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1
AGRICULTURAL CREDIT IN HONDURAS
- Note -

The report which follows 1g preliminary,.- It 1s not sultable at this time
to meke a complete analysis of the situation of agricultural credit in Honduras,
due to the fundamental chenges in the Banking structure ‘and’ the legislation of
that country which are taking place, The ECLA/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‘e more detailed report.

.

1. INTRODUCTION _ . .

Hondurss is the Central Americen country which has walted longest to‘provide
for a complete orgenisation of its banking, monetary and credit systems. Howvever,
the country,. which 1s now undergoing a period of banking reforms, hae taken full
advantage of the resources within its reach from the international organisatione,
as well as of the experience of its Central Americ&n neighbours, “‘ |

Until 1950, Hondursg had no Central Bank, nor any 1nstitut10ne sultable for
the spreading of'oredit facilities to fermers. ALY banking, <redit and monetary
legislation wae eoattered in a serles of decrees whidh a14. not oonstitute-a vhole,
There was no speclal legielatlon oovering aprncultural credit

At the end of l9h9 the International- Monetary Fund sent .to Honduraes, at the
request of the Government, a mission to'a@vise on new bankxng monetary end credit
legislation, and to prepere & complete reform. Now that the basic laws have been
passed, the Gqvernment of Honduras is malking use of experts from El Salvedor and
Guatemala, as also from the Monetary Fund, the'Organisation of American States,
the Economic Commisslon for Latin America, the Food and Agricultural Organisation
and the International Bank for Recomstruction and Development, with the obJject of
constructing with their aid the suitable administrative structure,

Up to now, credlt for farmers has hbeen supplied 1n Honduras by two private
banks which were not essentially interested in agricultural investments; under
these circumstances the facilities placed at the disposal of the farmers nere o

very scanty and operatione were almost alwaye carried out under onerous

/conditione,,
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conditions, such as heavy?guarantees;'higniréﬁee of -interest and terms never
exceeding one year, even for nvestments with slow recovery.

The credit from private moneylenders operated in a similar manner, and
possibly, even higher rates of iInterest were charged, They will probebly
continue to play an important role in the financing of the farmers of Honduras,
particularly those in the isolated regions ‘at least until the new banking
organieations extend thelr radius of action by means of branches and agenciee,

The reform which has brought about the hew structure is based on three lese

1. The Law of the Banco Central of Honduras (Centrel Benk)
:fi-é‘ The Law of the Banco Nacional de Fomento (National
Development Bank) S
3+ The Law for Banking Establishments.

In order to obtalin & better knwoledge of the most recent banking
legislation in Central America, the principal reguletions of these laws have
been detailed in thie report. In the same way, under Appendix B the articles
of the draft commercilal code, which refer to Warehouses; crop loans and
improvement -loans and liens without Removal of Pledges are added.

II. ZTRESENT BANKING GRGANISATION

Until 1950 Hondurasg had no Central Bank, nor any official Banking
institution. Two private banﬁs -operated in the country, and until recently they
had the privilege. of issue, These vere the Banco de Honduras (Bank of Honduras)
with head offices in Tecucigalpa, and the Benco de Atldntida (Atldntida Bank)
with heed offices in Ia Ceiba,

The monetary unit is the LEMPIRA with a par of 50 cents to the dollar,

The currency“in“circulation from 1937-38 to 1948-49 may ve seen-in
Table 1,

fHable 1,
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‘Pable 1,  'CURRENCY IN CIRCUTATTION
: (It Lempiras): -
Years, Arnual aversge. - 1937-38 = 100
193730 5,749,733 ¢+ 100,0.
193¢-39 .6,.33,819 10,9
1939 -1 '*6 61,800 107.2
;o 1940~ ul_ -6, h70 681 11235
1941-42 b, *ouo 493 . 120,7
1942-43 8, 081 559 “140.6
1943 11 900-000: “191.1
19k 12, 900, 000 221.8
1945 15,200, 000
1946 6,500,000
1947 15, 600 , 000
1948 18, 025,000”

Sources: From-1937-38 to- 19k2- 1+5, National:Easnomyof - Honduras by .
Joln Henessy Jr. 1943 on, Internatianal Finencial Stetistics . .

“'published by ths" International Monetary Fund. _
The movement of a&pdsits from igho to 191+9 may ‘oe seen in Table 2

. Pable 2. . BANK DEPOSIES i e .
Yeary.. . Amowmit e (41 milition . lzempirasl

041 .2
‘%gué” ' e
19L 10.0.
1945 11.3
1946, 12.2
1947 12,2
19)+8 LN ]

1949 ‘e

Source:  International Financlal Stetistics of the International Monetary Fund.
Tables 3 and 4 contain the Balances of the Banco de Honduras and the -
Atldntide,
There 1s e capitalisation institution called Capitalizadore Hondurefit S. A.

/Ta'ble 3.
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Balance of the Bendo dé Hondu¥as

et 3lst December 194G
(In lempiras)
ASSETS
Cash and Benie

Cash -
Less own bills

Forelgn correspondents ...-
Correspondents, Deposits in Custody

L 3,000,988. 19

1l 265 00 L'2‘986'723'19

"o 530, 119 L2

pac . e ves

——— -wuh e

Government Obligations to the United States of America

Debtors

In Current Account  -6-.¢¢.-0.¢.0-
Accounts receivable tecssssrsssrree o l Ulu 517 3u
Discounts ovseeIsRRserosRéssevrees 2)2 62& 98

Letters Of Credit 'Ol"..'lluu..‘l...'.."".l'l"'l
Baﬂk buildings P P T RS R AR A LA N R W
Regl Estate ecececereccensocssssstssscssovsvacansecne
FUTNIPUT® ceeveacosnssescavovressssssrasesseassssnsnsoves
Sundry Debtors cpe0ecseestacessseesbesesnsBserRAs LS

Securities and‘other documents .....a..............;

LIABILITIES

Capital 000.v.oo..o.n..o-..v-.u‘ao.lat.o!’t"."tcolc.

Reserve

Statutory o....aaoooopaooot-;--aos
Vbluntary 0.!.'0’...00000,0.-00.'.

1 Aq- O{’”—I \-.g 80'.

L 2 007,378 24 ‘
" b ,07h,520,56

Bk, 151,29,
v 1&91003 16 .

Creditors in Current Account vevsaesvesenpronvrssgasre.
Sight DePOSitS t....'.uplto.llll0’0.0!9.!00.0"‘0lth
Lw-tem Deposlts .....‘.....'.'...‘..‘..'.’.......'-"

Savings DepoBlts eeeeccocecessccorsssorsaccessocssess
ExChanée Fund for the Lempira ....-o......;.-.ov-.;.

Creditors in dollars ......eeqerees. US, $.100,527.90.
Sundry creditors Peecsrtroqevgregrontantrotenseranas

Intereéts due and unpqi@ Cressrssei s qracsergtongitace
Letters Of credit @000evstovesetRenenPIrtPeEROERTOEIUIETYLEDES

Issue of bills L sqesencsaeibesssrnns e ‘LI nI9,u9”qOO‘

LOSB Own bills N EEXEEN N R YR NN R NN lh 265q00

[

"L 7,714,432,41

" 1,240,000.00

" 5, T08 .64
" 25,000.00

" 49,555,061

" 1.00
" 12,640.75

- I71I3,530,059 .22

»__116,150.00
L13,541,000,22

L 1,000,000,00

sy

M 993 l5h A5

.. .219,783.60
" 7 518 016,67
T u18 791.08 -

" 235,099 ok

%t 1.186,129,80
M 2@1 05560
S 106,51&.&6:'
.M ,.60,163,40
"o 86,117.20

"o u05,233 00

Deposit of eecurities and other documents ,eeevcecss

113,430, 859,22
116,150,00

L 13,547,009 .22

T T R R T

/Table L,
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Table L. Belarice of the Banco Atléntida

At 31st December 1949
(In Dollars)
ASSETS
Cash in hend and in Banks ceseecscscace P 765,283.63
Cash in h&nd 0000000008000 0008000 3,7521186‘25
Government obligations to the United '
StateS_Of America vesse0ssasentone l 086 000,00

BOndB aqd sharesAl..p.l.ll.'.Qt."l...l h37,759 7“
Loans RN N IR N NN NN BN N B A B I B B A BN A BN BN ] '
Current accounts (with guaranty) eeeeee 98k, 560,32
Current accounts (without guaranty).... - 107,735.71

Interests due to be collected and

Other Assets’.......-b--.-........ ‘ "u91382m65-

Bank buildingé and real estate

‘(After amortizatiOn) “aeesaresesR e g0 e e 000

Clients';responsibility fbf{L@ttgrgvpf_Crgdit.

Securities and other documents

$ 4,517,469.88

1,523,759 . T4
6,167,369.08

. 1,141,678.68

2.00
148,469,061

- $13,498,768,99 .

2,178,220.27
$15,676 9€9.26

L‘$.2,98h,898Q35

" LTABILITIES -
Capital OB OPOPPS SOOI OSIBEESIRIE Y O $ 1’000,000.00
Reserve .‘....................‘..‘..'.. .“-;1’000;000'.‘00"...
Undlstributed profits veveeeceesseesess © 7 " 96k, 898,35
DiVidendS pﬂyable sensswe --n-.cc-cooooo.‘. o 30,055100
Interests payable .oo.-.u.-.-ooo-ca.o-o B 535,92
Unpaid InterESts -ootoo-..-.ncooou'-.oo ot .11;226;90 .

BlllS in Circulation .-cm-loa.gootooonoa'nm-oaonio-qbco'oo

DepOSltS Ooolal'...o~l.l0tloI--.-.0.0000!.0'0'-‘--01-loco-

Banke and. Correspondents ................................;
Letters Of Cred-it .l..!.l.‘l.’l...'... .0....".....'.'.‘.

Items in transit ..l....‘.‘l‘l’..ll..'l"‘..ll.‘.l‘l.."‘.".v"

ti

Deposit of securities and other documents

41,817.42"
896,975.75

9,367,286.37
)'+5)'" .56
187,096,687
18,239.67

$13,498, 768,99
2,178,220.27

' $15,676,989.26

/III. THE BANKING
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III, THE BANKING REFORM OF 1950
The State Banks
At the end of 1949 the International Monetary Fund, at the requeet of the
Government, sent to Honduras a misslion to edvise the Government concerning
banking, monetaery and credit reform, As a result of this, there arose the
proposal to orranise ‘the Central Bank and the National Development Bank as
autonomous State Institutions.
A. The Central Benk
Capital and Administration: The Centrel Benk has a capital of 500,000
lempiras pald in by the State. The private Banks already in existence did not
provide any contribution. The utilities of the Bank will not be pald to the
Government but will serve to increase the capitel until this equals ten per cent
of its assets, and in order to form a Fondd de Valores (Securities Fund).
The Board of Directors is composed as follows:
a) The President - ‘
b) The Ministro de Hacienda (Minister of the Treasury) (ex-officio‘member)
'¢) A representative of the Banco Neclonal dé Fomento (Wetional ' '
Development Bank) - '
d) A representative of the privete banks
e)' A representative of the economic forces of the country; agricultural,

stockbreeding and commercial assoclations.
The President and Vice-President of the Board ere appointed directly by the
President of the Republic, '
Chart I. Organisation of the Central Bank

BOARD OF DIRECTORS

PRESIDENT
Superintendency Loan Internal
of Banks Menager ~ Committee Auditing
Issuing Foreign Exchange Department of Credits Department of
Department Department end Securities Economlc Research

The Board hes the power to:
a) Determine and direct the monetary,“Cfedit and exchénge'policy of

fthe Bank
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the Bank in accordance with the precepts of this law, constituting iteelf into
oommiesions for the study of concrete problems when this should prove necessary.
b) Dictate the regulations which may be necessary for the functioning of
the Bank, submitting them in the cases specified under this Law, to the approval
of the Executive.
o) Prepare the annual budget of the Bank's income and expenditure.»
'd) Approve’ annually the Report, the balence sheet end the profit and loss
account, as well &s approve the amortisatfons ot assets, R
e) Appoint, suspend or remove the Mansger, and, oh his proposal, the heads
of department and advisers,
£y Appoint the members of the Loan Committee and fix the 1imits of its
‘operatlons. ’ o ' :
~ 'g) Dictate the rules, nmits end general conditions for ‘the éérryiﬁg’éut
of the Bank's operations dnd to designate, on the Manager*e propoeal ‘the
employees who may authoriss’ these.
n) To comeider end resolve credit applioatlone from the Government
municipalities and Disbrict Councils as well ag official institutlons and to

 authorise the operations on the op@n market which may be carried out either for

account of the Benk or for the Security fund after hearing the report of the

- 1) To appoint correspondents abroad and to eetablish or close branches,
agencies and correepondents within the country.

3)  To revise periodically by means of a commiesion from among its members,
the re-discounts, discounts, advances, credits end other operations effected by
the Banl, ' ' .

k) To exercise the other functions and faculties accorded to it under the
Law and Regulations. '

Departments
The Central Bank shall have the following departmentel‘“
‘-a) Superintendency of Banks ’

b}  Issuing Department
c) Foreign Exchange bepertment
d) Credit and securities department

/e) Auditing department
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®) Auditing department
?)  Economic research department

Each of these depertments have the functions indicated by their denomination.
Operations A | |

The Central Bank law contains provision with relation to:

e)  Bank notes and coinape issues
b) Foreign Exchange operauions
c) Credit operations

The credit operations that the Central Banr can perform are the following.

Article 37. The current credit operations that the Central Bank can
perform with the banking institutions of the country are the following

a) Redisoount discount buy and sell bills of exchanre promissory notes
and other credit documents, provided they are related directly to the production
or processing of agricultural (including livestock) and industrial products, or
to the importation, exportation, buying, selling or transport of primary products
of semi processed products, processed products and marketable products, or to
warehousing in atithorized warehouses or in’ warehouses that present conditions of
safety, of agricultural (including livestock) products, 1ndustrial products
primary commodities and import and export poods which can be easily kept
provided they ‘are dwly inswred,

b)Y’ “crent advances with guarantees in the form of documents enumerated in

a), or with the guarantee of deposits in current account provided that the
products of the loan are déstined according to the provisions of paragraph a)
above, The balance shall be certified by the accountant and the manager of the
respective ‘institutions and by the superintendent of banks. '
~ . . In cases of ‘emergency the Central Bank can grant temporary advances to the
Banks with such guerantees it deems appropriate.

'The bank may buy government boride up to 15% of the entries of the Treasury'
and prowided they are accepted by the Board of Directors. The Bank' may 1ssue
"Frozen currency certificates" of national or foreign currencies for sale to the'
public or to the banks with a view to stabilizing the" currency.‘ In orcer to
maintain the liquidity and stability of these certificates ‘the Bank shall have

a "Fondo de Valores” (Securities Fund) ‘which will haive the following entries:

/a) The profits
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&) The profits of the bamk which, according to article 50 cen be
used to this effect. | |

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

c) The sums that the government earmarks to this effect in the
.Budget. . -

d) The profits that are derived from the operations made with the
Finencial meens of the Fund. | | |

B The Bank can use the Securities Fund for the follow:mg purposes

| a), , To bu,y and sell in the open market goVernment bonds at a flxed
rate of interest issued end guarantoed by the governrm,nt Thesgé a
operations. will be done sith=r directly or through agents with the express o
jend of insuring at all times a liquid market for the holders of these bonds
at rates, that protect the latter. . ' B

b) , To cocpca‘ata in. the production activity of the country buying
mortgage securities representing the promotion of thoso activities when they
. have been issued e.nd are guaranteed by banking institutions of the country,
up to a maximum_amount of ho per cent of the mortgage loans of the issuing
banks.. )

c) To cooxzdinate policies with respect to issues of securities of the
State, public cntities and State and semi govermnental banking institutions, ‘
as well as of private enterprises, in order to ma.ke sure that these issues
are. in proportion to the market!'s absorption capacity. )

-d)_. To. stimulate savings by the public end ‘thelr productive inVestment
in liquid securities, for which purpose 1t ‘shall promote the formstion of e -
broad market with uniform. end. moderate commissions , end publicize the quotations.

The Central Bank may, also )y a.ct as. agent for marketing the debentures
which 1t 1s suilicrised to. acquire with the Fund's resources, and sha.ll at’ all
times be ready to sell to the public tho securities which it has acquired.
~Control of Bank Credlt..

. The Central Bank 1s under the. obligation of controllint3 the volume of
bank credit in order to aveld inflationery or dei‘lationa.ry tendencies and thus‘

gaerentee the .ecenomic stability .of the comitry. To this eifect the Bani: ey :
a) Establish meximum rates of intersst and commissions which the banks |
mey pay or charge for their lending or borrowing operaticns.

-

/b)  Establish the
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b)  Establish the percentages which the banks must maintain smong the
differcnt types dr‘categories of loens &and -investments and their own capital -
and surplus. ' o

¢) Set maximum percentages of ‘increase over time- for portfolios of the
different categories of loans or Investments which the Central Bank may
establish. ‘ S ‘ :

' d) Esteblish cellings or general limits Pfor portfolios or for the’
different categories of loens or investments which may not be less than the
amount of theuportfolios of the banking institutions involved on the date the
measures enter into effect. T o
Minimum Reserves of Bankg

'Banks operating in Hondures will have reserves in proportion to the
emount of deposits. Rescrves will consist entirely or partly of sight
deposits in the Central Bank. The Board will establisﬁ'tho minimum emounts for
tho different types of deposits, and with this object in view is authorised to:

2) Dotermine the amount of minimum liguid assets between 10 and 50
per: cent, determining likewise the proporticn to be kept by the banks in thair
vaults and the proportion to be deposited in the Central Bank.

In the casc of minimum liquid assets assigned in foreign curroncy, the
porcentage can be raised to 100, '

®) Determine the liquidity of the assets up to 100 per cent on any
future increasc of bank deposits on the date such & resolution is taken.

6) Decide what kind of deposits and other obligations in national or
“forelgn currency (either on account of banks as institutions authorised to deal
in exchange), are subject to minimum liguid aseéts.

The Bank and the Government
' The Central Benk will act as benker and fiscel agent, as well as

economics and financilal cownsellor of the Government end of the State and

semi-govermmental bodies. It will also represent Honduras in the Internetional
Monetary Fund. '
Superintendency of Banks

This will be directed by a Superintendent who will remoin under the
administrative control of the Menager of the Central Benk, He will be in
charge of: ’ - '

/a) Fulfilling and
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e) Fulfilling and enforcing all laws; regulations end resclutions
teken by the Board aeffecting banks or ether.instituticns authorised o deal .
in foreign exchange. y N

- B) Inspecting and controlling their: ‘activities by means.of inspnctions
end rovisions, being fully astthorised to requést: from them any ~informatiom.
which is indispensable - in his opinion - for fulfilling his duty.

c) Sugdesting to the Manager of the Central Benk the appointment oi the
personnel: he reguires.

d) ceping the Presidefit of the Centiel Bank end through him the .
Board, up-to-date on the legel siltuation and all regulations and resolutions
applicable to the institutions under his jurisdiction. .-

e) Keeplng in permensnt touch withithe*directsrsiof phese institutions
in crder to'inform them, warn .theém or demand from them the fulfillment of the
legel requirements or regulutions and Board resolutions. . S

f) Compiling bank and exchdnge statistics by cbtaining all essential
deta from the banks and institutions under his Jurisdicticn, in order to
fulfill the tagk of the Central Bank end the Superintendent's office itself. °
B. The Banco Nacional de Fomentg (Nati"nal Develogment Bank)

Finances B ‘

The National DeVelopment Bank 1s &n sutonompus State Institution whose
duraticn 1s-indefinite, the -purpose of which 1s to contribute to'the
development of mational production and to the raising of the standerd of living
of the people of Honduras, The principal object of the Banking rcéform has been
to create a new source of credit for investments by means of this Bank; in order
to taeke care of those aspects which ars rst-gerved or are inadequately served
at the present time. |

The Initial capital of the Bank is .around one and.a-half million. Lempiras,
that had been collected by the Govermment, . Moreover, the product of a surtax:
of 10 per cent on lmport. duties, plus 15 per dent of the recently established
incame tax is to be used specifically for the purpose of increasing this Bank!s.
capital,

Since the market for capital in Honduras is vory limited, the Benk'at the
beglnning will have to keep its activitics'within its own working capital in
order to attend to the demand for those credits which technically cannot be
dlscounted or rc-discounted in the Centrul Bank, It 1s hoped in this way to

/avoid
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avold thse Development Bank being obliged to exert pressure on the Bank of Issue,
ag is the case when banks operating on medium or long terms cannot attract private
savings. In the course of time a propitious atmosphere will be formod, and this
will provide the opportunity for developing the issue of long-term mortgzage
bonds.  Moreover, mrivate sevings cannot be attracted by investments in bonds-
gince high ratcs of interest are obtained by direct loens. ' However, little by
little 1t will be possible to issus bonds as the number of direct operations are
absorbed by the Bank,

The Bank's capital is divided up according to the following scheme:

(L. Account for the Department ' (1. Short-term Section.
CAPTTAL (  of Crodit end Operations. (2. Mcdium-term Scction,

?2. Account for the Department .. (3. Longgterm_éection.

g of Development.

" The proportion to be allotted to each account will be decided by the Board
of Directors. : ‘ A

Board of Directors

It consists of ten members, as follows:

a) A president -appointed directly by the Government. -

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

member ).

¢) The Minister of Agriculture and Development (ex-officio member),

d) A member nominated by the Central Bank.

e) A member nominated by the private banks.

f) Five members nominated by the Government from candidates

proposed by the agricultural, stockbreeding, commercial and
industrial organisations. ‘ '

Owing to the various functions given to the Benk by the law, it was
consldered mors convenient to establish a numerous Board, which should include
representatives of the live forces of the country.

The dutles of the board are the following:

a) To determine and direct the general operations of the Benk in
accordance with the precepts of this Law and its regulations. :

b) To dlctate the regulations which may be necessary for the functioning
of the Bank, submitting them in the cases spec1fied by this Iaw to the approval

’ /of the Superintendent
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of the Buperintendent of Banks or of the Central Bank or of the Executive, as
mey be required. ‘

¢) 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 -well as to approve the. distribution.
of profits in accordance with the Law.. ’

e) To nominate, suspend or remove the Manager, and at the suggestion of
the latter, the Heads of Sections and Divisions, the members of the.Technical
Assessment’ Division and the other senior staff of thé Institution. .’

£) To appoint; in accordance with the Law, the members of the committee
of Developuent and of Credit énd Operations and . any others which the Board of
Directors itsplf may decide to establish at the proposal of the Pres1dent. |

g) To resolve credit applications presenLed to the Bank and to deflne
the limits and conditionms 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, without exceeéding the .
maximum limits fixed by the Central Bank, -

h) To revise monthly the composition of the Portfolio of the Bank and to
know the estimates of funds ‘available for investment, and on these foundations,
to deteriine the activities which should be given preference in-+the granting of
credits fixing-waxiuum limite for each economic branch or activity,  if this
should be necessary,

i) To fix the margins of guaranty, “thie norms of valuation, &nd the other
conditions inherent in the granting of loans.

j) To consider the reports prepared by the Technical Depsartment, which
may be presented through the President or Manager,‘énd vhich have been previously
studied by the relevant commissions.

k) ' 'To approve the -opening of Agencies and Branches: of the Bank within the
country to draw up theilr regulations and nominate their authorities in
accordance with this law,; to noninate correspondents abroad and within the
country to accept correspondencies from within the country and from ‘abroad.

1) To consider #md approve the ‘annual Budget of ‘the Developuent Fuhd and
the distribution of* the arnual contribution :from the Stdate, in -accordance with
the precepts of this law, and

/m)  To resolve



E/CN.12/187/A34, h
Page 15. )

m) To resolve any other uatter whose decision may be required
under this law and its regnlations and in general to'exercise‘ali"thé functions
necessary for,the better fulfillment of these. o
Internal Committees -

For the better fulflllment of 1ts dutles, “the Board shall be orgcnlsed
in comuittees which shall study those watters whlch may be submitted to them and
shall inform the Board.‘ Two counittees are obligatory, as follows'

l. The Committee of Credits and Operacions, whieh shall be composed of the

Director elected by the prlvate banks plus four members elecced by the Board of
Directors from among its members. The Manager of the Department of Credits and
Operations shall be an ex- off1c1o member with a vote, and the Heads of Sectlons
shall act as permanent connsellors. _ ;

2, - The Committee of Deyelopnent,,wﬁich shall be'composéd of the Ministers
of’ the Treasury.and of‘Development and Agriculture plus:B regular nembers elected
by the Board from among its members. The Manager of the Department shall be an
ex-officio mewber with a vote and the Heads of Sectlons and of the Technical
Division shall act as permanent counaellors.

Charts 2 and 3 show the organjzetion of the Bann and the functlons of 1ts
various dependencies.

The President:

The President shall have the follow1ng duties:

a) To propose to the Board of Dlrectors the measures or resolutions which
in his judgment may. be convenlent for the better fulflllment of the alms of the
Institution. - ’ '

b) To inform the Board of Dlrectors, at each meetlng, concerning the
affairs which may have greetest»importanoe for the funectioning of the Bank.

c) To propose to ths Poard A7 Directors ths nonjnetion of the Manegers of
the Institution and the tunn 32 Cwwn o the C“ﬁr'"'l'FC,bu?erinﬂ to it,.

d) To guide and supe:x*se the higher cCI;‘lul ‘tl)n of the Bank and. the :
fulflllment of the Law, the reguretlons and the dec1slons of uhe Board of
Directors. L ‘ v . .

e) To . resolve, in the last case, those nat«ers whlch d&j ot'be'reserved
for the decision of the Board of Directors itself. ' '

f) To exercise the 1ega1 representatlon of the Bank, J01nt1y or separately
with the Managers, berng aule to delegate this representatlon only to the

/Vlce—Pre51dent
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Vice-President,—exeept'in,those[cases in which his iptervention’is obligatory
by lav.,

bg) To direct the relations of the Bank and:the Board of Directors with
the public authorities, with the banking system and with international
organisation, and

. h), To exerc1se all otner functions which, may pertdin to him under the -

Law, the regulations and the decisions -of the Board of Directors.,
The Managers'

The Bank shall have two managers nominated by the Board at the proposal ‘of
the Pres1dent of the Board. They shall be responsible-for the functioning- of
the Banhlln their respective departments, Their duties are as follows: -

- é) To direct the execution of operations of thelir respective departments - -
and supervise the observangeﬁof_the,Law,vthe-regulatiOns and decisions of the
Board of Directors.

b) To report dally to the President concerning the running of the
Departments and to submit o the con51deration of the Board of Directors, at
least once a month, & report on the financial position of ‘these deparfments,

@) To propose ©o the Boerd oleirecths the nomination, 8uspension or
removal of the Heads of Sections and the assessors of the Bank, and to nominate,
suspend, or remove other functionaries or staff in thelr respective Departments,

d) To exercise the legel representation of .the Bank, :Jointly orrseparately.
with the President, according to the regulations and decisions.of the Board of
Directors, being.permitted‘tocdelegate 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 revoxe power for covenants to persons foreign' to the
1nst1tutlon.

£)  To submlt annually to the Board of Directors, through the President, the
budget, the general balance, the profit and loss account and the reports of thelr
respectlve departments. , ‘ , ,

g) To form part of the Committees of Credit and Operations and of
Development and to present for their consideration those matters whlch ey be.
within their powers, and _ ' :

"h) - To .exercise the other functlons and faculties authorised to them by the
Law, the regulatlons and decis1ons of the Board of Directors. :
/Departmentalisation
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Departmentalisation -

The Bank is divided into the following Departments;

(a) Department of Credits and Operations; and

(b) Department of Development.
Departument of Credits and Operations

This department is the most thorough which tho National Development
Bank effects the following operations: ‘ '

(a) The granting of short, medium and long term loans -
(v) 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-term 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:
1. Short-term Loans.
1) These loans are used to cover the expenses of cultivation, processing
and other agricultural, stockbreeding or industrial activities.
2) To purchase seed, raw materials, disinfectants and rapidly
assimilated fertilizers.-
3) To harvest.
4) To acquire cattle for fattening.
5) For the wmanufacture, processing, transport and preservation of
agricultural, livestock or industrial products.
Term
The cycle of production or operation, without exceeding 18 months,
Guaranties '
Agricultural and industrial products deposited in the General Deposit
Warehouses, which offer security and have been previously occupled.
2. Medium-Term Loans '
These loans are used for:

1) Por the purchase, use, renting or re-purchase of agricultural and

/industrial
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industrial implements, instruments; édﬁig and spares, fertilisers whieh are -
slowly assiwmilated, animals for dreught or breeding'puzpnsei, dﬂttie for
reproduction. o R

2) For the sowing of permanent crops.

3) For the opening up or improvement of arable;lands;>hy

4):  For the purghsse ar installation of sgricultural and industrial
machinery or working effects and material improvements which will direéﬁly
affect the development.of the production of Honduras. -

Term _ ' : ‘

Not more: than 5 years except for loans granted for the breeding of‘fine
cattle, plantations which coumence to produce after the expiry of this period;
and the purchase or installation of improvements with a 'slow amortisation, which
nay exceed 7 years. ' : i
Payments... -

By periodic amortisations which wmay be deferred until the investment begins
to produce. ‘ B
3. Long-Term Loans:

These are used for:

1) The acquisition of agricultural lands,

. 2). . The fulfillment of productive agricultural tasks.

3)  The purchase or construction of buildings for the establishment °
of industrial plants, warehouses, workshops, etc.- '

4)  The construction of collective dwellings for workers.

Termn

Not less than five years nor more than:25 years. -
Guaranties

First worigage on real estate situated within the territory of -
Honduras.,

Norms for credit

The Board shall fix from time to time the margins of security and ~
patterns -of valuation for loans. In no csase may the amount of a loan exceed the
following limits: -

a) - 100 per cent for loans guaranteed with value such as shares and
debentures issued within the Republic by Limited Liability companies or on |
wortgage bonds issued by the Bank itself, L '

/o) 80 per cent on
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b) 80 per cent on loans guaranteed by movable goods.

c) 60 per cent for loans guaranteed w1th mortgages.

The valuatlons of Lhe guarantles which the Bank may make before grantlng
loans shall be based on the value of the incowme and annual y;eld‘of,the._
property offered. In the case of real estate, when the valuations exceed the
declared value for the payment of taxes, uhlS last figure shall be the one to
be taken into account for f1x1ng the ﬁﬁrper cent.

The appllcatlons for credlt should express clearly the amount requested,
the purpose for which it is to be used, the guarsnties offered, the term and
the forn ow anortlsatlon, as well as a statement of the goods,. incoue and expenses
of The mpt¢. ant. The data shall be given under cath and shall be strictly
confidential, S o v ' '

The sums granted shall be those strictly“necessary for the achievement

f the aims declared. D ' | _ C et e

The Bank may control the use of credit by means of its agents. If the-
client should refuse te give information for purposes. of control, the term
shall expice and the obligation becoues totaliy payable,

Any transfer'in the oﬁnership and constitution of new burdens on the guaranty
should be eonSulted with the Bank, the term expiring if this requirement is pot.
fulfilled. o

Long term;credits'are paid by wmonthly, six-monthly or annual gquotas.

Fach quo®a couprises the payment of capitai and interests, The Bank shall
prepare tables and give the clients.forms aescribing the suns paid..

The clients may pay the long-term obligations in currency or in bonds at
part of the series correspcnding to the loan,

Mortgage Bonds S 1 ‘.‘ ‘

The Law of the Development Banks roresees tnat the Institution will issue .
"lien bonds and bearer mortgage bonds which shall be transferable and negotiable
by simple tradition, Above the real guaranties of the mortgages and liens
constituted in the Bank's favour, the bonds andvbearer bonds shall enjoy the most
couplete subsidiary guarantee of_the‘State.‘v‘”

Degartmen:*0£>Devc{opment o .

This DepartmenL 1s the unlt by means of whlch the Bank may erfect the

folloning operatlons' ' .

ShAr

/a) Participate in
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a) Participate in forming the whole ori{@it of the capital of private,
public or semi-governmental enterprises, as well ‘as piirehase and guarantee the
obligations which these may issue. ~ ' C o

b) Sell and place shares and obligations of the enterprises indicated in
the preceding paragraph.

c) . Organise énd participate in the orgarnisation and intervene in
enterprises and companies related -with the aims of the Bank. ‘

d) . [Establish, patronide:and direct resedrch and ‘éxperimental serﬁices}
surveys and scholarships. .=

e) Direct»develOPmentlPrOjectS'andﬂworks for the account of the Goverhment
or of third parties. ( -

) Import, export, buy, sell, rent, store, and transport machinery, tools, -
working tools, seed, fertilisers and fruits or products in general, '

g) Serve as a ocoxdinating body for the Government's economic
development policy. . . - * '

h) Act as the Government's financial agent in the contracting of foreign o
loans to be used for economic developiient, and to represent it before international

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

The Development Fund shall be used exclusively for the aims indicated by"
the Law and the resolutions of the Bodrd.of Directors regarding this should be
taken in collaboration with the Committee of Development and’ subject to0°a prior =
report fron the Technical Division.. ..u. .
Budget
The Board of Directors should approve .an annual budget of expenditures which '
in the aspect of Economic Development, shall be the Bank's plan of action for ‘
the Fiscal Year. . The Budget -shall couprise:: o
Techni¢al Services:
- Survey and Planning
. ‘Training of ‘technical staff:
Own investments of a productive nature
Specialised Services | ~
The Bank shall establish, maintaim and operate, alone or in c6ogéra£iﬁn‘ﬁith
official or private bodies, in Honduras or abroad, specialised services for R
essistance and technical research in the various agricultural, stockbreeding and
/industrial
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industrial branches. These serV1ces should cover:

a) Agricultural and leestock experimental stétlons, laboratorles for
1ndustr1al experlments, agrlcultural mechanisation statlons, productlon,llmport
export, buying and: selllng of good quallty seed flne stud anlmals, disinfect ants,
Tertilisers, agricultural implements, ete; plants for storlng gralns, and’ all
activities directly connected with the aims of the Instltutlon. |

b) Technical adviee to farmers, stockbreeders and 1ndustr1allsts on
matters such as productlon and standardlsatlon methods, the organlsatlon of
enterprises and commerc1alisat10n of productlon. :

c) Technical studles on the countrj 5 economy and natural resources,
improvemnent of the compllatlon of statisties on productlon, consumptlon and
investments; all this bearlnv in mind the convenlence of not dupllcatlnb
similar tasks of economic research being carrled out by other bodles, “and

d) The grantlng of speciallsation scholarshlps abroad to be glven to
Horduraug, with the object of creat 1ng gradually the technlcal staff vhlch may be
necessary,

Techrical Services for the State

At the request of the Government or any of its dependen01es, the Bank shall
lend technical assistance at its own expense or the expense of the Government in
order to carry out research on plans for economlc development and to realise
speclal services on productlon, organlsatlon and admlnlstratlon ox enterprlses
operated by the State or belonging to it. ‘

Adminlstration and Executlon of the Tasks and Projects for the State 5 account

The Bank, a t the Government' suggestlon, may prepare plans and works for
electrlflcatlon, dralnage, 1rr1¢at10n, colonlsatlon, communlcatlons, health etc.
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 with resources from the Developuent 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 bank itself or foreign to the Institution, but
recognised by the latter. /e)  That even when the
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c) That even when the Bénkfﬁﬁes;not estabiiéh the entérprise on its own
account it shall assure a convenient degree of participation in the technical
or administrative mansgement of the same, and

V d)’”*ﬁhat‘the~priﬁcipal activity to vhieh the enterprise is dedicated shall
not ‘have ‘been advénced to a great dégree'byﬂprivateaentefprise.
Technical Division

The Bank shall have a special division authorised to: . . ‘

&) Prepare and submit to.the Bank authorities the .praject of the Annual
Budget of Distribution of the Development Fungd;

b) “'Advise the Department of Development, the Manager, the Board of Directors
and the other Dependencies and Authorities af the Bank. regardlng such ‘technical
problems as these may ‘submit.

c) Propose to the Department of Development the eonducting and.
realisation of studies and projects related to the aims' of the Bank,

. This Division shall have "experts on the following subjects:

Agriculture and Stockbreeding
Industrial technology

Economics and Statistics

“Banking orgsnisation and crcdit policy

"-Natural resources -and -planning

Organisation -and administration of ‘enterprises.

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

Branches and Agencies

The Bank shall establish branches and agent¢ies in those places which it may
consider necessary for the fulfillment of its aims. The work of these is

coordinated in the Divielon of Branchos and Agenocies,.

- [APPENDIX A = .~



E/CN.12/167/Add b
Page 23

APPENDIX A

PRINCIPAL BRANCHES OF HONDURAN AGRICULTURE

The area under éultivabion in Honduras during the 19&5-%#1/ gconomic
year was of approximately 348,000 hectares as is showh tm table A-1.

TABIE A-1
. AREA UNDER CULTIVATION

(Hectares)
Maize 155,090
Coffee 60,538
Maicillo. - L2,074
Bananas 38,440
Beans : 25,440
Sugar cane. 17,333
Rice 9;085
Totals 348,000

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

Maize and beans are the prlnclpal subsistence crops. Production of
sugar is insufficient to meet the needs and it is necessary to import this
commbdity; Bananas are the most important commodity for exﬁdrt. Two U.S.
Companies "The United Fruit Company" and "Standard Fruit Company" have large
scale plantatlons. Between 1929 and 1938 Honduras was the mosb important
exporter of bananas. At the beglnning of that perlod it exported 29,000,000
bunches per annum, but there was a fall in productlon after 1935 owing to
"sigatoka". Sciéntists have Tound that this diseése could besﬁ be controlled
with "Bordeaux Mixture". However, during the- second World War exports decreased
again owing to lack of sea transport. Exports during the 1932-33 to 194k-45
period are detailed in Tablé A-ag

_/ National Economy of Honduras by John Hennessey, Jr. 1s used throughout this
study. Although it 1s a relatlvely old publicatlon, it has excellent
information. -

JTABLE A-2
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TABLE A-2

© . BANANA EXPORTS

Years ‘Thousand  bunches
1932-33 23,493
1934-35 15,827
1935-36 12,229
1936-37 12,710
1937-38 8,458
1938-39 12,557
1939-40 12,677
1940441 13,436
1941-L2 11,700
19k42.43 3,880
19434k 9,172
19k4k-k5 12,905
1945 ' 13,138

S A9hS 14,184
1047 15,211
1948 ceus

Sources: Until 1944.U5 National Econdmy of Honduras by John Hehhé%éey, Jr.
From 1945 on Economic Survey of' Interamerican Agriculture by
Miss Regis Dunnigan, Gonzalo Blanco and: Thew Johnson - Volume I
1949,
Coffee is an important merket crop.for small and mediumiholdersgf‘Part'bf:~
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 2k, 670
hectares, with 39,529,000 trees. This estinate seems high since it implieé'an ‘
aversge productlon of nearly 100 gremmes per tree. S o o
The total exportable production of coffee in: the. 1955-50 to 19h9-50" perlod '

is shown in Table A- 3. o
Co s TABLE A-3

TOTAL EXPORTABLE PRODUC”ION OF LOFFEE
(In thousand sacks of 60 kllos)

Years Total Production Exports
1935-40%/ 57 27
1047-48 100 50

1948~ h9 105. . 650
19&9 SCF/ .109;5_ 60 i

a Average b/ Provisional

Source- O'F oA -R- U..SIOD OA.

/Tobacco
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Tobaceco is another crop of interest to small holders. This product'is
either utilised within the counttry for the manufadture of cigars and clgarettes
or else exported to El Salvador. The production of clgarg and cigarettes was
the following in 1945/LG: '

Cigarettes 339,748,480 packs
Cigars 350,250 units

Other crops that have a certain importance in Honduran agriculture are
abacd (lianila heup), citronella, cocos nuts and wheat. The production of
Manila Hemp in the 194447 period can be seen in Table A-k,

TABLE A-4
PRODUCTION OF MANILA HEMP
Years Fidbre Tons
194k okkL, 625 43,200
1945 2,520,375 124,450
19)+o / 5;155:“'25 92,000
1ou72 5,575,625 81,250

E/ 10 months.,

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

Honduras presents good conditions for the development of livestock.
Livestock breeding exists in almost all the territory although wodern 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 194k census shows the following figures:

TABLE A-5
LIVESTOCK CENSUS 194k
Livestock N Number of Heads
Cattle 702,483
Hogs 258,004
Horses 153,674
Mules and donkeys 71,428
Goats 18,228
Sheep 14,311

Source: National Economy of Honduras
‘ by John Hennessey, Jr,

The "per capita" consumption of wilk is very low. Owing to lack of
transport facilities milk 1s often processed and there is a considerable

production of white salted cheese. Ices are only consumed in important /centres
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centres.l/
In Teguc1galpa there is ‘a meat proce351ng 1ndustry and output of whlch
is about 10,000 pounds a day. ) '
Honduras nas great wealth in timber. Mahoganylénd'piné wood are the

market products.

;/ The Dairy Industry of Honduras, by .R. E. Hodgscn and A, C,.Dahlberg.

:/A_PP'.END"IX‘ B
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APPENDIX B
COMPIEMENTARY IEGISIATION

A draft code of commerce was presented before the Honduren Cong;esé in
July 1948,

This draft code conteins meny provisions which have a direct influence on
Agriculturel Credlt. The following mein-provislons are listed hereaffef for
information., THey deal with |

1) Warehouges
' 2) ' Crop and improvement loans
3) Lien without removal of the pledge
Warehouges: ~ A , . ,

The provisions dealing with these establishments which are related to credit
are the following: - .

1) A deposit mede in a warehouse js one made in an egtablishment to which
the public has free access and the purpose of which 1s to keep any kind of goods.
The werehouses which havs been syeciaslly authorised by the Treasury are suthorised
'%6 1séue deposit certificates and lien bonds for the goods they recgi&e in deposit.

2) A Deposit certificete constitutes.an sssuarance that the depésited goods
are avellable in the warehouse which 1ssues the certificate, the lien bond
coertifies that & llen deposit has been made related to the goods_inﬁicated in the
correghonding deposit certificate,

- The documents that are issued by wersehouses that are not authorised by the
Treasury are not'congidered as being title deeds.

3) In the case of merchandise or goods that are consigned individuelly, the
warehouges may only issue a llen bond in connection with each‘cert%ficate of
deposit. If the merchandise or goods are gemerically consigned, the wérehouses
may issue multiple:.lien bonds, in accordance withnfhe instyuctions of the
dspositor. = S 4

When the certificate of deposit 1s issuad on the exPress condition that 1t
is not negotiable, no lien bond will be issued in connection with 1it,

If @ single lien bond, 1t must be atteched to the certificate of deposit.

- The warehotge mey not igsue a single certificate except when the said
certificate 1s non-negotiable.

/4) Both on
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4) Both on the certificate of depesit dnd thb lien bond mention shall be

made of:
I

11

111,

N
R A

B 4i
. ‘*‘”'7event thereof mention of non-indebtedness.;
5) *Tné

1.

IIT.

ST,

" of taxes, duties or other fiscal liabilities,
* dépends on the prior settlement of such duee,

"insurance

The fact thet 1t is a "Certificate of Deposit" or & lien bond;

“'The nams’ and titie of the warehouse,

The plece of deposit,

The date cn“nhich the document was issued,
The ordinal number of the dociment, viich must tally on both the
certificate of deposit and the lien bond or bonds and their ' |

subsequent numbers, when various of the latter are issued in

AN

relation to a single certificate of deposit
Whe ther the dep0sit wae consigned individually or generically as
regards the merchandise or good.s denosited

" 'The “specifications of the werchandige or ’oods deposited with

reference to their neture quality and quantity and other
identifying factors. o

. The’ stipulated duration of the deposit
The name of the deooeitor,‘or in the event of this occurring, the

fact that the certificates were issued to the Besrer.
"wnetner the gooqs or mercnendiSe uUUUuLLbu is bJac‘ o uhc pa snt

and when deposit
mention thereof.

Whe ther or not the goods or merchandise deposited are covered by
“énd’ In the affirmative, the amount for which they are p
insured. I ' . -
The' sﬂm of the debts or tariff owed to the warehouse, or in the L

Security G