates from the Forestry 
forest under effective forest Development project M&E 
management programs. system. 
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NARRATIVE SUMMARY 

PROGRAM OUTPUTS: 

POLICY REFORMS 

I. Price distortions in the 
agricultural sector reduced and 
incentives for agricultural 
production improved. 

2. Investment in the agricultural 
sector increases, 

3. Production of basic grains 
increases, as does the area 
planted and production and sale 
of non-traditional agricultural 
products produced by small 
farmers. 

4. Value of traditional and non-
traditional agricultural exports 
increases. 

5. The policy reforms are also 

outputs of the project,
 
intermediate to those above. The 
specific benchmarks (outputs), 
and their indicators and means of 
verification, are laid out in detail 
in the poltc reform matrix 

PROGRAM OUTPUTS: 
LOCAL CURRENCY USES 

Each project that receives local 
currency financing has its own 
set of purposes and outputs 
which are laid out in detail in 
their respective project 
documentation. 

OBJECTIVELY VERIFIABLE 

INDICATORS 

I. Degree of price distortions 
affecting a range of key agricultural 
products, 

2a. Investment in the agricultural 
sector in real terms, 

2b. Amount of land area under 
irrigation 

3. Area planted and production of 
basic grains and key non-traditional 
agricultural exports, 

4. Volume and value of traditional 
and non-traditional agricultural 
exports h, %car 

5. See poltL. reform matrix. 

Each project also has its own set of 
indicators. Those relevant to the 
Title Ill program will be identified 
and reported on in a consolidated 
fashion. 

MEANS OF VERIFICATION 

1. Annual analysis of nominal 
and effective protection 
coefficients for key agricultural 
products by PRODEPAH. 

2a. Estimates of the value of 
investment in the agricultural 

sector are available by year 
from the Central Bank. 

2b. Data on land area under 
irrigation from the Irrigation 
project M&E system. 

3. Data on basic grains 
production from the annual 
basic grains survey; data on 
production of non-traditional 
agricultural exports from the 
Agricultural Research 

Foundation project and the
 
Export Development and
 
Services project.
 

4. Estimates of the annual 
volume and value of traditional 
and non-traditional agricultural 

exports from PRODEPAH. 

5. See policy reform matrix 

Information will be collected 
from individual project M&E 
systems and reported on in a 
consolidated format. 

ASSUMPTIONS 

OUTPUTS TO PURPOSE 

l. CACM countries maintain free 
market policies. 

2. Farmers respond positively to 

improved incentives. 

4. Increased private sector role in 

marketing will lead to reduced 
marketing margins and higher 
farm-gate prices. 

5. The lack of technology is not 
an immediate constraint to 
increased agricultural production. 
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NARRATIVE OBJECTIVELY VERIFIABLE MEANS OF VERIPCATION ASSUMPTIONS 
SUMMARY INDICATORS 

INPUTS: INPUTS TO OUTPUTS: 

1. Wheat 1. Annual tonnage by type of 1. Shipping records. Commodity levels and size of 

2. Local currency expenditures 
wheat overall Title III program 

sufficient to encourage GOH to 

3. Technical assistance 
(considerable non-Tile [II 
funded technical assistance has 
also been used to support Title 
III policy reform and local 
currency funded activities) 

2. Amount of local currency 
generated 

2. Local currency record adopt policy reforms. 

Local currencies generated by 
the sale of the commodities are 
programmed weil and that the 
projects financed achieve their 
objectives. 
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ANNEX D
 
POLICY REFORM MATRIX for the 1992-94 Honduras T III Program (includinq comments on the status and expected impacts of each of the reform measures 

IPROGRAM CONDITIONS TO BE MET DURING: 

ISSUES OBJECTIVES BASELINE STATUS IsT YEAR (1992) ND YR 1993) 3RD YEAR (1994) CURRENT STATUS 

Distortions Affecting Agriculture 

1 Price Distortions 

Honduras maintained an 
Overvaltiil exchange 
late. trade restrictions, 

and a protective tariff 
regime which favored 

import substitution 
industries and 
discriminated against 
productive investment in 
the agricultural sector 

Increase investr'ent in 
aqriculture and the 
production of tradeables 

such as export crops and 
basic grains by eliminating 
exchange rate. tariff, and 
trade distortions 

In 1990 inp now GOH 
look important steps to 
restore investment in 

agriculture These s 
t 
eps

included () Devaluing 

the excrange rate. and (2) 
reducing import tariffs to a 
range between 5-20 
percent 

a t The GOH will 
eliminate all import and 
export controls (except 

certain phytosanitary and 
animal health measures 

on agricultural trade by 
Jun, 992 

THE FOLLOWING IS 
IMPLIED BUT NOT 
STATED IN THE 

AGREEMENT 

The GOH m1llcontinue to 
maintain a hberalized 
pricing and trade regime 
for the agricultural sector 

IHE FOLLOWING IS 
IMPLIED BUT NOT 
STATED IN THE 

AGREEMENT 

Tie GOH will continue to 
mointain a liberalized 
pricing and trade regime 
for the agrnu,'ural lector. 

a I tmporiexpor controls were nominally Itted on al 
agricultural products except beans and sugar. In 1993 
a bean shortage led Honduras to impose an existing 
ban on the export of beans, and inappropriate and 
discriminatory phylosanitary criteria still impede trade ii 
corn and rice. 

In July 1994 the GOH began to ration foreign exchang 
through a daily auction within a narrow band of 
acceptable prices, and multiple exchange rates exist 

Durinq 1980's GOH Increase the incomes of The 1991 PL 480 
distorted CACM trade 
and maintained direct 
price controls on almost 
all foodstuffs, especially 
basic grains of which 

60% are produced by
small farmers who have 
limited short-run options 
for diversification or off-
farm employment 

domestic producers.
especially small farm 
families which produce 
basic grains, by freeing 
trade and eliminating price 

controls on most 
foodstuffs and basic 
grains 

Progranr included Sell 
Help measures addressing 
traditional issues 
constraminq domestic 
producer incomes These 

and other measures were 
eventually incorporated 
into the Agricultural 
Modernization and 
Development Law .AMDL 

which passed in March 

b I The GOH will 
eliminate tariffs on basic 
grain imports from CACM 
countries and Panama by 

December 1992 

b.1. Tariffs were eliminated on all CACM agricultural 
goods except sugar, although Custom's Offices collect 
5% ad valorem processing charges which are 
considered tariffs by some CACM trading partners. 

No price controls have been Imposed on agricultural 
products since 1992 AMDL. alftir.ah the current 
economic crisis has led the GOH to *discourage" 
through negotiations any price increases on basic 
necessities. 

1992 
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1992 PL 480 Title III Policy Malrix ./" 

Page 2 of 6 Pages C-

ISUISOJCIEE AEIESAU PROGRAM CONDITIONS TO BE MET DURING: 

IST YEAR (1992) 2ND YEAR (199,) 3RD YEAR (1994) CURRENT STATUS 

1 2 Government Direct Interventions inAgricultural Production and Markets 
A number of GOH Improve ood security by
poicies reduced load increasing private sector 
secunty through direct participation in food 
slate intervention in food production 
produc tion .import,
storage, and markeing. 
These included 

Reduced food security Transfer state owned 
due to direct state storage, production and 

intervention in domestic marketing infrastructure tostorage and distribution the private sector in order 
of basic grains and other to increase efficiency and 
foodstuffs which reduce fiscal costsdiscouraged private 
scotr participation. 

Reduced food security Increase food supplies
and food price stability and stabilize domestic 
due to a stale monopoly grain prices for consumers 
on the import of basic by permitting private 
grains whicn was sector imports of basic 

unresponsive to domestic grains to complement 
and intorn iunal market domestic prodtctioncnnrlitiorn 

GOH ownership and 
operation of production 
and processing facilities 

GOH owned 15 grain 
storage facilities built to 

implement the formerpolicy of government 
control of grain marketing 

In 1992 the GOH 
eliminated the state 
monopoly on importing 
basic grains 

a l. The GOH will sell or 
transfer the following 
agricultural production and 
Processing facilities to the 
private sector: (1)The
Sula Dairy by March 1992. 
and (2)the Ministry of 
Natural Resources Seed 
Production Facilities by 
May 1992. 

b.1 The GOH will permitprivate trade in corn under 
a 1992 Central American 
price band system which 
stabilizes domestic prices 
through imports 

THE FOLLOWING IS 
IMPLIED BUT NOT 
STATED IN THE 
AGREEMENT 

The GOH wifl continue to 
implement the price band 
system for corn 

a.2. The GOH wrlsell or 
transfer the two state 
owned sugar mills to the 
prrvale sector by June 
1994. 

The GOH will sell or 
transfer the 15 IHMA grain
storage silos to the private 
sector by December 1994. 

THE FOLLOWING IS 
IMPLIED BUT NOT 
STATED IN THE 
AGREEMENT 

The GOH will continue to 
imnplement the price band 
system for cor 

a I. GOH has sold the Sula Dairy and the MNR Seed 
Production Facilities to the private sector, increasing 
private opportunities for dairy production and 
decentralizing production of certified seed. 

a.2. The GOH has sold its two sugar mills. It has also 
sold 8 of the 15 IHMA silos to the private sector. 
although these represent only 35% of IHMAs totalstorage capacity. There are no plans to sell the largest
sito. but the second and third largest are in the Process 

of prtvatization. Four small silos are pendingprivatization because the Do,as the original financier 
of them. must approve their sale. 

b 1. Honduras implemented price band systems on 
corn. rice and sorghum as part of a CACM regional 
trade harmonization policy. They are viewed astemporary measures while the region coordinates its 
policies and negotiates other trade agreements. USG 
policy encourages countries operating price band 
systems to do so in a transparent manner and to phase
them out as quickly as possible. 

Although flre OH dirt imrprove lfad scuiiy arid 
ita i,ntn a stralteic price slablity while 

!ian e n0 trveits mninrizinrc GOH 
dominance in the grain interference in grain
market and ronopoly o arketig 

ontrot thedomestic grain 
ntrkol[plan

narket 

G011 inisoence on 
mintariin Some qiarn 

Ui. 

b2. The GOII agreesthat any grain reserves 
created willbe limited to a 
physical reserve forbeans 
and a financral reserve for 
corn. GOH will present 

USAID a management 
for these reserves nolater than August 1994 

b2. GOH agreed as part of1992 AMDL to cease 

actively marketing grain. Reserves for beans and cornhave not been established yet. and USAJD is not 
promoting them. Drafts of a management plan have 
been submitled The GOH still lacks confidence that 
prrvate sector will be able to supply the country's grain
requirements in years of shortages. GOH concern over 

this year's drought combined with the existence of slid 
unsold IHMA silos makes establishment of GOHreserves a continuing possibility. 

(This tsa 1994 Agreement 
amendment I 
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ISSUES 

2 Lan Teur 

The original Agrarian 
Reform Law (ARL) 

severety curlarled prrvateproperty rights and 

induced inefficient land 
use Under the orilinal 

ARL 

Il ) Land o w ners were at 
permanent risk of 

expropriation. 


(2) Land rental was illegal 

and the cause of 

(3) Farm units of less 

than five heclares could 
not be tilled. 

(4) Farmers had to 
occupy the land for morethan 30 years Io be tilled. 

(5) itliini iO;criminaled 

auaiilst women 

OBJECTIVES BASELINE STATUSI I IPROGRAM CONDITIONS TO BE MET DURING: 

aktST 1euiYadLnYEAR (1992) j 2ND YEAR (19 ) 3RD YEAR (1994) 

Intensify land use and 
increase invel.;Imer, in a t By March 1992. the
GOH wilt adopt legisahon 

laid by 'stablishing a new
legal f.,. ewok which that will 

guaranteed greater tenure 

Security. established a 
 Agricultural land was b I Reduce land

(lJarktsandownrs eresesand erebasis for land rentals and toretsIproed anddedicated to extensive Seve totwo(lJtheexpropriation criteria fromimproved land markets uses and forests were seven to two I)

e}{popraho, 
 avid xptpr~aon ega coingand(2Juse-s,

converted to pas ure to Land hold ing above the
avoid expropriation legal ceiling and 21 

for 18 months or morepermitting land to lie idle 
Rental was grounds for 

econtracts 
Small farmers were 

unable to obtain clear title d I Convert existing 

or to rse restricted titles 
 restricted land titles to tee 
as loan collateral simplo tis 

Many small farmers 

illegally occupied 
land e I Reduce the time onewihout beneit of title must occupy property 

tletor being eligible for 
titiiig 

Women ard cildiei wer. 

unable to inheiit larid or 

gain cleat title 
 I I Provide women andchildren equitable 

treatnint under the law 

1992 PL 480 Title III Policy Matri . Page 3 of 6 Page. 

CURRENT STATUS 

a 1 inMarch 1992. he GOHpassed the AgriculturalModernzaton and Development Law (AMDL) which 
was landmark legislation in the nation's agricultural 

development 
b t. The AMOL reduced the criteria for expropriation tot hetwo e ctwo cases specifliedd i he c r iti a rThei sin the'condiionaity. There is 
no longer an incentive to maintain land in exlensive 

and rho impact of intensification should be u e . a d t 
seen 

e i p c f i t n i i ai n sin the medium term. o l e s e 

c 1. Farmers. especially young and part-time farmers 
have increased access to land through legalized rental 

These increase mobility into and out of the 
agricutural sector. 

dl. Since March 1992. over 4.600 small farmers have 
recerved secure titles to the land they farm and. as
 
such. improved access 
to credit. The five hectare Iws, 

was abolished, and Ihey own an average of 7 2
hectares each 

e.. Previously farmers had to occupy land ten years 

before obtaining the right to purchase it. This limit was
reduced to three years. and thousands more farmers
have the right to legalize their status. In the mediumterm. legal titles provide incentives to invest in soil and 
water conservation. farm improvements and permanent 

crops 

d 1. Women and children enjoy equal protection and 

rights 1o land under the AMDL. however field work to 
issue titles has been delayed and cultural resistance is 
evident 
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SUSOJCVBSL II2ND U1ST 

S'PROGRAM 

YEAR 
CONDITIONS TO BE MET DURING: 

YEAR (19914) 

Improve he adludicahon 
of occupancy on lands 
with undivided rights, 

The ownership of land 
with undivided fights is 
unclear, frequently 
contested and a constraint 
to productive investment 

a 2" The GOH will 
develop a global strategy 
for the adjudication of 
competing claims by 
March 1993. and it will 

a 3. The GOH will iniiale 
an adjudication program in 
a second department by 
January 1994 

initiate the adjudication 
program in one 

The GOH will initiate an 
adjudication program in a 

department by July 1993 third department by July 
1994 

The GOH wilt initiate an 

Develop land financing 
mechanisms to serve the 
landless and land poor 

Few tenders will provide
long term financing for 
land purchase by small 

b2 The GOH wilt 
develop a land financing 
strategy which includes 

adjudicatilon program in a 
fourth department by 
December 1994. 

famers and the landlesspoor who cannot provide
commercial loan 
guarantees, and land 
which is offered for sale is 

appropriate public and
private sector mechanisms 
by July 1993. and it wil 
begin implementation of 
market oriented land 

often invaded financing mechanisms by 

Support continuation ofcomplete municipal and
departmental cadastral 

inventories 

Only two of Honduras' IIdepartments have
cadastial Inventories 

Without these inventories 

g 1 The GOH willsuppoed this activity within
the national budgjet at 

levels equal t0 or greater 

December 1993 

SaroS_ FYg2 Samea ,fyg' 

open to dicsp lta termsopentotrmsin ispr 

Restructure the National 
Agrarian Institute (INA) in 
order to increase its 
efficiency and 

INA had become large. 
inefficient and focused on 
acivlies other than its 
principal function of titling 

c 2 The GOH wilt 
complete the 
Organizaional 
restructuring of the 
National Agrarian Institute 

(INA) by June 1993. 

1992 PL 480 Title III Policy Matrix" 
Page 4 of 6 Pages 

CURRENT STATUS 

a 2. &a 3 The GOH has not complied with these policy
 
measures They 
are intended to resolve ownership

issues among successive heirs where inheritance is
 
unclear or disputed 
 This issue is not contemplated in
 
the AMDL because the amount of land subject to these
 
disputes is relatively small in comparison to the larger
land tenure issues addressed above. 

b 2. The GOH has not complied with this policymeasure. In August 1993 it passed a Land Fund Law. 
but it is not consistent with the market principles of the 
PL-480 policy measure. USAID is assisting in the 
revision of the law. and it is pressuring the GOH to
imlement complementary measures such as a system

of larx: market information and guarantees that 
 "ta,put 
up for sate is not invaded. 

9.1. The GOH has COmpliedsince FY91 with this policy measureUnfortunately, this level of support is 

inadequate to meel the demand for cadastral surveys. 

This constraintthe FY95-97 Program.to the titling process must be addressed 

c.2. INA was restructured in conformance with this
policy measure. however it is still not emphasizing the
titling process at a satisfactory rate and is distracted by
other activilies. Orienting INA even more toward titling 
must be addressed in the FY95-97 Program. 
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ISSUES OBJECTIVES 

3 nviroment and Natural Resource 

3.1 Environmental Protection 
The rich Honduran Increase effectivenatural resource base is stewardship ot key naturalendangered by irrational resources fot sustainable
and uncontrolled economic growth
exploitation. diminishing 

its contributicn tosustainable economic 
growth 

BASELINE STATUS 

The Honduras National 
Environmental 
Commission (CONAMA) 
prepared a document 
which lays out An 
Environmentatl Agenda for" Honduras 

PROGRAM CONDITIONS TO BE MET DURING:1ST YEAR 11992) 2ND YEAR (1993) 3RD 

a I The GOH will a 2. The GOH will
develop a natural resource implement a Presdenal
conservation and pledge to capitalize an
environmental protection environmental fund bystrategy based on the December 1993. The
CONAMA Agenda " The fund will be administered 
stralegy should establish by a private sector board
priorities for natural and will support activities 
resource conservation and to achieve the goals
environmental protection developed in the Strategywith shor. intermediate 

and lang-term goals by 
June 1992 

1992 PL 480 Tille III Policy, Malt 
Page 5 of 6 Pag 

YEAR (19941 CURRENT STATUS 

.. The GOn has complied with these policy
National Environmental Action Plan, was developed byCONAMA with assistance from the World Bank. ThisAction Plan forms the basis for GOH policy on theenvironment, coordinatd by the Ministry nf 
Environment cood nd by th e inly withe Environmental Law passed in June 1993. The 
Environmental Fund is currently operational with 115.
million lempiras of a pledged 30 million lempiras (60million per year for five years). The fund is managed 
by the Honduran Foundation for Development andEnvironment (V1DA). 
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3 2 Forestry Rsources 

The Honduran Forestry To improve COHDEFORs 
Coiporahon ability to manage public 
(COHDEFOR) is forests and protected

ineffectie in exercising meffctre
ondrassoareas within Honduras so 

its responsibilities to 
 as to contribute to 

manage and market 
 sustainable economic 

public forest and 
 growth and conservation 

associated resources and of unique resources
 
to supervise the
 
management of private
 
forests
 

4 MrAcultura Research and Extension 
The agricultura research To decrease the direct 
and extension services role of the public sector in
provided by the GOH generating and 
Ministry of Natural disseminating agricultural
Flesources (MNR) have technology and promote 
oeon ineffectrve in the development of semi-
reaching target clientele. a:.',nomous and private

romoting new sector aqriculturallocnnlogy and improving research and extension 
ufficiencywhile services 

hmutaneously costinghe GOH in average 120 
nillion tcmpiras annually 

IFSUES 
PROGRAM CONDITIONS TO BE MET DURING: 

,O VSYEAR (1992) 2ND YEAR (1993) 3RD YEAR (1994)
Y 

COHOEFOR was an b.2. The GOH willorganizalion which had complete the
lost the confidence of the organizationalexrcisngOH. SA/. ad rea wihinoherminorGOH. USAJ. and other restructuring of
donors COHDEFOR by June 

1993 

MNR research and a t. The GOH wil a 2. The GOH willextension were centralized develop a plan for the establish models for a
in large. expensive and decen:ralizing and/or 
 semi-autonomous
ineffective bureaucracies privatizing the MNR's agricultural extension 

agricultural research and service (DICTA/SRN) by
extension services by June 1993 
December 1992 

b2 The GOi. wilt
establish mechanisms for 
providing technical 

assistance to the privateagricultural Sector through 
private organizations tog. 

FENAGH. FPX, FHIA. 
cooperatves. etc. by June 

1993. 

1992 PL 480 Title III Policy Maintil 
Page 6 of 6 Pages" 

D.2. The GOH has met this condition although the 
current COHOEFOR restructuring plan requires some 
mnrren s AhHEFOR a s omrevisions. Although COHEFOR has formally
adopted the new structure, some departments continue 
to operate with the same functions as under the old 
structure. USAID will continue to move COHDEFOR 
toward operations consistent with the new structure. 

a. 1. & a 2. The GOH is in the process of compliance
with this condition. The 1992 AMDL establishes the 
legal basis for decentralization and/or privatization of 
the MNR's agricultural research and extension services. 
The MNR is attempting to privatize extension services,
but current budget constraints have slowed the process. 

b.2. The GOH has complied with this condition. 
Private organizations (e.g. FENAGH. FPX. FHIA, 

cooperatives. etc.) exist and provide varying levels ofextension services. For instance, FHIA. is an 
independent, sustainable research and technology 
transfer organization. It has an endowment of 100 
million lempiras. and itworks with large and small 
producers to increase exports and incomes. The GOH 
includes models such as these in its plan for 
decentralization and pivatization of MNR's extension 
services. 
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ANNEX ERElaTIONSHIP OP IC SUPPORTD Acrwtrrp. TO PROGRAM PURPOSeS 
L 

A. Projcts _OI_USA _D: 

-FX 
-FH 

F-rctpxnD vd 
Fresl trnrn Development 
S mralloFar e rv elopmen 

Iri a i n D e eo m nx
LPc & Imlmet 

Policy______Anlyi & Implement 
x 

xmlyi 

x 

em th* 

- LIP SA 

- Censo Nacional Agrnfcuatio 
- Miore Surveys 
- Arcultural.urivescc - Policy S EcOcwRSPP 
a ep. it Dc..Promotes 

SmllonFrme Agb ucntDev. 

B. G011 Counterpar 
C FCD. PRAF 

E.FIRA 

B. GIIPr .
"-curoPro &. ~ 

oo 

C~utcpars xPmts 
2 

x 

I 

11.G ENEP,%,L SECTOR SVProRTFre ) Dveoment 
S nai ronman Ministry SED 

Cmctnbuteds tothe Qcation f 42Z000 jos and the generation of over $150 nfilfiod per year in foreign gane.exCo triueo the creation of 10.000 jobs. and th generation of ove~r 80 milion per year in foreign exchange.

Promotes ustainabk use of resources & agr cU~turai production. h
 

Pooe increased agricultural producton & incomes

Benefi tted 1.20 o useo lds dir c y and incr easd annual c rp p ro uion by 15.000 MT.

Over 6.000 m rgin l farm fam ilies asist d rc u ltin gin i gnsificat incr eass in production an dlmprovecd agr'icultural policies contributing to 5.4% per year increase 

in o e
in ag. productin and 14.7% increase in rural household 

c c . 

increaed agrcultural producti & incomes. 
CPromotes sustaiable us of resourcos & agrdtuh anlproduoe. 

inreascd agriuraJ production & incomes. 
Promotes in: crsd agricultural production & incomes,v id s food to childre nCemaibutcd to the creation ofover 6.375 fa mjobs era .. der an d pgn an t an d l a ctating . m .cnNut tri i al e d ucat i o in a l spro vide d.and over $8.300. in mloforeign echange in 1993 alcatc. 

PsF-.DAwsotessustainable use of resotu ces & agriculturaJ producion.
Subsistnce famers have orec than doubld thir yield of xotugbdm. 
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FOOD FOR DEVELOPMENT PROGRAM 

PL.480 TITLE III - MULTI-YEAR AGREEMENT 

CY 1993 THROUGH CY 1995 

LOCAL CURRENCY PROGRAMMING 
(LEMPIRAS) 

11FROJEC/DESCRIP'nON AMOUNT PROGRAMMED 	 TOTAL 

ATE1CORJECrVEN0.1 "E-k,.ee Eug-- Ptliia m Im m . -,i"ePou" 

CY93 CY94 CY95" Total 
(Sub-Total): (Sub-Total): (Sub-Total): (Sub-Total): 

vesment/Export Development 
-FIDE 3,240,000 0 0 3,240,000 
-FPX 3,780,000 2,100,000 0 5,880,000 

Small Farmer Or& Dev. 3,572,262 0 0 3,572262 
Irrigtion Development 1272.420 0 0 L272,420 
Policy Analysi & Implementation 13,254,800 5368,762 6,267,627 24,891,189 

-UPSA 1,138,640 1138,640 LDX640 3,415,920 
-Censo Nac. Agrop. 10,484,160 L32L759 0 11.805,919 
-HomeSurveys 732,000 1108363 1.887,768 3,728,131 
-Agricultural Surveys 900,000 1100,000 2,441,219 4,441,219 
-Policy Studies/EAP 0 500,OOO 500.00 1.000.000 
-Rep. Org Private Sec. 0 200.000 30,ooo 500,000 

Smll Farmer Agribu. Dev. 1,629,562 6.500,000 12,500,000 20,629.562 
Honduran PrL Environment Fund 1.000,000 2,500.000 5.529.200 9.029.200 

SUBTOTAL 27,749,044 16,469,762 24,296,827 68,514,633 

Foreatry Development 1,464,410 5,85&254 7,521,885 14,846,549 
UPE 2,203.555 5,377,664 5.219,354 12,800,573 

B. 	GOH Counterp.Screworm Pro& 7,500,000 10,000,000 1000,000 27,500,000 

Endowment Fund FHIA 25,000,000 0 0 25,000,000 

D.GOH Counterp. CRSP Programs 540,000 419,500 0 959,500 

F_PRAF 8100,000 3,400,000 5,000,000 16,500,000 

F.PLTITLE If 	 0 0 3,144.900 3,144,900 

L GENERALSEC OR SUPPORT . 

A Environment Ministry SEDA 0 467,400 0 467.400 
B NaLReaourcMinisuy/EAP 0 699.000 0 699.000 
SUBTOTAL 0 1,166.400 0 L166,400 

H.OTHER:
 

A.Monitoring& Evaluation 	 270,000 540,000 540,000 350,000 
B. Reserve Fund 	 45,390,616 43,277034 89,336,832669,182  


939,182 45,930,616 43,817,034 90,686,832 

TOTAL 	 73.496191 8621.196 99.000.000 261.119.387 
conTeBI Ch mp Rate - 31. 00 
ePr0"d 
File "rLCUSB 
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ANNEX F
 

7 
1(4$~. 

RIM,.\4 

I= ­ -

A. hsjr OWSAa). 
- fwmg ~OD8~hT 

- D 

Contibuted to the mTalonOf 424pi
0 jobs held prnaily by omen (M%) p omorhouseholds. 

- UK I Contrbuted 0 the atio of 10. jobs. and th ri o fn eore i 
rF~o nI opm entSmall Farmer Otr. De.w a IEveaas xa IF x Promotes s tainableIrrigation Development I useof rewources& ag icultural p oducio.as x x I Promotes increased agricultural rodutuion & incomes.


LUPE Benefitied 1.200 households directly and increasedannual crop production by 15.WO MT.
Policy Anaysis & Implemnt. 11 all ais as ax Ix Is o- UPSA Over 6.00rmarginal farm families assisted resulting in significant iases in puodusin andind ome.Improved agricultural policies contsibuting to 5.4% per year incase in Ag.productuion and 14.7% increase in rural household - Ceus usysmnes.Naciottal Agropecuarso
 
- HGue Survey$
 
- Agricultural Surveys
 
- Policy Studica/EAP
 
- Rep. Org. Private Sec.
Small Farmer Agribus. Dey. xx as 

Houdum Envronmentall Proo.Fund I Promotesx increased agricultural production & incomnes.x A I IaI x Promotes austuinbt useof resourcs & agricultural production.M. GOII Counterpart ScresnaroresProg. an ax a aC. GOH Counterp. CRSP Program an an Promotes increased agricultural production & incomes.D. PRAF x Ia12a ax a Promotes increased agricultural production & incomes.E FIRA, as an 1 Provides food sochildren tinder S. and pregnant and lating woen.a a Nutritional education in also provided.
6,375 farm jobs andover 18.3013.000 in foreign exchange 

Contrsbuted to the creation of over 
in 1993 alone.U. GEN AL SECTORS ^]PPORT 

A. Eavirament Ministry SEDA xB. NaL Resources Ministry/FAP ax an Ia a a Promotes susatainableuseof resources & agricultural production.Subsistence farmers have--- - more thin doubled their yield of mKwgur.-

-==
= 
=-== -= a.=J
 

NOT Multiple marking mthe'Aspecs of Food Seatiry" coleuas indicates degree of impact. 
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Acronyms 

AMDL Agricultural Modernization and Development Law 

BANADESA National Agricultural Bank 

BCH Central Bank of Honduras 

CRSPs Collaborative Research and Support Programs 

DA D,'-elopmcnt Assistance (Funds) 

EAP Pan American School of Agriculture at Zamorano 

EEP Export Enhancement Program 

EFHS Epidemiology and Family Health Survey 

ESF Economic Support Funds 

FAO U.N. Food and Agriculture Organization 

FFP USAID/W Food for Peace Office 

FHIA Honduran Agricultural Research Foundation 

FY Fiscal Year 

GDP Gross Domestic Product 

GOH Government of Honduras 

HEPF Honduran Environmental Protection Fund Project 

IBRD International Bank for Reconstruction and Development (World Bank) 

IDB InterAmerican Development Bank 

IFI International Financial Institution 

IHMA Honduran Institute for Agricultural Marketing 

IMF International Monetary Fund 



L 

INA National Agrarian Institute 

Lempira (Honduran currency) 

LUPE Land Use and Productivity Enhancement Project 

MT Metric Tonnc 

NGO Non-Governmental Organization 

PAIP Policy Analysis and Implementation Project 

PRAF GOH Family Allottment Program 

PRODEPAH PAIP/AG Technical Assistance Office in Honduras 

PVO Private Voluntary Organization 

RW&S Rural Water & Sanitation 

SANAA National Water and Sanitation Service 

SECPLAN National Planning Secretariat 

UNICEF United Nations Children's Fund 

USDA U.S. Department of Agriculture 

WFP U.N. World Food Programme 


