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1• 

AGRICULTURAL CREDIT IN HONDURAS 

- Note -

The report which follows is preliminary •. It is not suitable at this time 
to ma1::e a complete analysis of the situatie>n of agricultural· ~red-it in Honduras, 

' ;.' . 
due to the fundamental changes in the Banking structure and the legislation of 

that country which are taking pl.B.ce. The F£LA/FAo Cooperative Unit is, at this 

time participating in the agricultural.aspects of the reforms which are taking 

place_, and later on will be in a position to submit a more detailed report. 

1. JNTRODUCTION . 

Honduras is the Central American country which has 'lre.fted loneest t~ provide 

.for a complete orGanisation of i.ts bankine:, monetary ·and: credit systems. However, 
• fl I - • 

the country,. which is now underg'oihg a· peri~ pf. b~lring reforms, has taken .full 
' - ~ . ' 

advantace o.f the>·esom;ces within its reach from~ the international organisations, 

as well as of the experience of it~ ~el?-trai ~er.ica.n neighbours~ · · 

Until 1950, Hon~ura~ 4ad. no Centl~al -:Bank, ·nor .any instit~,ttions suitable for 

the spreading of credit facilities to :farmers •. All banlc:l..ng1 -c!'edi t and monetary 
, 1 ; I • • 

legislation was sc~ttered i;n a .series of decree-s wh'icb did., not c~nstitute a whole. 

There was no .sp.ecial legislation covering. agri_cuitural credi.t. · ' 

At the ehd of 19~9. tl;J.e·. I~ternational-Mon-etary ~d sent' to Hondur,as, at the 

request of th~ Government) a mission to·aavise ~n new·banktng monetary and credit 
' . . 

leeislation, and to prepare a'compl~te reform. Now that the basic laws have been 

passed, the Gqverrunent of .flonduras is mti'iring use _of. experts from El Salvador and 

Guatemala, as also from the Monetary Fund,· the. Organisation of American States, 

the Economic Commission for Latin America, the Food and Agricultural Organisation 

and the International Bank for Reconstruction and Development, with the object of 

constructing with their aid the suitable administrative structure. 

Up to now, credit for farmers has been supplied in Honduras by two private 

banks which were not essentially interested in agricultural investments; under 

these circumstances the facilities placed a.t the disposal of the farmers w~re 

very scanty and operations were almost always carried out under onerous 

/conditions, 
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conditions, such as heavy"' guarantees;· high.rates JYf interest and terms never 
~· . ' \ 

exceeding one year, even for ··1nv~stmenta·With slow recovery. 

The credit from private moneylenders o:pfi).rated in a similar manner, and, 
I • ·."· ' .· ·; ' ' . 

:posl:rl,);>ly, .. ~·r~I:l:::·I,l;tgh~r. ~t.~~. gf.' i~te!~.s~ w~r~ c?a!eed~ .. They wi~l !?l':'?bf1:bly .. 

continue to :play an important role 1n the financing of the farmers of Honduras, 

partic1:4~~Y those in the isolated ree'io~s, '.at least until the new bankine 

organisations extend their radius of ac~i~n~~by means of branches and a..gen;ies ~ .. ·. . . : ••,\ ... ' 

T,h(i,:j;oef'orm which has brought abOut tlle'''i'lew structure is based on three less: .. . . . ·.- ' . 

-1. The Law of the Banco Central, of Honduras (Central Banlc) 

·2. The Law of the Banco ~acioJ¥1.1, d..e Fomento (National 

Development Brurut) 

3. The Law for Banking :matabli'shments .. . '. 
In order to obtain a better lmwoledge ·of· the most recent banl~ing 

legislation in Central America, the principal r~gulations of these laws have 

been deta.i~ed ·in th'is rf;l:port •. in th~ sB:IDe way, und~r AJ?pendix B, the arti~les · 
of' the draft commercial code, whioh:refer to. Warehouses;; crop loans and 

1DJPX'OVemen.t .. !J..Oehs and liens without:Remo~al of Pledge:s are added. 

II. HU!BENT BANKING ORGANISATION 

Until 1950 Hondura~ had no Central Bank; nor any official Banking 

institution •. ··~o·:pri~te;banks·o:perated in the country, and until recently they 

had the privilege. Of issue. These were the Banco de Honduras (Bank Or Honduras) 

with head orfices i~ Tecucigalpa, and the Banco de Atldntida (Atldntida Bank) 

with head offices in La Ceiba. 
' 

The monetary unit is the LEMPmA with a par of 50 cents to the dollar. 
<'· 

The currency~n.circulation from 1937-38 to 1948.49 may be s~en·in 

Table 1. 

}!it.ble l. 



>r)~ s~.2t'r.67/p.ad .4 
Page 4 · · 

~ ... ·- . . .. -. .. . . . . -... ·~- .... _.,.. - ... _.; . - . 
'Table"1~: CURitENCY ni''ttiRCU:i:.ATION 

: (In:Lempi.raa}r ·: 

'i_ 

Years 

 i.

.Amlua+ ~:ve~~. · .-·:· '-·-•':,' .... . -': ·1,11;.; ;3. _, 

Indid;ie 
l937 ~ 38 ;! 100·· .. 

.

1937.,3(}  5,-749,733  lC0;.-0

193~·3.9 .. 6~.;33.,819  H>4.9, 
i939~4o  6; 61;8oo · 107.2·

: 1940-4]. ,·:6,l,..'f0 ... 68ll' ·112.·:5 
1941-·42 b,94QJ493 { 120.7
1942-43  8.;681;559'' ''140.6
1943 11· ,.ct:'to· oo· o·  · ·191 1  ~~7-Y., 'I .: • 

1944 12,900,000 221.8 
1945 15,200,000 
1946 l:6,500,-QOO 
194 7 J.~, 6oq, oqq 1948 lo,025;·ooo"  

1949:· 

Sq~~9~~: F.tiOI!l''l937-.38 to .19~2-tf?i·:National~Eamom~··.OC Honlitiras by: 
. Jo~m I}:enessy Jr. 19~3. pn, :rn~e;t";M:~+~l . .Jf~~a.nQiB.-:1. Stat;ist:tc~ .. ···' .. 

. , ·.·':published by ·the ·rriternatiorial· Monetary '·FUria. ·. · · · · · · · 
f·_ • .... • • .. , -. •.• •• ·:. :· •• _ .• . . .. • -·l .... _: ... ,·: :-... ,. .~- -~ •. ·. i . .- _ -# 'I~,...,,.\.:.:

The movement of· de:PC)s:l.ts .frdtri 19'40 to !949 may He seen in·Taoltf·2..
.

.. m..'hlc o ·., ·.D""'tK··""""'~I(ftC! · ..... · .. · .· · . ·.~.C. I./, y, '1•-:. .oJ.~'i ~~ '.UW ,J .... • · r.·, · ·, 

 .Amenmt: · (in ll!i11·1.on . l:iempirati lr; :. 
' 

V-..n·-v»,.,. 
•.J..O~"'-.i;/:1.

l940; 
. )$)41 . 

. ~}3· .• 0 

l942: 
1943 
1944 
19451 

.1,.946 
i947 
1948 
1949 

3·? 4.9 
 1' 6·.

'·• • 

::it~·:
12.2 
12 .. 2 ... 

•• 
Source: International Financial Statistics of the International Monetary Fund* 

Tables 3 and 4 contain. the Balances of the Banco de Honduras and the · 
Atl&ltida. 

There is a capitalisation institution called Cap:ttaliza.dora Hondurena S. A., 

/'table 3. 

. ,..-·~·<' --~·-·---·~~ . r-. :::,_. ~: j;J:z:~~;~~~"ii5'V"'57 
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1abl.e 3-.-~ .Ba~ce of the :B~triqo .<i~.· nondu~as 

at 31st December 1949'·· 

Cash and Banks 

Cash 
Less own bills 

(±n lempiras) 

ASSErS 

L 3,ooo,9eB.19 
' ·11~,265 .. 00 L·2;986;723.19 ___ .... ~.--- • t

II , ;-· . . ·. . . . . 

Foreign correspondents •.••..• ". , • . • • j , o3\\ 119 .. 42 
Correspon.<l,ents,· Deposi~s in Cust'8dy ::~~f(_:i~~~f:-9'.86'. · -~ . ,7,. 714,432,4:1. 

Government Oblic;ations to th'e United st~tes 9~· ~~ri~ " ... ~ .. ?~q,ooo.oo. 

Debtors 

In Current Account 
Accounts receivable 

•••••••••••••• 
•••••••••••••• 

DiscountS •••••••••·•·····~··•···~ 

L 2,007,378.24 
' " l, 814,517.34 

" .. ·252, 624.98 

Letters of Credit •••••••••••••••••••••••••••••••••• 
Ba:lk buildincs ••••••••••• .,. •. ,. .............. "~ • .- •· •' •· • • •· • • • 
Real Es'ta.te ..................... , ••••.•.•••.•.•.•. • •• 
Fui'%11 ttlre ............................ , •••••••••••••• 
Sundry Debtors ••••••••••••••••••••••••••••••••••••• 

Securities end other documents ••••••••••••••••••••• 

LIA:BILITillS 

Capital •••••••••••••••••••••••••••••••••••••,•••••• 
Reserve 

Statutory ••••• ,. .......... ~ • •.• ~-· ••• 
Vol1.Ultary ••••••.••••••••• , •••••••• 

L .. 8441 l51,29. 
II 149,003 .. 16 

" . -~;074, 520.56 

" ·54', 708-~64 
". 285,000,o00 
II 49,555.86 
" t.oo 
" 12, 61-t-O • 7 5 
113,430,859.22 
., ll6,15Q.OO 
L. 13,,1!.7,009.~2 

L 1,ooo,ooo.oo 
..... ''. ,, , .......... . 

.. ' . . . ·' .. ' ~ 

" . .. 993.154•-45 

Creditors in Current Ac~ount •••••• ., •••• , ••• , ...... , • • . . '.'. . . 219,783 ~60 
Sight Deposits •••••••• , ••• ~ ••••••• -. .................... '.' .• 7,518,016~67 
Long-tenn Deposits ....... •·' • ~ ................ , .......... · ~~ ... 4l8, 791.08 
Savings Deposits •• • • • • • • • • • • • • • • • • • • • .. • • • • • • • • • • • • • " 235,899 .• 04 
Exchange Fund for the Lempira·,.~;.~~;.~.~~~;; •• ~~~~ '"' 1,186,129.80 
Creditors in dollars •••••••• ~. , •• • . US • $ . 1001 527 .90 . · 11 

- 2Gl1, Q~~h 00 
Sundry creditors ,. •••• ! •• ··~ •• t •• , ...... ,............... " 1061 514.46 · 

't t ' " 6 6 ·'4 Interes s due and unp~~q. ••• ! ~!,.,., .. • .•. ". •........ . . , .. 0,; 1 3. 0 
Letters of credit •••••••••••••••••••••••••••••••••• " 86,.117.20 
Issue .of ,bi.:,.:t~ . "" •••••• .r. • •. • •· •• ~ ~ • • · 1. !;41'9, 498,00 · ' · .. · · · · 

Lees own bills ····•••·••••••••••• 14,265,00 '' 1,405,233.00 

Deposit of securities and other documents ........... 
L\'13,430, 859.22 

116,150.00 

L 13,547,009.22 

/Table 4. 
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-'!!ble. 4,. Ba:ls.rtce ot the Banco AtlAntida 

At 31st December 1949 
(In Dollars) 

ASSES 

Cash in hand and in Banks ••••••••••••• 
Cash in han.d •••••••••••••. • •••••••••••• 

Government obligations to the United 
States.of ~erica •••••••••••••••• 

Bonds and. shares ........................ . 

wans •••••••••••.• if ••••••••••••••••••• 

$ 765,283.63 
3 J 75? ~1~_!_25 

1,o86;ooo.oo 
437,7?9.74 

984,560.32 
107.,735.71 

$ 4,517,469.88 

1,523,759.74 
6,167,389.08 

Current accounts (with guaranty) •••••• 
Current accounts (without·guaranty) •••• 
Interests d~e to be collected and 

other Assets· •••••••• ·• ••• • ••• , •••• . 49,382 .• 65 .... 1,141,678.68 

Bank buildings and real estate · · 
(After amortization)· ·• ................... ·•·•·• .-•• ······•·· ........ . 

Clients'· responsibility f'oi~ Letters· of Credit 
.., ' ' • • - ' ' •' I. • •' ' • 

Securities and other documents 
1 i • I ' ' , 

2.00 

148,469.§! 

 '$13,498, 768.99' 
2,178~,2g0.27 

$15,676,989.26 

 · L!ABILITm3· ·

••••••••••••••••••••••••••••••• $ 1,ooo,ooo.oo Capital 
Reserve 

············~················~· · · · · · l; ooo~ ooo.oo· · · · · 
Undistri buteo_ profits , • ~ .......... ,. •••• . ' .. 984,898 .35' ' $. 2,984,898.35 

Dividends paya b1e ••.••••••••••••• ·~ · ••• ·• ·; 
Interests payable ••.••••• ·~· •• ··; •• ;.·.·· • .-~·~. 
Unpaid Interests •••••• ; •• ·•·•·• :.·~· • • ~ ·• ~·.·; 

'' 

30,055.00 
I' • • ' 535.52" . t 

.. ' . . . 11~22b'.90 
~ - . . . . ' . . . . . . . 

Bills 'in. Circulation ••• ,. .............. •·•• ... ,. .............. •· •••• 
Deposits· ••• ~ •••••••...•.•• ~ ••• ·• ••••••••.•••••.••.• ~ '• · •••.•• 
BanJ.(S ana •. Correspondents. ·~. ·• ·• ·• -. ·• ·•·• · •• ~ ~ ~. ~ ·• ~ ·• ~. ~. · •••• · •••• ~ · •. 
Letters· of Credit •••••• ·• ·~ '•. ' •• '·. ·• ~ · •• · •• ·• ~ · ••• ·• · •••••• • ••••• ~. 

' .. , . .. ' . '• ~ 

41,817.42' 

898,975.75 
9,367,286.37 
. . 454.56 
187~096.87 

Items in transit • • • • • • ... • • • • .• • • • • • • • • • ... .... • • • ... • .. • • .• .. .• ... ... . . 18& 239 .. 67 
I' 

Deposit of securities and other documents 
$13,498,768.99 

2,178,220.27 

$15,676,989.26 

/III. THE lWHGNG 
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The State :Banks 
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At the end of 1949 the International Monetary Fund, at the request of the 

Government, sent to Honduras a mission to advise the Government concerning 

banking, monetary and credit reform. As a result of this, there arose the 

proposal to ~rganise ·the Central Banlc and the National Development Bank as 

autonomous State Institutions. 

A. The Central Banlc· 

Capital and Administration: The Central :Bank has a capital of '500,000 

lempiras paid in by the State. The private :Banl-=s already in existence did not 

provide any contribution. The utilities of the Bank vTill not be paid: to the 

Government but will ser'Te to increase the capital imtil this equals ten per cent 

of its assets, and in ~rder.to form a Fond6 de Valoree (Securities FUnd). 
The Board of Directors is composed as follows:·· 

a) The President 

b) The Mirlistro de Hacienda (Minister of the Treasury) (ex-officio member) 

c) A representative of the Banco Nacional de Fomento (National 
Develo:pment Banlc) · 

d) A representative of the private banlcs 

e) A representative ·or the economic forces of the country; aericultural, 

stockbreedinc and coznznercial associations. 

The President and Vice-President of the Board are appointed directly by the 
President of the Republic. 

Chart I. Organisation of the Central Bank 

Issuing 
Department 

Superintendency 
of :Banks 

Foreign Exchange 
Department 

BOARD OF D:ffiECTORS 

PRESIDENT 

Manager Loan 
Committee 

Internal 
Auditing 

Department of Credits 
and Securities 

Department of 
Economic Research 

The Board has the power to: 

a) Determine and direct the monetary, ··credit and exchBnr,e ·policy of 

/the Bank 
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the Bank 1n accordance ~th the precePts of this law, constituting itself into 

commissions tor the study of concrete problems when this should prove neces~. 

b) Dictate the regulations which may be necessary for the functioning of 

the Bank, submitting them in the oases specified under this Law; to the'approval 

of the Executive. 

c) Prepare the annual buaget. of ~ :Bank'' a income and ex:pend{ture. 

d) Ap,Prove: annually the Report, th~ balance sheet and tlie ~ofit and loss 

account, as ·well e:s· approve the amort1sat1ons of·assets. 

e) Appoint, suspend or remove the Manage:rt, and~ oh hi's proposal, the heads 

of de:pa.rtment and advisers. 

. f)' Appoi'nt: the members of the· Loan· Committ~~ and fix the iimi ts of 1 ts 

·6perations. 

gf Dictate the r~le~,. limite and general conditions for the darryirlg; out 

cif the Bank's ·operations 'and. to designate, on ;the Manager•·s proposal·, the 

employees who nia.y auth~ris~ · these, . : · · 

h) To consider and r~solve credit applice.tions from the. Go~emme~t, . . ' 

municipalities and District Co~cils, as well a~ official inst~tutians, and to 

authori.se the operations. on the o]?<tll mal:-ket which may be ?arried out, either for 

account of the Ee.nk or for the Secl.ll'i ty ?Und after heartnk the report of the 
T.nOY'l f"t -'"""'"~ ,_ .............. 
---........ V V.&J.U.U..L. \.1 Vt:;1ti •. 

i) To appoint correspondents abroad and to establish or close branches, 

agencies and correspondent~ within the country. 

j) To revise periodically by ~eans of a commlesio~ from among its members, 
" ',, . ~ ' 

the re-discounts, d.iscounts, advances, credits e.nd other operations effected 'Qy 
. " '• 

the Bank. 

k) To exercise the other fUnctions and faculties accorded to it under the 

Law and Regulations. 

Departments 

The Central Bank shall have the following departments:·: ·· 
a) Superintendency of 'Banks 

· b) lseu1ng Depa.rtmen~ 

e) 'Fo.~eign Exchange L~partment 

d) Credit and eee~it1es de~tment 

/e) Auditing department 



_e) 
f) 

Auditing department . 
Economic research dePartment 
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Eaeh of these departments have the functions indicated by_ ~heir denomination. 

Operations 

The Central Bank law contains pr~vision with relati~n to: 

1;3.) 

bl 
c) 

Banlc notes and coinage issuee 
•. ,.'' 

Fore'ign ··Exchange operations 

Credit operations 

The credit operations that the Centr~i B&ll: can perform are the +ollowing: . . . . 
' ' . 

Article 37. The current credit operations _that the Central ~c c.an 

perform with the bankin'g institutions of the country are the f'ollo:\'ring: 

a) "Rediscount, discoti.nt, b~y and sell bills. of ·excha.pge,· promissory notes 

and other credit documents, provided they ~e ·relat_~d d.irectlyto the_ pr~duction 
or processing of agricultural (including livestock). and ind~strial ~qducts, or 

• ' ... • • ' ' • : • • ' • • • ¥ • • • • • • '· ' • ~ ·.:·· • •• '~' .. ··; ·~,··: .::; • • •• • 

to the importation; exportation, buying, selling or tran_spo~ of J?.rimary prod.ucts, 

of semi proe~ssed pfod~cts, proces~~d-products, and mark~table ~oducts; or to 

warehousing in li&thori·zed warehouses or in'·warehous.es that present. conditi~n~ of 

safety, of ~riculturai (including' livestock) products, industrial pr~ducts, 
primary commodities and import and export goods, which can be .. easily kept,. 

• • . •. ,j ... ~·'. : • • • • .-

provided. they -~re. dUly in!JU."t"ed. · . . . 

·b). ·Grant advances with guarantees in the fo~ .of docume~t~ enume;at~d in 

a), or witli the guarantee of deposits iri current account, p~ovided that the 

products of the loan are desttned acootding to the provisions of paragraph a) 

above. The balance· shall be certified· by the accounti3.rlt and the ~ger of the 

respective-institutions a.nd:by the superintendent of'banks •. 

In cases of·emerr-;ency the Central Bank can grant temporary advances to the 

Banks vrith such -guarantees it deems appropriate. · 
.. ' • ' . ; .... ' ' .' ,. .· . ' .. . < ' . ' 

The bank may buy e;overnment bonds up to 15% of the entries' of the Treasury 

and pro.vided they are accept·ed by the Board of Directors. 'The Barik' may issue 

"Frozen currency certificates" of national or foreign currenciesfor·sale to.the' 

public or to the banks with a view to stab.ilizing the 6urr€mcy. In oruer to 

maintain the liquidity and stability of thee~ certificates, ·the .Bank shall have 

a "Fondo de .Valoree" (Securities Fund) ·which will' h~v~ the following entries: 

/a) The profits 
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a) The profits of the bank which, according to article 50 ca.J:{ be 

used to this, effect. 

b) The profits of issue as provided for under article 50. 

c) 

.Budg~t. 

d) 

The sum~ that the government earmarks to this effect in the 
' 

The profits that are derived from the operations made ~ith the 

Financial means of the Fund. 

The Bank C8Il use t:qe Securities Fund for the following purposes: 

a). To buy ~d. sell .in the open wke't government bonds at a fixed 

rate of :j.nterest ;tssued and guaranteed by the government. These 
~ . ' . . 

oper,.at;iqns. w,ill be done ei~her d:j.rectly or through agents with the expre'ss 

.end,_ of ,:l,nsuring.at all times aliquid market for ·the holders of these bonds 
. ' . ' . . . . . . .· 

at rates. t.hat protect the latter. .. ' . ,, . 
.,b) To ooape.rate in. the p~oduction activity of the couritry buying 

'. . . r • ' ' ' 

mortgagesecurities representing the :promotion of those a.::tivities·when they . . 

.. have been iss\led and are guaranteed. by banking institutions of the. country, 

up to a ~~mum_·. ~oun:t. ~~ 40 .;per ~~t of. the mortgage lo~s of the issuing 
~ . . . . . ' . ' 

banks •. 

c) To oo~te policies with respect to issues of securities· of the 

State, p;~.bl:l.c ontities and state and semi-gover:nin.~nt~r-bfll'lk.llis institutions, 
~ . . '·. ., < ' ' . . .. - . . ·. ' . . . . 

as well as of. private e~ter:prises, in o~der to make sure that these issues 
. . .' .' .· ·' -': .. . . 

are. in .prOJ?ortion to thq market's absorption ca;paci ty, 
. ,,. . . . . '. ' . . .· ' . . ' . 

· d) To. stimulate sa,ying~ by the :pu'tllic and their productive investment 
. . ~ . .. : . . . . . ' : . . ' .. . 

in liquid securities 1 ;for which :purpose it .shall p:omote the formation of a . ' . -. ' . . .~ : ' 

}?;road rnar}t~t with unif,o;rm.and. mod~rate COlTJI!lissions, and :publicize the quotations. 
• • ' I' • < o ' : • ' ' • ' ! 

The Central Bank may, also, act as agent for marketing the debent'¥'es .. ~ ~ . . . . ·' . ' . . ... ) . 

which it i.s au~;\oriaed to acquire with the. Fund's resc_:Jurces, and shall at· all 
time~ be re&dy. to sel~ to the :public the securitit;JS. wh~ch it hB.s acqu:I,red. 

Control of Bank.Credit . 

The Centra.J. B?Ilk is under the obligatio~ of con'4rolling the volume o:f 
. . . . . ., . .• 

penk cr.edit in order to a,voi<i inf].ation~y or det:latiop,ary tendencies anrl tl)us 
.. . ... ·.' '• '· ' : •, ' .. . '. 

gu.EJ,rantee the -economic stability .of the. cQu.ntry. T9. this ef'fe.ct the Bani~ ma,y: 
. ' . ., • ~ , . . • r, • • , ' •. 

a) Establish maximum rates of intersst and commissions which the banks 

may ;pay or charge for their lending or borrowing operations. 

/b) Establish the 
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b) Establish the percentages which the banks must maintain among the 

different types or·ciitegories of loans·and investments and their own capital 

and surplus. 

C) Set maximum percentages of ·increase over time for portfolios Gf tho 

different categories of loans or investments cwhich the Central-·Bcm.k may 

establish. 

d) Establish ceilings or general limits for portfolios or for the 

different categories of loans or investments which may net be less than the 

amount of the portfolios of the banking institutions involved on the date the 

measures enter into effect~ 

Minimum Reserves of Banks 

Banks operating in Honduras will have reserves in :proportion to the 

amount of deposits. Reserves will consist entirely or partly of sight 

deposits in the Central Bank. The B·oard will establish tho minimum amounts for 

tho different types of deposits, and with "this· object in vitM is authorised to: 

a) Determine the amount of minim:um lig_uid assets between 10 and 50 ' 

per·cent, determining likewise the proportion to be kept by the banks in their 

vaults ca1d the proportion to. b.e deposited in the Central Bank. 

In the case of minimum lig_uid assets assigned in forei@1 currency, the 

percentage can be raised to 100, 

b) Determine the lig_uidity of the assets up to 100 per cent on any 

future increase of bank deposits on tho date such a resolution is taken. 

c) Decide·what kind of deposits and other obligations in national or 

foreign currency (either on account ofbanks as institutions authorised to deal 

in exchange), are subject to minimum liqUid ascets~ 

The Bank and the Government 

The Central Bank will act as banlter and fiscal agent, as well as 

economics and financial counsellor of the Government and of the State and 

somi-govorrunontal bodies. It will also represent' Honduras in tho ID.te.rnational 

Monetary Fundo. 

Superintendencl of Bunks 

This will be directed by a Sup~rintendent who will remain undor tho 

administrative control of the Manager of the Cent~al Bank. He will be in 

charge of: 

/a) Fulfilling and 
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a) Fulfilling and 'enforcing all laws, regulations @d: resolutions 

taken by the .Boatd affecting: b~s ·or other- ,inst:ttut1~- authorise,d to deal 

in foreign exchange. 

b) Inspecting and controlling their -activities by. mea.nt;l, of inspections 

and. revisions, being ·fW.lr 6\lthorised to request·. frOlli- them. any ·informat~pn. 

which is indispensable - in his opinion - for fulfilling his duty. 

c) Suggesting to the Manager of the Central B8Pk the appointment o:t' the 

personnel· he requires. 

d) Keeping the· President of the Central :Sank. and through him the 

Board, up•to-date on the legal situation and all re~ations and resol.utio!l~ 

applicable to the institutions under his jurisdiction •. 

e) Keeping in pel·man:mt touch with the· 'directors of tl;lese institutions 

in order to; inform them, warn ·them or demapd :f:i:'Oiii them the fulfillment of the 

legal requirem,3nts or regulations and Board resolutions •. 

: - f). .. Gompiling bmlk and. ex-Chango statistics by obtaining all essential 

data f:rom the banks and institutions under his jurisdiction., in ord:er to 

fulfill the ta~k of the Central Ban.k and the Su:perintendent' s .·office itself. 

B. The Banco Nac·ional de Fomonto· (Naticnal Devel-opnont Ba.nk) 

Finances · 

The National Develo:pment Bank is an autonomous State InStitution whose 

duration is· indefinite, the -purpose. of which is to contribute to 'the 

development o:f national proJ.uction and to the raising of the. standard: o'f living 

of the- J?eOple of Honduras. · The :principal object .of the Banking reform h('l,e: been 

to create a n:ew sourGe o:f. credi't .for.· investments by means o·f this Ban.kl,i iJ:l: order 

to take care of those aspect a whi:ch ar,e Ill;}t' served. or are .inadequately served 

at the :present time. 

The initial. capital of the Bcmk is .ar ou.nd · one and. ~a --half'· mill± on. Lempiras, 

that had been collected by the Government •. Moreover, . the . produ:ct of. a surtax' 

of lO per cerit on import duties,_. plus. l:5 per- oent· of the recently ,es.tabli~?hed 

income tax is to be used specifically for the purpose of increasing this. :&mk..' s. 

ca:pital, 

Since the market for c¥pital .in Rondur·as is very lilnit.ed., the Bank ··a:t· the 

beginning will ·:rrave to keep i t>s .actiV.ftfes '•W'1thm its ovm .·-working capit·al in 

order to attend to the demand for those credits which technically cam1ot be

discounted or ro•discou.nted in the Centrul Bunk. It is hoped in this vtay to 

/avoid 
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avoid thd Development Baruc being obliged to exert pressure on the Bank of Issue, 

as is the case when bsllks operating on medium or long terms cannot attract private 

savings. In the course of time a propitious atmosphere will be formed, and this 

will provide the opportunity for developing the issue of long-term mortgage 

bonds.' Moreover, private savings cannot be attracted by investments in b~ds 

since high rates of interest are obtained by direct loans. , However, little by 

little it will be posoible to issue bonds as the number of direct operations are 

absorbod bY' the Bank. 

The Bar.Uc's 'Capital is divided up according to tho following scheme: 

(1. Account for the Department (1~ Short-term Section. 
( ( 

CAPITAL ( of Credit and Operations. (2. Medium-term Section-

~2. Account f~~ the Department ~3. Long-term Section. 
( 
( of Developm8nt. 

The proportion to be allotted to each account will be decided by the Board 

of Directors. 

Board of Directors 

It consists of ten nembers, as follows: 

a) A president, ~ppointed directly by the Government.· 

b) The Ministre de Hacienda (Minister of the Treasury) (ex-officio 

member). 

c) The Minister of Agriculture and Development (ex- officio member). 

d) A member nominated by the Central Bank. 

e) A member nominated by the priva.t,e banks. 

f) Five members nominated by the Government from candidates 

proposed'bY the agricultural, stockbreeding, cammercial and 

industrial organisations. 

Owing to the various functions given to the Bank by the law, it was 

considered more convenient to establish a numerous Board, 

representatives of the live forces of tho country. 

The duties of the board are the following: 

which should include 

a) To determine and direct tho general operations of -:the Bank in 

accordance with tho precepts of this Law and its regulations. 

b) To dictate the regulations which may be necessury for the functioning 

of the Bank, submitting them in the cases specified by this Law to the approval 

/of the Superintendent 
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of the Superinteudent of ·Banlcs or; of the Central Bank or of the Executive, as 

may be required. ··· 

c) To approve the Bank's annual budget of entries and disbursements. 

d) To approve annually -the Report· of· -the Institution,. the General 

Balance· and the Profit and-Loss Account, as .. ,-rell as to apprO:I!e the- distribution. 

of profits in accordance- with the Law •. 

e) Tci nominate, suspend· or remove the Nanager, and at the suggestion o.t: 
the latter, the Heads of Sections and Divisions, the members cf the-.'l'ec.hnical 

Assessment: Division and· the other senior ste.f.f of 'the Institution. ·' 

1') To appoint:; in ac-cordance with the: La"t-r, the met11bers .of the com:mi ttee 

of Development and of Credi:t and Operations and any others which the Board of 

Directors itself may decide to establish at the proposal of the President. 

g) To resolve credit applications presented to· the Bank arid to define 

the limits and conditions under which these may be resolved directly by the 

Committee of Credits and Operations; ·by-the Manager of. the Department concerned 

or by other senior staff of the Bank, as well as to fix the rates of ·interest and 

commissions which the Bank shall charge on its operations, >-rithoui;; exceetiing -~~e · 

Ina.Xiluum limits fixed by the Central Bank. . 

h) To revise monthly the composi tiori of the Portfolio of the Bank arid to 

know the estimates of funds ·available for investment, and on·these· foundations, 

to determine the activities which should be given preference in ·•the granting of 

credits fixing·maximum liin:Lts ··for each economic branch or activity/ if this. 

should be necessary. 

i) To fix the margins of guaranty, "bhe norms ·or valuation, and the other 

conditions inherent in the granting of loans. 

j) To consider the reports prepared by ·the-Technical Department, which 

may be presented through the President or Manager-, ·a.nd which have been previo~sly 

studied by the relevant commiss1one. 

· k) · · To approve the ·opening of Agencies and Branches; cif the Bank within the 

country to draw up their regulations and nominate -their authorities in 

accordance with this law • to noraina.te covrespondents abroad and within· the 

country to accept corresponderic·f.es from within· the· country and f.rora 'abrOad .. 

l) To consider end approve the :annual Budget of the De:VelO.pment ·FuM~· and · · 

the distribution of· the annual contribution :from 'the State; in ·ac'cordanoe -vrith 

tbe precepts of this law, and 

/m) To resolve 
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m) To resolve any other Ula.tter whose decision may be required 

under this lavt and its regulations and in general to exercise all.the funcGions 

necessary for.the better fulfillment of these. 

Internal Committees 

For the better fulfillment of its duties, the Board shall be orge.nised. 

in cormu:tttees which shall study those matters >-Thich may be submitted to them and 

shall inform the Board. Two committees are obligatory, as follows! 

1. The Committee of Credits and Oper'a.tions~ which shall be composed of the 

Director elected by the private banks plus four members .~lected by the Board of 

Directors. from among its members. The Manager of the Department· of Credits and 

Operations shall :be an ex-offi.cio ~~ber wi~h a ~t~,· and the Heads of Sections 
. '· 

shall act as :permanent couns.ellors. 

2. · The Conmittee of Developuent,. which shall be composed of the Ministers 

of the Treasury and of Development and Agriculture plus :3 regular members elected 

by the Board f-rom among its members. T,he 1-l"!.uager of the Department shall be an 

ex-officio member wit.h a vote and .the Heads of Sections and of the Technical ·' . . . .. 

Division shall act as yeru~nent counsellors. 
Charts Z and ) show the orsaru.zat101;1 of the Bank and the functions of its 

various dependencies. 

The President: 

The President shall have the ~allowing duties: 

a) To lJropose to the Board of Directors the measures or resolutions which 

in his judgment may be convenient for the better fulfilliuent of the airnp of the 

InstitJ.ltion. 

b) To inform the Board of Directors, at each meeting, concerning the 

affair~ which may have grea:test importance for the function].ng of the Bank. 

c) To propc-.:::e to thr- P:::.,-,,:cd ,..,'!' Directors the n·-"l:J nr··~::.o'1 of the 111anagers of 

the Instituti()n an<:: the c.rYh;):•<t:,.,.J:-:>. Oi,. thE.· C.;n1r,~: s':l ··:.-,~=- 1:·-ol.t:r,.~:i.ng to it. 

d) To .guide and supe:..'\"2.~!'~ t:lh high;r c.c.ti~J :!ist::::ti:m <lf the Bank and. the 
' ' ,•\ i' 

fulfillment of the Law, the regulations u.nd the decisions of the Board of 
·, 

Directors. 

e) To resolve, in the last ~ase, those matte:r:s -vrhiclf may not be reserved 

for the decision of the BoarU. of D:i.rectors itself. 

f) To exercise th~. legal r~presentation ..of the Banlc, jointly or separately 
. . ' . . 

with the Ivla.nagers, b~ing able to delega,te this representation only to the 
. . :, 

/Vice-President 

\. 
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Vice-President, except in. ~hose case13 i_n ):Thi~h h.is i-p.terventicm 1s obligatory 

by lav. 

g) To direct the relations of. the .Bank 13-niL tbe. Board of Directors with 
'.,. ' ' . 

the public authorities, with the banking system and with international ·
' •V·~ 

organisation, .and, 
. - -

h) To exercise _all other ,functions whieh, may pertain to -him under the · · 
~ : ' ,. ; ·. . . ~ . . . ,, ' . . . . .. ' 

Law, the regul~tipns and the Q.ecisions .of tl:;te Bo1;1.;r-d of· Directors • 

The Managers; 

ThE) ;Bank shall have two mana.ge~~s norn~r)j9.t~d::by _the Board at the proposal·'of . . . . 

the Pres~dent of the Board. · Th~y shall_~ :t:~p-pon.s;tble·: for the functiontng of 

the Bank in t~1eir :resP,ectiye .d~part,ments. Their duti.es are .as follows: 
' . . .. 
a) To direct the execution of operations, .of .their respective deiJartments 

and supervise the observan.ce. ()f the. La:vr 1 the· regulations and decisions of the 
. . . . ~ 

Board of Directors. 

b) To report daily to the Prepident concerning the running of the . . 

Departments and t_o submit to· the cohs~del"8:tiop. of the .Board of Directors, at 

least once a month, a report on the fi~nc.~l position of ·these departments. · 

c) 'l'o propose to the Board of Directqrs the nomination,. Suspension or 
removal of the Heads of Sections and the assessors of the Bankl and to nominate, 

suspend, or remove other functionaries or staff in their respective De'l;>artiuents. 

d) To exercise the legal .representatiqn of .the Bank, ·jointly or:· separately 

1-Tith t~e Presi?ent, according to the regulations and decisions .of the Board :of 

Directors, being permitted to" d~legate this representation to a senior. functionary 

of the Bank, except in those cases in which their own intervention is required 

by law. 

e) To confer and revoke power fo~ covenants to persons foreign'· to the· 

inst::\.tution. 

f) To submit annually to the Board of Directors, through the President, the ... 
budget, tbe general balance, the profit and loss account and the reports of their 

respective departments. 

g) To form part of the Committees of Credit and Operations and of 

Development and to present for their cons;i.deration those matters i.,hich raay be· 
,. ' 

vri thin their powers 1 and 

h) To. exercise the other functions and faculties authorised to them by the 

Law, the reguJ.at:i,ons and decisio:q.s.of the Board of Directors. 

/pef!:J::tmentalisation 



Departmentalisation 

The ·Bank.is divided into the following Departments; 

(a) Department of Credits and Operations; and 

(b} Department of Development. 

DeEartment of Credits and Operations 
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This department is the most thoroUSh whieh tllo l'fat1otlal Development 

Bank effects the follO\-Ting operations: 

{a} The granting of short, medium and long term loans 

(b) The acceptance of sight, savings and long-term deposits 

(c) The issuing of mortgage bonds and those with property guaranties. 

This department is divided into two sections, as follows: 

(I) Short-term Section 

(II) Medium and Long-tenn Section 

Each section shall keep independent books, and their capital, reserves . 

and operations shall appear in separate balances. 

Operations 

The active operations which these two sections may undertake under the 

Law are as follows: 

l. Short-term Loans. 

l) These loans are used to cover the expenses of cultivation, processing 

and other agricultural, stockbreeding or industrial activities. 

2} To purchase seed, raw materialc, disinfectants and rapidly 

assimilated fertilizers.· 

3) To harvest. 

4} To acquire cattle for fattening. 

5) For the ruanufacture, processing, transport and preservation of 

agricultural, livestock or industrial products. 

Tern1 

The cycle of production or operation, l-Ti thout exceeding 18 months. 

Guaranties 

Agricultural and industrial products deposited in the General Deposit 

vlarehouses, \·rhich offer security and have been previously occupied. 

2. Medium-Term Loans 

These loans are used for: 

l) For the purchase, use, renting or re-purchase of agricultural and 

/industrial 

-~~.~~<~:;~~~~~;~;~$~,~Y'.,~~·,<l).', 
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' 
industrial implements, instruments, to~i~ and spares J fertilisers l-ThiC!h are 

slowly assimilated, an~ls for d.J:'auSht or b:reedixag ~·~ O&ttle for 
reproduction. 

2) 

3) 

4}, 

For the soWillg of permanent crops. 

For the opening up or improvement of ~ra"Ql.e. lands• 

. For the:' purcha;se o.r installation· of' agricultural a.nd industrial 

wachinery or 'rorking effects and material improvements which will directly 

affect the development.of the production of .Honduras. 

Term 

~ot more than. 5 years except for loans granted for the breeding of fine 

cattle, plantatip,ns t-Thich commence to produce after the expiry of this period; 

and the purchase or installation of improvements with a ·slow amortisation, which 

may exceed 7 years. 

Payme~t~.· 

By periodic amortisations which·may·b~ deferred until the investment begins 

to produce. 

3. :4ong~'l'e:r:m Loans: 

These are used for: 

1) The acquisition of agricultural lands. 

2} Tl/.e fulfill.Lnent ·of productive agricultural taslts. 

3) The puJ::chase or .construction of buildings 'for the establishment 

of industrial pla~ts, warehouses, workshops, etc. 

4) The construction of collective dwellings for workers. 

Term 

Not less than five years nor more than'25 years. 

Guaranti~s 

First mortgage on real estate situated··n1:thin the territory of· 

Honduras. 

Norms for.credit 

The Board shall fix from time to time the margins of security and 

pattern~ .of valuation for loans. In no cas·e may the amount of a loan exceed the 

follm-Ting lim~ts: 

a) 100 per cent for loans guaranteed with value such as·shares and 

debentures issued '1-Tithin the Republic by Limited Liability coiapanies or on 

r.1ortgage bonds i~sued by the Bank itself. 

/b) eo per cent on 
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b) 

c) 

8o per cent on loans guaran·teed by LlQVable goods. 

6o per cent for ~oans gua:rant:ee~. 'tvi:l;h mortgages. 

The valuations of the guaranties 't-thich the Ba?k may malte before_ granting 

loans shall be based on the value of the income and annual yield of the . ' . . 

property offered. In the case of real estate, when the valu~tions exceed the. 

declared value for the payme~t of taxes_, this last figure shall be the one to 

be taken into account for fixin~ the jlper cent. 

The applications for credit should expre~s clearly the au1ount requested, 

the purpose for vrhich it is to be usedJ the gu.a.ra.nties offe:r:ed, the term and 

the forr,l of amortisation, as lTell as a statement of.. the goods·,. incOLle and expenses 

of the ,"':p(";.:2.c:-:.nt·. The data shall be given under oath and shall ~e strictly· 

confident.'.al. 

The sums granted shall be thos~ strictly.necessary for the achievement 

of the aims decJ.e.:-ed. :·7 

The Banl~ may control ·che use of c1·edit by means of its agents. If the 

client s:.1oP.J.d refuse to give information for pu:rposes, of control, the terr;1 

shall expi:r:·e and the obligation becomes totally payable. 

Any transfer in the ownership and constitution of new burdens on the guaranty 

should be consulted vTith the Bank, the term expiring if this requirement is not. 

fulfilled. 

Lon[,; term credits are paid by monthly, six-monthly or annual quotas. 

Each quo'~a cor.1prises . the payiilent of cap:!. tal and interests. The Bank shal,l 

prepare tables and give the c}.ients forms describing the sums paid. 
I . • 

The clients may pay the long-term obligations in currency or in bonds at 

part of the series corresponding to the loan. 

Mortgage Bonds 

The Law of the Develop4\ent Banks forese.e~ tha;~ the Institution will issue 

lien bonds and bearer mortga.ge bonds which shall be transferable and negotiable 

by simple tradition. Above ·i.;he real guaranties of' the mortgages and liens 

constituted in the Banl<:' s favour, the b0n<;1s and bearer bonds shall enjoy the most 

comp~.ete subsid~_H.:::y gu.u.:rantee of the Stat.e. 

P-~J?~I'~~~::_ .<?.:r._~e·;}':?~~p~_er:! 

This Departtuent is the unit< by means of which the Banl~ may effect tne 

followi~~ op~ra:ii'~-~s~ , . 
\ J; 

/a) Participate in 
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a) Participate in fol"nling -the whole- or'~t of··the capital of private, 

public or semi-goverrunental enterpris.es 1 ~F -well: as purchase and gUarantee the 

obligations whi·ch these may issue. ···. · 

b) Sell and place·shares and obligations·of'--the enterprfses'indicated in 

the Preceding paragraph. · 

c) Organise and participate in the organisation and intervene in 

enterprises and companies related ·With the aims 'of' the ·Bank. 

q.). Establish, ]?atronise:arid direct research·and··experimEintal service·s, 

surveys and scholarships~ ' 

e.) Direct -development projects and· works for the account of the Goveriuuent 

or of third parties., 

f) Import, export, buy, sell, rent, store, and transport machinery, too]Jl, · 

working tool?, seed, fertilisers ·and fr:\,Utsor :products in general. 

g) Serve as a coordinating body for the Government 1 s economic· 

development poli,cy •. 

h) Act as th.e.Government's financial ·agent in the contracting of' foreign 

loans to be us eel for economic developtaent, and to represent· it before ·international. 

specialised agencies, subject to the· previous approval-of the Banco Central of 

u~--'~··---,LJ,V!J.U u.J. a~ • 

The Development Fund shall be used exclusively for the aims indicated bf· 

the Law ang the.resolutions of the Board -.of Directors regarding this should be 

taken in cqllaborahon with t.he ·Committee of Development and' subject ·to ··a prf6r ·· 

report fror,l the 1:echnical .Divis~on •.. 

Budget 

The Board of Directors should approve-an annual budget ·of expenditures which: 

in the aspect of Econonlic Development, shall be the Bank's plan of actioti for 

the Fiscal Year. The. Budget -.shall couprise:-

'l'~chni cal.Servi ces 

S~rvey and Planning 

Training of technical staff· •-

Own investments of a productive nature 

Sp~~~~~is~~-§~rvices 

The Bank shall .es.t~blish, . maintain: and operate/, alone or in c()ope~tion with 

official or private bodies, in Honduras o~ abroad, specialised ierv1ces for 

assistance and technical research in the various agricultural, stockbreeding and 

/industrial 
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industrial branches. These services should cover: 

a) 
. ' . -~.. . . ' ·: ' : ! 

Agricultural and Livestock e~erimental stations; laboratories for 
~ • • ' , \ • ... • o' • I o ; ~ ' • • , f '. 

industrial experiments; agricultural mechanisation stations; production, import, 
• • • ' ' • .: . .. . • : :.. • .: ! • • • : • .:~ • . • '', ; . ~ 

export, buying and selling of good quality seed, fine stud aninia.ls, disinfectants, . ' ' . . . '. . .·. . ,. . 
fertilisers, agricultural implements, etc; plant~ for storing grains, and ail· 

activities directly conne~ted with the aims of the Institution. 

b) Technical advice to farmers, .stockbreeders. and indu~trialists on 

matters such as production and standa.Tdisation methods, the organisation of 

enterprises and collll)lercialisation of ])reduction. 

c) Technical studies on the country's ~conomy and natural resources; 
. . ' 

improvement of the compilation of statistics on production, consumption and 

investments; all this bearing in mind the convenience of not duplicating 

similar tasks of economic r~searcb. ~ing carrfed out by other bodies,·and 

d) The granting of speciali~ation scholarships abroad, to be given to 
. . . . . 

ltoll.d.uraus, with the object of creating gradua.'ily the tedmical staff vThich may be 

necessary, 

Techrical Services for the State 

At the request of the Government pr any of its dependencies~ the Bank shall .. 
lend technical assiste.nce at its own expense or the expense of the Government in 

order to carry out research on.plans for economic _development and to realise 

special services on production, organisation and administration of enterprises 
. . ' . ··, . ' . : . 

operated by the State or belonging to it. 

Adrninist.ration and Execution of the Taslm and Projects for the State's account 
. ' ~ -

The Bank, at the Goyernment' s suggestion, may prepare plans' and "t-Torks for 
I, . . 

electrification, drainage, irrigation, colonisation, communications, h~alth' ~tc •
• .

Participation in Enterprises , 

The Bank may operate, establish directly or indirectly, finance and 

participate in agricultural, industrial, stockbreeding and transport enterprises, 

supplying part or all of the capital or acquiring shares in such enterprises. 

These investments shall be made vri th resources from the Development Fund under the 

following conditions: 

a) That the enterprise in question shall be highly interesting and 

beneficial to the country•s economy. 

b) That there shall exist a favourable technical-financial opinion, given 

by specialised staff of the baru{ itself or foreign to the Institution, but 

recognised by the 'latter. /c) 'l'lJ.a;~ even when the 
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c) That even when the Bank, d6es .no-t establish th~ entE:lrprise on its mm 

account it' 'shall ass\.tre a convenient degree of partic;i.patiqn in the technical 

or El.dmini.strative'managetrient of the same, and 

d} · :.·IJ:iha:ll the· principal activity to which the enterprise. is dedicated ~hall 

not .:have 'been ·advanced· to a great d~ee by .private,ent¢"p:r:·if:!e. 

Technical Division 

The Baril~ shall have ·a special division authorised t.o:. 

a)· Prepare and subrai t · to .the· Bank authorities the . Project o;f t,he Annual 

Budget of Distribution of the Developraent~nd; 

b) 'Advise the Department Of Developmentr the Managey, th~ Board: of ,Directors 

and the other·Dependeacies and-Authorities of the Bank.regarding such.technical 

problems ·as these may·submit. 

c) ·Propose to the Departrilertt of>', Development t]le conducting and· 

realisation of studies and projects related to the aims· of· the Bank. 

This Division shall have ·experts on ~che .following subjects: 

Agriculture and Stockbreeding 

Industrial technology 

Ecdnomics and·statistics 

·,Banking oreanisaticn and """\o"U"!!r.r:l...; +- __ , .l --.
'Wol..'w ....... ..L.\.1' j:JU ..... ..L\;;J 

'Natural resources ·and. ·planning 

Organisation and.administration of·enterprises. 

It shall also have a library specialising in the,subject covered by it. 

Branches anCi.Agencies 

The Bank shall.establish branches and agencies in those places which it may 

consider· necessary for the, fulfillment of its. aims •· The: work of :these is 

ooord1~tod in the Division ot B:ranobee end Agcnoie~ •. 

.. I APPENDIX A 
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PRINCIPAL BRAl1CHES OF HONDURAN AGRICULTURE 
~ 

The area under: ~ultivat.io~ in IIonduras dul"ing thel943-44~j economic 

year was of approximately 348,000 hectares as is shoWb.. in table A-1. 

Maize 
Coffee 
Maicillo. 
Bananas 
Beans 
Sugar cane 
Rice 

Totals 

~·A·l 

Al\FA UNDER CULTIVATION 

{Hectares) 

155,090 
6o,538 
42,074 
38,44o 
25,440 
17,333 

9,085 

L48,ooo 

 Source: ·National Economy of Honduras 
by John F. Hennessey, Jr~ 

Maize and beans are the principal subsistence crops. Production of 

sugar is insufficient to meet the needs and it is necessary tq import this 

commodity~ Bananas· are the most important commodity for export. Two u.s. 
Companies 11The United Fruit Company" and "Standard Fruit Company" have large 

scale plantations. Bet~·reen 1929 and 1938 Hondu~as was the most important 
" . . '. 

exporter of bananas. At the beginning of that period it exported 291000 1 000 

bunches per annum, but there was a fall in production after 1935 owing to 

"sigatoka" • Scientists have found that this disease could best be controlled . •· 

with "Bordeaux Hixture". However, during the· second Horld War exports decreased 

again owing to laclc of sea transport. E.xports during the 1932-33 to 1944-45 

period are detailed in Table A-2. 

1/ National Economy of Honduras by John Hennessey, Jr. is used throughout this 
- study. Although it is a relat~vely. qld publication, it has excellent 

information. 

/TABLE A-2 

-
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Years -
1932.-3} 
1933-34 
1934-35 
1935-36 
1936-37 
1937-38 
1938-39 
1939-40 
1940 .. 41 
1941-42 
1942·43 
1943-44 
1944-45 
1945 
1946 
1947
1948

TABLE A-2 

·BANANA EXPoRTS 

Thousand.· bunches 

23:,493 
19,462 
15,827 
.12,,229 
12,710 

8,458 
12,537 
12,677 
13,436 
11,700 

3,880 
9,172 

12,906 
13,138' 
14,184 
15,211 

•••• 

\;, 

Sources: Until 1944-45 National ·Econblizy :of Holiduras by John Hen:rie.Ssey, Jr. 
From 1945 on Economic SurV'ey of;·I-nteramerican Agriculture by 
Miss Regis Dunniga~, Gonzalo ~lanco and T~ew Johnson .~ Volume I 1949. . . 

'· 

Coffee is an important mar~et crop, for smal.l and medium holders • ·l?art' of. · 

the crop goes to El Salvador and. is _included in ·.the exports from the latter. 

The area under cultivation of coffee in 1945 was estimated at 24,670 

hectares, with 39,529,000 trees. This estimate seems high since :i.t implies an 

average production of nearly 100 gre.mmes per tJ:rE!e• 

The total eXportable prod,\lctio~_of. coffee ~n;the.-1:935;..}5. to l949~50·p~fod .. ,. . . . 

is shmrn in Table A'-3. 
·~ · wi.Ei A-3 

TOTAL t EXPORTABLE PRbDUtTION. OF COFFEE. 

Years 

1935-4cft./ 
1947-48 
1948-49b 
1949-5~ 

(In thousand sacks of 6o kilos) 

Total Production 

57 
100 
105 
100. 

?} Ave-rage- ---- --v- Provisional 

Source: O.F.A.R. u.s.n.A. 

E?£12orts 

27 
6o 
65 
60 

/Tobacco 

:' 
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Tobacco is another crop of interest to small holders. This product.is 

either utilised within the count:ry for. the~manufacture of cigars and cigarettes 

or else exported to El Salvador. The production of cigars and cigarettes was 

the following in 1945/46: 

Cigarettes 
Cigars 

339,748,48o packs 
350,250 units 

Other crops that have a certain importance in Honduran agriculture are 

abaca (l.lanila hemp), citronella, cocoa, nut;.; and \vheat. The produc~cion of 

Manila Hemp in the 1944.47 period can be seen in Table A-4. 

Years -
1944 
1945 
1946 
194f-:./ 

TABLE A-4 

PRODUCTION OF MANn.A HEI1P 

Fibre -
944,625 

2,520,375 
3,153,425 
5,575,625 

~/ 10 months. 

Tons -
43,200 

124,450 
92,000 
81,250 

Source: The Fibre Industry in Latin American 
Republics by Brittain B. Robinson, 
Pan American Union 

Honduras presents good conditions for the developuent of livestock. 

Livestock breeding exists in aLnost all the territory although ~odern techniques 

are not applied for dairy cattle •. The same can be said of the horse and hog 

breeding. In rural areas and small towns the donkey is used for the transport of 

water. The 1944 census shows the following figures: 

TABLE A-5 

LIVESTOCK CENSUS 1944 

Livestock 

Cattle 
Hogs 
Horses 

Nw11ber of Heads 

Mules and donkeys 
Goats 
Sheep 

702,483 
258,oo4 
153,674 

'71,428 
18,228 
14,311 

Source: National Econonzy of Hond~ras 
by John Hennessey, 'Jr.· 

The "per capita" consumption of tlilk is very lmr. Owing to lacl{ of 

transport facilities miD\: is often processed and there is a considerable 

production of white sal t.ed cheese. Ices are only consumed in important / t cen res. 
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centres)::./ 
··.• ' ' 

In Tegucigalpa there ·is ·'a meat processing industry and output of vTblch 
' . 

I '\ 

is abo~t 101 000 pounds a day. 

Honduras has ·great vrealth in timber. Mahogany and pine woo.d al'e the 

market products. 

}:;/ The Dairy Industry of Honqur'r's, by R. E. Hodgson and A~ C ,, Dahlberg. 

/APPENDIX B 

-~ 
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A draft code· of ccmtmerce -was presented before the Honduran Co~ess in 

July 1948. 

This draft code canta ins many provisions which have a. direct influence on 

Agricultural Credit. The following me in· provisions are 

info:rznation. They deal with 

1) Warehouses 

2) · Crop and improvement loans 

3) Lien without· removal of the pledge 

Warehouses: 

listed hereafter for 

The provisions dealing with these establishments which are related to credit 

are the following: 

1) A deposit made in a. warehouse '-a one made in an establishment to l-rhich 

the public has free access and the purpose of which is t<;> keep any kind of goods. 

The warehouses which have been s:pecially authorised by the_ Treasury_ are authorised 

to issue deposit certificate.a and l;ien ponds for. the goods they receive in deposit. . . . . ' . 

2) A Deposit certifica-te constitutes:a:n, esauarance that the deposited goods 

are availeble in the warehouse which issues the certificate, the .lien bond 
. . . t 

certifies that a. lien deposit hes been made .rela.ted to the. eoods indicated in the 

corresponding deposi-t certificate. 

The documents that are issued by -warehouse~ th~ t are not authorised by the 

Treasury are not' c-onsidered as being· ·t.i:'tile de.eds~. 

3) In the case of n:erchandise or goods· tbat are coJ:+signed individually, the 

warehouses may only issue a lien bond .in connection with each certificate of 
I 

deposit. If the merchandise or goods are gen~rically consignsd, the warehouses 

may issue multiple .lien bonds, in accordance with the instructio;ns of the 

d&pc)ai tor. .. ,, 

When the certificate of deposit ie is&Ued on the expres~ condition that it 

is not negotiable,. no lien bond will be isS'ued m Callrlection with ~t..11 
If a single lien bond, it must be attached to the certif;i.cate. ~f deposit .• 

The wrahouee mey not issue a single certificate except when the said 

certificate is non .. negotiable. 

/4) :Both on 
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4) Both on the certi:Hcate of depGsit ahd. thb lien bond mention shall be 

made of: 

I. The tact that it is a ''Certificate of Deposit'' or a. lien bond; 
tr.·~.;The namE{ arid ·htie. of. the~'W.re.hOUEl~; ··". 

III. The place of deposit; 
I- - • : • • ' .. ' • • ~ f ~ ' • :/ • ~ • • - • 'f;:

JY ,·. The date ori which the· document ~a issued; 
. • • • '• . • ' ) . • • \ ' • .' ' ' • ' : ' ': . ,: • : • ' • ' : : ' ' ' . '

.. V ~ l!'he btdin&.l' number Of the dOCUment, which ID'f,St,.tall;y: ~ b.?~h t~e 

certificate of depoa1 t and the lien borid. .or b()nde, . and their 

subsequent numbers, when various of the latter are issued in 

relation to a single ~ert~ficate .of d~:r>osit. . .. . . 

VI. Whether the deposit was c~nsf~d- i~di~id.~ally or generically a~ 
regards the merchandise or goods deoosi ted. 

· ... ~- ·; .· .. · ., .. · .. :'-,~ .. ·.. ··. : . :. . . .....'.L·.~ . :· ... ~~ -.··. 
VII.· The st~cifications 6f the merchandise or goods deposi te.4 !"i th. 

VIII •. 

Ji. 

/ 
1 

l•' 
0 

'• 

reference to their nature, quelitr and quantity ~nd ?t4er ,
~ •• ~-~ •. ·• •• J"~ ··:·: • ··'"":I':'V .t . •.·· \' 

idE:rnt'ifying factors.· 
The· stipulate a· citi~Jb.on of the de:posi t, 

The name of the ae~~~f~~~~, or 1 in th~·· event. ~.f. thi~ .occ~~fng, .the 
fact that tlie ce~tii'icates ~re issued to .. the.:B~~rer,. ... ..: ·. ·. 

•.. ··: . : : ~,' [ ··-~· ' • ' ' • '. ' ! ' ~ ,• : ~- ' I ,' ; ' :· ·' ' :·· :·, ~ ',. • . ' 

X. ·~w~nether the 'goOds or l:lbrcl:wnd:!.se de:posi ted is subjact tp the r;?Y'!rlant 
.... • • ., • •• • : • • • ' :) • '. • • ~ ';· : ' ~ • - ' • • • : : ··; _.:.;:· • ·:; ••• ; •• ' • • ' ' • # 

Of taxes, duties or other fisca1liabil1t1ea 1 and, whe~ d~po.s~t: . 

~ depends. on th~': :prio~: settl~±rent of ~uch due~, ~~tion ·thereof. · . . 

XI. Whether or not the goods or merchandi~: d~po~it~d a~ cove~ed by . 
' .. : '> ( (: • l . •• :.,". (. • . '. . '·. . '". '!. •. _._: ~ t • • . . . ;- . ·, . . :. • . : • .' : • • .', ., '· • ~- ··,. ' ·.• ' •. ·· -·-·, ' 

iheurance ,·and in the affirmative~ the amo~nt for w~i.~h ~he;y-; a:r~ 
insured • · -. ~ . . · · . . ·' .. . · ... .. . 

,''· 

.. . :. ~ ~~ · , • ... ,. f' ,, , '\ ', :-~. • ,'ol" . : . .,,. .. , :;..~ j :;,.;·.' l~ .:'.' .. ,_:. ·:: :·. 

· XIL The· s&n· ol' tlie~debta··or tariff owed to.the wareho'f:lae1 

.,·i: ·:. 
or in the 

., -~ ' ' • • • • • t • • • • • • .· . . ' .•• :·~ { •• : ~ ; . ' • . .: • • • ' 

event thereof, mention of non-indebtednes~. 
• ' . ' .' ~. . ' '• ' • ' ' . • ·, ' !~.. ( • ' • .,... •. '" ~ '. . '., .- .. • : .' • ' _.·_; ·~ ',', 

.5) · .The security C'ertificate . sh6uld furthermore mei+tion: 
. ·.,, ... ~,: .. ·· ._ ......... :· ·,·· .. ,.t.:·~·-·· .... : ·.-~ -~~.:·.:::-· ·':;,;. 

t. The.·name·or the hold.er of the certificate, or mention that. it has 

been issued to the bearer. 

·,II .. ~he totafc~ed.it 'fo~ wiL16~ :th~ .. issued, 
.·. ,;•:,. ••·.:·,.~·-·,.-;· .,-,, •. T:.~.·.:~r+-•··~··.-;o.J :··' .·,. ·:~ .'.\. .• ·•·. . . 

III. ··'l'he"e~ed.'·'terms and·rate.of 1n:terest.. . 
' ' . . . . , ••, ' : ',. ~ (• ·,. , •. ' ;', , I! , • •. •' , ' I . : i .: 1 ~ :. ; ~ '• ' f ' : 

JY. The date of maturity which must not be later than the terminal.dat& 
., ,. i ,: ·. '··;•.·!  .
· of deposit;

V. The signature of the holder of the certificate negotiating the 

certificate in the first place • 
... 

/VI. A signed 
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VI. A signed declaration by the Warehouse or Qredit.Eatablishmen:t 

acting in the first negotiation of the certificate mentioning that 

the corresponding annotation has been made on the respective 

certi-ficate of deposit. 

6) When the Lien Bond does not indicate the credit for which it was issued, 

it shall bt!i undo::·stood that the amount is equivalent to .the total value of the 

goods depoai ted by a bona fide de-positor except the_ right of the holder of. t,he 

C<~rtificate of depoai t to claim for the_ excess which the holder of the. liep bond 

re~eives over and abcve the real value of the credit. 

When the rate of interest is not stipulated, it shall be assumed that the 

legal rates have been accepted. · 

7; The Warehouse shall issue· such certidicatea from a stub book :t."YJ.to which 

shall bS entered the same data as are ttade on the documents issued, according to 

the atipu.lationa made by the warehouse ~:uthori ties !or in accordance with the 

regulat1onn of the Credit establishment~ intervening in the primary negotietion 

of the.deed:\ 

- 8) Whe:t multiple lien bonds are issued corresponding to a sinBle 

certificate o;.<> deposit 1 . as from the date of issue the warehov.se shall "be 

responsible fo;- the mention. on the security certificates of the stipulations of 

Faragraph II t~ IV inclusive of Article 854, as also for the mention in the 

certificate of d.~poait that the lien "bonds have been issued in accordance with 

these requirement3. 

9) The lien·bond may only be pri:tmrily negotiated apart from the ce;r-tificate 

of deposit with the consent of the warehouse issuing th~ deeds or of the credit 

establishment. 

When the certificate is negotiatea in the first instance, the conditions 

established in clauses I ·to VI cif :pe.regreph 5· must .be· fulfilled in the case of 

a single lien bond or when multiple deeds are issued the requirements o:r clauses 

I, v and v:r. 
The annotations referred to above must be signed by the holder of the 

certificate and by the 1·lerehouse or credit establishment who shall be liable for 

damage or loss sufft;red by the omissions or inaccuracies which may occur. 

The credit eata'Jlis!lment intervening in the issue of the bond notifies in 

writing the warehouse whi.-,h has issued the original document_. 

/10) The multiple 

I 
./ 
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10) The multiple lien bond mertt:l:oned in paragraph ·a shall btt.·aued for 

a global amount divided in ~a Iilan:y"eg,lial parts as there. are bonds :$,asued and 

mentio!l shall be made on each certificate that the credit ot its:legitimate 

hold~r at the date 'or 'Diat~rity will be sUbject' tc> numerical .preference in 
' .. 

accordance With. the. numeration· Of. tbe certificates themaelv.es. 

ll) The. c~~tificatea of deJ;JOsit. and the 'lien bonds may be .is.sued nomina.lJ.¥ 
. ' . 

or to Bearer, on. behalf of the de~s1 tor ~r · in favour. of .a tbi~ party. 

The hqlder of these deeds may freelY exchange the fo~ of their 
. ' ... . ~ ' 

circulation. ( .. 

. 12) Th~ legitimate holder of the certificates of deposit,and the bond 

or bonds .shall have full rights to':the merebaild1se or goode' deposited a.na· may 
' , · ... :. · .. ' . ' ' . ' 

at any time withdraw them by returning· the·cert:tfica.te:of deposit and that of 

the corresponding bond or bonds. and :setUemfa.nt:or:the respective l!a'Qilit~es 
.. . .. '.· •. ·' 

to the fiscal and warehouse ai.ithoritiea.-· 

13) Only the holder of a deposit certificate may diapose of the 

merchandise and goods d.epoait~d. But they m8y not be withdrawn except on 

pa~nt of the contra'~;tuai ~'bligation incurred with the· Fiscal and ·w~ehouse 
authoritie.s ~d. the deposit in the' 'said warehouse o:f the a'Um represented 

thereby. He. may, t,urthermore 1 when the: 'nature of· the· goods can. be easily 

divided, and under the responsibility of the warehouse' withd.ra"~ a. part of the 

goods depo~ited, handing over to the warehouse a proportional ~unt of the sum 

owed represented by the lien bonds for the a.tllount withdrawn and paying a 

proportional amount of the contractual ~!abilities in favour of.the warehou~ 

or credit establishment. In this event, the warehouse shall duly note the 

correspondiDg amount on the respective·certificates and stubs. 

14) The legitimate holder of a non•n~gotiable certifL:ate of deposit tnaT . 

dispose freely, or in parts, • of·the merchandi.S& or goods deposited, if they .. can 

only be divided by issuing delivery ordera on behalf of the warehouse and ~inS 

payment of the contractual debt with· the .. fiscal authorities and the warehouse, 

proportionally in accordance with the parts which it is llis intention to dispose 

of' unless there is- an agreement to the contrary. 

· 15) When a lien bond is not settled at the date of maturity, either 

totally or partially ,··it must be i>rotested not later tl'...an the second working day 

after the date of maturity in the same way as with any letter ot exchange. 
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r \;· ~ • '. 
!he :protest must be made .at t}la. warehouse ~taelf where the coi'responding -

certificate of !ieppeit JfB.a.~aeue~, a~ipst. ~ .legit:IJna~ holder':t;hel'f)of, eyen 

when his -nwne and address are unknown,~ and d,e~;pite his absence when the l'l'?~et 
, · is made~· ... - ; . .. . ' 

The azmotet1on.1ns.cribe<l ·~ .~ lien .~iid or on .an attached sheet st~t1ns 
that tbe deed waw- presen~d for, payment 'at ~t~;it'y -~-not totally pe.id ·s~ll· 
serve in the ·stead of' f!:· protest. In this ca!=Je, ~he holder of the bond shall give 

adVice of failure of' :payn:ent to all aigna~ories of' ·the deed. 

16) The holder of' the protested lien bond in accordance with ·the ·preceding 

article shall solicit within the eigh~ days subsequent to the date or protest 

that the ·warehouse proceed .with .the enforced sale by public auction of the goods 

depoai ted. 

· 17) The proceeds of the sale of the goods or merchandise deposited shall be 

allocated immediately by the ware.h~uae, and in the following order: 

I. To the payment of the taxes, duties and .fiscal liabilities 

pending on the goocl.s or merchandise deJ?Osi ted in the warehouse. 

II. To the settlement qf the debt to the ~rerehouse, in accordance with 

the terms of the_ contract of cteposit. 

·III. To the payment of' the value consigned on the lien bonds and in the 

event of there being several.su,ch bonds corresponding to a single 

certificate of deposit, in the order of preference previously 

estaplished, among the .various hqlders of the said bonds, in 

IlllJ:IJeric~l order. 

The remainder, shall be re~erved. py the warehouses and remain at the disposal 

of' the holder. of the certifies te of de posit. 

18) If the goods or :rr.erchandis~ deppsited ere covered by insurance 1 tho 
, ; r • 

amount of' the corresponding ind,enmity, in the. case.of losa, shall be applied in 

accordance with the terms of the preced~ng paragraph. 

19) The warehouses shall be considered to be the depositaries of the amounts 

of the proceeds of the aale or withdrawal of the ~rchandise or the indemnity 

paid in the'case of loss, which are due to the holders of the lien bonds and 

certificates of deJ?Qsit. 

20) · The warehouses shall,. indicat~_ on the bonds or on a page annexed thereto 

the amount paid on the banda by the proceeds of' the sale of the goods deposited, 

/or by the 
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or by the corresponding sums which the warehou~es shall have at thair disposal 

in acb6rd.ance with the.above paragraph i9._·· They shall also indicate, in the event 

thereof 1· that no 'sale of the goods was possible'~ This, a:qnotation will serv:e as"· 

evidence· in the ~vent of' lega.i action:. 

21) If the proceeds of the sa~e of t:P,e deposited goods, or the total· sum of 

the 'f:lmounts which the warehouse has; lia~ded over to the holder of tl')e lien bond as 

per' clauses '13 and 18 is insufficient to cover the total amount of the debt 

consigned by the bond, or :i.f; for any 'x:eason, the warehouse does not execute the 

sale by auction, or does not'hand Over to the holder the sums received in 

accordance with the terins of th~··abo~e· pa~graph 19, the hoider.of the ,lien ·bond 
" 

may sue against the· person or :Persons negotiating th~. bond in the first inste.nc.e 

sep;lrately from the certificate o:fdeposit and also against the subsequept 

endorsers of the bond and_ those gua:r~ntee.ing 1 t •. ~he ~ebtors who .:pay the debt 

have' the·' same tights against· previous endorsers. 

22) The rights of tne holders ~f lien bOnds shall lapse as against the 

endorser or guarantors when: 

I. The bond shall not have been protested in accordance with the 

terms established bJ' par~raph 1~. 

II. The holder shall not_: have·. solicited the enfo:(_ced sale by auction 

Of the: gOOdS Or. merchandise depO.Bi ted I in SCCOrdance With the 

te~ of article 16 above. 

III~ The action ha's riot been brought within the :P.eriod o;f 3 months 
: .· ·.... . . ..· ·.· \ 

after the 'date of sale of the goods dep~~ited, or afte~ the day 

when the warehouse has posted n<?t~ce to .the holder .of the bond .. 
' '· '• ;,, .. ··:. ' . ·.? 

· ; that· sale cannot be effected, . or after th~ . dey tha t the ware house : 

shall have terminantly refused to deliver the amo1,1nts referred to 

'fri'paragraph~19 ~r delive~ed .only a par~ ... the;.ePf~ .le.ss tna~ t~e · · 

amount of the 'debt i~v.rred ~d 'consi~ned ~'the bond. 

Though the right to sue may hav~ lapsed against the endorsers ~nd 

theiit guarantors, the holder. of the bond preserves his right to 
. . ! . 

action aga:~nst iV"hosoever may have negotiateQ. the deed in the first 

instance separately from the bo~d and its guarantors. 

23) The suits arising from the bo~d for the withdrawal of merchandise shall 

be limited to a:'p:lriOd oi' three years aa from the data .of. maturity indicated for 
' . ' 

depoa:l. t on the certificate~ 

/suits arising 
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Suite arising from the bond shall_pe limited to a period of 3 years 
'-· 

as from the date of maturity of the said bond-.._~ __ 

The same period shall be stipulated for sUits arising from the 

certificate of deposit to withdraw, in the event thereof, the amounts vhlch 

remain in the hands of the warehouses, in accordance with the terms of 

paragraph 19. 
Crop Loans - Improvement Loans 

The ~~ovision related to these types of loan are the following: · 

1) · In compliance with his contract, the beneficiary of a crop loan is 

under the obligation to invest the amount·of the loan in the purchase of primary 

commodities and materials and in the payment of wages, salaries and direct and 

indispensable expenses of the hol~ing~ 

2) The crop loans are guaranteed by the primary commodities and materials 

that are purchased and by the fruita, products or manufactures obtained with the 

loan, as and when they materialize. 

3) In compliance with his contract the loanee must invest the product 

of the loan in the purchase of 'tools, implements, fertilizers, livestock or 

bre~ding stoCki in plantations or in annual or perennial crops; in land 

reclamation operations; in the purchase of machinery in building or in works 

that are necessary for the development of the holding. 

The contract can also provide that part of the loan aho~ia be used for the 

payment of taxes related to the holding or tO the goods he. uses for the latter 

when· the contract is signed. 

4) Improvement loans are guaranteed either simultaneously or separately 

according to the contract, by the land, buildings, machiperyl toolt~; implements 

and other chattel goods arid by the fruits or products of the ho1dillC as and when 

they may materialize. '· 

5). The loariee can sign promissory notes in favour of the lender in 

conformity with the proviaions·pertainfng to the loan, provided that the terms 

of these n6tes are not longer than the ter!ll of the loan and that mention of the 

origin of the operation be made on the documents in order that they may be 

identified and show the· registry notes of the original loan. The transfer of 

these documents .implies, in any case, the joint responsibility of the person or 

persons who transfer and the transmittal of the corresponding part of t.he 

/principal 
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principal represented by the notEfs., .. togethel' with the guaranties and other 
• • • ' • ~ ;., ·' -~ , •••. ' ~- · •• ·. • •. 1: • •••. ·" " ••. • . • • .. 

additional rights in the correspondi:Qg,pro:portions. 
\: ' ' , -~ . ' I 

6) The ill).prove~ent loan ,contr~ct~ shall: . "' . . .. . '• . . . . " ,;., ~ . . .. . 

I .•.. E4:p:r.ess. ~he opJec~ .o~ .t® o_pe,ra,tion, it~ d.uratio~ and the form in 

which the. loa.tle.e ,,:w::t.U .. 'Qe .ent:l. tled tq die:p.of:3e· of the loan •. 
' ' 0 F ( ... '' • o 'o 0 ~ \ ' 0 ~ 

II. I:etermine with due nrecision the guaranties and indicate. the other 
.I,; .. • • 

provisions and conditions of the contrac:~." 

III. ~e copsigl').ed1 if appro]j>riate 1 in :PfiY~te contracts that will be 
,, . .... . . . .... , . . . .. 

signe<i; in tri_:p~ica-t.e before knqwn witne:asee ~nd r:atified _in the . ... . .. ''. 

pree~nce of the ~mployee .,of th~ p,ubllc regi,stry mentioned in IV •. 
. :. . . . : . ' ,: . ' . • .. · . ' .· .. 

.. JY .• .f3~ _inscr~~ed ~ tb.~ .!J~pro~~a~ ~-egis_try,_ of l'J;toperty 1 ac.cord1ng-' to. 

the location of the guaranty, ea. alao_i~ the ap:PI:opriete Registry 
~ (.' . : 

/ ... of cQIQmerce. 
·' -< 

ThE! crop and :i,m:provement .l~an con~r.a~t.s will have effect on third 
•'. ·. . . ... . . 

parties only after the t1I!l9 of the inscription in the registries. . . . •,. . . 
Those who concede crop or ,improvement loans will have to e~e to it that 

the product :of the loan be ime~~~d ac~,o~:i~ -~o the pro~isio~s of. the contract, 

if it is prov~,d ~~at another kind of:' i:qver~ion .1a. ~de. ,:Wi:t~ th_e ~ow~edge. o~ .. t~e:-. 
• \ ~ ' • .. . l . ' . ' . . . .. f • 

7) 

lender and through negligence on h.is part1 h~ will loe.e his privilege. 
~ ~ • • • • .. . '! • • •• • ' : " ' "\ •• : • ' • • J : : • • 

The lender will have the right at an,y time to appoint a comptroller. who will, .. ~ . . ' .. '· .' . ' . ; . . : '. . . .. . ' ; 

see to it that the ,loa~e fulfills ,hie obligations. The e~lary and .the expenses 
• - • .• { • • • • •• • l .. • •• ' , ' 

of the camptrolle~ are the responaipility of the lender ~nlesa the contract 
• '. ' • • ... • 7 .: -~,I<'·, . . . •' ' • ' . •. • • • • 

provides otherwise. The loanee must facilitate the f.ulfilment of the comptrolle~'s 

task. If the loanee use the funds to different ends than thof3e provided for in the 
. i : . . ' . . - . . . . . . . ~ ···. . . . . . . 

contract or does not attend to the business with the necessary diligence the lender 
.: . .. . . . . \. " 

can ann'!J.l the. cop.t:ract 1 coneid~r. the ~bliga;~_ion as forecl~sed by ant1-cipation: and . ·. ' . . ' . .. . ··' . . . . .. 

claim reimbursement of the sum he has loaned with interests. 1ihen ~he loanee 

endorses the note~, and unless the contract :proyides otherwise, he must.atill 
. ·,,. . . .. ' . 

watch over the investment that the loanee will make, and ~;tlao safeguard the 

guaranti~a, being' conaide~d in this :·ca~e a~ th~ .agent of the ho.lders of the no~~s 
1 • : • ·• • • • • ·• •. : r · · · ·· 
Which will be deemed mature • . ' . ' 

8) The crop ~oane, d~ly register~d 1 shall have preference for payment on 

improvement loans. and both shall have preference o~er mortsa~s registe~d 
subsequently when tl1e transfer of the pro~rty for the development oi. which the 

credit was granted shall have been effected without prior consent of the lender, 

/the latter 
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the latter shall have the right to rescind the contract or deem the date of 

maturity of the o:ligation advanced and demand ita immediate settlement. 

9) In case of improvement on crop loans, the :pledge ma.y remain in the 

possession of the debtor. For :purposes.of civil or commercial liability, the 

loanee shall be considered as the legal depositary of the fruits, products, 

livestock, implements and Other movable :pledges. 

10) The lender rmy claim the pledged fruita or :products of a crop or 

improvement loen against whosoever may have a.cquired them directly from the 

loanee or against subsequent persona acquiring such property with knowledge or 

Who should have had knowledge of the pledge bearing thereon. 

ll) In the cases of improvement or crop loans, the pledge may be tendered 

by whosoever develops the undertaking for the promotion of which the loen was 

ra iaed · even· in the event of the third };era on not being the owner thereof. 

12) Th~ guaranty constituted by improvement loans on holdings, buildings 

and real estate shall encompass 

I. The la.'ld. 

II. The buildings and other edifications erected at the date of the 

guaranty of the loan or subsequently. 

III. Pertnanent fixtures. 

IV. The movatle . property end the animals recorded in the deed such as 

livestock on rural holdings 1 intended '"holiy or in part for purposes 

of cattle breeding. 

V. An eventual indemnity obtained by way of insurance in the event of 

loss or danger to the said goods. 

13) The lender shall have the preference of payn:ent of the loan with the 

:profits derived from the guaranty over all other creditors with the exception of 

the so-called "de dominic" and other creditors of mortgage loans raised 

:prev1ouply. 

The preference established by this article will not lapse by the transfer of 

goods on which a lien reverts to. the hands of a. third party whatever the motive 

for the transfer. of ownership. 

/Liens 

"'-) 
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Lieno wi tho11t Remov.!!_..2!_.,!2..ed_g_es 
. . ' ~'. .• . .

The regulations relative to this type of guararity are as follows: 

1) The lien .shoul~ be ~elivered to the debtor or may be left in the 
. ~ . 

pm-rer of a third party. 

2) · The lien ma.i 'b~ constituted ·without removal of.the_p1edges, wnich 

remain in the possession of the debtor~ _when it is constituted on elem~rits which 
. ' 

are necessary for the exploitation of.an enterprise or the result of the saJ;Jle, 

and in those cases where the Code permits, even though those circumstances'are 

not present. 

3) The lien on share values shall be constituted: 

I. By endorsenient in lien of the shares to order

II. By endorseme~t and r~gistr.atio~, if they should be .nominative;) 

III. .· By the s~me eridorseriie~t ·and. notification to . the· debtor. if the. 

share wer'e not negotiable. 
·." . _.: :' ., ~ ., . .. I, . . _. : .:. . . 

IV. By the handing over of the lien bond.; and 

V. By the simple delivery of the shares if they sliOuld be bearer 

shares; a receipt sh~uld be demanded, explaining the purpose 

for vhich it is. extended.· 

4) The delivery of the key to the .places in which the articles are 

l~ept is equivalent to the deli very of these. 
• ·• ~ • : .... . • J ;  .. 

5) .In contracts for crops and improvements, _'the lien ·is perfected by 

the inscription of the-se. 

In the discounting of credits in books, this will be perfected by the 
' I ' ' : 

annotation made in the register of the discounter,· ~f -tliis should be. a ·banking 

establishment. 

6) The lien creditor has the rig~t to 'retain the article 1-Thile the 

contract lasts and the principal obligation continues', The right given by the 

pledge is extended to all the accessori.es of the good~ a~i their in~rease. 
_.. .... 

'rhe lien creditor ,nay take the necessary st~ps to recover poss·ession of 

the articles; if these should 'be lost or taken avro.y from him. 

7) If prior to the maturity o:i' the guaranteed obligation, the shares 

given in lien should rJature, or should 'be amortized, the lien creditor may 

retain the amount received in lien. 

8) If the debtor should not pay within the stipulated period and in 

default of such period having been fixed judicially, the creditor may solicit and 

/the judge 
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the judge· may decree the· public sale by: Aucit.iort 'or the goods pledged, prior to 

the citation of the debtor and of tb.e''persofi· ·wi16' cbristi ttited ·the lien. 

· If the creditor should so request, i3.nd the judge should ~ee·· no 

inconvenienCe·· therein, the aii~na.tidn ··~y· be effected. by 'tneans ·of a brol<:er or· 

of t''l'~ trades"men established in 'the mrket; at the p:dce. qttoted on the ·:so,~~se 
or in the market. 

The aioount ·obtained· 'f~m the sale ·shall be adJudicated .to the creditor in 

payment of' his credit, and the remainder, :if such there should; be, shall be 

placed at the dis-posal of the debtor. . '. ' 

I~ the. cas'e of extreme urgen'cy I arld under! the c~~dHor f s responsibility', 

the judge ma>y authorise the sale ·even before :i1oti.fying the debtor.. The broker 

or tradesmen who may irrt'ervene ·in· the saie shoUld extend d .. certificate of this 

to the creditor. No adjudication of the amount obtained shall be r~de until the 

debtor shall have been notified and lie' ah'all have had an opportunity to oppose 

the same. 

9) If the price of the goods or shares given in lien should drop, so 

that it is insufficient to cover tGe wount of the debt and tvrenty per cent 

more, the creditor ma.y proceed with the eal.e or the same, in the manner already 

established. He may proceed in the same manner if the debtor should not fUlfill 

the obligation of sup11lying him in time with the necessary funds to cover the 

deposits to be paid on the shares. 

The debtor may oppose the sale, effecting the payillent of the funds required 

in order to effect the deposit or improving the guaranties by the increase of 

the articles given in pledge, or by reducing the debt. 

10) All clauses authorising the creditor to take possession of the lien shall 

be null and void, even where this is of less value than the debt 1 as 't-Tell as those 

authorising the creditor to dispose of the lien other than in the manner set 

forth in the preceding articles. The approval shall be valid, if agreed to in 

writing and after the lien has been constituted, or if no one should attend the 

public auction or if no purchaser should be found in cases of direct sale. In 

these last cases, the adjudication may be made to the creditor in two thirds of 

the legal bid or of the price indicated. 

The debtor may also agree to the creditor retaining the lien at the price 

fixed for the maturity of the debt, but at the time of effecting the contract. 

This agreement cannot prejudice the rights of third parties. 

/ll) The right 
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11) ~1he right and obligation resulting fr.om the lien are indivisible, 
. - ~ . ' . ' . ~ 

except in the case of ·the c.ontrary h,a.ving been stipula~e~j nevertheless, when 

the debtor is empowered t.o effect .partial pa.yments, or when several objects or 
. ' . ~. ~ '• - ~ . -. ~ . ' . 

one.wl;lich is.easily divisible have been giv.et;t in lien,.this will be reduced 
• • ' : ~ . ' . . • l l . ' . . • 

in proportion tp the paym_emts .made,. so that the rights .of the creditor shall 
I • ' '· . "' ' ·' • -

always be effectively guaranteed • 

. 12) Once the princ:ipal obligation has been liquidated, either by payment . . . ' ~ . . . 

or for any ot~er legal reason, the right of lien shall be obliterated. 

The regulations on Lien are not compl~te, sincf.i!· they have been planned for 

mercanti+e ~perations. It yould be advisab~~ to draw up a $pecial Law of 

Agr~cultural, Livestocli: and .Industrial Lien which would be more explicit in 
' . . . . . . ' 

relation to registration and penalties for non-fulfil.lnent. 

~--- .. 
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