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HONDURAS--Basic Data 

Area and popula t ion  
Area 
Popula t ion  (mid-1981 ) 
Annual r a t e  of populat ion increase  (1976-81) 

GNP (1981) 

GNP per c a p i t a  (1981 e s t . )  

Origin of GDP 
Agr icu l tu re  
~ a n u f  a c t u r i n g  
Construct i o n  
Transport and communications 
Commercial s e r v i c e s  
Other 

Ratios t o  GDP 
Balance of payments cu r ren t  account d e f i c i t  
Exports of goods and se rv ices  , 

Imports of goods and s e r v i c e s  
Centra l  government o v e r a l l  d e f i c i t  

Centra l  government revenues 
Centra l  government expenditures 

External  pub l i c  debt (end of yea r )  
External  debt s e r v i c e  payments 
Gross domestic savings 
Gross domestic investment 
Money and quasilnoney (end of ~ e a r ) l /  - 

Annual r a t e s  of change i n  s e l e c t e d  economic 
i n d i c a t o r s  
GDP - 
Real GDP per  c a p i t a  
Real GDP 
GDP a t  cu r ren t  p r i c e s  
Domestic expenditure ( a t  c u r r e n t  p r i c e s )  
Gross fixed investment 
Consumption 

Pr ices  
GDP d e f l a t o r  
Consumer p r i ces  (annual  averages)  

Centrs l  government f inances  
Central government revenues 
Central  government expendi tures  

112,088 sq. ki lometers  
3.8 mi l l ion  

3.6 per  cen t  

SDR 2,221 m i l l i o n  

SDR 584 

Pre l .  
-1979 1980 1981 - - - 

(pe r  cen t )  
32 3 1 3 2 



Prel .  
Annual r a t e s  of change (continued) 
Money and c r e d i t  
Money and quasi-money 1/ 

Monev 

1979 1980 1981 - - -  
(per c e n t )  

12.4 7.2 10.4 
(14.9) (10.8) (4.5) 

~ u e s i - m n e y  L/ ( io .8 j  - (4.8j  (iwj 
Domestic a s s e t s  of the  f i n a n c i a l  system 3 19.3 18.5 22.6 

Credi t  t o  publ ic  sec tor  (ne t )  (3.2) (7.9) (6.5) 
Credi t  t o  p r iva te  sec tor  (12.3) (7.1) (8.2) 

Trade - 
Merchandise exports  (f .o.b.) 
Merchandise imports (c.1.f.) 

Central  government f inances 
Revenues 
Expendi t u r e s  
Current account surp lus  
Overal l  d e f i c i t  (-) 
External  f inancing (ne t )  
I n t e r n a l  f inancing ( n e t )  

Balance of payments 
Merchandise exports  (f .o.b.) 
Merchandise imports ( c  .i .f .) 
Investment income ( n e t )  
Other s e r v i c e s  and t r a n s f e r s  ( n e t )  
Balance on cur ren t  and 

t r a n s f e r  accounts 
O f f i c i a l  c a p i t a l  (net-) 
Financial  system c a p i t a l  (net)?/ 
Pr iva te  c a p i t a l  ( n e t ) d l  
Net o f f i c i a l  i n t e r n a t i o n a l  rese rves  

( increase  -) 
External  debt a r r e a r s  

(mi l l ions  of l empi ras )  
633 759 741 
813 1,148 1,145 
87 - -81 

-180 -389 -404 
139 252 224 

41 137 ! 180 

(mi l l ions  of U.S. 
756 849 

-852 -1,045 
. -120 -154 

2 4 29 

d o l l a r e )  
795 

Dec. 31 March 31 Dec. 31 March 31 
I n t e r n a t i o n a l  reserve pos i t ion  1980 1981 1981 1982 

(mi l l ions  of U.S. d o l l a r s )  
Central  Bank (gross )  162.1 155.1 118.6 100.7 
Central Bank (ne t )  ' 115.8 119.0 10.5 -30.3 , 

Rest of banking system ( n e t )  -54.2 -32.8 ) -19.6 -20.8 

IMF da ta  ( a s  of Ju ly  31, 1982) 
A r t i c l e  VIII s t a t u s  
In te rven t ion  currency and r a t e  
Present quota 
Cumula t i v e  purchases 

Regular purchases 
O i l  f a c i l i t y  purchases 
Extended Fund f a c i l i t y  purchases 
Compensatory f inanc ing  f a c i l i t y  purchases 

Cumulative repurchases 
Fund holdings of lempiras under 

t ranche po l icy  
Total Fund holdings of lempiras 
EFF arrangement (expired on June 26, 1982) 
Special  Dravlng Rights Department 

U.S. d o l l a r  a t  L 2 p e r  US$ 
SDR 51 m i l l i o n  

SDR 127.6 m i l l i o n  
SDR 63.6 m i l l i o n  
SDR 16.8 m i l l i o n  
SDR 23.9 m i l l i o n  
SDR 23.3 m i l l i o n  
SDR 61 - 8  m i l l i o n  

125.0 p e r  cent  of quota 
209.2 per  cent  of quota 

SDR 47.6 m i l l i o n  

Cumulative SDR a1 l o c a t  ion SDR 19.1 m i l l i o n  
Net a c q u i s i t i o n  o r  u t i l i z a t i o n  (-) of SDRs -SDR 17.1 m i l l i o n  
Holdings of SDRs . 10.6 per  cent  of a l l o c a t i o n  

Share of p r o f i t s  from gold s a l e s  USS4.0 m i l l i o n  

11 Excludes.bonds issued by t h e  nonf inanc ia l  p u b l i c  s e c t o r  and cur- 
rexcy and depos i t s  of nonbank p r i v e t e  f i n a n c i a l  in te rmedia r ies .  

2/ In  r e l a t i o n  t o  t h e  s tock of l i a b i l i t i e s  t o  t h e  p r i v a t e  s e c t o r  a t  
thg  beginning of the  period 

31 lnc ludes  t r a n s a c t i o n s  with nonmonetary i n t e r n a t i o n a l  agencies  and 
a l i o c a t  i o n  of SDRs . 

41 Includes net  e r r o r s  and omissions. - 





I. An Overview 

Since 1979 the  economic and f i n a n c i a l  p o s i t i o n  of Honduras has  
d e t e r i o r a t e d  s u b s t a n t i a l l y  due t o  a  combination of e x t e r n a l  and in- 
t e r n a l  f a c t o r s .  The growth i n  r e a l  GDP dece l e ra t ed  from an  average of 
7  per  c e n t  i n  t he  per iod  1977-79 t o  2-1/2 per  cen t  i n  1980 and v i r t u a l l y  
no growth was recorded i n  1981. This  dec l ine  was r e g i s t e r e d  i n  a l l  sec- 
t o r s  of t h e  economy and r e f l e c t e d  the  combined e f f e c t s  of a  d e t e r i o r a -  
t i o n  i n  t h e  e x t e r n a l  terms of t r a d e ,  and a  drop i n  p r i v a t e  investment 
and f o r e i g n  t r ade  a s soc i a t ed  wi th  t h e  p o l i t i c a l  and economic c r i s i s  i n  
Cen t r a l  America (Sec t ion  11). 

These same f a c t o r s  were a t  work i n  t he  balance of payments which 
r e g i s t e r e d  l a r g e  o v e r a l l  d e f i c i t s  i n  1980-81, a f t e r  s e v e r a l  yea r s  of 
surp lus .  The e f f e c t s  of a  d e t e r i o r a t i o n  i n  t he  terms of t r a d e  and h igh  
i n t e r e s t  r a t e s  abroad were r e f l e c t e d  i n  an i n c r e a s e  i n  t h e  c u r r e n t  ac- 
count d e f i c i t  from a n  average of 8-1/2 per  cent  of GDP i n  1977-79 t o  
nea r ly  12  per  cent  i n  1980-81. Through 1980, t h e  i n c r e a s e  i n  t h e  cur- 
r e n t  account d e f i c i t  was p a r t l y  o f f s e t  b y . l a r g e r  ne t  c a p i t a l  inf lows 
mainly because of a  h ighe r  u t i l i z a t i o n  of o f f i c i a l  a i d  a s s o c i a t e d  with 
the  execut ion of t h e  pub l i c  investment program. But i n  1981, n e t  cap i -  
t a l  inf lows dropped sha rp ly  because of a  dec l ine  i n  nonbank p r i v a t e  
c a p i t a l  inflows and a  n e t  repayment by domestic banks of f o r e i g n  l i n e s  
of c r e d i t  due t o  a  reduced exposure i n  t he  r eg ion  by f o r e i g n  banks. 
The o v e r a l l  balance of payments d e f i c i t  i n  1981 amounted t o  USS126 m i l -  
l i o n  ( inc luding  e x t e r n a l  debt  a r r e a r s )  and a t  t h e  end of t h e  year  t h e  
gross  i n t e r n a t i o n a l  r e s e r v e s  of t h e  Cent ra l  Bank amounted t o  US$119 mil- 
l i o n ,  o r  the  equiva len t  of s i x  weeks of imports (Sec t ion  V). 

The domestic coun te rpa r t  of t h e  e x t e r n a l  d i s e q u i l i b r i u m  which 
emerged. i n  1980-81 was a  sharp  i n c r e a s e  i n  t he  o v e r a l l  d e f i c i t  of t he  
publ ic  s e c t o r  from t h e  equ iva l en t  of 6 p e r  cent  of GDP i n  1977-79 t o  
nea r ly  9  per cent  of GDP i n  1980-81. During t h e  e a r l i e r  of t h e  two 
time periods j u s t  mentioned, t h e  f i s c a l  d e f i c i t  was f inanced mainly 
with disbursements of e x t e r n a l  a i d  l inked  with t h e  p u b l i c  investment 
program. However, most of t he  increment i n  t h e  d e f i c i t  du r ing  1980-81 
was financed by domestic bank r e sources ,  a s  i t  r e f l e c t e d  a  d e t e r i o r a t i o n  
i n  publ ic  savings more than an i n c r e a s e  i n  p u b l i c  investment .  

To some e x t e n t ,  t h e  e ros ion  i n  p u b l i c  s av ings  i n  t h e  l a s t  two years  
was induced by the  e f f e c t s  of d e c l i n i n g  t r a d e  and domestic economic 
a c t i v i t y  on revenue perfomance;  however, ti d e t e r i o r a t i o n  i n  t a x  admin- 
i s t r a t i o n ,  r i s i n g  t a x  evas ion ,  and de lays  i n  t h e  adjustment  of pub l i c  
e n t e r p r i s e  t a r i f f s  a l s o  exp la in  an  important  p a r t  of t h e  weak per for -  
mance i n  publ ic  s e c t o r  revenues. A t  t h e  same t ime,  t h e  growth i n  cur- 
ren t  expenditures  a c c e l e r a t e d ,  e s p e c i a l l y  i n  1980, because of t h e  in -  
corpora t ion  of new s o c i a l  programs i n  t h e  budget,  wage i n c r e a s e s  f o r  
government workers and ex t r ao rd ina ry  expendi tures  r e l a t e d  t o  programs 
t o  handle re fugees  from neighboring c o u n t r i e s .  



P u b l i c  investment ou t l ays  a l s o  rose  dharply a f t e r  1979 because of 
t h e  implementation of new development p r o j e c t s  i n  t he  a r e a  of hydro- 
power g e n e r a t i o n ,  f o r e s t r y ,  p o r t s ,  and roads. I n  1981, however, pub l i c  
investment  f e l l  considerably because of adminis t ra t ive  bo t t l enecks ,  
t h e  l a c k  of domestic counterpar t  funds and the  suspension of work a t  
a n  impor tan t  po r t  p r o j e c t  (Puerto C a s t i l l a )  due t o  a  d i s p u t e  between 
t h e  Government and a fore ign  c o n t r a c t o r  (Sec t ion  111). 

Monetary developments during t h e  l a s t  two yea r s  were cha rac t e r i zed  
by a  s h a r p  dec l ine  i n  t h e  growth of p r i v a t e  f i n a n c i a l  s av ings  and a  
r i s e  i n  o v e r a l l  bank c r e d i t  expansion mainly because of t h e  domestic 
f i nanc ing  requirements of t he  pub l i c  s e c t o r .  The growth i n  c r e d i t  t o  
t h e  p r i v a t e  s e c t o r  decl ined throughout t he  per iod  under review, i n  p a r t ,  
because of t he  crowding-out e f f e c t  of pub l i c  s e c t o r  c r e d i t  expansion 
and, i n  p a r t ,  because of t he  d r a i n  on the  banks' loanable  resources .  
I n  a d d i t i o n  t o  t h e  sharp  d e c e l e r a t i o n  i n  t h e  growth of bank l i a b i l i t i e s  
t o  the  p r i v a t e  s e c t o r  during 1980-81, t h e r e  was a l s o  a  lower n e t  in f low 
of f o r e i g n  resources  t o  t he  banks i n  t h e  l a s t  two years  because of t h e  
cu r t a i lmen t  i n  fo re ign  l i n e s  of c r e d i t  r e f e r r e d  t o  e a r l i e r  (Sect ion I V ) .  



11. Expenditure,  Output, and P r i c e s  

1. Overa l l  t r ends  8 

Af te r  a  period of r ap id  economic growth dur ing  1975-79, Honduras' 
economic and f i n a n c i a l  s i t u a t i o n  d e t e r i o r a t e d  i n  1980-81 because of a 
combination of i n t e r n a l  and e x t e r n a l  f a c t o r s  which a f f e c t e d  n e g a t i v e l y  
both expor ts  and investment a c t i v i t y .  A s  a  r e s u l t ,  t h e  r a t e  of growth 
i n  r e a l  GDP dece l e ra t ed  from a n  average of 7  per  cen t  i n  1975-79 t o  
2-1/2 per  cent  i n  1980 and t o  l e s s  than 1 / 2  per  c e n t  i n  1981. Th i s  
d e c e l e r a t i o n  was more s t r i k i n g  i n  terms of changes i n  r e a l  n a t i o n a l  
income ( ad jus t ed  f o r  t h e  terms of t r a d e )  which dec l ined  by 1 per  cen t  
i n  1980, and by a  f u r t h e r  5  p e r  cent  i n  1981 (compared wi th  a n  average 
inc rease  of 8  per cen t  r e g i s t e r e d  i n  1977-79). The much sha rpe r  de- 
c l i n e  i n  the  growth of n a t i o n a l  income compared w i t h  output  s i n c e  1978 
r e f l e c t e d  t h e  sus t a ined  drop i n  t h e  count ry ' s  terms of t r a d e  i n  t h a t  
period (Table 1). 

The s t agna t ion  i n  e x p o r t s  i n  1980-81 was caused by t h e  d e c l i n e  i n  
both r eg iona l  end f o r e i g n  demand and by t h e  accompanying d e t e r i o r a t i o n  
i n  the  terms of t r a d e .  Underlying t h e  drop i n  domestic investment  
a c t i v i t y  was an e r o s i o n  i n  confidence i n  t h e  p r i v a t e  s e c t o r ,  a s s o c i a t e d  
wi th  the  reg ional  p o l i t i c a l  c r i s i s ,  and t h e  f i n a n c i a l  c o n s t r a i n t s  faced 
by t h e  Government, p a r t i c u l a r l y  i n  1981, which l e d  t o  s u b s t a n t i a l  c u t s  
i n  the  publ ic  investment program. While t he  t r e n d s  i n  expor t s  and in- 
vestment were s i m i l a r  i n  1980 and 1981, t h e  r a t e  of i n f l a t i o n  d i f f e r e d  
widely i n  those yea r s .  The average r a t e  of i n f l a t i o n  i n  Honduras reached 
a  record l e v e l  of 18  per  c e n t  i n  1980 and then dropped sha rp ly  i n  1981, 
following r a t h e r  c l o s e l y  t h e  p r i c e  performance of i t s  main t r a d i n g  pa r t -  
ners .  

No r e a l  growth i s  a n t i c i p a t e d  f o r  t h e  Honduran economy i n  1982 
owing, a s  i n  t he  two previous  y e a r s ,  t o  a  combination of i n t e r n a l  and 
ex terna l  f a c t o r s .  Domestic investment  i s  expected t o  f a l l  i n  real terms 
because of a  cont inuing  l a c k  of p r i v a t e  s e c t o r  confidence and t h e  f inan-  
c i a l  c o n s t r a i n t s  faced by t h e  Government, whereas expor t s  a r e  expected 
t o  dec l ine  because of t h e  con t inu ing  weakness i n  i n t e r n a t i o n a l  demand 
and s tagnant  commodity p r i c e s .  The a n t i c i p a t e d  d e c l i n e  i n  aggrega te  
demand and lower r a t e s  of i n f l a t i o n  i n  Honduras' main t r a d i n g  p a r t n e r s  
a r e  expected t c  hold t h e  r a t e  of i n f l a t i o n  c l o s e  t o  the  l e v e l  reached 
i n  1981. 



Table 1. Honduras: Annual Grodth Rates  of Product i  
and National Income 

Q 

( I n  per  cen t )  

Real  GDP a t  1966 p r i c e s  - 11 5.8 - - 7.3 - 6.7 - 1.6 -0.4 - 
Primary product ion  6.7 4.6 7.2 -2.4 1 .O 

Of which: a g r i c u l t u r e  and 
r e l a t e d  s e c t o r s  (7.'4) (4.7) (7.4) (-2.8) (1.0) 

Secondary product ion 8.7 9.9 4.4 3.9 0.3 
Of which: manufacturing (9.8) (10.2) (3.5) (5.6) (2.5) 

cons t ruc t ion  (5.6) (10.5) (7.9) (-2.9) (-9.1) 

Serv ices  4.0 7.8 7.4 3.2 -1.4 
O f  which: 

t r a n s p o r t  and communications (3.8) (10.2) (7.9) (3.7) (-1 -2) 
commercial s e r v i c e s  (1.9) (13.3) (8.4) (3.6) (-3.0) 
pub l i c  admin i s t r a t i on  (10.5) (6.3) (6.0) .(4.2) (--) 

Real n a t i o n a l  income 5.5 6.2 5.5 0.4 -0.3 

Real n a t i o n a l  income adjus ted  
f o r  t h e  terms of t r ade  21 - 8.9 9.9 6.0 -1.3 -5.3 

Per c a p i t a  r e a l  n a t i o n a l  
income adjus ted  f o r  t he  
terms of t r a d e  5.1 6.1 2.3 -4.7 -8.6 

Sources: S t a t i s t i c a l  Appendix Tables  15 and 16; Cen t ra l  Bank of 
Honduras; and Fund s t a f f  es t imates .  

11 At f a c t o r  c o s t .  - 
21 For  purposes of comparabi l i ty ,  t h e  terms of t r a d e  adjustment  i s  

ca i cu la t ed  us ing  u n i t  va lue  i n d i c e s  ('1966 = 100) prepared by , t h e  
Cent ra l  Bank of Honduras, and t h e r e f o r e  d i f f e r s  from t h a t  c a l c u l a t e d  
i n  s e c t i o n  V of t he  r epo r t .  

2. Aggregate supply and demand 

The i n t e n s i f i c a t i o n  of t he  r e g i o n a l  c r i s i s  i n  1979 and t h e  slow- 
down of t h e  world economy i n  1980 c o n t r i b u t e d  t o  a  s u s t a i n e d  and sha rp  
dece l e ra t ion  i n  t he  growth of r e a l  agg rega te  demand i n  t h e  l a s t  two 
years .  This  d e c e l e r a t i o n  was most n o t i c e a b l e  i n  investment  and expor t s  
and, a s  a  r e s u l t ,  consumption a s  a  p r o p o r t i o n  of agg rega te  demand in-  
creased from 63 per  cent  i n  1977 t o  65 per  c e n t  i n  1981, while  i n v e s t -  
ment dropped from 1 6  pe r  c e n t  t o  14 p e r  c e n t  over  t h e  same per iod  



(Table 2). Real f i x e d  c a p i t a l  formation, which had grown a t  a n  aver-  
age annual  r a t e  of 1 3  per  cen t  i n  1977-79, increased  by o n l y  2 p e r  c e n t  
i n  1980 and dropped by 16  per  cent  i n  1981. Publ ic  i nves tmenhdec l ined  
by 25 p e r  cent  i n  1981, a s  many important p r o j e c t s  experienced de l ays  
and cu tbacks  due, i n  p a r t ,  t o  t h e  f i n a n c i a l  c o n s t r a i n t s  faced  by t h e  
pub l i c  s e c t o r  and, i n  p a r t ,  t o  admin i s t r a t i ve  problems a s s o c i a t e d  w i t h  
the  e l e c t o r a l  process .  The est imated drop i n  p r i v a t e  investment i n  
1981 (10  p e r  cen t )  was caused by t h e  negat ive  impact of t h e  r e g i o n a l  
c r i s i s  on confidence which was compounded by domestic p o l i t i c a l  uncer- 
t a i n t i e s  and the  crowding-out e f f e c t  of pub l i c  s e c t o r  f i nanc ing  r equ i r e -  
ments. The growth of expor t s  i n  r e a l  terms a l s o  slowed down from a n  
average r a t e  of 10  p e r  cent  i n  1977-79 t o  4 per  cent  i n  1980, and then  
dec l ined  by 8 per cen t  i n  1981. I n  1981 t h e  d e c l i n e  i n  expor t s  was 
explained mostly by the  weak performance of major expor t s  ( i .e . ,  c o f f e e ,  
meat, and bananas), but  expor t s  t o  t h e  r e s t  of t he  Cen t r a l  American 
reg ion  a l s o  s tagnated .  

Table 2. Honduras: Changes i n  Supply and Demand Components 

Per  Cent of 
Aggregate Percentage Change a t  1966 P r i c e s  

Demand P re l .  
1977 1981 1977 1978 1979 1980 1981 

Gross domestic 
product - 72.4 74.2 - 8.7 - 6.5 - 6.6 - 2.6 - 0.3 - 

F o r e i g n s u p p l y  - 27.6 25.8 23.5 - - 12.7 - 10.4 - 8 . 1  -20.9 - - 
Aggregate supply 

and demand 100.0 100.0 12.4 - - - - - 8.2 - 7.7 - 4.2 -6.2 

Foreign demand 21.2 20.8 - - - - 15.3 - 4.0 - 11.6 - 4.4 -8.0 

Gross domestic 
-- -- 

expenditure  
Consumption 

Public  
P r i v a t e  

lnve s tment 
Fixed c a p i t a l  

formation 
Publ ic  
P r i v a t e  

Change i n  in-  
ven to r i e s  

Source: S t a t i s t i c a l  Appendix Table 15. 



I n  l i n e  wi th  t h e  increase  i n  t he  s h a t e  of consumption i n  aggregate  
demand noted above, gross  domestic savings decl ined a s  a p ropor t ion  of 
GDP from an average of 23 per cent  i n  1977-79 t o  21 per  c e n t  i n  1980, 
a& t o  18  p e r  cen t  i n  1981 (Table 3 ) .  This  d e c l i n e  i n  t h e  sha re  of 
g ros s  -domestic sav ings  i s  mainly a r e f l e c t i o n  of t h e  sha rp  de t e r io ra -  
t i o n  i n  p u b l i c  savings which averaged nea r ly  5-1/2 pe r  c e n o f  GDP i n  
1977-79, bu t  subsequent ly dropped t o  3 per  cen t  i n  1980 and t o  1-1/2 per 
cent  i n - 1 9 8 1 .  Foreign savings,  by c o n t r a s t ,  showed a marginal  i nc rease  
from a n  average of 4-112 per  cent  of GDP t o  an  average of 6-112 per  cent  
i n  1980-81, which was r e f l e c t e d  t o  a l a r g e  e x t e n t  i n  a sha rp  drawdown of 
t h e  C e n t r a l  Bank's n e t  i n t e r n a t i o n a l  r e se rves  i n  t h e  l a t t e r  two years .  

Table 3. Honduras: Savings and Investment 

( I n  per  cen t  of GDP) 

P r e l  . 
1977 1978 1979 1980 1981 

Gross domestic investment 26.1 - 28.3 29.3 28.6 24.0 - - - - 
Publ ic  f i x e d  c a p i t a l  formation 10.4 10.8 10.0 10.2 7.9 
F'rivate f i xed  c a p i t a l  formation 14.4 16.2 17.2 16.8 16.4 
Change i n  i n v e n t o r i e s  1.3 1.3 - 2.1 1.6 -0.3 

Financing of investment 
Gross domestic sav ings  

pub l i c  sav ings  ( 5 - 5 )  
P r i v a t e  sav ings  (15.8) 

Foreign savings 4.8 
Net c a p i t a l  in f low 1/ - (12.0) 
Net t r a n s f e r s  (0.9) 
Al loca t ion  of SDRs (-- 1 
Net f a c t o r  payments (-4.5) 
Change i n  n e t  o f f i c i a l  for -  

eign r e s e r v e s  ( i nc rease  - )  (-3.6) 

Sources: S t a t i s t i c a l  Appendix Tables  14  and 17. 

11 Inc ludes  e r r o r s  and omissions and, i n  1981, e x t e r n a l  debt  a r r e a r s .  - 

3. Production bv s e c t o r  

Since 1977 t h e  s t r u c t u r e  of t h e  Honduran economy, a s  measured by 
the  s e c t o r a l  d i s t r i b u t i o n  of resl GDP a t  f a c t o r  c o s t ,  has  shown only  
marginal changes. The primary s e c t o r  (mainly a g r i c u l t u r e )  accounted 
f o r  near ly  30 per  cent  of GDP i n  1981, whereas t h e  secondary s e c t o r  



(mainly manufacturing and cons t ruc t ion )  and the  s e r v i c e s  s e c t o r  ac- 
counted f o r  22 pe r  c e n t  and 48 p e r  c e n t ,  r e s p e c t i v e l y  ( S t a t i s t i c a l  

' Appendix Table 16). 

I n  1981 r e a l  GDP ( a t  f a c t o r  c o s t )  dec l ined  by n e a r l y  112 pe r  c e n t ,  
compared wi th  an i n c r e a s e  of 1-1/2 per  cent  i n  1980 and an  average r a t e  
of growth of 6-1/2 p e r  cent  i n  1977-79. Cont r ibut ing  t o  t h e  d e c l i n e  i n  
1981 were the  dec l ine  i n  t h e  va lue  added of t h e  s e r v i c e s  s e c t o r  and t h e  
sharp slowdown i n  t h e  growth of t h e  secondary s e c t o r ,  which combined 
toge the r  outweighed t h e  s l i g h t  recovery r e g i s t e r e d  by t h e  a g r i c u l t u r a l  
s e c t o r  (Chart 1).  

a .  Agr i cu l tu re  

Real value added i n  t he  a g r i c u l t u r a l  s e c t o r  increased  by 1 p e r  
cen t  i n  1981, a f t e r  d e c l i n i n g  by nea r ly  3 per  cen t  i n  1980. During 
1977-79 t h e  average r a t e  of of t he  a g r i c u l t u r a l  s e c t o r  amounted 
t o  6-1/2 per  cen t .  With t h e  except ion  of bananas, co t ton ,  and c a t t l e  
s l a u g h t e r ,  t h e  increased  output  of most a g r i c u l t u r a l  p roducts  cont r ib-  
uted t o  t h e  recovery of t h i s  s e c t o r  l a s t  year.  

Banana f e l l  by 7 pe r  cent  i n  1981, i n  l i n e  wi th  a n  equal  
drop i n  t h e  c u l t i v a t e d  a r e a  ( S t a t i s t i c a l  Appendix Table 21). This  was 
the  f i r s t  d e c l i n e  r e g i s t e r e d  i n  banana product ion  s i n c e  t h e  a u t h o r i t i e s  
e s t a b l i s h e d ,  i n  t h e  a f t e rma th  of Hurricane F i f i  (1974),  a stat@-owned 
banana co rpo ra t ion  (COHBANA) t o  oversee  t h e  programs of land  recovery 
and of t e c h n i c a l  and f i n a n c i a l  a s s i s t a n c e  t o  smal l  producers.  The re- 
covery of banana product ion was s w i f t ,  i n c r e a s i n g  a t  an  average annual 
r a t e  of 8  per cent  i n  t he  per iod  1975-80. Labor u n r e s t ,  f ue l ed  by t h e  
e l e c t o r a l  p rocess ,  and management problems i n  some of COHBANA1s main 
opera t ions  r e s u l t e d  i n  r i s i n g  c o s t s  which was t h e  main f a c t o r  con t r ib -  
u t ing  t o  t he  d e c l i n e  i n  banana product ion i n  1981. 

Coffee product ion increased  by 7 per  cen t  i n  1981 a f t e r  a  smal l  
dec l ine  i n  1980. S ince  1970, c o f f e e  product ion  has  increased  a t  a n  
average annual r a t e  of 8 p e r - c e n t ,  which can be a t t r i b u t e d  t o  t h e  ef-  
f o r t s  of t he  Honduran Coffee I n s t i t u t e  (IHCAFE) t o  i n t roduce  new tech- 
nologies  and t o  develop necessary  i n f r a s t r u c t u r e .  A s  a r e s u l t  of 
IHCAFE1s e f f o r t s ,  t h e  c u l t i v a t e d  a r e s  s u b j e c t  t o  new technology, a s  a  
proport ion of t h e  t o t a l  c u l t i v a t e d  a r e a ,  i nc reased  from 32  per  cen t  i n  
1974 t o  55 per  cent  i n  1981. The main element i n  IHCAFE1s program has  
been t h e  i n t r o d u c t i o n  of a  t echno log ica l  package c o n s i s t i n g  of new 
v a r i e t i e s  of c o f f e e  p l a n t s ,  more dense ly  p lan ted  farms,  more i n t e n s i v e  
use of f e r t i l i z e r s  and i n s e c t i c i d e s ,  and t h e  c o n s t r u c t i o n  of acces s  
roads. These e f f o r t s  have s u c c e s s f u l l y  boosted p r o d u c t i v i t y  i n  t h e  
cof fee  s e c t o r ,  d e s p i t e  t h e  spread  of r u s t  d i s e a s e  i n  r ecen t  years .  
Since 1977 co f fee  product ion  has increased  a t  a n  average annual r a t e  
of nea r ly  13  per  c e n t ,  while  t h e  c u l t i v a t e d  a r e a  inc reased  i n  t h e  same 
period a t  an average annual  r a t e  of j u s t  over  1-1/2 p e r  cent .  



The product ion of co t ton  dropped by 14 per  cent  i n  1981, a s  an in-  
c rease  i n  y i e l d  was more than o f f s e t  by a  reduct ion  i n  c u l t i v a t e d  a r e a .  
Despite t h e  sus ta ined  increase  i n  t he  export p r i c e  f o r  c o t t o n  i n  t h e  
l a s t  f i v e  y e a r s ,  co t ton  product ion .has  shown wide swings dur ing  t h i s  
per iod and t h e  l e v e l  of production i n  1981 was only s l i g h t l y  h igher  
than t h a t  reached i n  1977. By c o n t r a s t ,  t h e  product ion o f , s u g a r c a n e  
responded s t r o n g l y  t o  t h e  sus ta ined  inc rease  r e g i s t e r e d  i n  export  p r i c e s  
through 1980. sugar  production increased  a t  an-average annual  r a t e  of 
nea r ly  1 0  per  cent  i n  1978-80, wi th  the  a r ea  under c u l t i v a t i o n  increas-  
ing a t  p r a c t i c a l l y  t he  same pace. I n  1981 sugar  product ion increased  
by an a d d i t i o n a l  2 per cen t ,  s o l e l y  on the  b a s i s  of an improved y i e l d ,  
a s  the  a r e a  under c u l t i v a t i o n  remained p r a c t i c a l l y  unchanged. 

I n  1981 c a t t l e  s laughter  continued t o  drop, r e f l e c t i n g  t h e  d e c l i n e  
i n  beef expor t s  which s t a r t e d  i n  1980. C a t t l e  s l augh te r  dec l ined  by 
3 per  c e n t - i n  1981 (with expor ts  f a l l i n g  by 10 per  Eent ) ,  fol lowing-  a  
dec l ine  of 1-112 per  cent  i n  1980 (when expor t s  had dropped by 5 p e r  
cen t ) .  I n  1978-79 c a t t l e  s l augh te r  increased  a t  an average annual r a t e  
of 16  p e r  cen t  i n  l i n e  wi th  a .  rap id  growth i n  expor ts .  The r i s e  i n  
beef expor t s  i n  those  years  was due p a r t l y  t o  an  inc rease  i n  Honduras' 
export  quota  i n  t he  U.S. market and p a r t l y ,  t o  a n  i n c r e a s e  i n  t h e  herd 
s i z e  because of c a t t l e  migrat ion from Nicaragua. - 

Although t h e  product ion of b a s i c  g ra ins  (corn , -beans ,  r i c e ,  and 
sorghum) a s  a  whole remained s t agnan t  through 1980, a  s h a r p  r e v e r s a l  
i n  ;his  t rend  took p l ace  i n  1981, p a r t i c u l a r l y  i n  t h e  c a s e  of co rn  and 
beans. I n  1981 the  production of corn increased  by 11 per  cen t  whereas 
the output  of beam rose  by 9 pe r  cent .  The inc rease  i n  t h e  bean c rop  
was due p r i n c i p a l l y  t o  a  sharp  i n c r e a s e  i n  y i e l d ,  whereas t h e  product ion 
of o t h e r  b a s i c  g ra ins  was increased  i n  l i n e  wi th  an  expansion i n  t h e  
a r ea  c u l t i v a t e d .  The sharp i n c r e a s e  i n  t h e  product ion of b a s i c  g r a i n s  
i n  1981 can be a t t r i b u t e d  t o  a  number of f a c t o r s .  An i n c r e a s e  i n  sup- 
por t  p r i c e s  f o r  t he  1981-82 crop ,  ranging  from 1 0  per  cen t  f o r  r i c e  t o  
37 per  c e n t  f o r  beans, appears  t o  have s i g n i f i c a n t l y  changed r e l a t i v e  
p r i ce s  i n  f avo r  of t h e  product ion of b a s i c  g r a i n s  compared wi th  what 
i n  the  p a s t  had been more prof i t a b l e  c rops  (e.g., tomatoes,  soybeans, 
sesame) ( S t a t i s t i c a l  Appendix Table 20). Moreover, i n  c o n t r a s t  w i th  
previous years ,  t h e  Agr i cu l tu ra l  Development Eank (BANADESA) provided 
adequate f i nanc ing  t o  t he  producers  of b a s i c  g r a i n s  and r a i n s  were abun- 
dant d u r i n g  t h e  p lan t ing  -season. 

Since i t s  establ ishment  i n  l a t e  1978, t h e  Honduran I n s t i t u t e  of 
A g r i c u l t u r a l  Marketing (IHMA) has  been r e s p o n s i b l e  f o r  s e t t i n g  suppor t  
p r i c e s  f o r  bas i c  g ra ins  and , f o r  market ing t h e s e  crops.  I n  1980, lHMA 
found i t  necessary  t o  import s u b s t a n t i a l  q u a n t i t i e s  of b a s i c  g r a i n s  a t  
a time when t h e i r  p r i c e s  i n  t h e  i n t e r n a t i o n a l  market had increased  sub- 
s t a n t i a l l y ,  but  i n  1981-82 IHMA has  been forced  t o  expor t  co rn  a t  a 
l o s s ,  a s  t h e  agency's s to rage  c a p a c i t y  wss exceeded by t h e  l e v e l  of 
production l a s t  yezr . 0 
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b. Manufacturing 

.In 1981 real value added in the manufacturing sector incrgased by 
2-1/2 per cent, the lowest rate registered in the last five years. 
After rising at an average rate of 10 per cent in 1977-78, in response 
to the rapid expansion of income and liquidity generated by the coffee 
boom of 1976-77, the growth in manufacturing output slowed to an average 
rate of 5 per cent in 1979-80 as a result of less buoyant domestic and 
foreign demand, in the wake of falling coffee prices and the intensifi- 
cation of recession in the industrialized countries. The further slow- 
down in the growth of manufacturing output in 1981 was due to the con- 
tinuing deterioration of economic conditions in neighboring countries 
brought about by political strife in the region and compounded by a 
deterioration in Hondurast competitive position in the Central American 
Common Market. In addition, smuggling from bordering countries, induced 
by the relative appreciation of the lempira, has also hurt the domestic 
industry. A reduction in foreign lines of credit and the scarcity of 
foreign exchange and domestic credit have also contributed to the stag- 
nation in manufacturing output. 

Exports of manufactured goods falling under the provisions of the 
country's export promotion legislation, which had increased in 1977-80 
at an average annual rate of 28 per cent, remained unchanged in 1981, 
providing an indicstion of the slowdown in manufacturing output. Still 
another indication is provided by the decline in the output of construc- 
tion materials, textiles, and beer, and the slower expansion in the pro- 
duction of cement and matches last year. 

c .  Construction 

The construction sector has also been adversely affected by the 
effects of the prevailing economic and political uncertainties in the 
region on financial savings and credit flows. Restrictive financial 
conditions, as well as the delays and cutbacks in the Government's pub- 
lic investment program mentioned earlier, have led to a sharp decline 
in construction activity in the last two years. Real value added in 
the construction sector declined by 3 per cent in 1980 and by 9 per 
cent in 1981, after an average rate of growth of 8 per cent during 
1977-79. This decline was reflected in a lower rate of construction 
of residential as well as commercial and industrial structures. 

4. Prices 

The rate of inflation in Honduras has tended to follow closely 
that of its major trading partners, mainly the United States (Chart 2). 
Accordingly, the sharp rise in international inflation attendant upon 
the surge in petroleum prices in 1979-80 wzs an important factor con- 
tributing to the acceleration in the rate of inflation in Honduras that 
reached near record levels (12 per cent and 18 per cent, respectively, 
in those years), thus ending a period of relative price stability 
(Table 4). In 1981 the rate of inflation in Honduras dropped sharply 



t o  j u s t  ove r  9 per  cen t ,  once aga in  i n  lBne with a sha rp  d e c l i n e  i n  t h e  
i n f l a t i o n  r a t e s  experienced by i t s  main t rad ing  p a r t n e r s  which accompa- 
n ied  t h e  s t a b i l i z a t i o n  of petroleum p r i ces .  Another c o n t r i b u t i n g  fac- 
t o r  t o  t h e  a c c e l e r a t i o n  of t he  r a t e  of i n f l a t i o n - i n  1979-80 was t h e  ex- 
pansion of r e a l  aggregate demand i n  Honduras; i t s  sharp  c o n t r a c t i o n  i n  
1981 h e l p s  t o  exp la in  the  dec l ine  i n  t h e  r a t e  of i n f l a t i o n  l a s t  year .  
During t h e  f i r s t  four  months of 1982, t h e  r a t e  of i n f l a t i o n ,  measured 
on both an average annual and end of year  b a s i s ,  was v i r t u a l l y  unchanged 
from t h a t  r e g i s t e r e d  i n  December 1981, i . e . ,  9-112 per  cen t .  

Table 4. Honduras: Consumer P r i c e s  

(Percentage annual change) 

Apr i l  
Weight 1978 1979 1980 1981 1982 

T o t a l  (end of pe r iod )  ... - 22.5 11.5 - - 9.2 - 9.6 1/ -- 
Tota l  (pe r iod  average)  

By i t em of expenditure  
Food 41.2 6.2 11.4 17.1 70 3 6 . 3  
Housing 30.6 5.3 14.7 15.5 10.3 9.4 
Clothing 9.1 4.4 12.1 29.4 15.0 19.0 
Heal th care 4 .O 7.8 11.6 12.8 14.6 15.1 
Personal  ca re  3.0 4.4 8.3 14.8 10.6 11.2 
Beverages and tobacco 3.8 10.9 9.1 34.6 7.1 12.2 
Transport  3.0 1.7 8.5 18.8 8.1 6.9 
Other 5.3 6.0 9.8 14.3 10.5 10.4 

By r e g i o n  
Cent ra l  21 
~ o r t  hern-?/ 
Southern 4/ 
Eas te rn  
Western 61 

Source: S t a t i s t i c 2 1  Appendix Table 22. 

l /  Year ended Apr i l  1982. - 
21 Tegucigalpa and Comaysgua. - 
3 1  San Pedro Sula ,  Ls Ceiba,  E l  Progreso ,  and T r u j i l l o .  - 
4/ Choluteca. - 
5 J u t i c a l p a  and Danli. - 
6 /  Santa Rosa de Ccpan. - 







The s h a r p  drop i n  t h e  p r i c e s  of b a s i c  g ra ins ,  a s s o c i a t e d  wi th  t h e  
i n c r k a s e  i n  output  mentioned e a r l i e r ,  was the  major f a c t o r  a c m u n t i n g  
f o r  2 drop of more than  one h a l f  i n  t he  r a t e , o f  i nc rease  i n  food p r i c e s  
i n  1981 w i t h  respec t  t o  1980.   he' smuggling of f o o d s t u f f s  from neigh- 
bo r ing  c o u n t r i e s  (mainly E l  Salvador)  may a l s o  have c o n t r i b u t e d  t o  t h i s  
r e s u l t .  O t h e r  comwnents of t h e  p r i c e  index,  which inc lude  a  substan- 
t i a l  p r o p o r t i o n  of imported goods (housing, personal  c a r e ,  and t r ans -  
p o r t ) ,  r e g i s t e r e d  r a t e s  of i n c r e a s e  which were one t h i r d  t o  two t h i r d s  
lower t han  those  r e g i s t e r e d  i n  1980. Heal th ca re  was t h e  o n l y  component 
i n  t h e  index  t h a t  r e g i s t e r e d  a  h igher  r a t e  of i nc rease  i n  1981 than  i n  
t h e  previous  year -  

I n  1981 the re  was a l s o  a  marked reduct ion  i n  t h e  d i s p e r s i o n  of 
r a t e s  of i n f l a t i o n  recorded i n  d i f f e r e n t  r eg ions  of t h e  count ry .  I n  
1979-80 t h e  r a t e s  of i n f l a t i o n  i n  t h e  southern  and e a s t e r n  r e g i o n s  were 
h ighe r  t han  i n  t he  r e s t  of t h e  count ry ,  r e f l e c t i n g  an  i n c r e a s e  i n  t h e  
demand f o r  f o o d s t u f f s  by r e s i d e n t s  of neighboring c o u n t r i e s  (mainly 
~1 Salvador and Nicaragua) and by re fugees  from those  c o u n t r i e s  who 
s e t t l e d  i n  those  r e g i o n s  of Honduras. The r educ t ion  i n  t h e  r e g i o n a l  
d i s p a r i t y  i n  i n f l a t i o n  r a t e s  l a s t  year  sugges t s  e i t h e r  t h a t  t h e  i n c r e a s e  
i n  t he  product ion of b a s i c  g r a i n s  and the  repor ted  smuggling of food- 
s t u f f s  from neighboring c o u n t r i e s  con t r ibu ted  t o  a n  e a s i n g  o f  t h e  prob- 
lem posed by the  increased  demand f o r  f o o d s t u f f s  by r e f u g e e s  i n  border  
' a reas ,  o r  t h a t  t h e  r e fugees  were by then  s e t t l e d  i n  a r e a s  away from t h e  
borders .  

The p r i n c i p a l  i n s t rumen t s  of t h e  Government's p r i c e  c o n t r o l  p o l i c y  
a r e  encoded i n  t h e  p r o v i s i o n s  of Decree No. 91 of November 1973 and a r e  
implemented through t h e  market ing a c t i v i t i e s  of t h e  Na t iona l  Purchasing 
Agency (BANASUPRO) which was e s t a b l i s h e d  i n  1914. Through t h e  end of 
1981, p r i c e  c o n t r o l s  were app l i ed  t o  an ex tens ive  l i s t  of i t e m s  c l a s s i -  
f i e d  according t o  23  main c a t e g o r i e s .  S i x t e e n  of t h e s e  c a t e g o r i e s  
covered f o o d s t u f f s ,  w i t h  t h e  r e s t  d iv ided  among p e r s o n a l  c a r e  i tems ,  
cons t ruc t ion -ma te r i a l s ,  f e r t i l i z e r s ,  t o o l s ,  and b a t t e r i e s .  I n  e a r l y  
1982 t h e  a u t h o r i t i e s  e l imina ted  14  of t h e  2 3  main c a t e g o r i e s  of goods 
covered by Decree No. 91 and many i tems  from ano the r  7 c a t e g o r i e s  were 

I 

a l s o  f reed  from p r i c e  c o n t r o l s .  Accordingly,  p r i c e  c o n t r o l s  f o r  on ly  
two ca t egor i e s  of goods, namely, pe r sona l  ca re  i tems  and f e r t i l i z e r s ,  
were l e f t  untouched,. 

The ob jec t ive  of BANASUPRO i s  t o  r e g u l a t e  t h e  p r i c e s  of  b a s i c  food- 
s t u f f s  consumed by lcwer  income groups and t o  d i s t r i b u t e  them n o t  on ly  
i n  the  pr inc ipa l  c i t i e s ,  bu t  a l s o  i n  t h e  margina l  r u r a l  communities. 
As of December 198 i ,  EANASUPRO ope ra t ed  84 r e t a i l  o u t l e t s ,  and 2 whole- 
s a l e  o u t l e t s  t o  prevent  p r i c e  s p e c u l a t i o n  a t  t h a t  l e v e l .  The Government 
i s  planning t o  i n c r e a s e  t h e  number of BANASUPRO's o u t l e t s  i n  t h e  f u t u r e ;  
the t a r g e t  f o r  1982 i s  t o  e s t a b l i s h  25 new o u t l e t s ,  1 5  of which w i l l  
be financed with g r a n t s  from t h e  European Economic Community (EEC) and 
the r e s t  with BANASVFRO1s own re sources .  This  planned expans ion  of t h e  



t h e  agency ' s  o u t l e t s  i s  designed t o  i nc rease  the  agency's e f f e c t i v e n e s s ,  
a s  h e r e t o f o r e  BANASUPRO has only been a b l e  t o  c o n t r o l  p r i c e s  e f f e c t i v e l y  
i n  t h o s e  marke ts  where the  agency has had a  s i g n i f i c a n t  s h a r e  of commer- 1 

c i  a1 a c t  i v i  t Y  

I n  t h e  l a s t  few years ,  p a r t i c u l a r l y  during 1979-80, when t h e  r a t e  
of i n f l a t i o n  surged,  BANASUPRO's f i n a n c i a l  pos i t i on  d e t e r i o r a t e d  sha rp ly .  
Th i s  was due i n  p a r t  t o  a  po l icy  of not  passing on c o s t  i n c r e a s e s  t o  
consumers, but  i t  was a l s o  due t o  i n e f f i c i e n t  management. I n  view of 
t h i s  problem, t h e  Government i s  cons ider ing  t h e  p o s s i b i l i t y  of l e a s i n g  
some of t h e  e x i s t i n g  o u t l e t s  t o  small. bus inesses  and of i n s t a l l i n g  some 
of t h e  new o u t l e t s  programed f o r  1982-86 i n  p a r t n e r s h i p  w i t h  e s t a b l i s h e d  
foods tu f f  r e t a i l e r s .  The a u t h o r i t i e s  be l i eve  t h a t  t h i s  s t r a t e g y  w i l l  
a l l o w  f o r  a s u b s t a n t i a l  reduct ion  i n  BANASUPRO's a d m i n i s t r a t i v e  c o s t s ,  
t hus  improving t h e  agency's f i n a n c i a l  s i t u a t i o n  which now needs t o  be 
bo l s t e r ed  by g r a n t s  obtained from t h e  EEC. 

\ 

5. Employment and wages 

~ o n d u r a s '  l a b o r  f o r c e  i n  1981 numbered j u s t  over  one m i l l i o n  work- 
e r s  ( S t a t i s t i c a l  Appendix Table 23). The d i s t r i b u t i o n  of t h e  l a b o r  
f o r c e  among t h e  main economic s e c t o r s  has  s h i f t e d  only  marg ina l ly  s i n c e  
1977, and i n  t h e  same d i r e c t i o n  a s  t h e  s t r u c t u r e  of GDP. The p ropor t ion  
of t h e  l a b o r  f o r c e  working i n  t he  a g r i c u l t u r a l  s e c t o r  has  dropped a t  
t h e  same t ime t h a t  the  propor t ion  of workers i n  both t h e  secondary and 
s e r v i c e s  s e c t o r s  has  increased .  The l a b o r  f o r c e  p a r t i c i p a t i o n  r a t i o  
has i nc reased  only  marginal ly  s i n c e  1977 and was e s t ima ted  a t  26.5 per  
cent  of t h e  t o t a l  popula t ion  i n  1981. Only about  14 p e r  c e n t  of t h e  
l a b o r  f o r c e  i s  unionized and two t h i r d s  of t h e  unionized work f o r c e  i s  
i n  t h e  a g r i c u l t u r a l  s e c t o r .  The s t r o n g e s t  and most a c t i v e  unions a r e  
i n  t h e  n o r t h e r n  zone of t h e  country (San Pedro Sula  and t h e  banana plan- 
t a t i o n s ) .  

Although complete informat ion  i s  n o t  a v a i l a b l e ,  t h e  number of l a b o r  
c o n f l i c t s  has r e p o r t e d l y  decreased from t h e  peak reached i n  1979, when 
s t r i k e s  occurred i n  many a r e a s ,  i n c l u d i n g  t h e  banana and s u g a r  indus- 
t r i e s ,  beer  f a c t o r i e s ,  and among t e a c h e r s  i n  t h e  p u b l i c  s e c t o r .  The 
r educ t ion  i n  l a b o r  c o n f l i c t s  i s  probably r e l a t e d  t o  t h e  marked slowdown 
i n  t h e  growth of r e a l  economic a c t i v i t y  s i n c e  1979, which h a s  r e s u l t e d  
i n  a  sharp d e c l i n e  i n  t he  l e v e l  of employment. S ince  l a t e  l a s t  y e a r ,  
nany e n t e r p r i s e s  have suspended t e m p o r a r i l y  a l l  o r  p a r t  of t h e i r  l a b o r  
f o r c e  under the  p rov i s ions  of A r t i c l e  1 0 0  of t h e  Labor Code, i n  view 
of t he  present  economic c r i s i s .  I n  a d d i t i o n ,  t h e  problem of r e fugees  
from o t h e r  Cen t r a l  American c o u n t r i e s  (mainly E l  Sa lvador  and Nicaraguz)  
cont inues  t o  c r e a t e  problems f o r  Honduran workers  who have  been d i s -  
placed i n  many i n s t a n c e s  by f o r e i g n  workers  w i l l i n g  t o  work f o r  lower 
wages. In  an  e f f o r t  t o  reduce t h i s  problem, t h e  Government h a s  been 
t ry ing  t o  en fo rce  more s t r i c t l y  a  law which s t i p u l a t e s  t h a t  no more t h s n  
10  per  cent of a  company's l a b o r  f o r c e  can  be f o r e i g n  and t h a t  no more 
than 15  per c e n t  of a  company's s a l a r y  b i l l  c an  be f o r  f o r e i g n  workers .  



Informat ion  on wage t r ends  i n  Honduras has  only r e c e n t l y  become 
a v a i l a b l e ,  but i t  i s  no t  presented i n  a  r e a d i l y  usable  form., Th i s  in-  
format ion  sugges ts  t h a t  r e a l  wages have dropped sha rp ly  s i n c e  t h e  su rge  
i n  i n f l a t i o n  i n  1979-80. While nominal wages increased  by 20 p e r  c e n t  
dur ing  1978-81, t h e  consumer p r i c e  index r o s e  by 4 5  per  c e n t  i n  t h e  
same per iod .  Recent in format ion  on wage awards i n  c o l l e c t i v e  ba rga in ing  
agreements would s u g g e s t ,  however, t h a t  t h e  wage t r e n d s  j u s t  desc r ibed  
may be unde r s t a t ed .  The l eng th  of wage c o n t r a c t s  n e g o t i a t e d  under  co l -  
l e c t i v e  barga in ing  arrangements  increased  s l i g h t l y  from 4 0  months t o  
43  months i n  1981, d e s p i t e  t he  a c c e l e r a t i o n  i n  t h e  i n f l a t i o n  r a t e .  
These c o n t r a c t s  tend t o  be front- loaded and i n  only  a  few c a s e s  (no tab ly  
f o r  t he  p o r t  workers) do they inc lude  au tomat ic  cos t -o f - l i v ing  a d j u s t -  
ment s. 

Minimum wage l e g i s l a t i o n  was introduced i n  May 1974 w i t h  t h e  pro- 
v i s i o n  t h a t  minimum wages were t o  be r ev i sed  a t  l e a s t  e v e r y  two y e a r s ,  
o r  a t  s m a l l e r  i n t e r v a l s  i n  t he  event  of excep t iona l  changes  i n  economic 
c o n d i t i o n s -  The f i r s t  adjustment  i n  minimum wages was i n t r o d u c e d  i n  
December 1978, but subsequent ly  minimum wages were i n c r e a s e d  i n  June  
1980 and i n  June 1981. The more f requent  changes i n  minimum wages i n  
r ecen t  yea r s  tends t o  confirm t h e  i n d i c a t i o n s  t h a t  r e a l  wages have been 
eroded by t h e  surge  i n  i n f l a t i o n  i n  1979-80. The i n c r e a s e  i n  minimum 
wages i n  June 1981 ranged from 12  p e r  cen t  t o  2 5  p e r  c e n t  f o r  d i f f e r e n t  
c a t e g o r i e s  of workers.  The s m a l l e s t  i n c r e a s e s  were awarded t o  workers  
i n  the primary s e c t o r  (mining and a g r i c u l t u r e )  and t o  worke r s  i n  f inan-  
c i a l  i n s t i t u t i o n s ,  and t h e  h i g h e s t  awards were made t o  a r t i s a n s ,  p o r t  
workers, workers i n  banana p l a n t e t i o n s ,  and l a b o r e r s  i n  t h e  manufactur- 
i ng  and commercial s e c t o r s .  Also,  workers i n  r u r a l  a r e a s  ob ta ined  
l a r g e r  i n c r e a s e s  t han  those  i n  t h e  c a p i t a l  c i t y  and i n  t h e  main indus-  
t r i a l  c i t y  (San Pedro Sula) .  The l e g a l  minimum wage i s ,  i n  g e n e r a l ,  
lower than t h e  a c t u a l  minimum wage paid t o  workers  f o r  n e a r l y  e v e r y  
job desc r ip t ion .  Thus, i t  i s  d i f f i c u l t  t o  determine t h e  impact  t h a t  
an  inc re s se  i n  t he  minimum wage has  on t h e  wage b i l l  of t h e  economy. 



111. Publ ic  Sec to r  odera t ions  

1. I n t r o d u c t i o n  

The Honduran pub l i c  s e c t o r  i nc ludes  ( 1 )  t he  Cen t r a l  Government,l/ 
whose o p e r a t i o n s  a r e  conducted under t he  a u t h o r i t y  of t h e  budget ,  ( 2 7  
t e n  d e c e n t r a l i z e d  agencies  i nc lud ing  t h e  s o c i a l  s e c u r i t y  system, ( 3 )  
t h e  m u n i c i p a l i t i e s  and l o c a l  governnents ,  and (4)  e l even  nonf inanc ia l  
pub l i c  e n t e r p r i s e s .  The ope ra t ions  of t he  Honduran p u b l i c  s e c t o r  a r e  
dominated by t h e  Cen t r a l  Government. During t h e  per iod  1977-81, t h e  
Cent ra l  Government accounted f o r  75 p e r  cen t  t o  8 0  p e r  c e n t  of con- 
s o l i d a t e d  p u b l i c  s e c t o r  revenues and expendi tures  (Chart  3). 

2. O v e r a l l  t r e n d s  

. .Publ ic  s e c t o r  ope ra t ions  expanded r a p i d l y  du r ing  1980-81. The 
r a t e  of growth i n  t o t a l  pub l i c  s e c t o r  expendi ture  a c c e l e r a t e d  from an  
average of 12-1/2 p e r  c e n t  dur ing  t h e  1977-79 per iod  t o  one of 1 8  p e r  
c e n t  i n  1980-81. Accordingly, t h e  r a t i o  of p u b l i c  expend i tu re  t o  GDP 
rose  t o  28  p e r  c e n t  i n  1980-81, compared w i t h  26-1/2 p e r  c e n t  i n  
1977-79 (Table  5 ) .  

Contrary t o  f i s c a l  developments du r ing  1977-79,, when t h e  growth 
i n  expendi ture  was accompanied by p a r a l l e l  i n c r e a s e s  i n  revenue,  p u b l i c  
s e c t o r  revenue lagged behind expend i tu re  i n  1980-81, g i v i n g  way t o  s i g -  
n i f i c a n t  i n c r e a s e s  i n  t h e  o v e r a l l  d e f i c i t .  A s  a  r e s u l t ,  t h e  o v e r a l l  
pub l i c  s e c t o r  d e f i c i t - - w h i c h  i n  1977-79 had been f a i r l y  s t a b l e  a t  t h e  
equiva len t  of 6 per  c e n t  of GDP--rose s h a r p l y  i n  1980-81 t o  n e a r l y  9  per  
cen t  of GDP- Most of t h e  i n c r e a s e  i n  t h e  d e f i c i t  r e f l e c t e d  a r i s e  i n  
cu r r en t  expendi ture  coupled wi th  a n  i n e l a s t i c  revenue performance. 
Capi ta l  expend2 t u r e ,  which i s  l a r g e l y  f inanced  by c r e d i t s  from i n t e r n a -  
t i o n a 1 , f i n a n c i a l  i n s t i t u t i o n s  and by o t h e r  long-term development l o a n s ,  
remained r e l a t i v e l y  unchanged i n  1980-81. Accordingly,  t h e  r e c e n t  de- 
t e r i o r a t i o n  i n  p u b l i c  s av ings  was accompanied by a' s h a r p  i n c r e a s e  i n  
domestic f i n a n c i n g  of t h e  p u b l i c  s e c t o r  d e f i c i t  from a n  average  of 1 p e r  
per  cent  of GDP i n  1977-79 t o  3 p e r  c e n t  of GDP i n  1980-81. Most of 
t h i s  i nc rease  war r e f l e c t e d  i n  a n  expans ion  i n  n e t  c r e d i t  of t h e  C e n t r a l  
Bank. 

The composi t ion of p u b l i c  e x p e n d l t u r e  changed s i g n i f i c a n t l y  i n  
recent  years  a s  t h e  s h a r e  of c u r r e n t  e x p e n d i t u r e  i n  t o t a l  p u b l i c  expen- 
d i t u r e  rose from a n  average of 56 p e r  c e n t  i n  1977-79 t o  63 p e r  c e n t  
i n  1981. During 1977-79 both  c u r r e n t  and c a p i t a l  e x p e n d i t u r e  ( i n c l u d i n g  
n e t  lending o p e r a t i o n s )  grew a t  roughly  s i m i l a r  r a t e s ,  b u t  du r ing  
1980-81 the grcwth i n  c u r r e n t  e x p e n d i t u r e  a c c e l e r a t e d  s h a r p l y ,  whereas 
the  growth i n  c a p i t a l  expend i tu re  d e c l i n e d .  The i n c r e a s e  i n  c u r r e n t  
expenditure i n  1950-81 r e f l e c t e d  a  number of d i f f e r e n t  f a c t o r s :  e x t r a -  
ord inary  expend i tu re  a s s o c i a t e d  w i t h  problems i n  t h e  C e n t r a l  Ainerican 

.*.. 

1/ Throughout t h i s  r e p o r t ,  t h e  C e n t r a l  Government r e f e r s  t o  t h e  Cen- 
trzl Administ r a t  i on  acco rd ing  t o  t h e  Fund 's GFS d e f i n i t i o n .  
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Table 5. Honduras: Consolidated Operations of the  Public Sector 

Prel. 
1979 1980, 1981 

( In  mill ions of lempiras) 

Total  revenue 
Tax revenue 
Nont ax revenue 195 193 

Central  Government (38) (27) 
E n t i t i e s  and l o c a l  governments (96) (116) 
public en te rp r i ses  1/ (61) (50) 

Capi ta l  revenue and other  4 5 

Total  expenditure and net  lending 852 - 9 64 
Current expenditure 4 82 539 
Capital  expenditure and net  

lending 3 70 425 
Fixed investment and pre- 

investment (321) (392) 
Capi ta l  t r a n s f e r s  (20) (13) 
Net lending (29) (20) 

Current surplus - 170 181 - 
Overall surplus or d e f i c i t  (-) -196 - -239 - 
Foreign financing (ne t )  153 2 10 
Domestic financing ( n e t )  43 29 

Financia l  system (40) (38) 
Bonded debt (4) (-3) 
Other and res idua l  (-1) (-6) 

( I n  per cent of GDP) 

Total  revenue 
Tax revenue 
Nont ax revenue 

Central Government 
E n t i t i e s  and l o c a l  govern- 

ment 
Public en te rp r i ses  

Capital revenue and other  

Total  expenditure and ne t  lending 27.6 - 26.7 
Current expenditure 15.6 14.9 
Capital  expenditure and net  

lending 12.0 11.8 
Of which: investment (10.4) (10.8) 

Current account surplus  or  
def i c i  t 5.5 - 5.0 - 

Overall surplus  o r  d e f i c i t  (-) -6.4 - -6.6 5 -9.0 -8.5 - - - - 
Foreign financing ( n e t )  5.0 5.8 4.7 5.7 So 8 
~ o m e s i i c  f inancing (ne t )  1.4 0.8 0.5 3.3 2.7 

Sources: S t a t i s t i c a l  Appendix Tables 14 and 24. 

11 Operating su rp lus  of pub1.i~ en te rp r i ses .  - 



reg ion ,  i n  p a r t  r e l a t e d  t o  t he  l a r g e  inf%w of re fugees  from neighbor- 
ing c o u n t r i e s ;  t h e  incorpora t ion  of a  number of new s o c i a l  p r o j e c t s  
i n  t he  c e n t r a l  government budget; and wage adjustments f o r  p u b l i c  sec- 
t o r  employees. By comparison, during the  same time per iod ,  t h e  inc rease  
i n  c a p i t a l  expendi ture  was moderate; many pub l i c  s e c t o r  investment proj-  
e c t s  lagged behind schedule e i t h e r  because of genera l  a d m i n i s t r a t i v e  
de lays  su r round ing  the  e l e c t o r a l ' p r o c e s s  of 1981, o r  because of s p e c i f i c  
problems such a s  a  d i s p u t e  wi th  fo re ign  con t r ac to r s  which paralyzed con- 
s t r u c t i o n  of t he  important po r t  p r o j e c t  of Puerto C a s t i l l a .  

Despi te  s eve ra l  changes i n  t h e  tax system aimed a t  boos t ing  rev- 
enue, p u b l i c  s e c t o r  revenue performed poorly dur ing  t h e  1977-81 period.  
Total  revenues f e l l  from t h e  equiva len t  of around 21 pe r  cen t  of GDP i n  
1977 t o  19-1/2 per  cent  i n  1980 and t o  l e s s  than  19  per  c e n t  i n  1981. 
The performance of pub l i c  s e c t o r  revenue r e f l e c t e d ,  on one hand, t h e  
i n e l a s t i c  na tu re  of t he  Honduran t a x  system and i t s  heavy r e l i a n c e  on 
fore ign  t r a d e  t axes  and, on the  o t h e r  hand, a  gradual  e r o s i o n  i n  t h e  
f i n a n c i a l  performance of some of t h e  pub l i c  e n t e r p r i s e s .  Tax r e c e i p t s  
cont inue t o  account f o r  t h e  bulk (70 per  c e n t )  of p u b l i c - s e c t o r  revenue,  
while gene ra l  government nontax receipts--most ly revenue acc ru ing  t o  t he  
s o c i a l  s e c u r i t y  system--account f o r  most of t he  remainder.  The s h a r e  
of t he  p u b l i c  e n t e r p r i s e s '  ope ra t ing  su rp lus  i n  t o t a l  p u b l i c  s e c t o r  
revenue dec l ined  throughout the  period because of t he  weak f i n a n c i a l  
performance of pub l i c  e n t e r p r i s e s  caused by de l ays  i n  p r i ce -  ad jus tments ,  
lower world p r i c e s  f o r  expor t s ,  and d e f i c i e n c i e s  i n  a d m i n i s t r a t i o n .  

3. Cen t r a l  government o ~ e r a t i o n s  

l n  1981, both revenue and expendi t u r e  ( i nc lud ing  n e t  l end ing  opera- 
t i o n s )  of t h e  Cen t r a l  Government dec l ined  by about 1-1/2 per  c e n t  of 
GDP. The Cen t r a l  Government's revenue perfonnance dur ing  1981 r e f l e c t e d  
t h e  combined e f f e c t s  of fou r  major f a c t o r s :  ( i )  t h e  s t r u c t u r a l  i n e l a s -  
t i c i t y  of t he  t a x  system; ( i i )  a  d e t e r i o r a t i o n  i n  t a x  a d m i n i s t r a t i o n  
and increased  t z x  evasion;  ( i i i )  t h e  l aps ing  of nonrecurren t  tax-mea-  
su re s  adopted i n  1980; and ( i v )  reduced l e v e l s  of domest ic  economic 
a c t i v i t y  and fo re ign  t rade .  A s  a  r e s u l t ,  c e n t r a l  government revenue 
decl ined i n  1981 below t h e  l e v e l  of t he  previous  year  t o  L'740 m i l l i o n ,  
o r  t he  equ iva l en t  of 13-1/2 per  c e n t  of GDP. 

Tota l  c e n t r a l  government expendi ture  remained unchanged i n  nominal 
t e r n s  l a s t  y e a r ,  a s  the  e f f e c t  on t o t a l  expendi ture  of a  1 0  per  c e n t  
i nc rease  i n  c u r r e n t  expendi ture  was o f f s e t  by a  30 p e r  cen t  d e c l i n e  i n  
c a p i t a l  expenditure  caused by de l ays  i n  investment  d e c i s i o n s  a s s o c i a t e d  
wi th  the e l e c t o r a l  p rocess ,  t h e  l a c k  of domestic coun te rpa r t  funds ,  and 
adverse weather condi t ions .  A s  a  r e s u l t ,  t o t a l  c e n t r a l  government ex- 
pendi ture  dec l ined  from t h e  equ iva l en t  of 22-1/2 p e r  cen t  of GDP i n  1980 
t o  2 1  per cent  of GDP l a s t  yea r  (Table 6 ) .  

The o v e r a l l  d e f i c i t  on c e n t r a l  government o p e r a t i o n s  amounted t o  
L 404 m i l l i o n  i n  1981 ( 7 . 4  per  c e n t  of GDP) compared wi th  L 389 m i l l i o n  
5n 1980 (7.7 p e r  cen t  of GDP). Although t h e  s i z e  of t h e  o v e r a l l  d e f i c i t  



Table 6. Honduras: Summary Central  Government Operationo 
m 

( I n  mi l l ions  of lempiras) 

Tota l  revenue 
Tax revenue 

Income t a x  
Pr ope r t y  tax  
Sa les  
Exci-se taxes  
Import d u t i e s  
Export taxes  

~drn in ie ' t ra t ive  f e e s  and o the r  
Transfers  received 

Total  expendi ture .and ne t  l end ing  - 626 - 763 - 813 1,148 1,145 
Cur r e n t  415 472 527 734 808 
Capi ta l  212 264 260 277 189 
Net lending -1 2 7  26 .137 148 

Current account 
surp lus  o r  d e f i c i t  (-) 

Overall  surp lus  o r  d e f i c i t  (-) -137 -219 -180 -389 -404 - - - - -  
Foreign f inancing (ne t )  79 160  139 252 224 
Domestic f inanc ing  ( n e t )  58 5  9  41 137 180 

Financial  system (15) (51) (20)  (142) (159) 
Other (43) (8)  (21) - 5  (21) 

(As per  cent of GDP) 

Total  revenue 
Tax ~ r e v e m e  
Administrative f e e s  
Transfers 

Total  expenditure and n e t  lending 20.3 21.1 18.9 22.'6 20.9 - -  
/Current 13.4 13.0 12.2 14.5 14.7 
Cap1 t a l  6.9 7.3 6.1 5.4 3.5 
Net lending -- 0.8 0.6 2.7 2.7 

Current accounts su rp lus  o r  
d e f i c i t  (-) 

Overall surplus  o r  d e f i c i t  (-) -4.5 -6.1 -4.2 -7.7 -7.4 - -  
Foreign f  i t anc ing  ( n e t )  2.6 4 . 4  3.2 5.0 4.1 
Domestic f inanc ing  ( n e t )  1.9 1.7 1 . 0  2.7 3.3 

Sources: S t a t i s t i c a l  Appendix Tables  14,  25, and 26. 



i n  1981 was not s u b s t a n t i a l l y  d i f f e r e n t  from t h a t  of the  previous 
yea r ,  t h e r e  were important changes i n  the sources of f inancing,  Re- 
course  t o  domestic financing increased by 30 per cent  t o  t h e  equiva- 
l e n t  of 3-1/2 per  cent  of GDP, while the  ne t  inflow of fo re ign  financ- 
ing  d e c l i n e d  i n  1981. The change i n  the  composition of pub l i c  sec to r  
f inancing r e f l e c t e d  changes i n  the  s t r u c t u r e  of c e n t r a l  government 
expendi ture .  The decl ine i n  c a p i t a l  expenditure caused a  s i m i l a r  re- 
duct ion  i n  disbursements of fore ign loans,  whereas the  rise i n  cu r ren t  
expendi ture  a t  a  time of i n e l a s t i c  revenues necess i ta ted  a  l a r g e r  
recourse t o  domestic f inancing.  

a.  Cen t ra l  government revenue 

The bulk  of c e n t r a l  government revenue o r i g i n a t e s  i n  t axa t ion ;  
over 40 p e r  cent of t a x  revenue i s  derived from fo re ign  t r a d e  taxes ,  
whereas most of t h e  remainder is accounted f o r  by t axes  on goods and 
s e r v i c e s ,  and by income taxes  (Chart 4) .  Nontax revenue accounts f o r  
about 8  p e r  cent of t o t a l  revenue and i s  generated from a  number of 
i tems inc lud ing  adminis t ra t ive  f e e s  and t r a n s f e r  payments from two 
publ ic  s e c t o r  e n t i t i e s . r /  

The s t r u c t u r a l  weakness of the  t ax  system caused c e n t r a l  govern- 
ment t a x  revenue t o  decl ine  i n  1981 by 1 percentage point  of GDP t o  
12.7 pe r  cent .  This performance was l a r g e l y  t h e  r e s u l t  of a  reduct ion  
i n  income t a x  collections--caused by t h e  l aps ing  of nonrecurrent  mea- 
sures  introduced i n  December 1979 21--and lower t a x  c o l l e c t i o n s  on cof- 
f e e  and banana exports .  The d e c l i z e  i n  export  t a x  revenues was more 
than o f f s e t  by a  s i z a b l e  recovery i n  import duty c o l l e c t i o n s  o r i g i n a t -  
ing  from t h e  in t roduc t ion  of across-the-board customs duty  surcharges 
which were introduced i n  Apri l  1981.31 Sa les  and exc i se  t a x  c o l l e c t i o n s  
performed well  i n  1981 with revenuesgrowing i n  l i n e  wi th  nominal GDP 
l a r g e l y  because of the  in t roduc t ion  of a 6 pe r  cent  t a x  on the  s a l e s  
of l i q u o r  and c i g a r e t t e s  i n  March 1981.4/ - 

Receipts  from taxes  on i n t e r n a t i o n a l  t r a d e  improved moderately i n  
1981 reaching over L 310 m i l l i o n  (5.7 pe r  cent  of GDP) a f t e r  a  s teady 
decl ine  i n  previous years .  The i n c r e a s e  I n  t axes  on i n t e r n a t i o n a l  
t rade  r e f l e c t e d  a  33 per cen t  rise i n  import d u t i e s ,  t o  nea r ly  L 200 
mi l l ion ,  which r e s u l t e d  from t h e  i n t r o d u c t i o n  of surcharges  amounting 
t o  5 per  cent  f o r  raw m a t e r i a l s  and c a p i t a l  goods, and of 1 0  pe r  cen t  
f o r  f i n a l  consumer goods. A s  a  r e s u l t  of these  surcharges ,  t h e  ef fec-  
t i v e  customs duty r a t e  ( i .e . ,  t o t a l  import  duty  c o l l e c t i o n s  as a r a t i o  
t o  t o t a l  imports) rose  from 7 p e r  cen t  i n  1980 t o  1 0  p e r  cen t  i n  1981 

1/ These e n t i t i e s  a r e  the  Honduran F o r e s t  Development Corporat ion 
(C~HDEFOR) and thc  Foundation f o r  Infancy P r o t e c t i o n  (PANI) which i s  
financed by the  National Lot tery .  

21 These measures a r e  described i n  d e t s i l  i n  Appendix II of S ~ / 8 0 / 1 7 5 .  - 
3/ Decree 14-54 of Apr i l  30, 1981. - 
4/ Decree 50 of March 30, 1981. - 







(Table 7). This increase  reversed the  decl in ing trend of the  previous 
years  i n  the  e f f e c t i v e  duty r a t e  (from 9-1/2 pe r  cent  i n  1977 t o  7 pe r  
cent  i n  1980);which was caused by the  exis tence  of s e v e r a l  s p e c i f i c  
customs duty r a t e s  and by a s teady eros ion i n  customs administrat ion.  

Table 7. Honduras: Centra l  Government Revenue a s  Per Cent of GDP 

( I n  per  cen t )  

To ta l  revenue 
Tax revenue 

Income tax 
Property t a x  
Sales  tax  
Excise taxes 
Import d u t i e s  
Export taxes 

Administrative f e e s  
Transfer  

Memorandum items: 
Import d u t i e s ,  a s  per cent  of  

t o t a l  imports 
Export taxes ,  a s  per cent  of 

t o t a l  exports  

Sources: S t a t i s t i c a l  Appendix Tables 1 4  and 25. 

Export t axes  decl ined by 12 per  cen t  i n  1981 t o  L 115 mi l l ion  
l a rge ly  as a r e s u l t  of a sharp d e c l i n e  i n  r e c e i p t s  from cof fee  export  
taxes. Coffee expor ts  a r e  sub jec t  t o  a progress ive  t a x  whereby the  
average export duty moves i n  l i n e  wi th  co f fee  expor t  p r i ces .  A s  a 
r e s u l t ,  the dec l ine  i n  c o f f e e  p r i c e s  i n  1981 was r e f l e c t e d  i n  a more 
than proport ional  d e c l i n e  i n  t a x  c o l l e c t i o n s .  Export t axes  a l s o  de- 
creased l a s t  year  because of a 1 0  per  cen t  d e c l i n e  i n  banana exports.  
In  l i n e  with these  developments, t h e  e f f e c t i v e  expor t  duty r a t e  (i .e. ,  
export tax  c o l l e c t i o n s  a s  a r a t i o  t o  t o t a l  expor ts )  decl ined i n  1981 
t o  7 per  cent of t o t a l  expor t ,  compared wi th  over  7-1/2 per  cent  i n  
1980 and 9 per cen t  i n  1977. 

Taxes on goods and s e r v i c e s  a r e  l ev ied  i n  t h e  form of a s a l e s  t a x  
(which takes the  form of a r e s t r i c t e d  value added t ax )  and a number of 
excise taxes. Tota l  r e c e i p t s  from t h e s e  t axes  grew by 8 p e r  cent  i n  



1981 t o  nea r ly  L 200 million. Collect ions from the  s a l e s  tax were 
boosted by t h e  in t roduct ion  of a  6 per  cent tax on l iquor  and cigar-  
e t t e s  r e f e r r e d  t o  e a r l i e r  which increased co l l ec t ions  by over 10 per 
cent ,  o r  by roughly the  same growth r a t e  a s  t h a t  of nominal GDP. 
Col lec t ions  from the  s a l e s  t a x  a r e  r e l a t i v e l y  unimportant i n  Honduras-- 
y ie ld ing only  about 1 per  cent  of.  GDP--because of i ts  low r a t e  (3  per  
c e n t ) l /  and i t s  l imi ted  coverage .2  Excise taxes a r e  levied  on beer ,  
a l c o h ~ l i c  beverages, c i g a r e t t e s  and petroleum der iva t ives .  Because 
these taxes  a r e  s t ruc tu red  on a s p e c i f i c  bas i s ,  they tend t o  be ine las-  
t i c  wi th  r e spec t  t o  p r i ce  changes. Excise tax  c o l l e c t i o n s  grew by 8 pe r  
cent i n  1981 a s  a  r e s u l t  of higher co l l ec t ions  from taxes on petroleum 
der iva t ives ,  c i g a r e t t e s  and mineral water; but  c o l l e c t i o n s  of excise  
taxes on beer  and a lcohol ic  beverages showed no increase  i n  1981. 

Income tax  co l l ec t ions  decl ined i n  1981 by over 20 per  cen t  mainly 
because of the  laps ing of the  e f f e c t  of a  new payment system f o r  income 
taxes which introduced provis ional  payments on account of t h e  cu r ren t  
year 's  t a x  l i a b i l i t y  i n  1980. Income t a x  c o l l e c t i o n s  rose  sharply  i n  
1980 because of the  once-and-for-all impact of t h i s  new income t ax  
payment system. On the  whole, the  l e v e l  of income t a x  c o l l e c t i o n s  i n  
1981 (equivalent  of 3.3 per  cent  of GDP) can be regarded a s  a  normal 
one a s  t h i s  is  the  same r a t i o  achieved during the  1978-79 period.  
Income taxes  a r e  col lec ted  from both individuals  and corpora t ions ,  
which a r e  sub jec t  t o  the same t a x  schedule. Because. the ind iv idua l  
income tax  has  a  l a rge  component of the  tax  sub jec t  t o  withholding a t  
source, the  in t roduct ion  of provis ional  payments d id  not have any 
marked impact on t h e i r  performance. By c o n t r a s t ,  corpora te  income 
taxes increased by nearly 100 per cent  i n  1980, but then decl ined by 
30 per  cent  i n  1981. Despite t h i s  i r r e g u l a r i t y ,  corpora te  t a x  col lec-  
t ions  i n  1981 were 45 per cent  above the  l e v e l  of 1979 i n d i c a t i n g  t h a t  
the performance of t h i s  tax  has  been q u i t e  e l a s t i c .  

b. Centra l  government expenditure 

Total  expenditure of the  Centra l  Government grew sha rp ly  i n  1980, 
but then remained v i r t u a l l y  unchanged i n  1981 a t  L 1,145 m i l l i o n ,  
equivalent t o  21 pe r  cent of GDP. This performance r e s u l t e d  from a 
sharp decl ine  i n  c a p i t a l  expenditure which f u l l y  o f f s e t  t h e  combined 
e f f e c t  of a 1 0  pe r  cent  inc rease  i n  cu r ren t  expenditure and an 8 pe r  
cent increase  i n  n e t  lending opera t ions .  The growth i n  c u r r e n t  expendi- 
tu re  was s u b s t a n t i a l l y  below t h a t  of 1980, mainly because of a  sharp 
decl ine i n  the  growth r a t e  of wages and s a l a r i e s  which account f o r  
over half  of t o t a l  current  expenditure.  Other c u r r e n t  expenditure 

1/ The r a t e  of the  s a l e s  t a x  was increased t o  5 pe r  cen t  i n  December 
1981. 

21 The coverage of the  s a l e s  t a x  i s  l imi ted  t o  a  few manufactured 
gozds and excludes most se rv ices  a s  well  a s  most a g r i c u l t u r a l  goods, 
inputs ,  spare  p a r t s ,  food, medicines, f e r t i l i z e r s  and machinery 
(Appendix I: Summary of the  Tax System). 



grew by about  1 5  per  c e n t  i n  1981 because of h igher  i n t e r e s t  payments 
and , inc reased  t r a n s f e r s  t o  t he  r e s t  of the  pub l i c  s e c t o r  ( i n  a a r t i c u l a r  
t o  t he  National ,  Univers i ty) .  

C a p i t a l  expendi ture  f e l l  'by over  30 pe r  cen t  t o  L 190  m i l l i o n  i n  
1981. Most of t h e  d e c l i n e  i n  c a p i t a l  expenditure  r e s u l t e d  from lower 
f ixed c a p i t a l  format ion  which dropped from n e a r l y  L 200 m i l l i o n  i n  1980 
t o  L 120 m i l l i q n  1981. A l a r g e  propor t ion  of t h e  Cen t r a l  Government's 
c a p i t a l  format ion  is  undertaken by the  Minis t ry  of Publ ic  Works (SECOPT), 
whose expendi ture  was adverse ly  a f f e c t e d  by de lays  i n  investment  a c t i v i t y  
r e l a t e d  t o  admin i s t r a t i ve  problems a s soc i a t ed  wi th  the  p o l i t i c a l  t r a n s i -  
t i o n  and t h e  l a c k  of coun te rpa r t  funds. C a p i t a l  t r a n s f e r s  t o  t h e  r e s t  
of the  pub l i c  s e c t o r  a l s o  dec l ined  l a s t  year  because of lower cont r ibu-  
t i o n s  t o  t h e  A g r i c u l t u r a l  Development Bank (BANADESA) and t h e  Agrarian 
Reform I n s t i t u t e  ( I N A )  which more than  o f f s e t  a  s u b s t a n t i a l  i n c r e a s e  
i n  t r a n s f e r s  t o  t h e  National  E l e c t r i c i t y  E n t e r p r i s e  (ENEE) t o  f i nance  
t h e  h y d r o e l e c t r i c  p r o j e c t  of El  Cajon ( S t a t i s t i c a l  Appendix Table 28). 

Net lending  ope ra t ions  of t h e  Cen t r a l  Government, which i n c l u d e  
mainly funds on-lent t o  the  r e s t  of t he  pub l i c  s e c t o r ,  r o s e  t o  n e a r l y  
L 150 m i l l i o n  i n  1981, a f t e r  a  l a r g e  inc rease  i n  1980. Over one h a l f  
of the  Cen t r a l  Government's n e t  lending ope ra t ions  i n  1981 r e f l e c t e d  
loans t o  two major e n t e r p r i s e s ,  ENEE and COHDEFOR, which a r e  undertak- 
ing major investment p r o j e c t s ,  whi le  t h e  remainder of t h e  C e n t r a l  
Government's n e t  lending  was channeled t o  f i n a n c i a l  i n s t i t u t i o n s  t o  
augment t h e i r  l oanab le  resources .  

Prospec ts  f o r  1982 

During 1982 t h e  Government has  undertaken a  number of measures i n  
t h e  revenue and expendi ture  f i e l d s  t o  improve t h e  p u b l i c  f inances .  In  
t he  revenue f i e l d ,  t h e  a u t h o r i t i e s  introduced i n  January 1982 11 a  t a x  
package which included an  i n c r e a s e  i n  t h e  s a l e s  t a x  r a t e  from 3 p e r  cen t  
t o  5  p e r  cent  and t h e  i n t r o d u c t i o n  of su rcha rges  amounting t o  10 per  
cent  and 1 5  per  c e n t  f o r  t h e  h i g h e s t  b r a c k e t s  of t h e  i n d i v i d u a l  and cor- 
po ra t e  income t a x  schedule .  Furthermore, i n  June 1982 t h e  a u t h o r i t i e s  
introduced ano the r  t a x  package which inc luded  ( i )  t h e  e s t ab l i shmen t  of 
s e l e c t i v e  consumption d u t i e s  on luxury goods ranging  from 10 p e r  c e n t  
t o  50 per c e n t ;  ( i i )  a  s u b s t a n t i a l  i n c r e a s e  i n  p e n a l t i e s  f o r  tax evas ion  
and delays i n  t a x  payments; and ( i i i )  a  new r e g u l a t i o n  t o  improve admin- 
i s t r a t i o n  of t h e  s a l e s  tax .  These t a x  measures a r e  expected t o  y i e l d  
add i t i ona l  revenue equ iva l en t  t o  about  1 p e r  c e n t  of GDP i n  1982. On 
the  expenditure  s i d e ,  t h e  a u t h o r i t i e s  in t roduced  by execu t ive  o r d e r  i n  

, March 1982 a  1 0  p e r  c e n t  c u t  i n  c u r r e n t  expend i tu re  below budgeted 
l e v e l s .  

Despite t h e  improvement i n  government s av ings  expected from t h e  
measures descr ibed  above, t h e  o v e r a l l  d e f i c i t  on c e n t r a l  government 
opera t ions  i s  p ro j ec t ed  t o  i n c r e a s e  t h i s  yea r  because of a  s i g n i f i c a n t  
r i s e  i n  ne t  l end ing  t o  e n t i t i e s  o u t s i d e  t h e  p u b l i c  s e c t o r  t o  cover  in-  
t e r e s t  payments on f o r e i g n  commercial deb t  w i t h  government gua ran tee .  

1/ Decree 125 of December 31 ,  1981. - 



4. Rest of the  general  government 

The combined operat ions of the  decent ra l ized  agencies r e su l t ed  i n  
an o v e r a l l  surplus  of L 50 mi l l ion  i n  1981, equivalent  t o  about 1 per 
cent  of GDP, a  proport ion s imi la r  t o  t h a t  achieved i n  previous years .  
The l a r g e s t  share  of the  decent ra l ized  agencies'  opera t ions  and the  
main source of t h e i r  revenue is  t h e  s o c i a l  secur i ty  system'whose opera- 
t i o n s  r e s u l t e d  i n  s u b s t a n t i a l  surpluses  throughout the  1977-81 p e r i o d e l /  
This performance re f l ec ted  the  f a c t  t h a t  the  s o c i a l  s e c u r i t y  system is- 
r e l a t i v e l y  new and s t i l l  i n  the  process of accumulating a c t u a r i a l  re- 
serve funds ( S t a t i s t i c a l  Appendix Table 29). The decent ra l ized  agen- 
c i e s '  aggregate revenue rose  by 14 per  cent  i n  1981 t o  L 275 mil l ion.  
About two t h i r d s  of the  decent ra l ized  agencies'  revenue o r i g i n a t e  i n  
nontax revenues and o ther  f ees  which grew by 22 per  cent  i n  1981 reach- 
ing L 174 mi l l ion .  The o ther  revenue of the  decent ra l ized  agencies,  
which i s  derived from current  and c a p i t a l  t r a n s f e r s  from t h e  Centra l  
Government, remained a t  v i r t u a l l y  t h e  same l e v e l  l a s t  year  a s  i n  1980. 
Tota l  expenditure of the  decent ra l ized  agencies rose  by about 9  per  
cent  i n  1981 t o  L 224 mi l l ion  i n  s p i t e  of the  f a c t  t h a t  combined out- 
l a y s  f o r  c a p i t a l  expenditures and n e t  lending opera t ions  decl ined by 
12 per  cent .  

The f i n a n c i a l  pos i t ion  of the  l o c a l  governments i s  est imated t o  
have improved s t rong ly  i n  1981 y ie ld ing  a  su rp lus  f a r  the  f i r s t  time 
i n  the l a s t  f i v e  years .  This s h i f t  i n  the  l o c a l  governments' f inances  
was the r e s u l t  of a  reduction i n  c a p i t a l  expenditures of about 70 per 
cent  i n  1981 t o  L 1 5  mi l l ion .  Current expenditure grew by 6 per  cen t  
l a s t  year. Local government revenue increased by 7  per  cen t  i n  1981 
because of buoyant t ax  revenue and r i s i n g  adminis t ra t ive  f e e s  which 
together  more than compensated f o r  a  f a l l  i n  funds t r a n s f e r r e d  from, 
o r  on-lent by, t h e  Central  Government. 

5. Public  e n t e r p r i s e s  

The publ ic  e n t e r p r i s e  s e c t o r  i n  Honduras inc lude  some 12 i n s t i t u -  
t i o n s  opera t ing  i n  the  f i e l d s  of p u b l i c  u t i l i t i e s ;  a i r  and r a i l r o a d  
t ranspor t ;  marketing and development of co f fee  and bananas undertaken 
by the  Honduran Coffee I n s t i t u t e  (IHCAFE) and the  Honduran Banana 
Corporation (COHBANA), r e spec t ive ly ;  r e t a i l  d i s t r i b u t i o n  of food and 
bas ic  products by the  National Food Purchasing Agency (BANASUPRO); and 
exp lo i t a t ion  of f o r e s t  resources and expor ts  of lumber by t h e  Honduran 
Forest Development Corporation (COHDEFOR). 

The combined operat ing s u r p l u s  of t h e  Honduran pub l i c  enter -  
p r i ses ,  defined t o  exclude t r a n s f e r  payments and con t r ibu t ions  t o  
o r  from the  Central  Government, inc reased  by 18 pe r  cent  i d  1981 t o  

1/ The s o c i a l  s e c u r i t y  system i s  composed of t h e  Socia l  Secur i ty  
1n;titute (IHSS) and two pension funds ,  one f o r  c i v i l  s e rvan t s  (IJPEMP) 
a& the o ther  f o r  school teachers  (IJPM). 



about L 80 mi l l ion  ( S t a t i s t i c a l  Appendix Table 30). This i n t e r n a l  
genera t ion  of resources financed about one four th  of t h e i r  combined 
investment (and ne t  lending) expenditures during t h e  l a s t  few years. 
The remaining f i n a n c i a l  requirements were covered mainly by disburse-  
ments from fore ign loans ,  inc luding those channeled through the  Centra l  
Government. The combined investment expenditures of the  pub l i c  enter -  
p r i s e s  increased by 8 per  c e n t - t o  L 310 mi l l ion  i n  1981, equivalent  t o  
over 5-1/2 per  cent  of GDP. Most of t h i s  inc rease  was covered by n e t  
fo re ign  borrowing which rose  by more than twice t h e  inflow i n  1980 and 
amounted to  L 92 mi l l ion .  By c o n t r a s t ,  ne t  lending from t h e  Centra l  
Government and o the r  domestic f inancing decl ined l a s t  year. 

I n  terms of t h e  volume of opera t ions ,  t h e  l a r g e s t  publ ic  enter -  
p r i s e  i s  the  National E l e c t - r i c i t y  Corporation (ENEE), followed by t h e  
~elecbmmunications Agency (HONDUTEL) and the  Por t  Authority (ENP). 
I n  1981, ENEE accounted f o r  80 per  cent  of t o t a l  e n t e r p r i s e  investment 
expenditure, and almost 6 0  per  cent  of the  t o t a l  opera t ing  su rp lus  of 
the  e n t e r p r i s e  s e c t o r  ( a f t e r  current  t r a n s f e r  payments t o  and from the  
Central ~ o v e r k e n t )  . ENEE's investment expenditure rose  by 35 pe r  
cent  i n  1981 t o  L 226 mil l ion  r e f l e c t i n g  progress i n  the  cons t ruct ion  
of t h e - h y d r o e l e c t r i c  p l a n t  of El  Cajon, a  p ro jec t  financed j o i n t l y  by 
t h e  IBRD and IDB,  which i s  expected t o  be f in i shed  by 1985. ENEE's 
operat ing surplus  grew by 25 per  cent  t o  L 45 mil l ion  i n  1981 ( S t a t l s -  
t i c a l  Appendix Table 30) a s  a r e s u l t  of a  10 per  cen t  inc rease  i n  
revenue, r e f l e c t i n g  mainly the  in t roduc t ion  of a  revised  s t r d c t u r e  of 
t a r i f f s  and t a r i f f  surcharges l inked t o  the  increased use of petroleum 
by the  thermoelec t r ic  power p lan t s .  

HONDVTEL accounted f o r  l e s s  than 3 per  cent  of t o t a l  pub l i c  enter -  
p r i s e  c a p i t a l  expenditure and over 18  per  cent  of t h e i r  combined opera- 
t ing  su rp lus  i n  1981. Although HONDUTEL's investment out lays  decl ined 
s t e a d i l y  from L 33 m i l l i o n  i n  1978 t o  L 8 m i l l i o n  i n  1981, i t s  operat-  
ing surplus  improved by 40 pe r  cent  i n  1981 a s  a  r e s u l t  of adjustments 
i n  i t s  user  r a t e s  ranging from 20 per  cent  t o  25 per  cent .  

The opera t ions  of the  National Por t  Authori ty (ENP) r e su l t ed  I n  
a modest opera t ing  su rp lus  of L 5 m i l l i o n  i n  1981 which was 30 per  cent  
lower than t h a t  r e g i s t e r e d  i n  the  1978-79 period.  This  performance 
re f l ec ted  t o  some ex ten t  a  d e t e r i o r a t i o n  i n  t h e  management of the  enter -  
p r i s e  and l a rge  wage awards, but  i t  a l s o  r e f l e c t e d  i n e l a s t i c  revenues 
associated with a dec l ine  i n  t h e  volume of i n t e r n a t i o n a l  t r ade  due t o  
the  balance of payments c o n s t r a i n t s  t h a t  t h e  country faced i n  1981. 
ENP is  undertaking t h e  cons t ruc t ion  of a major p o r t  a t  Puerto C a s t i l l a ,  
but construct ion a c t i v i t i e s  were i n t e r r u p t e d  i n  1980 a s  a  r e s u l t  of a 
d ispute  with the  f o r e i g n  con t rac to r .  A s  a r e s u l t ,  t h e  volume of c a p i t a l  
expenditure of ENP decl ined from L 43 m i l l i o n  i n  1979 L 6 mi l l ion  i n  
1981. It i s  a n t i c i p a t e d  t h a t  t h i s  p r o j e c t  w i l l  be completed on a some- 
what reduced s c a l e  during 1982. 



I V .  F inancia l  Intermediation 

1. Overal l  t rends  

Monetary developments i n  1980-81 were characterized by a weak 
growth i n  loanable funds of the  f i n a n c i a l  system, a s t rong  increase  i n  
o v e r a l l  c r e d i t  expansion, and a sharp dec l ine  i n  n e t  o f f i c i a l  in t e r -  
n a t i o n a l  reserves.  After  a s t rong growth i n  1977-79, the  expansion i n  
the  banks9 loanable funds decelera ted  sharply i n  1980 because of a s ig-  
n i f i c a n t  weakening i n  the  growth r a t e  of both p r iva te  s e c t o r  f i n a n c i a l  
savings and fo re ign  l i a b i l i t i e s  of the  f i n a n c i a l  system. I n  1981 t h e r e  
was a modest recovery i n  the  growth r a t e  of f i n a n c i a l  savings,  but i n  
terms of GDP they were s t i l l - a t  year  end--5 percentage p o i n t s  below t h e  
peak reached a t  the  end of 1978. To ta l  f i n a n c i a l  system c r e d i t  expanded 
roughly i n  l i n e  wi th  nominal GDP i n  1977-79 and, a f t e r  some dece le ra t ion  
i n  1980, it rose  r ap id ly  i n  1981 by the  equivalent  of 7 per  cent  of GDP 
(Table 8) .  

The strong growth i n  p r iva te  s e c t o r  f i n a n c i a l  savings during 1977- 
79, supplemented by an increase  i n  the  banks' fore ign l i a b i l i t i e s ,  en- 
abled the  Honduran f i n a n c i a l  system t o  f inance a s i g n i f i c a n t  c r e d i t  
expansion t o  the  p r iva te  sec to r  and, a t  the  same time, enabled t h e  
Central Bank t o  accumulate n e t  i n t e r n a t i o n a l  reserves.  I n  1980 t h e  
slowdown i n  the  growth of the  banks' t o t a l  l i a b i l i t i e s  induced a s i m i l a r  
slowdown i n  the  expansion of c r e d i t  t o  the  p r i v a t e  s e c t o r ;  however, be- 
cause of a sharp increase  i n  n e t  c r e d i t  t o  the  pub l i c  s e c t o r ,  t o t a l  
c r e d i t  expansion exceeded the  growth i n  loanable funds and, a s  a r e s u l t ,  
t he re  was a dec l ine  of US$66 m i l l i o n  i n  ne t  o f f i c i a l  i n t e r n a t i o n a l  re-  
serves. I n  1981 the  expansion i n  t o t a l  c r e d i t  was well  i n  excess of 
the  growth i n  f i n a n c i a l  system loanable  funds, and n e t  i n t e r n a t i o n a l  
reserves  of the  Central  Bank decl ined by US$105 mi l l ion .  

During the  f i r s t  few months of 1982, banking system c r e d i t  contin-  
ued t o  grow a t  a s t rong pace, whereas the  expansion i n  t h e  banks' l i a -  
b i l i t i e s  t o  the  p r iva te  s e c t o r  tended t o  weaken. A s  a r e s u l t ,  n e t  o f f i -  
c i a l  i n t e r n a t i o n a l  reserves  decl ined by a f u r t h e r  US$40 m i l l i o n  during 
the  f i r s t  q u a r t e r  of the year ,  which i s  normally a period when t h e r e  i s  
a seasonal gain. 

2. Loanable resources of t h e  f i n a n c i a l  system 

After  a s t r o n g  expansion dur ing  t h e  three-year period through 1979, 
the  growth i n  p r i v a t e  s e c t o r  f i n a n c i a l  savings slowed markedly i n  t h e  
l a s t  two years ,  a s  the  growth of expor t  income and domestic economic 
a c t i v i t y  weakened. Accordingly, f i n a n c i a l  savings dece le ra ted  from a n  
annual r a t e  of more than 20 per  c e n t  through mid-1979 t o  an annual r a t e  
of 12 per  cent  toward the  end of 1979 and t o  l e s s  than 1 p e r  cent  by 
mid-1980 (Chart 5). Although some recovery was observed t h e r e a f t e r ,  
the annual r a t e  of expansion reached only 7-1/2 pe r  cen t  a t  the  end of 
1980 and was maintained a t  around 1 0  per  cent  throughout 1981. Accord- 
ingly,  p r iva te  s e c t o r  f i n a n c i a l  a s s e t s  decl ined from t h e  equ iva len t  of 



Source: Central Bank of Honduras. 





Table  8. , Hondurae: Changes i n  C r e d i t  by Or ig in ,  
Des t ina t ion ,  and Financing 

( I n  m i l l i o n s  of l empi ras )  

T o t a l  c r e d i t  
O r i g i n  

C e n t r a l  Bank 
Rest  of banking system 

T o t a l  
With C e n t r a l  Bank c r e d i t  

( i n c r e a s e  - )  
Nonbank i n t e r m e d i a r i e s  
I n t e r b a n k  f l o a t  

D e s t i n a t i o n  
P u b l i c  s e c t o r  

C e n t r a l  Government 
Rest  of  p u b l i c  s e c t o r  

P r i v a t e  s e c t o r  
'Other  ( n e t )  

Financing 
L i a b i l i t i e s  t o  p r i v a t e  s e c t o r  
Medium- and long-term f o r e i g n  

l i a b i l i t i e s  1/ 
Net f o r e i g n  a s s e t s  of  t h e  r e s t  

of  t h e  f i n a n c i a l  system 
( i n c r e a s e  -) 

Net i n t e r n a t i o n a l  r e s e r v e s  of 
t h e  C e n t r a l  Bank ( i n c r e a s e  -) 

(As a  p e r  c e n t  of GDP) 

T o t a l  c r e d i t  
D e s t i n a t i o n  

Publ ic  s e c t o r  
P r i v a t e  s e c t o r  
Other  

Financing 
L i a b i l i t i e s  t o  p r i v a t e  s e c t o r  
Medium- and long-term f o r e i g n  

l i a b i l i t i e s  21 
Net i n t e r n a t i o n a l  r e s e r v e s  of  

banking system ( i n c r e a s e  -) 
Nonbank i n t e r m e d i a r i e s '  n e t  

f o r e i g n  a s s e t s  ( i n c r e a s e  -) 

3.3 1.6 
t h e  

-3.0 -2.0 

(Annual p e r c e n t a g e  changes)  

T o t a l  c r e d i t  21 23.6 19.7 
Credi t  t o  p r i v a t e  s e c t o r  22.9 15.6 
L i a b i l i t i e s  t o  p r i v a t e  s e c t o r  22.3 21.2 
Nominal GDP 19.9 17.0 

Sources: S t a t i s t i c a l  Appendix Tables  1 4  and 31. 

I /  I n c l u d e s  L 50.2 m i l l i o n  i n  n e t  c r e d i t  t o  BANFINAN. - 
21 I n c l u d e s  c o u n t e r p a r t  u n r e q u i t e d  f o r e i g n  exchange ( a l l o c a t i o n  of SDRs 

an; v a l u a t i o n  ad jus tments  of  Fund a c c o u n t s ) .  
31 I n  r e l a t i o n  t o  t h e  s t o c k  o f  l i a b i l i t i e s  t o  t h e  p r i v a t e  s e c t o r  a t  t h e  

be i inn ing  of t h e  y e a r .  



39-1/2 per  cent  of GDP a t  the end of 19781 t o  around 34 per cent  i n  
1980-81. During the  f i r s t  quar ter  of 1982, the  annual growth i n  pri-  
va te  s e c t o r  claims on the banking system amounted t o  about 6 per cent.  

The reduct ion i n  the r a t i o  of f i n a n c i a l  savings t o  GDP during 
1979-80 i s  explained mostly by the  r e l a t i v e  decl ine  i n  quasi-monetary 
a s s e t s ,  which f e l l  from t h e  equivalent  of 22 per cent  of GDP i n  1977-78 
t o  1 8  per cen t  a t  the  end of 1980. However, during 1981 quasi-money 
expanded f a s t e r  than overa l l  f i n a n c i a l  savings and, i n  terms of GDP, 
recovered t o  more than 19 per cent.  By con t ras t ,  the  narrow money sup- 
ply (currency and deposits)  has f luc tuated  l e s s  i n  recent  years-  The 
r a t e  of expansion i n  t h i s  monetary aggregate declined from about 13 per 
cent of GDP i n  1977-79 t o  11-1/2 per  cent  a t  the  end of 1981 (Table 9). 

The weakening i n  the  growth of p r iva te  sec to r  f i n a n c i a l  savings 
s ince  mid-1979 has been both a r e f l e c t i o n  of regional  and domestic 
p o l i t i c a l  developments and a response t o  the  d e t e r i o r a t i o n  i n  Eonduras' 
general f i n a n c i a l  s i t u a t i o n .  The p o l i t i c a l  turmoil i n  Central  America 
touched off  by t h e  c i v i l  war i n  Nicaragua i n  mid-1979 and subsequent 
developments i n  El Salvador and Guatemala caused an eros ion i n  p r i v a t e  
sec to r  confidence i n  Honduras. Some uncer ta in ty  w a s  a l s o  crea ted  by 
Honduras' own e l e c t o r a l  process during 1980-81, which culminated i n  
the  e l e c t i o n  of a  new c o n s t i t u t i o n a l  government i n  November 1981. I n  
addi t ion ,  a s  explained below, the  bankruptcy of a l a r g e  p r i v a t e  commer- 
c i a l  bank a t  the  end of 1980 and t h e  d e t e r i o r a t i o n  i n  t h e  f i n a n c i a l  
pos i t ion  of two public f inanc ia l  i n s t i t u t i o n s  have contributed t o  t h e  
sluggish recovery of pr ivate  f i n a n c i a l  savings wi th in  t h e  Honduran 
banking system. 

The delayed adjustments i n  domestic i n t e r e s t  r a t e s  t o  the  l e v e l s  
prevai l ing  i n  fore ign f i n a n c i a l  markets may a l s o  expla in ,  i n  p a r t ,  the  
weak growth i n  p r i v a t e  f inanc ia l  savings  i n  Honduras dur ing the l a s t  
two years. Although c e i l i n g s  on depos i t  r a t e s  have been gradually el i-  
minated s ince  l a t e  1978, t h e  upward movement of t h e  deposi t  r a t e s  has  
been constrained by the  c e i l i n g  t h a t  t h e  monetary a u t h o r i t i e s  have main- 
tained f o r  lending ra tes .  I n  tu rn ,  t h e s e  c e i l i n g s  have been adjusted 
slowly, the  l a s t  s i g n i f i c a n t  upward adjustments having been made i n  
l a t e  1979 and e a r l y  1980. Although t h e r e  was a d i f f e r e n t i a l  i n  favor 
of the Honduran i n t e r e s t  r a t e s  f o r  a  s h o r t  period i n  t h e  f i r s t  ha l f  of 
1980, t h i s  advantage was l a rge ly  eroded by t h e  end of 1980. In Play 
1982 the  Central  Bank a u t h o r i t i e s  u n i f i e d  most bank lending r a t e s  a t  
the prevai l ing  l e v e l  of 19 p e r  cent  and s impl i f i ed  t h e  s t r u c t u r e  of 
lending and rediscount r a tes .  In  a d d i t i o n ,  a system was es tab l i shed  
whereby the c e i l i n g s  on these r a t e s  would be revised according t o  
developments i n  fore ign f i n a n c i a l  markets a t  three-month i n t e r v a l s  
( S t a t i s t i c a l  Appendix Tables 33 and 3 4 ) . 1 /  - . 

11 Recent changes i n  monetary p o l i c y  ins t ruments  s i n c e  e a r l y  1980 
are described i n  Appendix 11. 



Table 9. Honduras: Stock of P r i v a t e  Sec to r  
~ i n a h c i a l  Assets  (At Year End) 

(As a pe r  cen t  of GDP) 

T o t a l  - 
Money 

Currency i n  c i r c u l a t i o n  
Demand d e p o s i t s  

Quasi-money 
Time, s av ings ,  and o t h e r  

d e p o s i t s  
Bonds L/ 
Other c la ims  on f i n a n c i a l  

i n s t i t u t i o n s  21 
F i n a n c i a l  i n s t i t u y i o n s  ' p r i v a t e  

c a p i t a l  and r e s e r v e s  

( A s  a per  c e n t  of t o t a l  f i n a n c i a l  a s s e t s )  

Money 34.7 33.3 34.2 35.6 33.6 
Quasi-money 54.0 55.4 53.9 52.2 54.3 
P r i v a t e  c a p i t a l  and r e s e r v e s  11 - 3  11.3 11 .9 12.2 12.1 . 

(Annual percentage  changes)  

T o t a l  - 21.9 - 20.3 - 11.9 - 6.6 10.6 
10.8 - Money 14.2 15.6 14.9 4 - 5  

Currency i n  c i r c u l a t i o n  (11.7) (11.0) (25.8) (2.0) (10.5) 
Demand depos i t  (16.5) (19.5) (6.3) (19.1) (-0.3) 

Quasi-money 28.4 23.5 9.0 3.2 15.1 
Time, savings ,  and o t h e r  

depos i t s  (27.7) (23.0) (6.6) (8.2) (14.6) 
Other (30.6) (25.0) (16.2) (-10.8) (16.4) 

L ( I n  m i l l i o n s  of l e m ~ i r a s )  

Memorandum item 
Stock of p r i v a t e  s e c t o r  

f i n a n c i a l  a s s e t s  1,184 1 ,424 1 ,595 ,1,700 1 ,880 

Sources: S t a t i s t i c a l  Appendix T a b l e s  14, 31, and 37. 

1/ Includes bonds i s s u e d  by t h e  C e n t r a l  Government and t h e  rest of 
th; nonf inanc ia l  p u b l i c  s e c t o r .  

21 Excludes cu r rency  and d e p o s i t s  h e l d  by nonbank i n t e r m e d i a r i e s  i n  
th; banking system 



The weakening i n  the  expansion of p r iba te  sec to r  f i n a n c i a l  savings 
was aggravated by a reduction i n  the  commercial banks' use of fore ign 
funds i n  t h e  l a s t  two years. This reduct ion  occurred, i n  p a r t ,  because 
a t  t imes i n t e r e s t  r a t e s  abroad were higher than the  maximum authorized 
domestic l end ing  r a t e ,  but a l s o  because of the  apparent re luc tance  of 
fore ign banks t o  increase  t h e i r  exposure i n  Central  America. I n  addi- 
t i o n ,  t h e  C e n t r a l  Bank had l e s s  recourse t o  medium-term fo re ign  borrow- 
ing than  expected during 1981, a s  i t  was only ab le  t o  use l e s s  than 
ha l f  of t h e  c r e d i t s  p o t e n t i a l l y  a v a i l a b l e  under the  Mexican-Venezuelan 
regional  o i l  f a c i l i t y .  A s  a r e s u l t  of these  developments, t h e  l iqu id -  
i t y  s i t u a t i o n  of the  Honduran f i n a n c i a l  system t ightened sharply.  I n  
an at tempt t o  supplement t h e i r  loanable funds, commercial banks reduced 
t h e i r  r e s e r v e  depos i t s  with the  Centra l  Bank and incurred rese rve  def i -  
c i e n c i e s  o n  severa l  occasions, thus  exe r t ing  add i t iona l  p ressu re  on t h e  
Centra l  Bank's n e t  domestic a s s e t s  and on i t s  n e t  i n t e r n a t i o n a l  r e se rves  
( S t a t i s t i c a l  Appendix   able 35). 

3. C r e d i t  opera t ions  of the  f i n a n c i a l  system 

Developments i n  the  lending opera t ions  of t h e  f i n a n c i a l  system i n  
t h e  l a s t  f o u r  years  have been c h a r a c t e r i z e d ' b y  a s t rong  r a t e  of expan- 
s ion  i n  t o t a l  c r e d i t  and by a s h i f t  i n  both t h e  d e s t i n a t i o n  of c r e d i t  
from the  p r i v a t e  t o  the  publ ic  s e c t o r  and t h e  o r i g i n  of c r e d i t  from 
the  r e s t  of banking system t o  the  Cen t ra l  Bank. . T o t a l  f i n a n c i a l  
system c r e d i t  expanded a.t an average annual  r a t e  of 19  per  cen t  dur ing  
1978-79, and,  a f t e r  i t  slowed somewhat i n  1980, t h e  growth r a t e  accel -  
e ra ted  t o  23 per  cen t  l a s t  year ,  when t h e  growth i n  domestic p r i c e s  
and genera l  economic a c t i v i t y  subsided considerably.  I n  terms of GDP, 
o v e r a l l  c r e d i t  expansion of t h e  f i n a n c i a l  system increased from an aver- ' 

age of about 6 per  cen t  i n  1978-80 t o  7 p e r  cen t  i n  1981. 

S i n c e  late  1980 there has been a marked s h i f t  i n  t h e  d i s t r i b u t i o n  
of c r e d i t  flows between the  p r i v a t e  and p u b l i c  s e c t o r s .  C r e d i t  expan- 
s ion  t o  the  p r i v a t e  s e c t o r  dece le ra ted  i n  l i n e  with t h e  t i g h t e n i n g  i n  
the  banks' l i q u i d i t y  p o s i t i o n ,  dec l in ing  from a n  annual r a t e  of growth 
of more than 1 8  per  cent  i n  t h e  t h i r d  q u a r t e r  of 1979 t o  4 per  cen t  by 
mid-1980. Although a s l i g h t  recovery t o  an  annual  r a t e  of i n c r e a s e  of 
about 8 per  cent  was reached toward t h e  end of 1980, i t  remained a t  
about t h i s  same r a t e  throughout 1981. I n  terms of GDP, c r e d i t  expan- 
s ion  t o  the  p r i v a t e  s e c t o r  dec l ined  from 5 per  cen t  a t  t h e  end of 1978 
t o  around 2-112 p e r  cent  i n  1980-81. . By c o n t r a s t ,  t h e  expansion i n  
f i n a n c i a l  system c r e d i t  t o  t h e  pub l i c  s e c t o r  a c c e l e r a t e d  r a p i d l y  i n  
the l a s t  two y e a r s  because of the  sharp  i n c r e a s e  i n  c u r r e n t  expendi- 
t u r e s  of the  C e n t r a l  Government i n  t h e  f a c e , o f  a weak growth i n  govern- 
ment revenues. A s  a r e s u l t ,  t h e  flow of p u b l i c  s e c t o r  c r e d i t  inc reased  
from the  equivalent  of 1 per c e n t  of GDP dur ing  1978-79 t o  n e a r l y  
2-112 per  cent  i n  1980-81. 

In  con t ras t  wi th  t h e  per iod  through mid-1979 when t h e  growth of 
c r e d i t  t o  the  p r i v a t e  s e c t o r  was l a r g e l y  demand-determined, a s  f inan-  
c i a l  system loanab le  r e sources  rose  f a s t e r  than  o v e r a l l  c r e d i t ,  du r ing  



1980-.81 t h e  c r e d i t  flow t o  the  p r iva te  sec to r  was l imi ted  on the  supply 
s ide .  Although the  growth i n  p r iva te  sec to r  demand f o r  c r e d i t  dec l ined 
i n  l i n e  w i t h  a  weakening i n  p r iva te  investment and o v e r a l l  prpduction,  
the  expansion i n  f i n a n c i a l  system claims on the  public  sector i n  the  
l a s t  two y e a r s  crowded out  c r e d i t  flows t o  the  p r iva te  s e c t o r .  This  
e f f e c t  was brought about by the  f a c t  tha t  t h e  Central  Bank, i n  t h e  l i g h t  
of a  s t r o n g  c r e d i t  demand by the  publ ic  s e c t o r ,  had t o  c u r t a i l  t h e  
growth i n  f t s  loans and advances t o  the  r e s t  of the  banking system i n ,  
an at tempt t o  l i m i t  the  expansion i n  i ts  ne t  domestic a s s e t s  and t h e  
l o s s  i n  i t s  n e t  i n t e r n a t i o n a l  reserves.  

A s  r e g a r d s  the  o r i g i n  of c r e d i t ,  the Centra l  Bank has  s t e a d i l y  
expanded i t s  share i n  t o t a l  c r e d i t  expansion of the  Honduran f i n a n c i a l  
system d u r i n g  the  l a s t  four years ,  r i s i n g  from l e s s  than 1 per  cen t  of 
GDP i n  1978-79 t o  more than 4-112 per  cent  i n  1981. The s t rong  growth 
i n  t o t a l  Cen t ra l  Bank c r e d i t  i n  1980-81 was due l a r g e l y  t o  t h e  expansion 
i n  i t s  c r e d i t  t o  the  pub l i c  s e c t o r ,  but i t  a l s o  r e f l e c t e d  t h e  support  
t h a t  the  Cen t ra l  Bank extended t o  severa l  banking i n s t i t u t i o n s  which 
experienced f i n a n c i a l  d i f f i c u l t i e s .  

During t h e  l a s t  few years,  t h e  f i n a n c i a l  p o s i t i o n  of a  l a r g e  p r i -  
va te  f i n a n c i a l  i n s t i t u t i o n  (BANFINAN) weakened a s  a  r e s u l t  of a  number 
of unprof i t ab le  lending opera t ions  owing t o  poor management and t h e  
l ack  of bank supervision.  Af ter  being unable t o  s e r v i c e  i t s  domeatic 
and fo re ign  debt f o r  almost a yea r ,  t h i s  i n s t i t u t i o n  was forced i n t o  
l i q u i d a t i o n  a t  the  end of 19800 During 1981 t h e  Cen t ra l  Bank extended 
ext raordinary  c r e d i t s  amounting t o  L 50 m i l l i o n  ( t h e  equ iva len t  of 
roughly 1 per  cent  of GDP) i n  o rde r  t o  pay off  BANFINAN'S outs tanding 
deposi t  l i a b i l i t i e s .  In  a d d i t i o n ,  t h e r e  was a  sharp d e t e r i o r a t i o n  dur- 
i n g  1981 i n . t h e  f i n a n c i a l  p o s i t i o n  of two pub l i c  f i n a n c i a l  i n s t i t u t i o n s ,  
the  National Investment Corporat ion (CONADI) and the  A g r i c u l t u r a l  Devel- 
opment Bank (BANADESA). CONADI ' s  d i r e c t  and guaranteed lending opera- 
t i o n s  expanded ind i sc r imina te ly  f o r  a  number of years  and, a s  a  r e s u l t ,  
t h i s  i n s t i t u t i o n  i s  now burdened wi th  a  s i g n i f i c a n t  number of nonper- 
forming loans.  A t  p resen t ,  CONADI i s  unable t o  s e r v i c e  i t s  f o r e i g n  debt  
and requ i res  heavy f i n a n c i a l  suppor t  from t h e  C e n t r a l  Government and t h e  
Central Bank. BANADESA's loan  recovery performance has  a l s o  d e t e r i o r -  
a t ed  with the  r e s u l t  t h a t  i t  has been unable t o  s e r v i c e  i t s  domestic 
debt.  Since l a t e  1980, i t  has run up a  l a r g e  o v e r d r a f t  p o s i t i o n  w i t h  
the  Central  Bank. 

With respect  t o  the  d e s t i n a t i o n  of banking system c r e d i t  by s e c t o r  
of economic a c t i v i t y ,  t h e  a g r i c u l t u r a l  s e c t o r  has  been t h e  most impor- 
t a n t  r ec ip ien t  and increased i t s  r e l a t i v e  s h a r e  i n  t h e  f o u r  y e a r s  end- 
ing  i n  1980. However, i n  1981, due t o  an a b s o l u t e  d e c l i n e  i n  c r e d i t  
f o r  coffee and bas ic  g r a i n s  production,  t h e  s h a r e  of c r e d i t  t o  t h e  a g r i -  
c u l t u r a l  sec to r  decl ined from 20 per  cent  of t h e  t o t a l  i n  1980 t o  
16-1/2 per cent l a s t  yea r .  C r e d i t  t o  t h e  c o n s t r u c t i o n  i n d u s t r y  in- 
creased f a s t e r  than t h e  t o t a l  i n  t h e  l a s t  t h r e e  y e a r s ,  l a r g e l y  because 
of an expansion i n  t h e  opera t ions  of t h e  Nat ional  Housing Finance I n s t i -  
t u t i o n  (FINAVI), but  a l s o  because of t h e  g r e a t e r  impact of  t h e  a d j u s t -  
ments i n  the maximum lending r a t e s  on t h i s  s e c t o r .  By c o n t r a s t ,  c r e d i t  



growth t o  commercial a c t i v i t i e s  lagged bkhind t o t a l  c r e d i t  growth be- 
cause of r e s t r i c t i o n s  on the banks' loan po r t fo l i o  established by the  
Centra l  Bank s ince  l a t e  1979.1/ Credit t o  t h e  manufacturing sector  
expanded a t  roughly the same ?ate a s  overa l l  banking c r e d i t  through 
1980 and represented about one f i f t h  of the banking system's t o t a l  port- 
f o l i o .  In 1981 the  r a t e  of bank c r e d i t  expansion t o  the  manufacturing 
s ec to r  accelera ted because of l a rger  lending a c t i v i t y  t o  t h e  cement and 
t e x t i l e  i ndus t r i e s ,  and i t s  share i n  the  t o t a l  rose t o  23 per cent  (Sta- 
t i s t i c a l  Appendix Table 36). 

1/ A s  of November 1979, the Cent ra l  Bank es tab l i shed  t h a t  a minimum 
of-55 per  cent  of t h e  increase  i n  t h e  banks' c r e d i t  t o  t h e  p r iva t e  
sector  had t o  be channeled t o  a g r i c u l t u r e ,  manufacturing, and export 
a c t i v i t i e s -  



V. The External  Sector 

1. Overal l  t rends  

Af te r  severa l  yea r s  i n  which the  overa l l  balance of payments was 
i n  su rp lus ,  Honduras' ex te rna l  pos i t ion  weakened considerably i n  1980 
and 1981, r e g i s t e r i n g  o v e r a l l  d e f i c i t s  of US$66 mil l ion  and US$127 mil- 
l i o n  i n  each year, respect ively  (Table 10). The overa l l  d e f f c i t  i n  1981 
included the  accumulation of external  debt a r r e a r s  of US$21 mil l iong 
The swing i n t o  o v e r a l l  d e f i c i t  i n  1980 r e f l e c t e d  a sharp d e t e r i o r a t i o n  
i n  the cur ren t  account d e f i c i t  which more than o f f s e t  t h e  rise in t o t a l  
c a p i t a l  inflows i n  t h a t  year. The former was a consequence of an  accel- 
e r a t i o n  i n  the  r a t e  of growth of imports a t  a time when t h e  r a t e  of in- 
crease  of exports  was decelera t ing,  a s  wel l  a s  a sharp rise i n  n e t  fac- 
t o r  payments- Although export income declined i n  1981, t h e r e  was a 
modest improvement i n  t h e  current  account pos i t ion  a s  a r e s u l t  of the  
decl ine  i n  the value of imports and ne t  se rv ice  payments. This improve- 
ment, however,,was more than o f f s e t  by a l a rge  f a l l  i n  n e t  c a p i t a l  Pn- 
flows (Chart 6). N e t  o f f i c i a l  i n t e r n a t i o n a l  reserves ,  which had aver- 
aged USS158 mi l l ion ,  o r  9-1/2 weeks of imports during 1977-79, declined 
t o  US$11 mi l l ion ,  o r  l e s s  than one week of imports by t h e  end of 1981 
( S t a t i s t i c a l  Appendix Table 38). 

The outlook f o r  1982 i n d i c a t e s  t h a t  the  o v e r a l l  balanc@,of payments 
d e f i c i t  w i l l  be somewhat lower than i n  1981 with the  improvement coming 
from t h e  c a p i t a l  account- A s  a percentage of GDP, t h e  cur ren t  account 
d e f i c i t  i s  expected t o  be about the  same a s  i n  1981. Despite a signif- 
i c a n t  increase i n  banana exports ,  t o t a l  exports  a r e  expected t o  remain 
l a rge ly  unchanged from t h e  l e v e l  reached i n  1981, and imports a r e  ex- 
pected t o  increase  only marginally a s  a r e s u l t  of t h e  low r a t e  of eco- . 

n m i c  growth. The d e f i c i t  i n  t h e  n e t  se rv ices  and t r a n s f e r  account i s  
projected t o  r i s e  moderately a s  a r e s u l t  of inc reases  i n  both r e d t t a n c e  
of p r o f i t s  abroad, associa ted  with a recovery of banana exporte, and 
i n t e r e s t  payments on publ ic  external  debt.  The projec ted  inc rease  i n  
net  c a p i t a l  inflows,  t o  about 9 per  cent  of GDP, would reflect t h e  die- 
bursement of b i l a t e r a l  a i d  under t h e  United S t a t e s  Caribbean Basin 
I n i t i a t i v e ,  debt r e l i e f  provided from t h e  renego t ia t ion  of a p a r t  of 
the foreign commercial debt ,  and an increase  i n  o f f i c i a l  loan disburse- 
ments associated with t h e  public investment program. 

Honduras' exchange and t rade  system has  t r a d i t i o n a l l y  been f r e e  
of r e s t r i c t i o n s  on payments and t r a n s f e r s  f o r  c u r r e n t  t r ansac t ions ;  
however, delays on import payments have occurred s i n c e  t h e  end of 1981 
giving r i s e  t o  a r r e a r s  estimated a t  about USS13.5 m i l l i o n  i n  mid-1982.1/ - 
Since November 1980, Honduras has maintained r e g u l a t i o n s  f o r  exchange 
approval and export surrender  which a r e  designed t o  r e s t r a i n  c a p i t a l  
outflows. These regu la t ions  were i n t e n s i f i e d  i n  September 1981 and 

1/ The ex te rna l  debt a r r e a r s  shown i n  Table 10 represen t  d e f a u l t s  of 
t h e  private s e c t o r  and CONADI, and a r e  t h e r e f o r e  not  considered exchange 
r e s t r i c t i o n s .  



Table 10. Honduras: Sumntary Balance of Payments 

Pre l  . 
1977 1978 1979 1980 1981 

( I n  mil l lons of U.S. do l l a r s )  

Current account 
Wade balance 

Export6, f .o.b. (529.8) (627.6) (756.5) (849.1) (795.0) 
Imports, c. i .f .  (-599.0). (-711.5) (-852.0)(-1,045.3) (-973.1) 

Fac tor  payments (net  ) -69.0 -85.6 -120.4 -153.5 -158.1 
Other s e rv i ce s  and 

t r a n s f e r s  (net)  9.5 13.6 23.9 29.1 39.9 

Capi ta l  account 184.8 174.8 212.9 249.9 164.8 - 
Pr iva t e  c a p i t a l  49.5 570 6 54.9 86.8 19.7 
O f f i c i a l  c a p i t a l  76.6 104.7 100.4 144.4 158.7 
F inanc ia l  intermediar ies  38.7 12.5 57.6 18.7 -13.6 

SDR a l loca t ion  

Overal l  balance 56.1 - 18.9 - 25.8 - -65.7 -126.5 
External  debt a r r e a r s  -- -- -- -- 21.2 

Change i n  net  interna-  
t i o n a l  reserves  
( increase  -1 -56.1 -18.9 -25.8 65.7 105.3 

( I n  per cent of GDP) 

Current account 
Trade balance 

Exports, f -0.b.  (34.3) (34.7) (35.2) 
Imports, c.i.f. (-38.8) (-39.3) (-39.6) 

Factor  payments (ne t )  -4 - 5 -4.7 -5.6 
Other se rv ices  and 

t r ans fe r s  (net)  0.6 0.8 1.1 

Capi ta l  account - 12.0 - 9.7 10.1 - 
Pr iva te  c a p i t a l  1/ 3.2 3.2 2.5 
O f f i c i a l  c a p i t a l  5.0 5.8 4.7 
Financial  intermediar ies  2/ 3.8 0.7 2.9 

Overall  balance - 3.6 - 1.1 - 1.2 
External debt a r r e a r s  -- -- - 
Changes i n  ne t  interna-  

t iona l  reserves  
( increase -1 -3.6 -1.1 -1.2 

Sources: S t a t i s t i c a l  Appendix ~ a b l e s  14 and 39. 

1/ Includes net e r r o r s  and omissions. - 
21 Includes SDR a1 loca t Ions. - 



CHART 6 

HONDURAS 

BALANCE OF PAYMENTS, 1977-81 
(In millions of U.S. dollars) 
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May 1982 w i t h  the  in t roduc t ion  of p r i o r  r e g i s t r a t i o n  requi rements  f o r  
e x p o r t s ,  a su r r ende r  requirement f o r  a l l  exchange r e c e i p t s ,  and t h e  
a u t h o r i z a t i o n  f o r  the  Cent ra l  Bank t o  e s t a b l i s h  p r i o r i t i e s  i m t h e  allo- 
c a t i o n  of f o r e i g n  exchange. In  May 1982, t h e  a u t h o r i t i e s  e s t a b l i s h e d ,  
on a  temporary b a s i s ,  a  p r i o r i t y  scheme f o r  t he  approval  of  import per- 
m i t s  which i s  designed t o  r e s t r a i n  the  demand for  n o n e s s e n t i a l  imports .  
Th i s  scheme i s  intended t o  r ep l ace  the  one j u s t  mentioned which a p p l i e d  

\ a t  t h e  s t a g e  of fo re ign  exchange a u t h o r i z a t i o n . l /  - , 

The r e a l  trade-weighted exchange r a t e  f o r  t h e  Honduran lempira  
d e p r e c i a t e d  by 14 p e r  cent  between 1971-72 and 1981 (Chart  7). This 
change i s  made up of two components: a  dep rec i a t ion  of 24 pe r  c e n t  
from 1971-72 t o  1978 followed by a n  apprec i a t ion  of 1 0  p e r  c e n t  from 
1978 t o  1981.2/ In  1981 alone t h e  app rec i a t ion  amounted t o . 8 . 4  per  
c e n t .  The r e s u l t s  f o r  t h e  period through 1978 r e f l e c t  t h e  r e l a t i v e l y  
h igh  r a t e  of  i n f l a t i o n  of Honduras' t r a d i n g  p a r t n e r s ,  whereas t hose  f o r  
t h e  more r e c e n t  per iod  r e f l e c t  t h e  e f f e c t  of a  s t rong  U.S.  d o l l a r  com- 
bined wi th  the  r e l a t i v e l y  high r a t e  of i n f l a t i o n  i n  Honduras. 

2. Curren t  account t r a n s a c t i o n s  

a .  Terms of t r a d e  

The terms of t r a d e  dec l ined  by about 39  p e r  cent  between 1977 and 
1981 a s  a  r e s u l t  of t h e  f a l l  i n  i n t e r n a t i o n a l  c o f f e e  p r i c e s ,  i n  a l l  
yea r s  but  1980, and a  sharp  a c c e l e r a t i o n  i n  t h e  f o r e i g n  r a t e  of i n f l a -  
t i o n  i n  1979 and 1980. Compared wi th  the  base  year  of 1977,  t h e  d e t e r -  
i o r a t i o n  i n  the terms of t r a d e  weakened t h e  t r a d e  account  by' about  
USS250 m i l l i o n  through 1979 and by s f u r t h e r  USS130 m i l l i o n  through 
1981 (Table 11). 

1/ A de ta i l ed  d e s c r i p t i o n  of t h e  exchange system a s  of May 1982 i s  
presented i n  Appendix 111. 

21 The r a t e s  of change i n  a  g i v e n  time p e r i o d  a r e  expressed  i n  r e l a -  
t o  the base y e a r s  1971-72. 



T a b l e  11. Honduras: Terms of Trade ~ f f e c t  on the  Trade Account 

P re l .  
1977 1978 1979 1980 1981 

( I n  m i l l i o n s  of U.S. d o l l a r s )  

Trade b a l a n c e  a t  cu r r en t  p r i c e s  - -69 - -84 -96 - 
A t  1977 p r i c e s  -69 5 153 

Expor t s ,  f  .o.b. 
Impor ts ,  c - i - f .  

Terms of t r a d e  e f f e c t  
Expor ts ,  f  -0-be  
Impor ts ,  c - i - f .  

Terms of  t r a d e  
Export p r i c e s  
Import p r i c e s  

(Terms of t r a d e  index)  

Sources: Cen t r a l  Bank of Honduras; and Fund s t a f f  e s t i m a t e s .  

b. Exports  

Af t e r  i nc reas ing  a t  a n  average annual  r a t e  of 19-112 per  c e n t  dur- 
i n g  1978-79, t h e  growth i n  expor t  income d e c e l e r a t e d  t o  1 2  per  c e n t  i n  
1980 and dec l ined  by 6-112 p e r  c e n t  i n  1981. The expansion of e x p o r t  
volume dur ing  1978-79, which accounted f o r  t h e  bulk of expor t  growth, . 

was reversed i n  1980 a s  t h e  volume of t he  f o u r  major e x p o r t  commodities 
( co f f ee ,  bananas, wood and meat) dec l ined .  The f a l l  i n  t h e  va lue  of  
expor t s  i n  1981, t h e  f i r s t  i n  s e v e r a l  y e a r s ,  was due t o  t h e  f a l l  i n  
t h e  u n i t  va lue  and volume of s e v e r a l  major commodities as wel l  a s  t o  
t he  o v e r a l l  d e c l l n e  i n  expor t  t r a d e  w i t h  t h e  C e n t r a l  American r e g i o n  
owing t o  the  p o l i t i c a l  u n r e s t  and r e s u l t i n g  weak demand c o n d i t i o n s .  

A s  a  p ropor t ion  of t o t a l  e x p o r t  v s l u e ,  t h e  s h a r e  of t r a d i t i o n a l  
expor t s  ( c o f f e e ,  bananas, wood, meat ,  and m i n e r a l s )  d e c l i n e d  from 
78"pe r  cent  i n  1977 t o  68 p e r  c e n t  i n  1981 (Table  12) .  This  d e c l i n e  
i s  accounted f o r  mzinly by c o f f e e  and wood e x p o r t s ,  and by meat e x p o r t s  
s i n c e  1979. During t h i s  same p e r i o d ,  Eenana e x p o r t s  i n c r e a s e d  i t s  
sha re  by about 3 percentage  p o i n t s  t o  28 per c e n t  i n  1981 (compared t o  
22-112 per  c e n t  f o r  c o f f e e ) ,  s u r p a s s i n g  c o f f e e  a s  t h e  major  e x p o r t  i n  
1979. Over one h a l f  of t h e  i n c r e a s e  i n  t h e  s h a r e  of  n o n t r a d i t i o n a l  
expor t s  s ince  1977  ( i . e . ,  shr imp and l o b s t e r ,  a g r i c u l t u r a l  p r o d u c t s ,  
processed f o o d s t u f f ,  uanufac tu red  goods)  was exp la ined  by ~ a n u f a c t u r e d  
goods . 







Table 12. Honduras: Value of Exports ,  f.o.b. 

P re l .  
1977 1978 1979 1980 1981 

( I n  p e r  cen t  of t o t a l )  

T r a d i t i o n a l  expor t s  
Coffee 
Bananas 
Wood 
Meat 
Minerals  

N o n t r a d i t i o n a l  expor t s  22.3 23.4 25.7 - 29.4 - 31.9 
- ,  

Shrimp and l o b s t e r  3.0 2.6 3.3 2.8 3.4 
A g r i c u l t u r a l  p roducts  4.3 5.2 4.1 4.3 4.7 
Processed foods tu f f  d 1 .O 0.6 0.9 0.8 0.8 
Manufactures 4.4 4.7 6.3 8.0 9.3 
Other 9.6 10.3 11.1 13.5 13.7 

(Annual percentage  changes)  

Exports ,  f . 0 - b -  28.7 18.5 20.5 - 12.2 - -6.4 
T r a d i t i o n a l  expor t s  30.9 16.3 16.7 6.7 -10.1 
Nont rad i t iona l  expor t s  20.5 24.3 31.9 28.0 1 .3  

Source: Cen t r a l  Bank of Honduras. 

During t h e  per iod  1977-78, t h e  va lue  of c o f f e e  e x p o r t s  i nc reased  
a t  an average annual  r a t e  of about  47 pe r  c e n t  a s  a  r e s u l t  of t h e  s t r o n g  
inc rease  i n  world p r i c e s  i n  1977 and a sha rp  growth i n  volume i n  1978, 
which more than  o f f s e t  t h e  d e c l i n e  i n  u n i t  va lue  i n  t h a t  y e a r  ( S t a t i s t i -  
c a l  Appendix Table 40). During 1979-80, t h e  va lue  of c o f f e e  e x p o r t s  
was, on average,  about  5  per  c e n t  below t h e  1978 l e v e l ,  due t o  a  f u r t h e r  
dec l ine  In  expor t  p r i c e s  i n  1979 and a  d e c l i n e  i n  volume i n  1980. The 
l a t t e r  was a  consequence of t h e  i m p o s i t i o n  of e x p o r t  q u o t a s  under t h e  
In t e rna t iona l  Coffee Agreement and t h e  r e s u l t  of heavy r a i n s  which 
damaged t r e e s  and p l a n t a t i o n  f e e d e r  roads .  I n  1981,  a  f u r t h e r  d e c l i n e  
of 1 6  per  cent  occurred i n  t h e  e x p o r t  v a l u e  of c o f f e e ,  d e s p i t e  t h e  f a c t  
t h a t  t he  volume of c o f f e e  e x p o r t s  reached about  1 .5  m i l l i o n  q u i n t a l s ,  
the'  l a r g e s t  expor t  volume on r eco rd .  The lower v a l u e  of c o f f e e  e x p o r t s  
l a s t  yesr  r e f l e c t e d  a  30 pe r  c e n t  f a l l  i n  t h e  ave rage  p r i c e  rece ived  
f o r  co f f ee .  A l t h m g h  Honduras' c o f f e e  s a l e s  were r e s t r i c t e d  under  t h e  
In t e rna t iona l  Coffee Agreement, t h e  h i g h  expor t  volume was reached by 
s e l l i n g  coffee t o  nonmembers a t  a  p r i c e  t h a t  was c o n s i d e r a b l y  lower 
than t h a t  e s t a b l i s h e d  w i t h i n  t h e  quo ta  system. I n  1982, t h e  va lue  of 



c o f f e e  e x p o r t s  i s  expected t o  dec l ine  s l i g h t l y  i n  s p i t e  of an i n c r e a s e  
i n  the  u n i t  vdlue a s  no co f fee  i s  expected t o  be so ld  t o  noGembers, 
because t h e  low p r i c e  i n  t h a t  market w i l l  no t  cover t h e  v a r i a b l e  c o s t s  
of p roduc t  ion  

Between 1977 and 1980, t h e  value of banana expor ts  increased  by 
over  75 p e r  cent  and export  volume rose  by 22 per  cen t ,  w i t h  a ' s l i g h t  
d e c l i n e  i n  export  volume i n  1980 owing t o  hur r icane- l ike  winds i n  t h e  
l a s t  few months of 1979. The l a r g e  inc rease  i n  expor t  volume i s  mainly 
due t o  p r o d u c t i v i t y  i nc reases ,  wi th  t h e  pre-Hurricane F i f i  l e v e l  be ing  
su rpas sed  f o r  t he  f i r s t  t ime i n  1979. I n  s p i t e  of an i n c r e a s i n g  t r e n d  
i n  banana p r i c e s ,  , t h e  value of expor t s  dec l ined  by 5 p e r  c e n t  i n  1981 
a s  a  r e s u l t  of a  f a l l  i n  volume which was caused by bad weather condi- 
t i o n s ,  l a b o r  u n r e s t ,  and t h e  inc idence  of t h e  banana d i s e a s e  "s iga toka ."  
The v a l u e  of banana expor ts  i s  expected t o  i n c r e a s e  by about  8  pe r  c e n t  
i n  1982 a s  a  r e s u l t  of i nc reases  i n  both volume and u n i t  va lue .  

Desp i t e  t h e  f avo rab le  t r end  i n  p r i c e s  ( p a r t l y  r e f l e c t i n g  a n  i m -  
provement i n  the  q u a l i t y  of products  expor ted) ,  wood p expor t s  d e c l i n e d  
by about 4 0  per  cent ,be tween 1977 and 1980 a s  a  r e s u l t  of management 
problems i n  t he  Honduran F o r e s t r y  Corpora t ion  (COHDEFOR), which h a s  a  
monopoly on lumber expor t s ,  a  tendency f o r  raw wood e x p o r t s  t o  be re- 
placed by processed wood manufactures and because of government conser -  
v a t i o n  p o l i c i e s  and increased  domest ic  use ,  mainly f o r  housing cons t ruc -  
t i o n  and f u r n i t u r e  making. I n  1981, t h e  va lue  of wood e x p o r t s  i n c r e a s e d  
by 19 pe r  c e n t  ( s t i l l  below the  1977 expor t  l e v e l )  due t o  an  i n c r e a s e  
of 1 0  p e r  cent  i n  t h e  p r i c e  of wood and an  i n c r e a s e  of 9  p e r  c e n t  i n  t h e  
volume of expor t s .  The va lue  of wood e x p o r t s  i s  expected t o  i n c r e a s e  by 
about 1 4  p e r  cent  i n  1982, i n  s p i t e  of a  d e c l i n e  i n  demand r e s u l t i n g  
from s p e c u l a t i o n  abroad i n  t h e  f i r s t  q u a r t e r  of t h e  y e a r  t h a t  t h e  wood 
was d i seased .  The volume of wood Expor ts  i s  o n l y  expected t o  r e c o v e r  
i t s  1977 level by around 1983 wi th  t h e  opening of t h e  new+savmil ls  i n  
the  Olancho tirea. 

The 1379-80 va lue  of meat e x p o r t s  was about  57 p e r  c e n t  h i g h e r  t h a n  
. i n  1978 owing, i n  p a r t ,  t o  t h e  l a r g e  i n c r e a s e  i n  expor t  volume r e c o r d e d  
i n  t hese  yeh r s  a s  a  r e s u l t  of t he  l i f t i n g  of quo ta s  of beef e x p o r t s  t o  
t h e  United S t a t e s ,  and a n  i n c r e a s e  i n  domest ic  herd s i z e  because of cat- 
t l e  mig ra t ion  from Nicaragua. The d r o p  i n  volume i n  1981 was due m a i n l y  
t o  t he  r educ t ion  i n  t h e  movement of c a t t l e  a c r o s s  t h e  border .  Toge the r  
wi th  the  f a l l  i n  t h e  p r i c e  of mes t ,  income from beef e x p o r t s  f e l l  by 
24 per  cent  l a s t  year .  A d e c l i n e  i n  t h e  volume of meat ,  a s  a  r e s u l t  of 
i n t e r n a l  problems i n  t h e  meat-pzcking i n d u s t r y ,  i s  expec ted  t o  f u r t h e r  
reduce the expor t  va lue  i n  1982. 

The sharp  growth of shrimp and l o b s t e r  e x p o r t s  i n  1979, r e s u l t i n g  
from an i n c r e a s e  of n e a r l y  50 pe r  c e n t  i n  world p r i c e s ,  uss r e v e r s e d  i n  
1980-81 a s  t h e  world p r i c e  dec l ined  by abou t  21  p e r  c e n t .  The volume, 
however, conti,nued t o  i n c r e a s e  t h r ~ u g h  1981 producing  an 8 p e r  c e n t  



i n c r e a s e  i n  t h e  expor t  va lue  over t h e  1979 l e v e l .  New f i s h i n g  e n t e r -  
p r i s e s  have been e s t a b l i s h e d  and Honduras has been allowed t o  o p e r a t e  
i n  t h e  t e r r i t o r i a l  wa te r s  of Colombia. Favorable p r i c e s  a l o n e w i t h  
volume i n c r e a s e s  a r e  expected t o  increase  the  value of t h e s e  e x p o r t s  
i n  1982. 

Other  n o n t r a d i t i o n a l  expor t s ,  which accounted f o r  29 p e r  c e n t  of 
t o t a l  e x p o r t s  i n  1981, c o n s i s t  of products  such a s ' t o b a c c o ,  suga r ,  cot-  
t o n ,  f r u i t s ,  vege tab les ,  and l i g h t  manufactures.  I n  1981, t h e  va lue  of 
sugar  e x p o r t s  increased  by 59 per  cen t  a s  a  r e s u l t  of a  56 p e r  c e n t  i n -  
c r ease  i n  t h e  world p r i c e  of sugar .  In  1982, t h e  f a l l  i n  t h e  p r i c e  of 
sugar  a long  with the  impos i t ion  of t h e  U.S. sugar  quota i s  expected t o  
cu t  the  v a l u e  of sugar  expor t s  by over  o,ne h a l f .  I n  1981, income from 
c o t t o n  e x p o r t s  dec l ined  by 7-112 per  cent  due t o  a  d e c l i n e  i n  volume a s  
a  r e s u l t  of bad weather  cond i t i ons  and a  r e d i r e c t i o n  of p roduc t ion  to- 
ward b a s i c  g r a i n s  a s s o c i a t e d  wi th  an  inc rease  i n  t h e  l a t t e r ' s  suppor t  
p r i c e s .  These t r ends  a r e  expected t o  cont inue t o  decrease  t h e  e x p o r t  
va lue  of c o t t o n  i n  1982. The va lue  of tobacco expor t s  remained v i r t u -  
a l l y  unchanged i n  1981; however, a  d e c l i n e  is  expected i n  1982 due t o  
t h e  inc idence  of d i sease .  The va lue  of o t h e r  n o n t r a d i t i o n a l  e x p o r t s  
such a s  soap and manufactures f e l l  because of weak demand c o n d i t i o n s  i n  
t h e  C e n t r a l  American r e g i o n ,  t h e  major o u t l e t  f o r  t h e s e  expor t s .  These 
cond i t i ons  a r e  not  expected t o  change i n  t he  near  f u t u r e .  

The United S t a t e s  con t inues  t o  be t h e  dominant pu rchase r  of Hon- 
duran expor t s ,  account ing  f o r  54 p e r  cent  of t o t a l  e x p o r t s  i n  1980-81 
( S t a t i s t i c a l  Appendix Table 41 ) .  S ince  1979, however, i t s  s h a r e  has  
dec l ined ,  a s  Europe and o t h e r  Western Hemisphere c o u n t r i e s  i nc reased  
t h e i r  sha re s  by about 1 per  c e n t ,  whereas t h a t  of Japan ga ined  by about  
2  p e r  cent .  Europe and o t h e r  Western Hemisphere c o u n t r i e s  accounted 
f o r  an average of 26 pe r  cen t  and 13 per  c e n t ,  r e s p e c t i v e l y ,  of t o t a l  
expor t s  i n  1980-81. 

c .  Imports 

Between 1977 and 1980, merchandise imports  r e p r e s e n t e d  about  40  p e r  
cent  of GDP, and grew a t  an average annual  r a t e  of about  20 p e r  c e n t .  
This growth r e f l e c t e d  t h e  e f f e c t s  of a  sharp  increase i n  t h e  o i l  import  
b i l l  i n  1979 and 1980, expansionary f i s c a l  p o l i c y ,  and a  s t e a d y  i n c r e a s e  
i n  the  execut ion of t h e  p u b l i c  investment  program. I n  1981, however, 
imports decl ined by 7 per  c e n t ,  f a l l i n g  t o  about  36 pe r  c e n t  of GDP. 
This  d e c l i n e  was a  consequence of a  lower r a t e  of e x e c u t i o n  of t h e  
pub l i c  investment program, a s  w e l l  a s  a  slowdown i n  economic growth. 
Delays i n  obta in ing  f c r e i g n  exchange l a s t  year  may have a l s o  r e s t r a i n e d  
the  flow of imports.  Imports  a r e  no t  expected t o  grow s i g n i f i c a n t l y  i n  
1982 a s  a  r e s u l t  of a  f u r t h e r  s t a g n a t i o n  i n  domest ic  economic a c t i v i t y  
and only ti moderate i n c r e a s e  i n  t h e  p u b l i c  inves tment  program. 



Since  1978, t h e  f a s t e s t  growing com#onent of merchandise imports  
h a s  been i n t e r m e d i a t e  goods, which represented  a n  average of 47 p e r  
c e n t  of t o t a l  imports  i n  1980-81 ( S t a t i s t i c a l  Appendix Table 4 2 ) .  The 
i n c r e a s e  i n  t hese  expenditures  has  been accounted f o r  mainly by l u b r i -  
c a n t s  and f u e l s  and raw m a t e r i a l s  f o r  t h e  manufacturing s e c t o r .  I n  
1981, when t h e  va lue  of t o t a l  imported goods f e l l  by 7 p e r  c e n t ,  t h e  
r a t e  of d e c l i n e  of i n t e rmed ia t e  goods was only 2 per  cen t  mainly on 
account  of f u e l s  .and lub r i can t s .  The l a t t e r  e f f e c t  r e s u l t e d  from t h e  
gene ra l  d e c l i n e  i n  economic a c t i v i t y ,  t e c h n i c a l  problems i n  process ing  
Mexican c rude ,  and a  p r i c ing  d i s p u t e  between t h e  Honduran Government 
and a  f o r e i g n  o i l  company which ope ra t e s  t h e  l o c a l  o i l  r e f i n e r y .  

By c o n t r a s t ,  t h e  share  of consumer goods has  remained r e l a t i v e l y  
s t a b l e ,  a t  around 24 per  cent  of GDP, while  t h a t  of c a p i t a l  goods de- 
c l i ned  from about  33 per  cent  i n  1978 t o  approximately 29 p e r  c e n t  i n  
1980-81, r e f l e c t i n g  mainly t h e  slowdown i n  p u b l i c  investment  i n  1981. 
A s  a  s h a r e  of domest ic  consumption, consumer goods imports  dec l ined  by 
about 2 percentage  po in t s  i n  1981, a s  a  consequence of t h e  Government's 
e f f o r t s  to ,  i n c r e a s e  the  product ion  of b a s i c  g r a i n s  and reduce  food im-  
p o r t s  . 

The United S t a t e s  con t inues  t o  account  f o r  t h e  major s h a r e  of 
Honduras' impor ts ,  o r  about 41 pe r  c e n t  i n  1980-81 ( S t a t i s t i c a l  Appen- 
d ix  Table 43).  A s  i n  t h e  cese  of e x p o r t s ,  however, i t s  s h a r e  h a s  de- 
c l i n e d  s i n c e  1979, a s  Japan and Europe inc reased  t h e i r  s h a r e s  by a n  
average of about  1 p e r  cent  each. Other  Western Hemisphere c o u n t r i e s ,  
mainly t h o s e  i n  t h e  Cen t r a l  American Common Market,  account  f o r  about  
one t h i r d  of t o t a l  imports ,  wh i l e  European c o u n t r i e s  account  f o r  about  
1 5  per  cen t .  The Japanese supply  most of t h e  remainder.  

Honduras has  t r a d i t i o n a l l y  been a  n e t  impor t e r  of goods w i t h i n  
t h e  Central American r e g i o n  ( S t a t i s t i c a l  Appendix Tsble  4 4 ) .  Except 
f o r  1980, t h i s  d e f i c i t  p o s i t i o n  h a s  tended t o  widen s i n c e  1977, w i t h  
t h e  t r a d e  d e f i c i t  i n  1981 being a lmost  doub le  t h a t  of 1977. The t r a d e  
d e f i c i t  w l t h  Cen t r a l  America r o s e  s h a r p l y  i n  1981 a s  a  r e s u l t  of b o t h  
a  dec l ine  i n  Honduras' compe t i t i ve  p o s i t i o n  vis-a-vis  Costa  Rtca  f o l -  
lowing the currency  ad jus tments  i n  t h a t  coun t ry ,  a s  w e l l  a s  a  d e c l i n e  
i n  goods expor ted  t o  Guatemala and Nicaragua owing t o  t h e  weak demand 
cond i t i ons  i n  t h e s e  c o u n t r i e s .  Regional  impor ts  i nc reased  from abou t  
1 0  per cent  t o  12-1/2 per  c e n t  of t o t a l  impor ts  i n  1981, whi le  e x p o r t s  
decl ined from about  1 0  p e r  c e n t  t o  8-1/2 p e r  c e n t  of t o t a l  e x p o r t s  i n  
t h e  same yea r -  

d. Net s e r v i c e s  and t r a n s f e r s  

Bemeen 1977 and 1980, t h e  d e f i c i t  of n e t  s e r v i c e s  and t r a n s f e r s  
increased  from US$60 m i l l i o n  t o  USS124 m i l l i o n ,  o r  from t h e  e q u i v a l e n t  
of 4  per  cent  of GDP t o  5 p e r  c e n t .  Net f a c t o r  payments abroad accounted  
f o r  most of t h i s  i n c r e a s e ,  w i t h  o t h e r  s e r v i c e s  and t r a n s f e r s  r ema in ing  
l a r g e l y  unchanged a t  about 1 p e r  c e n t  of GDP. The l a r g e  r i s e  i n  n e t  
f a c t o r  ~riynients i s  a t t r i b u t a b l e  t o  i n c r e a s e s  i n  p r o f i t  r e m i t t a n c e s  and 



i n t e r e s t  payments abroad. The former category increased a t ,  an average 
annual  r a t e  of 26 pe r  cen t  dur ing  1978-80 a s  a  r e s u l t  of t h e  rowth of 
income g e n e r a t e d  from banana expor t s ,  a  l a r g e  share  o f - w h i c h  !+ s repa- 
t r i a t e d  by t h e  fo re ign  companies t h a t  market Honduras' banana expor t  
t r ade .  Dur ing  t h i s  same time pe r iod ,  ne t  i n t e r e s t  payments i nc reased  
a t  a n  ave rage  annual r a t e  of about  37 per  cent  due t o . a n  expansion i n  
e x t e r n a l  i ndeb tedness ,  an i n c r e a s e  i n  average i n t e r e s t  r a t e s  on t h e  
ou t s t and ing  e x t e r n a l  deb t ,  and a reduct ion  i n  earn ings  on o f f i c i a l  fo r -  
e i g n  r e s e r v e s  i n  1980. T rans fe r s  (mainly o f f i c i a l )  i nc reased  by 15 per  
c e n t  from 1977 t o  1980 w i t h  t h e  r a t e  of growth d e c e l e r a t i n g  over  t h e  
per iod .  

I n  1981 the  d e f i c i t  on n e t  s e r v i c e s  and t r a n s f e r s  was reduced 
mainly because o f , a  d e c l i n e  i n  r emi t t ances  of p r o f i t s  abroad a s soc i -  
a ted  wi th  t h e  f a l l  i n  banana expor t  income. I n  a d d i t i o n ,  t r a n s f e r  
r e c e i p t s  i nc reased  by 28 per  c e n t  and the  d e f i c i t  i n  t r a v e l  was reduced 
t o  almost z e r o  a s  a  r e s u l t  of a  drop i n  t o u r i s t  expend i tu re s  abroad 
probably r e l a t e d  t o  t h e  weak economic s i t u a t i o n  of t h e  count ry .  Net 
i n t e r e s t  payments cont inued t o  i n c r e a s e  i n  l i n e  w i t h  a  f u r t h e r  growth 
i n  e x t e r n a l  debt  and a  d e c l i n e  i n  g r c s s  i n t e r n a t i o n a l  r e s e r v e s  of t h e  
Cent ra l  Bank. 

3. C a p i t a l  movements 

A f t e r  dec l in ing  from 12 p e r  c e n t  of GDP i n  1977 t o  1 0  p e r  c e n t  i n  
1978, ne t  c a p i t a l  i n f lows  remained r e l a t i v e l y  s t a b l e  a t  around 1 0  per  
cent  during 1979-80. Net in f lows  r o s e  by about  1 7  p e r  c e n t  i n  1980, 
mainly a s  a  r e s u l t  of o f f i c i a l  f o r e i g n  f i n a n c i n g  a s s o c i a t e d  wi th  a n  
a c c e l e r a t i o n  i n  p u b l i c  s e c t o r  c a p i t a l  expendi ture  and an  i n c r e a s e  i n  
new. loans  con t r ac t ed  by t h e  p r i v a t e  s e c t o r  w i th  o f f i c i a l  gua ran tee .  
However, t h i s  i n c r e a s e  was p a r t l y  o f f s e t  by a  d e c l i n e  i n  t h e  n e t  u se  
of fo re ign  funds by t h e  domest ic  banking system a s  exp la ined  i n  
Sec t ion  I V  above* 

I n  1981 ne t  c a p i t a l  in f lows  dec l ined  t o  6 p e r  c e n t  of GDP. For 
the  f i r s t  t i n e  s i n c e  1977, n e t  c a p i t a l  ou t f lows  occurred  from t h e  f i -  
nanc ia l  s e c t o r -  This  outcome r e f l e c t e d  a  f u r t h e r  c u r t a i l m e n t  of fo r -  
e ign  l i n e s  of c r e d i t  and t h e  a b r u p t  repayment of bo th  medium- and s h o r t -  
term l i a b i l i t i e s  ss a  r e s u l t  of t h e  adve r se  e x t e r n a l  r e a c t i o n s  t o  t h e  
u n s e t t l e d  p o l i t i c a l  s i t u a t i o n  i n  t h e  r eg ion  and t h e  d e t e r i o r a t i o n  of 
the  f i n a n c i a l  p o s i t i o n  of Honduras. The C e n t r a l  Ban! a l s o  had l e s s  re -  
course t o  fore ign  long-term borrowing a s  i t  was o n l y  a b l e  t o  u s e  l e s s  
than ha l f  of the  Mexican-Venezuelan r e g i o n a l  o i l  f a c i l i t y ,  i n  p a r t ,  
because of a  p r i c i n g  d i s p u t e  between t h e  Honduran Government and a  f o r -  
eign o i l  company, ~ h i c h  o p e r a t e s  t h e  l o c a l  o i l  r e f i n e r y ,  and i n  p a r t  
because of t echn ica l  problems i n  p roces s ing  Mexican crude .  Also ,  a s  a  
consequence of thc c u r t a i l m e n t  of f o r e i g n  l i n e s  of c r e d i t ,  n e t  p r i v a t e  
nonf inancia l  s e c t o r  i n f l o w s  f e l l  from 3-1/2  per  c e n t  cf  GDP i n  1980 t o  
1 per  cent  l a s t  y e a r ,  which was r e f l e c t e d  p r i m a r i l y  i n  a  d e c l i n e  i n  



medium- a n d  long-term loans outstanding., l /  Although c e n t r a l  government 
inf lows d e c l i n e d ,  t o t a l  ne t  long-term borrowing of t h e  p u b l i c  s e c t o r  
remained at about 6  per cent  of GDP i n  1980-81. 

E x t e r n a l  pub l i c  debt 

Between 1977 and 1981 the  outs tanding  e x t e r n a l  p u b l i c  and p u b l i c l y  
guaranteed  debt increased  from USS0.5 b i l l i o n  t o  USS1.3 b i l l i o n ,  o r  
from 35 p e r  cent  of GDP t o  48 p e r  cent  of GDP (Table 13). Pre l iminary  
e s t i m a t e s  po in t  t o  a l e v e l  of about USS1.5 b i l l i o n  a t  t h e  end of 1982. 
Although t h e  r e l a t i v e  s i z e  of Honduras' e x t e r n a l  debt  i s  l a r g e ,  i t  i s  
impor tan t  t o  note  t h a t  about t h r e e  f o u r t h s  of t h e  ou t s t and ing  debt  has  
been d i s b u r s e d  by i n t e r n a t i o n a l  o rgan iza t ions  and governments, most ly 
on concess ionary  terms. The inc rease  i n  t he  debt  i s  mainly a  r e f l e c t i o n  
of the  l a r g e  sha re  of the  pub l i c  investment program t h a t  i s  f o r e i g n  f i -  
nanced, b u t  i t  a l s o  r e f l e c t s  an i n c r e a s e  i n  t h e  e x t e r n a l  f i nanc ing  of 
the Na t iona l  Investment Corporat ion (CONADI) both d i r e c t l y  and i n d i r -  ~ 

e c t l y  i n  t h e  form of p r i v a t e  debt  wi th  p u b l i c  guarantee .  A s  a  r e s u l t  
of both t h e  r i s e  i n  t he  e x t e r n a l  p u b l i c  debt ou t s t and ing  and t h e  aver-  
age r a t e  of i n t e r e s t ,  debt s e r v i c e  payments have inc reased  s t e a d i l y  from 
8  per  c e n t  of t o t a l  expe r t s  of goods and s e r v i c e s  i n  1977 t o  16  p e r  c e n t  
i n  1981. 

. . ~ o n d u r a s '  e x t e r n a l  p u b l i c  debt  con t r ac t ed  rose  by about  USS5OO m i l -  
l i o n  i n  1980 and by about USS200 m i l l i o n  du r ing  t h e  f i r s t  e i g h t  months 
of 1981 ( S t a t i s t i c a l  Appendix Table 4 6 ) .  P r i v a t e  f i n a n c i a l  i n s t i t u t i o n s ,  
i n t e r n a t i o n a l  o r g a n i z a t i o n s ,  and governments each accounted f o r  about  
one t h i r d  of t he  e x t e r n a l  debt  con t r ac t ed  i n  1981, w i t h  only  2 p e r  c e n t  
of the  new loans  being committed wi th  s u p p l i e r s '  c r e d i t s .  Also t h e r e  
was a  d e t e r i o r a t i o n  i n  t h e  t e r n  s t r u c t u r e  of new commitments (which 
had been improving s i n c e  1978) w i t h  t h e  average  m a t u r i t y  of t h e  l o a n s  
dec l in ing  from 24 yea r s  t o  1 9  y e a r s  and t h e  average  i n t e r e s t  r a t e  i n -  
c r eas ing  from 7 per  cent  t o  10 pe r  c e n t .  

11 The e s t i m a t e s  f o r  1981 i n c l u d e  repayments  of p r i n c i p a l  on p r i v a t e  
s e c t o r  debt w i th  p u b l i c  gua ran tee  amounting t o  USS15.7 m i l l i o n  which 
were i n  a r r e a r s -  
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Table  13. Honduras: Ex te rna l  Publ ic  Debt 

Prel . 
1977 1978 1979 1980 1981  

( I n  m i l l i o n s  of U.S. d o l l a r s )  

Outstanding deb t  a t  t h e  end . , 

of t h e  y e a r  541.0 685.7 854.8 
Nonfinancia l  p u b l i c  s e c t o r  376.1 480.2 586.1 

Cen t ra l  ~ o v e r n m e n t  (264.9) (344.9) (414.6) 
-Rest of - p u b l i c  sect0 . r  (111.2) (135.3) (171 -5) 

Pub l ic  f i n a n c i a l  i n s t i t u t i o n s  12~6.9 156. 2 193.1 
Cen t ra l  ~ a n k '  (74.1) (88.8) (121.7) 
Other of f i c i a l  banks . (52.8) (67.4) (71.4) 

p r i v a t e  deb t  wi th  p u b l i c  
g p r a n t , e e  3 L  0  49.3 75.6 

Amortization 

Debt s e r v i c e  payments 
l n t e r e s t  payments 

New loans  .&ntracted 248.1 195.6 357.0 - 5&,3 - 199.9 
- -. 

( u n i t s  a s  i n d i c a t e d )  

Average terms of new l o a n s  
contracted 

I n t e r e s t  r -a te  ( p e r  c e n t )  4.2 7.7 7.7 6- 9  9.7 
Matur i ty  (years )  28.7 16.1 20.8 24.1 18.9 
Grace period ( y e a r s )  7.8 5.5 6.0 6. 5 5.7 
Grant element (per  c e n t )  47.1 16.1 22.3 26.5 12.1 

( R a t i o s  i n  per cent) 

Outstanding p u b l i c  deb t  /GDP 35.0 37.9 39.7 43.5 47.8 
Net drawings/GDP 8.0 8.1 8.0 10. 2 7.6 
Debt s e r v i c e / e x p o r t s  of goods 

and s e r v i c e s  8.4 9.4 11.7 12.7. 16.0 
I n t e r e s t  payments/outstanding 

publ ic  debt ( a t  midyear):/ 5.2 5.4 5.8 60 6 6.7 

Sources: S t a t - i s t i c a l  Appendix Tab les  45 and 46. 

Public and p u b l i c l y  guaran teed  w i t h  m a t u r i t y  of one y e a r  and o v e r ,  
table i n  l o c a l  and f o r e i g n  cur rency .  

Excludes USS20.5 m i l l i o n  c o n t r a c t e d  i n  r e f i n a n c i n g  o p e r a t i o n s .  
Adjusted upward by USS17.7 m i l l i o n  f o r  d e f a u l t s  of t h e  p r i v a t e  s e c t o r  

with pub l lc  g u a r a n t e e  (USS15.7 m i l l i o n ) ,  CONADI (USS1.8 m i l l i o n )  and 
the  por t  (US $0.2 m i l  l i o n ) .  

. 41 Est inated by t h e  a r i t h m e t i c  mean o f  the o u t S t s n d i n g  s t o c k s  of t h e  cur-  
reKt and  revl lo us y e a r s .  



1.11 t n c ~  tax 
(Impuert> sobre 1. 
rentn! 
Decree 25, 1?/20/63: 
Decree 237, 12/9hS: 
Decrea 121, 12/31/31 

A tax levied on Inc* derived i'm 
c a p i t a l  : i n c l u l l e ~  cap i ta l  yains!, 
labor, s r  e cwblnabim 31' h3t!r. h r  
res1den:r a l l  i n e m  1s cmputed evra 
ir i t a  source i s  auts ide :he PstrnLrn. 
Rr nonrcsldanrs anlv i.rcam ~i 
qsndurmh ar iqin le  tuM. 

A 1 1  indlvldualr nr~d 1e.lol er.tities, 
natlonal or  Pomign, es t s t ea  in  
sdfntnirtratian, and D m p r t y  s d d n i s -  
:emd in l r u s t  us aublect 1s the t a r .  

The year of  arsessmnt is .he accounting 
year  md enpmlm a m  ~ q u i r a t l  t o  f i l e  
an annual t w  return within three m . h r  
and pay tax*e within nix onnths of  the  end 
~f the i r  f i r co l  year, Internat mf raLe 
~f 1) A r  cent i n  cherqed upln unpal3 t ax  
JP .ha firs: three ~mnl!ls a?d a ainqle  
ansun; y r  13 per $enL :.:~creaiter. 

1.12 Special  tax on petrolcut. A tax an tne net p m f i t s  o r  enterprises 
en te rpr i res  engaged in exp1~ttr:ian s f  p t n l e u n  
mcree  171, 10/16/57: 
N c m e  b, 10/25/62 

.Wemat a r e  :he 850t8, di8:rlc;a and munici- 
m a c r o  rscagni*ed uelhre tnstitu:lana, 
th Church, d l p l 3 m t i a  m d  cons~l la r  reore-  
rantat ives,  and nonprofit o r ~ a n i z a t l o n s .  

mduc:ianr 
CrMpsniert, , i l )  n a m f  b?rineas cxpenrcs 

!includlnr! U e ~ ? e c I s : l ~  and maintenance . - .  
ice !r3 :- I:V -';=A, :v-ersr t  paymnts, 
dividend# t o  ml iden t r ,  taxes, and s o c i a l  
s e m r k r  quotart :2) cap i to l  losses  clm 
not deductible f r m  3rdinsry inc.ma, but  
m y  k used l o  l f f a e t  c a p i t a l  gains I n  the  
current  year. There i e  m 'aenera l  p r w i -  
s ion f o r  loam carr ied fowordt  (3 )  spec ia l  
deduetionr f o r  e e o n a i c  Incentives and 
s ~ c l a l  c c t i v i t i e r .  Enterprjrer  c l a s r i f i e d  
ra  basic under tha Industr ia l  Incent ives 
l a w  my cbtain the f o l l ~ v i n o  deduction#: 
accelerated d e p n c i a t i o ~ ,  an i n l t l a l  dr-  
duction of 26 par cent r f  the coat  s f  new 
aaaetr ,  m d  c ~ p i t s l  losacla inc-*red i n  a 
spec i r l c  period. 

Indlvidluls  a n  y a l t e d  a r r e d i t  ar,riant 
~ l r e l r  tax l l r b i l i l y  a f  L 1 ;0 (self:;  L l0 
( $ p u s s )  and L ?O h r  a the r  dependestn, 

Bxpenaua mde  durln- :.lo expiorb .is* 
*rial cay be deducted l n  20 annuai and 
successive quotan fixed by che Wnin t ry  
of -3ntural BsJurces;  2 i per  cent  a? sne 
gmas  value ~f annual crude pelrs leuu 
pduc: ion icr ded~rct ible  a8 d a p l e u l ~ n  1 1 0  
5 s  a .mxinum l iml .  ~f 0 per nenc 3.' l e y  
pr>fj: f ~ r  I:le ?nr~.d. .(el ;3urres. can 
t 4  1cluc;cd uiL!rifi .en ;*enrs J?S ca1.ric1 
'.)-.pard. 

.01 ts 5.v -- 
;,000.01::, I 0 , . 4 ,  .. - - 

I , .  3 :2,m - - 
'J,LX.3. .r i6.m . . . 
0 1  . 100,000 1:. - - 

106,360.01 Lo m,wo 21 10 
.?90,00.01 :o W,dO(, 27 10 
:m,000.01 :a 1,000,000 111 1 i I C 

1,006,000.01 and sb lve  'W 1 '. U 

I 

The d i r t r i b u t i o n  of  emrnin$a by corpurr t ianr  
11s taxed a s  foLlwat  

:he .a*al Incame lax paid 3r: ne'. p n f l t s  plus 
r e r e a m  raLe and r>ya l r i en  must elra!ra be 
equal 13 i0 per cent  J* sa id  prDP1lr;. 
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Tsr Fatwe of Tax Deductions aad kemptions Rates 

2. Social amu1tJ  contributions 
2.1 Sacla1 lnmmnce tax A tax emr ing  persons vlth p e m e n t  -lop 

Duree 140. 5/19f$9 ment. c-inu all uuhlic sector eimlweee 
and private 6rkera'vha m* far  fi;aa- vlth 
f i r e  or mre  employees: dwcstic newice aml 
qqricultnral =*ern are ~1~1luded. A t  present 
the pn t .n  covers Tegucignlpa and Smn Rdm 
hlla. 

2.2 Soclrrl ~ w * ~ r i i ~  t.nw*n nn A t . u  on mqtlnyrr* who ram ralartes nnd x y e s  
certain sl)Jnr!e~ hrrm +.he l4tnlst.v nf .Ttlnt,ice and haa the 
(G~ridi BGiZ) E~ectr ic  Carnmnr~icat,ionrr ~qenc).. 

*C!rw! 11$,  3/5/h)l 

2.3 n ~ c m p l ~ y c s  rc:.i rencn . : 3.f A carering a l l  public q laycen.  
7 ruiiilacionrs y ~ensi31cs de  
emplear13s pGhltr3s) 
Derree 1?3. 7/7/71 

3. Taxes m propem 
3.1 Real estate tares 

3.11 Red er ta te  tax A tar on the total mlue of aar real 
W r e e  5. 2/20/58 estate recorded in the n m s  of in- 

dirl&~alw or mt.rrpriaan pdd hy the 
m e r .  

3.1% p r  on mmfl t . i~ t t r l  A tnx on the fleclnretl vnlr~e of tm- 
idle 1md c i~ l t l on td  land. an determined by 

Decree 2 .  9/26/62 the Ilntionnl Agrarian Innt lh~te ,  
pwahle by the m e r .  

3.2 Wet wealth tar  
3.21 T a t  on net w a l t h  A tax on the net wrth of p ~ e p ~ m  

of business enter- held by industriel and con6ercial 
prlses. La of enterprlree. 
19b-25. mended 
l a s t  by law of 
A w n t  1933 

10 per cent af the innured person's 
salnry of vhich: 

2.5 per cent pald t~ the rmplcyce 
5.0 per cent p l d  by the emplayer 
2.5 per cent. mid by t.he Stab.e. 

Telet?nph hm Shop - 2 per rcnt on 
snlarler 
Hnistrg of Justlee eaplqees - 1 per 
cent an salarles 
Telegraph rmplojees - 1 per cent an 
nalariea. 

6.5 per cent paid by the cslployee 
7.0 per cent puid by the State. 

Real estate belangitg to C a r e m t ;  owner- Slngle rate af 1.5 per thousand af the 
accllpied Mae# &en tk vnlue dam not ax- annesnad vnlue of Lwd and buildinqs. 
c a d  L 20,000; and in general aqv real en- 
t.ate .hoar value dens not exceed L 1,000. 

&ale of propartianal -1 rntes that 
incrense an the h e r  of idle yews in- 
CWMCll: 

Y x  Rate in per cent 
1s t  3 
2nd 8 
3rd 15 
lrth 25 
5th and e b m  40 

Retea rar). according t a  the pmperty relue, 
gredaating fraa 0 . e  per cent bstveen L 1,001 
cad L 5,000 ad 0.15 per cent wet 1 50,001. $ 

$i 
Y 
Y 
Y 
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Tnx Rat.11re of Tmx Deductions and Rrcsptiona - Raten 

11.2'1 T R ~  on conmm+.inl a?  A t.*x on prrvhictn refined or trnnnfomed In A 1 1  pet.mlnrm nubprod18ct,s fnr  crpart,s: and Rat.?- in  lempiran pe 
no+.rnlmlm mltrpMr~et.n t.hc emintry for l o c d  ennnmpt,inn m i d  hy inrlivldualn, enterprises, and orqaniznt.lona Airplane aaaoline 

(1mrent,o d r  conmmm t.he pmwhicern md importern. vhieh haw been p a n t e d  a coacesaioa by the R d m  gsaoline 
U.3. w 

nahr- lorn prarltict,an rmrrancnt . 0.396 
Regular gasoline 

derivndnn dcl  p t t d l m )  0.393 

d 
Keronene and .jet fuel  0. ib2 

Decree 121, 10/21 67: Cns. o i l .  dlesel  o i l ,  
m a r  351. 5/11/ m a  other s ~ i a r  o i l s  

ror  t m s p o r t a t i o n  0.067 
ror  other use8 0.011 
Osa propane, butane, etc. 0.107 
Rtrolcrna Bunker "C" 0 . 0 7  

h.25 Tax an m q n r  A 'ax on the pmduction nnd hpor ta t ion  of 1 1.50 fo r  each 100 palade. 
(Iqnicnto sobre l a  m w r  paid by producers and hpnr te r s .  
pmducci6n y c o n m  

R E ~ C R ~ )  
borrea 3. 2/26 58: 
Deer-* XR,  3A9/60 

b.26 Tqr nn c a r h o ~ t c r l  aofi. A t . ~  on the pmduction and lmportrtlan of 
drtnk* carbonated aoft drinka pnid by the pmducer 

(Imprwnt.o rohrn l a  o r  importer. 
prnrh~ccibn de q 1 n n  
gsseoann) 
Decree 8, 8/31/65; 
krree 173. 12/20/79 

b.27 Tux on aatehes A t,sx an the praductian and lqmr tn t ioa  of 
( ~ i e s t o  sobre l a  matches pdd by the pmdueer o r  i.lparter. 
pradaeci6n 7 con- 
do fbmforce) 

Decree 138, 16/26/69 

Includes t u e n  on foremtu pmchrcta: Fational 
Yerchnnt brine: radio-cablee; inmrance pre- 
miarnn: awl incorporatian of induntrial nnd 
ccsmcrciel e n t . e ~ r 1 l e s .  

S.3 .9el+ct.4 -rclr-r on rcr4eer 
L.  31 Tru nn p lh l l e  nhnra A tu on t,he ralue of the rd.icrion t i cke t  S b m  for  chari table  o r  welfare pupasee. 

f I m ~ e s t o  nnbre a m -  mid 8~ the purchaser. .~ 7 

t M a m  pdblicas 1 
Dearee 2@, 3/29/60 

4 . 2  tat an l o t t e r y  p r i r e r  A tax en l a t l a d l  Welfarm l a t t e v  pr loes 
(lbpuemto robla praiw of are tlura L 5m. 
a e  i o t e r f a )  
aeerw 3. a/Pb/!B 

L 0.02 fo r  erwh 12 nuia ounces. 

L 0 . a  per  b m  of rewar matehee 
L 0.W per box of m e d  mstcbes. 

Vari ma. 

1 0  per cent. 

M s e a  of L 500 to L1,CQO - 2 par  eent 
M o m  a t  L 1.m to L 10,000 - per 
emt  
mew ot mre than L l d r W  - 6 per  cent. 



Honduras: aunnalrr 9f the ,'ax SvsLew., April 1932 (c~ntinlled 
\. 

! A l l  amunts in lempiras! 

?UI Katura a? TBt Dmhctiana and lkaaptiena Rates 

h.33 h r  m airplane t u c n  A ta r  on alrllno t.icketa paid by airline*. T4eLet.s bmrqht by gapcmment afflclala snd 2.5 per cent an dmneatic fllghta and 
( m c n t n  mabrr, t.t%na- diglafat* and l a t e n u t i d  arganizatians. 5 per cent an lntemrtianal nlehta. 

~ n r ~ . r .  n4rm El -  mnaleram ) 
t h e w  8, 8/31/65 

h.b Bl~inrran MU profe8aional 
l i e s n n . l  
h.ul Rofenrlanll llcennc A tax levied an persons licensed to  

t.ar practice a profession 

4.5 &tar vehicle taxes 
b.51 TIU an the r ea i a tn -  A tax an Datar vehicles. mtamclea.  and Vebiclea a? the ( l a r e m n t  and a? tbe 

' tinn of mto r  motarlsed bicycles paid.by the &mar; diplcaetic and consular serrice. 
vahlcler 
Ma 33, 8/23/58 

h.52 hr on d ,o r l r ed  A tu an matarlzd vehicles +d by the 
vch~clcs amer. 

(1mpuent.o de vchfc~~lot~ 
nntorirdoa ) 

N r r e  2m. 3/3/60 

Vehicles af the Damnmnt. d i p l m t i c ,  
snd cenaular serrice. 

4.53 Tax en sale af n w  A tar on the sale pAce af new sutambilea Rtrea and certain m e  af track*. 
w t d i l e a  paid by the aeller. 

(Bpueata sobre 18 
wnta de autadvllea 
maras 1 
~ c c r w  3, 2/26 58: 
mree 66, 12 / 22/59 

Anmnl registratfan: motor vehiclea 
L 10.00, m a t o ~ c l e s  L 3.00, wtorl-s!  
bicyclem L 2.m. Annual license plates: 
laatar vehicles L 6.00, aatarcycles 
L 3.00, bicycles L 2.50. Annual matar 
vehicle inspctiaaa and &inr examlna- 
tiana L 9.00. 

Kew autamahllea L 150 
A~~tannbilee a? one pear of uae L 120 
A11t.amhi1em a? tw years af use I. 100 
Autanmbilea af three yeare of use L 00 
Aatcaobilea af four yews of use L 60 
Auutasabiles af floa ar mom years 
af oaa 4 50- 

Buses, tmcka, jecpa, texi cabs. 
end mutarcycler p u  Dalg 30 per cent 
a t  tbe taxes specifled above. 

Value a? wtarsabile T ~ X  n t e  
t o  10 per cent 

Z r e  L2'E.a 20 per cent 
~ e e p s  pickmr 5 per c m t  



-s on international tnd& 
t m z n -  

5'1 TRb%S?3iea  on imaortr 

5.12 Consular fees on 
impart B 

(~lmhres eoneulvcs) 
k r e e  78, 3/30 20; 
oecree 69, 5/6/12 

5.7 M o r t  t u e s  
5.21 &part. dutlea 

f Derechon m c e l a r l o s  
erpartaci6n) 

Decree 97?, 12/26/73 

Honduras a i n t s l n n  a dmble c o l m  tariff 
achedule hnred on the Bruseels naarncla- 
t w e  *th bporta  &jet t o  e 1 t . h ~  a 
mpeclfic daty or nn ad vnloran duty. b- 
pnrl.er8 pqv t.hr 6ut.j on the rn111e f.0.b. 
In 11.S. dollnrn or importeed uo00n. nnd 
veluht. or mltrrsr? In t.he erne of rpcciflc 
nt.er. 1-n fran Centrnl Amerlcar 
emtntrlen 4 t h  which HanOw-ae has a- 
tended bilat.eral appment are not mb- 
drct t.0 duty. There ifi n "enern1 nitrchnrre 
ell1.v npplirnhle ncrpsr '.he h~nrd .  

A fee bared en the ralue f.a.b. i n  U.8. dal- 
lara of isrpartcd gosds patd b the inporter. 

A m~reltnr~c an curt .m~ taren mid hp the 
import.era. 

A tu on the apar t  af certain damstic  
pmducts, such es lircrtock, eesfodl, 
coffee, h i t s ,  an0 b-I W d  by the 
apartem. 

are goo86 Imported by the rmemment, or 
under gwrrnwnt emcession, or  under the Ia 
O r  Industrinl Incentives. Snemnlrd frpr the 
~ ~ ~ r r l ~ n r y *  *re merllrinc-. . i l l  ~ n . 1  hsrl.- y i n p l e -  

wm*flc =ten are  appliad t o  food -rodvlc.r.. rn.. 
nnlerisls, a*lrl al.her imnJr..s: .liile nd vc: 3re.n 
ro:.cr: ore nil IeA .6 ie.rol.-:, lux~trv rrrbici :. 
rat-Ill *?err nn4 '.rrtnnpprt, :.a..r?rinl nnd srt!;ip.ten: . 

11- s : ~ ~ c l T I -  r l l ~ s  V R ~ .  I?c:.ileel * ^ I I I I ~ ? : I ~ I  7 C  '0.31 
rrcr AI?. nf nnne 1 . y ~ ~  ol' pnpers 1.3 n mnrln8r:r ,? 
A ,  
I .!Yl w r  ky. OT s3ne .:men o? Tins nl~nlit!, '.ewt.iles. 
the mnxlrnltm ad vnlarem rn1.e is ')O per cent. (arms, 
nmntlnltions, Illwury coodn, e;.r.' 'nd t,he minim~tm i s  
2 w r  cent (fert.ili-erg, rrn:.urnl pli3sphgl.es, m i n -  
ernln, conl, etc. I.  PJr er:nrple, the nd .lalnrem 
dut..! on nutonobilee i s  l ' i  pcr cent.. nnd 3 n  7 3e .s 

.?re...- i s  a 10 per ce7L surcharqe based 3n t h e  c.1.;. 
value of a l l  imports. A reduced 5 oer cenl surchar.:e 
is applicable ror medicines, raw mter la l s  and aemi- 
pmrerserl import a. 

I 

8 per cent an f.0.b. value. 

Goodr incli~ded in preferential or cunt.m 12 per cent of cantans taxes t o  vhich 
llherrllcntlon t rc r t i e s  or that a r e  i ree the u&n a re  mhdeet.. 
of tnx coneeaeion, or off icial  dispcnna- 
tion. 

are instant coffee, coffee essences, Ad valorem and spcciflc m t e s  tha t  
a pmducts containiag coffee. according t o  the pmduct. The n t e e  far 

the m a t  w r t a n t  proauctr we: 

Rate 
11.m 

(40 lb. h a :  

&tibe Ad a- Value up t a  L lW.0, 

(M U1e b.s) 10 p& eent. 
Value -8 L betam 110.0. 15 L 1 W . a  p.r 

cent. 
Value of L 120.Ol an8 

.bare, 20 per eent. 

m d  and wine " 
Silver  md geld " 

b per  cant 
" 5 per  cent 



Ilondwas: SIMUMCV of the Tar Svstfm. flav. 1418 (continuedl 

(AII -ts is ~ = m i n s \  

--- 
hx latnrc of Tu batuetlms nnd Ercqtlana Rates 

6. other t.ues 
6.1-tw." ?6ki@m *per# wd 

.:at:lc L .'ID per  nend 
8 . ~ 9 ~  , 0.:) '- ner p~und 
r Ft~.:refiaive nnrr,lnnl rates nrc~rdln;. t:, z3e 

-.. . a,rt orice 3 C  R I U ~ R ~ .  

O:.ller crlr'Jrln nr? s~~h;ec:. .s n sanernl  rn le  
3 , '  1 y"?r TC.3 .. 

Certain ~ a i n t r a t i v e ,  ~udieinl, and aun- WE, anaarinla, m d  proceedings of mnici- Ratee differ wi th  the nature nnd m t  
cantile acts, eontmcts, nod dbneanta arc palities end gmmscnt  offices) receipts of operation ham L 0.50 to  L 5.00 In 
mbjset t a  taxes by the principals t o  the ha indiddualr ta public omces ;  memrida the cast of the etamp tax and from 
transaction. i n  criainnl mt te rs  in eertniu cases: certain L 0.10 r sheet to  L 0.50 e sheet in the 

Ladidbual Md collaetiw l labr contrscte: case of stomped paper. 
private docmoots net excecding 1 10, etc. 

A tax on the depletion of nstianal do ing  
rOsmlrcee. 

1. Taxer on 
&n+,ntr t r r r s  A tu on the total d v m  of each r d  estate 
m s  holdiag in the Federal Mstriet pald by the Omerr daduct the f l r r t  L 1 5 . m  of 

Decree 370 8/30/76 m e ? .  d u e  of e r h  holding. 

1.12. %u 0s Udmmrsd A tax ca tbr  total value of u n i q d  
tvbna loto l d r  paid 8 y  the met. 

2, Paxcs 90 a d s  nnd serrieer 
8.1 MOT. p h i c l e  taxes 

2.11 b d c l @  license A tar on vehicle llcease plrtes paid 
olates for  rehielea by the armera. 

Crons a l e e  Value 
Upto 1 
L i m , & m ~ ~ Y ' 5 m , O o  

w 
7% 

1 500,000 to L 1 mlllion I d  
L 1 nillion to L 10 d l l l o n  15* 
L 10 mlllian and above 20!4 

0 . 5  percent.  

1 per cent. 

Vehicle 
w e  
&torcycles 
Cawieges 
E u t l  
Privnte autawbiles 
Autambilea ?or hire 
Tn~ckn, bunes, md henT 
autaabbile vehicles 

Tax In 

w 
10.00 
5.60 

1 0 . 0  
15.00 
20.60 



Kat.iue of 'Plrr Deductions and Cfcnrptions Rates --- Tnx 

7. T u e r  on harln-o* A tax In +.he V ~ d e r n l  Mnt r l r t ,  an ant,er- h t . a rp r i aa r  v i t h  MIC- S p e d  f i e  
h c r - e  370. t?/jo/7c, primer engaRen in  cnmmrce, Inh~s txy .  t i on  .We# o r  Tncrsu 

mlninq, aqm-lnduntry, fores t ry .  construc- UP t o  ? e r n  

t.lan, bmklnq, flnance, and lnmmnco. L 5.600.m ten L 16,000 L 2.5 
L 10,000.0l t o  L 25,600 L 5.0 
L 25.m.m t o  L 5 0 . m  L 12.5 
L 50,OCX).Ol t o  L 75,600 L 25.0 
L 75,666.01 t o  L 100,000 L 37.5 

L 100,CIOD.m t a  L 300,0db L 50.0 
L 300,MY).n t 0  1 500,000 L 150.0 
L 500,W.@l t o  L 1.rn.m L 250.0 

L l,OM),O(X).0l t o  L 2,600,b06 L 500.0 
L 2.000.006.01 t o  L 3 , m , m  L 1,m.o 
L ,MO,OOO.Ol t o  L h,rn,b(X) 11,500.0 
L 2.000 OOO m md abm 1 2  m . 0  

( & i h  m t e s  a w l y  f o r  pael dlls, bars ,  
g a ~  s te t ione,  hote le  end rertaurantm. 

A tar In the Pdeml Dis t r i c t  on resldsatm 
hrrmd on 1 m a ~  m e i M  M w  t he  p*- 
c d i n q  yam. 

noluces: "Tnr %stems 3f I n t i n  Amrlcn - 'Iand~lras," Rln Ameriren Uni?n, Joint Tax Program OAS/IDB (.:aahinfl:.m, 3.7.. 11.7): Honduras' General m l d ~ e t  f a r  137b: !i.'f. Diamand, 
F=rel&n Tex end Trnde Sriefs ,  "31. 1 ( ~ e l r  York, 177:l'; Prfce lJnt,erho~rse 20.,  Corpornte Pnxes in  73 Cmntr lec  (1);j): : ) 3 ?  :enL.rnl Government 3ldf:et.: end !londrrran Sentra l  Rank. - 



APPENDIX I1 

Hondurss: Se lec ted   onet tad^ Measures, 1980-82 

March 19, 1980 

Ra te s  of  i n t e r e s t  

The maximum author ized  i n t e r e s t  r a t e s  were amended a s  fol lows:  

a .  The i n t e r e s t  r a t e  f o r  normal lending  ope ra t ions  was r a i s e d  
from 1 6  p e r  cen t  t o  19 per  cent .  The new maximum r a t e ,  however, was 
a u t h o r i z e d  only f o r  those banks t h a t  would pay t h e  maximum i n t e r e s t  
r a t e  on sav ings  depos i t s .  

b. The maximum i n t e r e s t  r a  e s  on housing l o a n s  (of l e s s  than  \ L 80,000) were r a i s e d  from 10-12 per  c e n t  ( range  accord ing  t o  ~ a t u r -  
i r y )  t o  12-14 p e r  cent .  

c .  The maximum i n t e r e s t  r a t e s  on sav ings  d e p o s i t s  were r a i s e d  
from 7 p e r  c e n t  t o  8 per  c e n t  i n  t h e  c a s e  of banks, and from 8 per  
c e n t  t o  9 p e r  c e n t  i n  t h e  c a s e  of s av ings  and l o a n  i n s t i t u t i o n s .  

Legal r e s e r v e  requirements  

a .  A dec rease  of 1 0  percentage  p o i n t s  t o  35 p e r  c e n t  was es tab-  
l i s h e d  f o r  t h e  r e s e r v e  requirement  on c e r t i f i c a t e s  of d e p o s i t s  i n  for -  
e ign cur rency  of no l e s s  t h a n  USS25,QOO. Up t o  2 5  percentage  p o i n t s  
of t h e  new requirement  could  be met w i t h  e l i g i b l e  government bonds. 

b. A dec rease  of 1 0  pe rcen tage  p o i n t s  t o  30 p e r  c e n t  was estab-  
l i s h e d  f o r  t h e  r e s e r v e  requirement  on f o r e i g n  cu r rency  sav ings  d e p o s i t s  
he ld  by t h e  sav ings  and l o a n s  i n s t i t u t i o n s .  E l i g i b l e  government bonds 
could be used t o  s a t i s f y  up t o  20 pe rcen tage  p o i n t s  of t h i s  requirement .  

Rediscount o p e r a t l o n s  

A l i m i t  of L 2 2 2  m i l l i o n  was e s t a b l i s h e d  f o r  c e n t r a l  bark r e d i s -  
count ope ra t ions  wi th  t h e  r e s t  of t h e  banking system f o r  t h e  ca l enda r  
year  1980- 

Banking system f i n a n c i n g  t o  t h e  p u b l i c  s e c t o r  

A c e i l i n g  of L 120 m i l l i o n  was e s t a b l i s h e d  on  banking system c r e d i t  
t o  t h e  Cent rs l  Government during 1980. The C e n t r a l  Bank a l s o  e s t a b l i s h e d  
a  l i m i t  of L 15 m i l l i o n  f o r  t h e  i n c r e s s e  i n  i t s  n e t  c r e d i t  t o  t h e  r e s t  
of t h e  nonf i n a n c i a l  p u b l i c  s e c t o r .  



APPENDIX I1 

Mav 28. 1980 

Lega l  r e s e r v e  requirements  

Legal r e s e r v e  requirements  f o r  banks were reduced by 5 pe rcen tage  
p o i n t s  t o  30 pe r  cent  on l o c a l  cur rency  d e p o s i t s  and t o  40 p e r  c e n t  on 
f o r e i g n  cu r rency  depos i t s .  Reserve requirements  on c e r t i f i c a t e s  of de- 
p o s i t s  were maintained a t  20 per  c e n t  and 35  per  c e n t  f o r  t h o s e  i n  l o c a l  
and f o r e i g n  cur rency ,  r e s p e c t i v e l y .  

C e n t r a l  Bank r ed i scoun t s  

The C e n t r a l  Bank decided t o  i n c r e a s e  the  l i m i t  on i t s  r e d i s c o u n t s  
t o  t h e  r e s t  of t h e  banking system by L  25 m i l l i o n  dur ing  t h e  remainder 
of t h e  f i r s t  semes ter ,  wi thout ;  however, changing t h e  t o t a l  amount f o r  
t h e  whole y e a r  approved on March 19,  1980. 

I n t e r e s t  r a t e s  on loans  f inanced  w i t h  f o r e i g n  funds  

A d e c i s i o n  on i n t e r e s t  r a t e s  da t ed  October 25, 1979 a l lowing  banks 
t o  charge up t o  3.5 p e r  c e n t  cve r  t h e  c o s t  of l o a n s  f inanced  w i t h  e x t e r -  
n a l  funds was e l imina ted ;  h e n c e f o r t h  banks could charge up to  t h e  maxi- 
mum r a t e  au thor ized  f o r  l o a n s  f inanced  w i t h  domest ic  r e s o u r c e s . ,  

I n t e r e s t  r a t e  on i l l i q u i d i t y  advances 

The i n t e r e s t  r a t e  on s p e c i a l  advances of t h e  Cen t r a l  Bank t o  t h e  
banks i n  r e s e r v e  d e f i c i e n c y  was reduced and made equa l  t o  t h e  maximum 
r a t e  au thor ized  f o r  banking system l end ing  o p e r a t i o n s  ( i . e . ,  19 p e r  cen t ) .  

Legal  r e s e r v e  requi rements  

The Board of D i r e c t o r s  of t h e  C e n t r a l  Eank e s t a b l i s h e d  t h a t  t h e  
C e n t r a l  Bank should con t inue  t o  deny a p p l i c a t i o n s  f o r  r e d i s c o u n t s  and 
a u t h o r i z a t i o n  f o r  e x t e r n a l  borrowing from t h o s e  banks i n  l e g a l  r e s e r v e  
de f i c i ency -  

November 13. 1980 

Legal  r e se rve  requirements  

The Board of D i r e c t o r s  of t h e  C e n t r a l  Bazk dec ided  t o  a u t h o r i z e  
temporary advances f o r  i l l i q u i d i t y  t o  t h o s e  banks i n  r e s e r v e  d e f i c i e n c y  
a s  of October 31, 1980. Th i s  d e c i s i o n  a l s o  e s t a b l i s h e d  t h a t  t h e s e  ad- 
vances f o r  i l l i q u i d i t y  would mature  no  l a t e r  t han  March 31, 1982, t h a t  
they would be charged an  tinnual r a t e  of 1 6  p e r  c e n t ,  and t h a t  t h e  banks 
~ ~ u l d  have t o  use them t c  a c q u i r e  c e n t r a l  g o v e r n m n t  bonds which would 
be computed a s  p a r t  of t h e i r  l e g a l  r e s e r v e  r equ i r emen t s .  
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February 3, h981 

Cred i t  t o  t h e  Cen t r a l  Government 

A c t i n g  on a  reques t  from the  M i n i s t e r  of Finance,  t h e  Board of 
D i r e c t o r s  of t h e  Cent ra l  Bank appr,oved a n  advance of L 50 m i l l i o n  t o  
t h e  C e n t r a l  Government a s  p a r t  of t h e  1981 g ros s  c r e d i t ,  which would 
be determined l a t e r  on i n  t he  annual  monetary program. T h i s  advance 
was t o  be used t o  cance l  out  an e x i s t i n g  o v e r d r a f t  of t h e  Treasury w i t h  
t h e  C e n t r a l  Bank- 

May 26,, 1981 

A s  p a r t  of t h e  monetary program, t h e  Monetary Board of t h e  Cen t r a l  
Bsnk e s t a b l i s h e d  a l i m i t  of L  110 m i l l i o n  f o r  t h e  i n c r e a s e  i n  t h e  g r o s s  
c r e d i t  from t h e  banking system t o  t h e  Cen t r a l  Government du r ing  c a l e n d a r  
y e a r  1981. 

Cen t r a l  Bank r ed i scoun t s  

A l i m i t  of L 59 m i l l i o n  was e s t a b l i s h e d  f o r  t h e  n e t  c r e d i t  expan- 
s i o n  of t h e  C e n t r a l  Bank t o  t h e  r e s t  of t h e  banking sys tem dur ing  1981. 

Legal  r e s e r v e  requirements  

The Cen t r a l  Bank e l imina ted  t h e  l i m i t s  on t h e  banks '  ho ld ings  of 
gove r r i en t  bonds t h a t  could be counted  a s  p a r t  of t h e i r  l e g a l  r e s e r v e  
requirements0 

Cen t r a l  Bank advances f o r  i l l i q u i d i t y  

The C e n t r a l  Bank e s t a b l i s h e d  au toma t i c  i l l i q u i d i t y  advances t o  t h e  
banks i n  l e g a l  r e s e r v e  d e f i c i e n c i e s ;  t h e  charge  on such  advances would 
be an  annual i n t e r e s t  r a t e  equal  t o  2 pe rcen tage  p o i n t s  above t h e  maxi- 
mum euthor ized  r a t e  f o r  l end ing  o p e r a t i o n s  w i t h  d o n e s t i c  r e sou rces .  
However, i n  c a s e s  where t h e  Super in tendency  of  Banks confirmed t h a t  
t h e  csuses  f o r  r e s e r v e  d e f i c i e n c y  were beyond t h e  c o n t r o l  of  t h e  banking 
i n s t i t u t i o n ,  t h e  i n t e r e s t  r a t e  charged  on t h e  i l l i q u i d i t y  advances would 
be equal  t o  t h e  maximum lend ing  r a t e .  

Msxjmm i n t e r e s t  r a t e  f o r  o p e r a t i o n s  w i t h  f o r e i g n  funds  

The C e n t r a l  Bank e s t a b l i s h e d  a  maximum i n t e r e s t  r a t e  on banks'  
lending o p e r a t i o n s  f inanced  w i t h  f o r e i g n  funds  e q w l  tc  3-112 p e r c e n t -  
age pc in t s  above t h e  c o s t  cf  funds  o r  1 9  p e r  c e n t ,  whichever  i s  h i g h e r .  
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I n t e r e s t  rate on savings d,eposits 

. The Cen t ra l  Bank el iminated the  c e i l i n g  on i n t e r e s t  r a t e  p a i d  by 
t h e  banks on  savings accounts ,  which up t o  then had been t h e  only ceil- 
ing f o r  i n t e r e s t  r a t e s  on deposi t s .  

Limit  on commercial fo re ign  borrowing by the  publ ic  s e c t o r  

A l i m i t  of L 50 m i l l i o n  was es t ab l i shed  f o r  the  n e t  i n c r e a s e  i n  
fo re ign  borrowing with o r i g i n a l  ma tu r i ty  of l e s s  than t e n  y e a r s  by t h e  
publ ic  s e c t o r  f o r  the  six-month period ended December 1981. 

June 25, 1981 

c e n t r a l  Bank advances f o r  i l l i q u i d i t y  

The Cen t ra l  Bank modified i t s  r e s o l u t i o n  of May 26, 1981 by es tab-  
l i s h i n g  t h a t  the  advances t o  cover banks' r e se rve  d e f i c i e n c i e s  would 
hencefor th  not  be made automat ica l ly  b u t  r a t h e r  only a t  t h e  reques t  of 
t h e  bank concerned. The new r e s o l u t i o n  a l s o  e s t a b l i s h e d  th.at  banks 
i n  reserve  def ic iency must des ignate  no l e s s  than 50 pe r  c e n t  of 
t h e i r  monthly p o r t f o l i o  recovery t o  t h e  c a n c e l l a t i o n  of t h e s e  advances. 

November 4, 1981 

Overdrafts  by the  pub l i c  s e c t o r  

The Board of Di rec to r s  of t h e  Cen t ra l  Bank suspended n e w  author iza-  
t i o n s  of overd ra f t s  by t h e  Cen t ra l  Government and o t h e r  f i n a n c i a l  and 
nonfinancial  i n s t i t u t i o n s  of the  p u b l i c  s e c t o r  wi th  t h e  C e n t r a l  Bank. 
A t  the  same time the  Board l e g a l i z e d  t h e  e x i s t i n g  o v e r d r a f t  by t h e  Cen- 
t r a l  Government amounting t o  L 100 m i l l i o n .  

Centra l  Bank's rediscount  opera t ions  

A l l  Central  Bank's r ed i scoun t  o p e r a t i o n s  wi th  domest ic  funds were 
r e s t r i c t e d  t o  the  l e v e l  reached on October 9, 1981. A t  t h e  same t i m e ,  
the  rediscount  r a t e s  were r a i sed  by a  range of 3 t o  6  pe rcen tage  po in t s .  

I n t e r e s t  r a t e  c e i l i n g s  

The c e i l i n g  on i n t e r e s t  r a t e s  t h a t  banks were allowed t o  charge on 
loans financed with f o r e i g n  funds was e l imina ted .  

Reserve requirements on f o r e i g n  currency d e p o s i t s  

The reserve  requirements on f o r e i g n  cur rency  d e p o s i t s  were reduced 
t o  the l eve l s  of those  f o r  l o c a l  currency d e p o s i t s ,  namely, from 40 p e r  
cent  t o  30 per cen t  i n  t h e  case  of s i g h t  and term d e p o s i t s  and from 
35 per  cent t o  20 p e r  c e n t  i n  t h e  case  of c e r t i f i c a t e  of d e p o s i t s  i n  
excess of US$25,000- 
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December 1 0 ,  1981 

Reserve requirement  on banks' t r u s t  funds 

The Cen t r a l  Bank e s t a b l i s h e d  a  20 p e r  c e n t  r e se rve  requirement 
( p r e v i o u s l y  nonex i s t en t )  f o r  t h e  banks' resources  obta ined  a s  t r u s t  
funds. This new re se rve  requirement was t o  be a t t a i n e d  g radua l ly  
s t a r t i n g  wi th  2  per  cent  i n  January 1982 and 3 percentage p o i n t s  each 
month t h e r e a f t e r  through J u l y  1982. These requirements  could  be f u l -  
f i l l e d  e i t h e r  wi th  c s sh ,  d e p o s i t s ,  o r  ho ld ings  of government bonds. 

May 13, 1982 

C e i l i n g s  on i n t e r e s t  r a t e s  

The c e i l i n g  on i n t e r e s t  r a t e s  f o r  t h e  banks'  l ending  o p e r a t i o n s  was 
u n i f i e d  a t  19 per  cen t .  

C e n t r a l  Bank r ed i scoun t  r a t e s  

The r ed i scoun t  r a t e s  of t h e  C e n t r a l  Eank were u n i f i e d  a t  15 p e r  
c e n t  w i t h  t h e  except ion  of r e d i s c o u n t s  f o r  t h e  product ion  of  bas i c  
g r a i n s  and those  appl ied  t o  a  sma l l  r evo lv ing  fund f o r  low income hous- 
i n g ,  which were s e t  a t  10  per  c e n t .  A t  t h e  same t ime,  t h e  Cen t r a l  Bank 
decided t o  review bo th  t h e  r e d i s c o u n t  r a t e s  and t h e  c e i l i n g  on i n t e r e s t  
r a t e s  f o r  t h e  banks'  l ending  o p e r a t i c n s  a t  i n t e r v a l s  of no more than  
t h r e e  months- 

A l i m i t  of 25 p e r  cen t  was e s t a b l i s h € d  on t h e  banks'  l oans  f o r  
consumption and conmercial  a c t i v i t i e s ,  which was t o  be a t t a i n e d  by t h e  
end of December 1982. 

C e n t r a l  Bank advances f o r  i l l i q u i d i t y  

The charges  on t h e  C e n t r a l  Bank advances f o r  i l l i q u i d i t y  t o  banks 
i n  r e s e r v e  d e f i c i e n c y  was ma in t a ined  a t  1 6  pe r  c e n t  i n  t h o s e  c a s e s  where 
d e f i c i e n c y  i s  a t t r i b u t e d  t o  c a u s e s  beyond t h e  c o n t r o l  of t h e  bank, o r  
where t h e  bank has  egreed t o  a  f i - n a n c i a l  program, supe rv i sed  by t h e  
Superintendency of Banks and approved by t h e  C e n t r a l  Bank, designed t o  
normalize i t s  r e s e r v e  p o s i t i o n .  I n  a l l  e t h e r  c a s e s ,  t h e  C e n t r a l  Bank 
was empowered t o  charge 24 p e r  c e n t  on i h c ~ ~  advances f o r  i l l i q u i d i t y .  
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Honduras: Exchange and Trade System 

(Pos i t ion  on May 31, 1982) 

Exchange arrangement 

The currency of  Honduras i s  the  Honduran Lempira, which i s  pegged 
t o  t h e  U.S. d o l l a r ,  t h e  in te rven t ion  currency,  a t  L 2 = US$l, The 
o f f i c i a l  buying and s e l l i n g  r a t e s  f o r  t h e  U.S. d o l l a r  a r e  L 2.00 and 
L 2.02, r e s p e c t i v e l y ,  per  US$1. Banknotes i n  Costa Rican colones,  
Guatemalan que tza les ,  Nicaraguan cordobas, and Salvadoran colones a r e  
purchased a t  p a r i t y  r a t e s  with a 1 per cen t  commission and are sold  a t  
p a r i t y  r a t e s .  The buying and s e l l i n g  r a t e s  f o r  o the r  cu r renc ies  t h a t  
a r e  of s i g n i f i c a n c e  t o  the  fo re ign  t r a d e  of Honduras a r e  f i x e d  d a i l y  
on the  b a s i s  of the  buying and s e l l i n g  r a t e s  of t h e  currency concerned 
a g a i n s t  t h e  U . S .  d o l l a r  i n  fo re ign  markets. There a r e  no t a x e s  o r  sub- 
s i d i e s  on purcha,ses o r  s a l e s  of fo re ign  exchange. 

On August 19, 1950, Honduras formal ly  n o t i f i e d  t h e  Fund t h a t  i t  
had assumed t h e  o b l i g a t i o n s  of A r t i c l e  VIII, Sect ions  2, 3, and 4, of 
t h e  Fund Agreement, beginning on J u l y  1, 1950. 

P resc r ip t ion  of currency 

There a r e  no o b l i g a t i o n s  p resc r ib ing  t h e  method of currency f o r  
payments t o  o r  from nonres idents .  Payments among member c o u n t r i e s  of 
the  Central American Common Market (CACM)l/ i n  r e s p e c t  of . t rade  and 
i n v i s i b l e s  a r e  s e t t l e d  every 6 months i n  t h e  domestic currency of t h e  
payer through the  Centra l  American Clearing House. I f  t h e  outs tanding . 

balance i s  i n  excess of US$lZ.million, i t  must be s e t t l e d  immediately. 
In  January 1982, Honduras imposed monthly quotas  on t h e  amount of l e m -  
p i r a  notes and coins  t h a t  can be purchased by t h e  C e n t r a l  Banks of o t h e r  
CACM coun t r i e s . l /  These c o u n t r i e s  impose s i m i l a r  quotas  on the  Centra l  
Bank of ~ o n d u r a s '  purchases of CACM cur renc ies .  

Imports and import payments 

Import permits  a r e  issued by t h e  Ex te rna l  Financing Department of 
the  Central  Bank and a r e  r equ i red  f o r  a l l  i tems. Imports  a r e  categor-  
ized according t o  those  t h a t  must be paid f o r  i n  cash  (mainly nonessen- 
t i a l  imports) and those  t h a t  can be f inanced wi th  c r e d i t .  The purpose 
of the  c l a s s i f i c a t i o n  i s  t o  discourage t h e  import ing of luxury  goods 
by denying them f o r e i g n  c r e d i t  and l i m i t i n g  t h e i r  a c c e s s  t o  domestic 
c r e d i t  by s e t t i n g  p o r t f o l i o  c e i l i n g s .  In  May 1982, a p r i o r i t y  scheme 
f o r  the  approval of import permits  was e s t a b l i s h e d ,  on a temporary 
b a s i s ,  with the  i n t e n t i o n  of f u r t h e r  r e s t r a i n i n g  t h e  demand f o r  nones- 
s e n t i a l  imports. The scheme i s  in tended t o  r e p l a c e  a similar one t h a t  

11 Costa Rica, E l  Salvador,  Guatemala, and Nicaragua. - 
21 Costa Rica was exempt from t h e  quota.  - 
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was a p p l i e d  a t  the  s t age  of fore ign exchbnge author iza t ion .  Imports 
may be checked f o r  appropriate p r i c ing ;  import prepayments a r e  subjec ted  
t o  c e r t a i n  r e s t r i c t i o n s  on the  means of set t lement.  A s  a  r e s t r a i n t  on 
import prepayment, Central Bank a u t h o r i z a t i o n  i s  required when payments 
f o r  impor ts  by bank d r a f t s  exceed US$2,500. Depending on t h e  fo re ign  
exchange s i t u a t i o n ,  the  Foreign Exchange Department of the  Centra l  Bank 
may s u b j e c t  t h e  a l l o c a t i o n  of fo re ign  exchange f o r  imported goods and 
se rv ices  t o  a  s e t  of policy determined p r i o r i t i e s . i /  A p r i o r i t y  scheme 
f o r  the  a u t h o r i z a t i o n , o f  fore ign exchange i n  excess of US$5,000 was i n  
e f f e c t  i n  t h e  l a s t  qua r t e r  of 1981 and t h e  f i r s t  ha l f  of 1982. I n  May 
1982 the  C e n t r a l  Bank a u t h o r i t i e s  e s t a b l i s h e d  a  100 per c e n t  guarantee 
deposi t  requirement aga ins t  a l l  r e q u e s t s  t o  open s i g h t  l e t t e r s  of c r e d i t  
f o r  import payments t o  be held with commercial banks.21 - 

The import  of corn,  r i c e ,  sorghum, beans, and po ta toes  is  t h e  mono- 
poly of t h e  Honduran I n s t i t u t e  of A g r i c u l t u r a l  Marketing (IHMA). 

Under t h e  provis ions  of the  Cen t ra l  American Agreement on F i s c a l  
Incen t ives ,  Honduras g ran t s  duty exonera t ions  on imports o f  raw materi-  
als and c a p i t a l  goods t o  approved i n d u s t r i a l  f  inns- 

Most imports  from c o u n t r i e s  o u t s i d e  the  CACM a r e  s u b j e c t  t o  customs 
duty. Imports  from the  CACM a r e  s u b j e c t  t o  customs d u t i e s  ranging from 
zero t o  35 per  c e n t ,  under b i l a t e r a l  t r a d e  agreement. Some goods a r e  
subjec t  t o  a customs s u r t a x  of 12  p e r  cen t  of t h e  duty and t o  a  consu la r  
charge of 8 per  cent  of t h e  f.0.b. va lue .  There i s  a  du ty - f ree  zone i n  
Puerto Cor tes  

Exports and expor t  proceeds 

A l l  expor t s  whose value  exceeds US$1,000 r e q u i r e  l i c e n s e s  and a r e  
sub jec t  t o  p r i o r  au thor iza t ion  of t h e  Ex te rna l  Financing Department of 
the  Central  Bank. A l l  fo re ign  exchange proceeds must e i t h e r  be surren-  
dered t o  t h e  Cen t ra l  Bank o r  t o  au thor ized  banks and i n s t i t u t i o n s  o r  
held a s  dollar-denominated d e p o s i t s  wi th  commercial banks. The with-  
drawal of dollar-denominated d e p o s i t s  i s  s u b j e c t  t o  compliance wi th  

11 The Cen t ra l  Bank i s  au thor ized  t o  a l l o c a t e  f o r e i g n  exchange i n  
accordance w i t h  t h e  fol lowing p r i o r i t i e s :  e x t e r n a l  f i n a n c i a l  payments, 
e s s e n t i a l  consumer i tems,  h e a l t h  products ,  educa t iona l  m a t e r i a l s ,  f u e l  
and lubr i can t s ,  raw m a t e r i a l s ,  a g r i c u l t u r a l  and i n d u s t r i a l  i n p u t s ,  
machinery, equipment, and s p a r e  p a r t s ,  and o t h e r  goods and s e r v i c e s .  

21 This p r a c t i c e  had a l r e a d y  been enforced by a  number of l o c a l  
CoGerc ia l  banks whose f o r e i g n  cor responden t s  had been r e q u i r i n g  of 
them an  equivalent  depos i t  of f o r e i g n  currency a t  t h e  t i m e  t h a t  t h e  
l e t t e r  of c r e d i t  was confirmed. S ince  l o c a l  branches of f o r e i g n  
banks were not s u b j e c t  t o  t h e  same requirement ,  t h e  C e n t r a l  Bank 
decided t o  g e n e r a l i z e  t h e  p r a c t i c e  i n  o r d e r  t o  e q u a l i z e  t h e  p o s i t i o n  
of all  commercial banks w i t h  r e s p e c t  t o  t h e i r  o p p o r t u n i t i e s  f o r  
f inancing fo re ign  t r a d e .  
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t h e  procedures on 'the use  of fore ign exchanged I n  genera l ,  t h e  surren- 
d e r s  of e x p o r t  proceeds must be made wi th in  90 days fo l lowing  ,$he nego- 
t i a t i o n  of export  documents. The Centra l  Bank i s  a u t h o r i z e d  t o  r e q u i r e  
banks t o  s e l l  t o  it fo re ign  exchange holdings i n  excess of l i m i t s  which 
it has e s t a b l i s h e d .  

Exports  of co f fee  a r e  supervised by the  Honduran C o f f e e  I n s t i t u t e  
(IHCAFE), and exports  of bananas by the  Honduran Banana Corpora t ion  
(COHBANA). The export  of corn ,  r i c e ,  beans, and po ta toes  i s  c o n t r o l l e d  
by the  Honduran I n s t i t u t e  of Agr icu l tu ra l  Marketing (IIIMA), and lumber 
expor ts  a r e  channeled through the  Honduran Forest  Development Corpora- 
t i o n  (coHDEFOR). There i s  an export t a x  on c a t t l e ,  meat, a n d  sugar  
and a g e n e r a l  export  duty of 1 p e r  cent  of the  f.0.b. v a l u e  of a l l  
o the r  expor t  i tems except bananas, co f fee ,  c a t t l e ,  meat, s u g a r ,  and 
minerals  

Payments f o r  and proceeds from i n v i s i b l e s  

Proceeds from i n v i s i b l e s  a r e  e i t h e r  s u b j e c t  t o  a  s u r r e n d e r  requi re-  
ment o r  they must be held a s  dollar-denominated d e p o s i t s  w i t h  commercial 
banks. A l l  purchases of fo re ign  exchange i n  excess of US$5,000 r e q u i r e  
p r i o r  approval of the  Centra l  Bank. For s t a t i s t i c a l  p u r p o s e s ,  however, 
a l l  buyers of fo re ign  exchange a r e  requi red  t o  f i l e  an a p p l i c a t i o n  
s t a t i n g  how t h e  exchange w i l l  be used. Within t h i s  l i m i t ,  persons 
t r a v e l i n g  abroad may purchase f o r e i g n  currency n o t e s  and c o i n s  i n  an  
amount not exceeding USS100 a  person. There a r e  no r e s t r i c t i o n s  on t h e  
import of fo re ign  banknotes by t r a v e l e r s .  

The a u t h o r i z a t i o n  of t h e  M i n i s t e r  of Finance and a p p r o v a l  by t h e  
Central  Bank a r e  r equ i red  f o r  a l l  a c t i v i t i e s  implying t h e  r e c e i p t  of 
resources and t h e i r  t r a n s f e r  abroad f o r  purposes of inves tmen t  i n  . 
mutual funds, housing developments, r e a l  e s t a t e ,  o r  s i m i l a r  a c t i v i t i e s .  
Foreign mutual funds and s i m i l a r  f i n a n c i a l  i n s t i t u t i o n s  r e q u i r e  permis- 
s i o n  t o  c o l l e c t  funds i n  Honduras f o r  depos i t  o r  i n v e s t m e n t  abroad. 
The approval of t h e  Min i s t ry  of Finance,  t h e  Nat ional  P l a n n i n g  Council 
(CONSUPLANE), and t h e  Cen t ra l  Bank i s  requ i red  f o r  t h e  p u b l i c  s e c t o r  
t o  contract  any f o r e i g n  indebtedness ,  whether f o r  import  f i n a n c i n g  o r  
f o r  other  purposes. The c o n t r a c t i n g  of e x t e r n a l  d e b t  by t h e  p r i v a t e  
sec to r  requi res  approval  by t h e  Cen t ra l  Bank. E x t e r n a l  d e b t  c o n t r a c t s  
must be r eg i s t e red  wi th  the  C e n t r a l  Bank,,which provides  f o r e i g n  ex- 
change f o r  the s e r v i c i n g  of on ly  p roper ly  r e g i s t e r e d  and approved ex te r -  
n a l  debt. The c o n t r a c t i n g  of e x t e r n a l  f i n a n c i n g  must conform wi th  
specif ied p r i o r i t i e s .  S igh t  and term d e p o s i t s  i n  f o r e i g n  cur rency~  a t  
the  banks a r e  s u b j e c t  t o  a  re'serve qequirement of  30 pe r  cent; t h e  
reserve requirement f o r  c e r t i f i c a t e s  of d e p o s i t  of US$25,000 and above 
i s  20 per cen t ,  and 1 5  per  c e n t  f o r  sav ings  d e p o s i t s  i n  f o r e i g n  currency 
with savings and l o a n  a s s o c i a t i o n s .  Fore ign exchange h o l d i n g s  i n  excess  
of specif ied liniits may be r e q u i r e d  t o  be s o l d  by t h e  b a n k s  t o  t h e  Cen- 
t r a l  Bank. 
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Gold - 
R e s i d e n t s  may hold and acquire  gold coins in '  Honduras f o r  numisma- 

t i c  purposes-  With t h i s  exception, r e s i d e n t s  o ther  than t h e  monetary ! 

a u t h o r i t i e s  and authorized i n d u s t r i a l  u s e r s  a r e  not allowed t o  hold o r  
acqu i re  g o l d  i n  any form other  than jewelry, a t  home o r  abroad. Imports 
and expor t s  of gold i n  any form o the r  than jewelry r e q u i r e L l i c e n s e s  
i s sued  by t h e  Centra l  Bank; such l i c e n s e s  a r e  not  normally granted-.ex- 
cep t  f o r  i m p d r t s  and exports  by o r  on behalf of the  monetary a u t h o r i t i e s ,  
i n d u s t r i a l  u s e r s ,  and producers of gold. A l l  l o c a l l y  produced gold i s  
exported i n  t h e  form of ore  f o r  r e f i n i i g .  Commercial imports and ex- 
p o r t s  of jewelry and o ther  a r t i c l e s  conta in ing gold r e q u i r e  l i c e n s e s  
issued by t h e  Ministry of Economy; f o r  most a r t i c l e s ,  t h e s e  a r e  granted 
f ree ly .  Exports  of gold a r e  s u b j e c t  t o  a  t a x  of 5 per  cent .  
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Table 14. . Honduras: National ~ c c o u n t s  

( I n  m i l l i o n s  of current  lempiras) 

Consumption 2,431 
General government 4 82 

Central  Government (377) 
Rest of genera l  government (105) 

P r i v a t e  s e c t o r  1,949 

Gross domestic investment 805 - 
Fixed c a p i t a l  formation 766 

Cent ra l  Government (151) 
Rest of genera l  government (46) 
S t a t e  e n t e r p r i s e s  (124) 
P r i v a t e  s e c t o r  (445) 

Inventory changes 39 

Gross domestic expenditure 3,236 
Exports of goods.and non- 

f a c t o r  se rv ices  1,164 
Imports of goods and non- 

f a c t o r  se rv ices  -1,311 

GDP a t  market p r i c e s  3,089 
Factor  r e c e i p t s  from abroad 24 
Factor  payments abroad -162 

GNP a t  market p r i c e s  2,951 

Subsidies 
Ind i rec t  taxes 

GNP a t  f a c t o r  c o s t  

Depreciation -136 

National income 2,397 

Sources: Centra l  Bank of Honduras; and Fund s t a f f  estimates. 



STATISTICAL APPENDIX 

Table 15. Honduras: ~ a t i o n a l  Accounts 

( I n  mi l l ions  of 1966 lempiras)  

c- 

Consumption 
General goverrlment 
P r i v a t e  s e c t o r  

Gross domestic  investment 
Fixed c a p i t a l  formation 

pub l i c  s e c t o r  
P r i v a t e  s e c t o r  

Inventory  changes 

Gross domestic  expenditure 
Exports of goods and non- 

f a c t o r  s e r v i c e s  
Imports o f  goods and non- 

f a c t o r  s e r v i c e s  

GDP a t  market p r i c e s  
Factor  r e c e i p t s  from abroad 
Factor  payments abroad 

GNP a t  market p r i c e s  

Subsidies 
I n d i r e c t  t a x e s  

GNP a t  f a c t o r  c o s t  

Depreciat ion 

National  income 

Source: Cen t ra l  Bank of Honduras. 
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Table 16. Honduras: Origin  of Gross Domestic Product 

P r e l .  
1977 1978 1979 1980 1981 

( I n  m i l l i o n s  of cur ren t  lempiras)  

Gross domestic product 
a t  f a c t o r  c o s t  

Primary product ion 924 1,064 1,264 1,464 1 ,589 
A g r i c u l t u r e  and r e l a t e d  

s e c t o r s  (869) (1,004) (1,197) (1,384) (1,502) 
Mining . (55) ( 60) (67) . ... -(SO) (87) 

Secondary production 
~ a n u f a c t u r i n g  
COG t r u c t  i o n  
U t i - l i t i e s  

Serv ices  1,126 1,356 1 ,625 1 ,953 2,067 
Transpor t  and communications (206) (256) (316) (386) (413) 
Commercial s e r v i c e s  (300) (390) (477)  (582) (597) 
F i n a n c i a l  s e r v i c e s  (123) (138) (159) (188) (202) 
Housing s e r v i c e s  (160) (177) (203)  , (240) (263) 
Publ ic  a d m i n i s t r a t i o n  (100) (115) (134)  (159) (176) 
Other s e r v i c e s  (237) (280) (336)  (398) (416) 

( I n  m i l l i o n s  of 1966 lempi ras )  

Grass domestic product 
a t  f a c t o r  c o s t  

Primary production 476 498 534 52 1 526 
Agr icu l tu re  and r e l a t e d  

s e c t o r s  (449) (470) (505)  (491) (496) 
Mining (27) (28) (29)  (30) (30) 

Secondary product ion  
Manufacturing 
Construct ion  
U t i l i t i e s  

Services  701 756 81 2 83  8 82 6 
Transport and communications (137) (151) (163)  (169) (167) 
Commercial s e r v i c e s  (158) (179) ( 1 9 4 )  (201) (195)  
F inanc ia l  s e r v i c e s  (58) (60)  ( 6 4 )  (66)  (66)  
Housing s e r v i c e s  (116) (122)  (127)  (131) (131) 
Publ ic  a d m i n i s t r a t i o n  (63)  (67)  ( 7 1 )  (74)  (74) 
Other s e r v i c e s  (119) (177)  (193)  (197) (193) 

Source: Cen t ra l  Bank of Honduras. 
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Table 17.  Honduras: ~ i n a n c i n ~  of Investment 

( I n  mi l l ions  of lempiras) 

P re l  . . 
1977 1978 1979 1980 1981 

Gross domestic investment 805 1,024 1 263 1,452 1 318 - - L & 
Public f i x e d  c a p i t a l  formation 321 3 92 432 516 434 
Pr iva te  f i x e d  c s p i t a l  formation 445 586 742 855 899 
Change i n  inven to r ies  39 46 89 81 -15 

f inanc ing  of investment 
Gross domestic savings 

Public savings 
P r  iva t ,e  savings 

Foreign savings 
Net c a p i t a l  InfXows 11 
Net t r a n s f e r  r e c e i p t s  
Al locat ion of SDRs 
Net f a c t o r  payments 
Change ia ne t  o f f i c i a l  

i n t e r n a t i o n a l  reserves  
( inc rease  -) 

Sources: Centra l  Bank of Honduras; and Fund s t a f f  es t imates .  

11 Includes e r r o r s  and omissions and,  i n  1981, e x t e r n a l  debt  a r r e a r s .  - 
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Table 18. Honduras : Nat iona l  Income 

( I n  m i l l i o n s  of lempiras)  

Pr el. 
1977 1978 1979 1980 1981 

Cornpensat i o n  of employees 1,285 1 ,487  1,770 2 ,061  2,171 

Income from unincorporated 
e n t e r p r i s e s  819 920 1,089 1 , 2 6 5  1,330 

P rope r ty  income 183 213 242 2 82 310 
Rent (152) (168) (193) (228) (250) 
~ n t e r e s t  and d iv idends  (31) (45) (49) ( 5 4 )  (60) 

Savings of c o r p o r a t i o n s  7 8 148 13 4 19 5 2 08 

D i r e c t  t a x e s  on c o r p o r a t i o n s  48 73 79 103 110 

. General  government income from 
p rope r ty  and ownership 28 29 76 - 65 6 9 

Less: i n t e r e s t  on p u b l i c  deb t  32 3 7 48 58 7 5 

Less:  i n t e r e s t  on consumers' 
deb t  12  1 3  14 1 6  18  

Na t iona l  income L 2 397 L 2 8 2 0  3,328 3 ,887  4,105 

- -- 

Sources: C e n t r a l  Bank of Honduras; and Fund s t a f f  e s t i m a t e s .  
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(Table  19.  Honduras: Composition of Gross Fixed C a p i t a l  Formation 

( I n  mi l l i ons  of lempiras)  

P r e l  . 
1977 1978 1979 1980 1981 

Gross f i x e d  c a p i t a l  formation - 978 1,174. 1 371 1,333 766 - - L -  

Machinery and equipment 400 4 91 61 1 729 71 3 
P r i v a t e  (309) (442) (540) (668) (684) 
p u b l i c  (91) (49) (71) (61) (29) 

Cons t ruc t  ion 
P r i v a t e  
Pub l i c  

Sources: Cent ra l  Bank of Honduras; and Fund s t a f f  e s t ima tes .  
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0 

Table 20. Honduras: Production and Prices of Basic Grains 

(Production in thousands of auintals: 
prices in lempiras per quintal)l/ - 

Regulated Prices 
Paid to Charged to 

Production Producers Consumers 

Corn - 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 

Beans - 
1977-78 766.6 
1978-79 964.4 
1979-80 968.0 
1980-81 958.0 
1981-82 1,039.0 

Rice - 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 

-- 

Source: Central Bank of Honduras. 

1/ For crop year September-August. - 
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T a b l e  21. Honduras: S t a t i s t i c s  on be lec ted  Agr i cu l tu ra l  Products  

(Area i n  thousands of hec t a re s ;  production and exports  i n  thousands 
of q u i n t a l s ; , y i e l d  i n  q u i n t a l s  per  hectare;  va lues  i n  

mi l l ions  of cu r ren t  lempiras)  

P re l .  
1977 1978 1979 1980 1981 

Bananas 
Area 27.3 31.3 32.2 30.1 27.9 
Yield 985.4 867.5 955.0 1,048.1 1,047.2 
Volume of production 26,902 ' 27,153 30,752 31,549 29,217 

of which: exported (15,612) (15,848) (19,743) (18,980) (17,124) 
. Gross v a l u e  of production 322.9 348.9 472.8 540.3 567.4 

Value added 173.0 178.5 242.0 280.6 291.7 

Coffee 
Area 115.0 116.3 118.3 120.4 122.5 
Yield 9.3 12.1 14.0 13.3 14.0 
Volume of production 1,064.8 1,406.2 1,661.1 1,598.6 1,711.4 

Of which: exported (791) (1,250) (1,436) (1,234) (1,475) 
Gross v a l u e  of production 266.2 285.7 262.0 276.2 237.8 
Value added 253.5 268.6 242.7 251.7 211.9 

Corn - 
Area 300.3 293.2 317.4 286.6 319.7 
Yield 24.4 26.0 25.9 29.8 29.7 
Volume of product i on  7,327 7,632 8,217 8,543 9,492 

Of which: exported (11) (-1 (8)  (-1 (-1 
Gross. va lue  of product i on  73.3 91.6 102.7 107.1 118.8 
Value added 62.3 77.8 87.3 91.1 101 .O 

Beans - 
Area 
Yield 15.6 16.1 16.1 15.8 16.8 
volume of production 950 9 80 9 68 958 1,039 

of which: exported ( 5 1 )  (2 )  (1) (-1 (68) 
Gross value of product ion  20.4 22.1 26.4 28.2 33.9 
Value added 18.4 18.7 22.4 24.0 28.8 

Rice - 
Area 12.2 14.9 16.4 18.4 19.6 
Yield 31.6 33.6 32.6 31.5 31 .2 
Volume of product i o n  38 5 501 534 580 61 2 

of which: exported (--I (-1 (-1 (-1 (-1 
Gross value of product ion  11 -4 16.3 18.9 22.4 24.5 
Value added 10.2 13.8 16.1 19.1 20.9 

P lan ta ins  
Area 5. 6 5.9 5.8 6.6 7.3 
Yield . 368.9 342.9 344.5 347.9 336.6 
Volume of product ion  2,066 2,023 1,998 2,296 2,457 

of which: exported (208) (118) (46) (304) (451) 
Gross value of product ion  10.5 11.2 11.6 14.0 16.2 
Value added 9.3 9.9 10.2 12.3 14.2 
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Table  21. Honduras: S t a t i s t i c s  on Selected A g r i c u l t u r a l  
Products (Concluded) 

( ~ r e a  i n  thousands of h e c t a r e s ;  production and e x p o r t s  i n  
thousands of q u i n t a l s ;  y i e l d  i n  q u i n t a l s  p e r  h e c t a r e ;  va lues  

i n  m i l l i o n s  of c u r r e n t  lempiras)  

P r e l  . 
1977 1978 1979 1980 1981 

Sorghum 
Area 
Yield 24.5 24.6 24.4 24.4 24.4 
volume of product ion 1,346 1 ,351 1,357 1,365 1,381 

of which: exported (--I (-1 (-1 (-1 (-1 
Gross v a l u e  of product ion 10.4 11.1 11.9 12.8 13.8 
Value, added 9.4 9.8 10.5 11.3 12.1 

i 

Tobacco 
Area 6.2 5.9 6.4 7.1 6.6 
Yield 24.0 25.4 25.8 22.7 24.5 
Volume of product ion 149 150 165 161 162 

of which: exported (99) (96) (99) (101 1 ( 104 ) 
Gross v a l u e  of product ion 18.2 17.2 21.3 24.9 25.1 
Value added 15.7 14.6 18.0 20.9 21.1 

Cotton 
Area 10.2 17.7 11.9 11.1 8.5 
Yield 42.8 39.5 39.2 49.1 54.9 
Volume of product ion 437.0 699.2 466.1 545.2 466.5 

of which: exported (435.3) (699.2) (466.1) (539.8) (443.7) 
G r o s s  va lue  of product  i o n  22.3 30.3 22.4 27.0 26.6 
Value added 16.9 20.6 15.0 18 . 5 20.0 

Sugarcane 
Area 45.2 49.2 56.0 63.0 63.3 
Yield 909.4 903.7 834 . 2 863.3 877.7 
Volume of product i o n  41,107 44,464 46,714 54,387 55,560 

of which: exported (--I (--I (--I (-1 (-1 
Gross value  of product ion  30.8 37.8 44.4 49.4 54.4 
Value added 23.1 28.3 33.3 37.0 40.8 

Afr ican palm 
Area 4.4 4.3 4.7 5- 5 6.9 
Yield 268.2 29 7.9 29 7 4 269.1 267.5 
Volume of product ion  1 ,180  1 ,281 1 ,398  1,480 1 ,846  

of which: expor ted (-1 (-- (-1 (-1 (-1 
Gross value of product  i o n  3.1 3.8 4.5 5.6 7.4 
Value added 2.5 3.0 3.6 4 e 5 5.9 

Source: Cen t ra l  Bank of Honduras. 
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Table 22. Honduras: Consumer Pr ice  Indices  

Apr i l  
Weight 1977 ,1978 1979 1980 1981. 1981 1982 

I. Period Averages 

T o t a l  - 
By expenditure 

Food 
Housing 
Clothing 
Heal th  ca r e  
Personal  care  
Beverages and 

tobacco 
Transporta t i on  
Other 

By reg ion  
Cent ra l  21 47.4 ... 100.0 112.2 130.0 143.2 134.1 147.8 
Northern 21 40.1 ... 100.0 311.5 133.4 145.3 137.5 149.9 
Southern 4-1 4.7 ... 100.0 116.5 142.2 155.4 147.1 157.5 
Eas te rn  51 5.9 ... 100.0 113.6 138.1 149.6 142.5 153.4 
Western i;/ 1.9 ... 100.0 107.6 126.5 136.9 129.9 141.1 

11. End of Period 

To ta l  - 100.0 122.5 136.6 149.1 142.8 156.5 ------ 
By expenditure 

Food 
Housing 
Clothing 
Health ca r e  
Personal c a r e  
Beverages and 

tobacco 
Transportat ion 
Other 

BY region 
Central  _2/ 47.4 100.0 122.6 133.5 147.5 140.7 155.3 
Northern 2/ 40.1 100.0 122.5 138.6 149.7 143.1 156.7 
Southern 4 1  4.7 100.0 124.1 144.6 156.9 157.7 163.2 
Eastern 57 5.9 100.0 122.3 143.9 154.0 149.2 160.2 
Western 6/ 1.9 100.0 113.1 129.5 139.7 135.0 149.3 

Source: Cent ra l  Bank of Honduras. 

11 Average over the  12-month per iod  ended Apr i l .  - 
21 Tegucigalpa and Comayagua. - 
31 San Pedro Sula, La Celba, E l  Progreso and T r u j i l l o .  
71 Choluteca. - 
51 J u t i c a l p a  and Danli. - 
61 Santa Rosa de Copan. - 
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Table 23. Honduras: Labor Force S t r u c t u r e ,  1977-81 

1977 Per Cent 1981 Per  Cent 

T o t a l  - 
Primary pr oduc t ' ion 

A g r i c u l t u r e  and r e l a t e d  
s e c t o r s  

Mining 
Secondary product i on  

Manufacturing 
Cons t ruc t  i o n  
U t i l i t i e s  

Se rv i ces  
Transpor t  and commu- 

n i c a t  i o n s  
,-- Commercial s e r v i c e s  

F i n a n c i a l  s e r v i c e s  
Other 

Memorandum i t e m  
Labor f o r c e  p a r t i c i -  

p a t i o n  r a t i o  
( i n  pe r  c e n t )  

Sources: Min i s t ry  of Labor; and CONSUPLANE. 
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Table 24. Honduras: Consolidated opera3pns  of the  Pub l i c  Sector  

( In  mil l ions of lempiras) 

P re l  . 
1977 1978 1979 1980  1981 

I. Central  Government 

Tota l  revenue 
Current revenue 

Tax revenue 
k n t a x  revenue 

Current t r a n s f e r s  
Of which: from r e s t  of 

pub l i c  sec tor  
Capi ta l  t r a n s f e r s  
Of which: from r e s t  

of pub l i c  s ec to r  

Tota l  expenditure and net  lending - 626 - 763 - 813 1,148 1,145 
Current expenditure 41 5 472 527 734 808 

Of which: t r ans fe r s  t o  r e s t  of 
publ ic  s ec to r  (38) (57) (72) (76) (88) 

Capi ta l  expenditure 212 264 260 277 189 
Of which: t r ans fe r s  t o  r e s t  of 

p u b ~ c  sec tor  (57) (63) (65) (80)  (69) 
Net lending -1 2 7 26 137 148 

Current account surp lus  
o r  d e f i c i t  (-1 

Overall  surp lus  o r  d e f i c i t  (-) -137 -219 -180 -389 -404 - - -  - - 
Foreign financing (ne t )  79 160 139 252 224 
Domestic f inancing (ne t )  58 59 41 137 180 

11. Local Governments 

Total  revenue 
Current revenue 

Tax revenue 
Nontax revenue 

Transfers  from r e s t  of 
public  s ec to r  2_/ 

Capital  revenue 
Funds on-lent from 

Central Government 

Total  expenditure 
Current expend1 t u r e  

Of which: t r a n s f e r s  t o  
r e s t  of public  s ec to r  

Capital  expenditure 

Current account surp lus  
o r  d e f i c i t  (-1 

Overall  surplus o r  d e f i c i t  (-) 
Foreign financing (ne t )  
Domestic f inanc ing  (ne t )  
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Table 24. ~ o n d u r a s :  Cbnsolidated Operations of t h e  
Pub l ic  Sector  (Continued) 

( I n  m i l l i o n s  of lempiras)  

- 
P r e l  . 

1977 1978 1979 1980 1981 
. . 

111. Decen t ra l i zed  I n s t i t u t i o n s  3/ 

T o t a l  revenue 
Current  revenue 
Current  t r a n s f e r s  
C a p i t a l  t r a n s f e r s  

T o t a l  expendi ture  and n e t  l e n d i n g  - 114 - 140 
Current  expendi ture  82 9 7 

Of which: t r a n s f e r s  t o  
p u b ~ c  s e c t o r  (6 )  (6 )  

C a p i t a l  expendi ture  2 3 3 2 
Net l end ing  9 11 

C l l r r e n t  account S U ~ D ~ U S  - -- 

o r  d e f i c i t  (-) 

Overa l l  s u r p l u s  o r  d e f i c i t  (-) - 30 - 3 7 
Foreign f inancing ( n e t )  - -- 
Domestic f i n a n c i n g  ( n e t )  -30 -3 7 

I V .  General  Government 

T o t a l  revenue 
Cur r e n t  revenue 

Tax revenue 
Nontax revenue 

C a p i t a l  revenue and 
t r a n s f e r s  rece ived  

T o t a l  expendi ture  and 
ne t  lendlng 

Current expendi ture  
Cap i ta l  expendi ture  

Of which: t r a n s f e r s  t o  
pub l ic  e n t e r p r i s e s  

Net lending - 11 

Current account s u r p l u s  
o r  d e f i c i t  (-) 

Overal l  su rp lus  o r  d e f i c i t  (-) - -116 - -194 
Foreign f inancing ( n e t )  81 1 6 5  
Domestic f i n a n c i n g  ( n e t )  3 5 2 9 
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Table 24. Honduras: ~ o n s o l i d d t e d  Operations of t h e  
Public Sector  (Continued) 

( I n  mi l l ions  of lempiras) 

To ta l  revenue 
Cur r en t  r eve  me 

V. Publ ic  En te rp r i ses  - 4/ 

Of which: t r a n s f e r s  from 
Cen t ra l  Government (-1 (1) (1)  

Cap i t a l  revenue and t r a n s f e r s  10 26 3 6 
Funds on-loan from Central Government -- 27 15 

To ta l  expendi ture  and net  l e n d i n g  - 2 50 - 276 - 334 
Current expendi ture  10 5 132 158 

Of which: t r a n s f e r s  t o  r e s t  of 
pubf ic  s e c t o r  (6) ( 5 )  (6) 

Capi ta l  expenditure 124 136 164 
Of which: t r a n s f e r s  t o  Centra l  

Government ( - 1  - (1) 
Net lending 21 8 12 

Operating surplus  o r  d e f i c i t  (-) - 61 - 50 - 7 3 

Overall su rp lus  o r  d e f i c i t  (-1 
Foreinn f inancing ( n e t )  
~ o m e s t i c  f inanci& ( n e t )  8 -- - 5 

VI . Consolidated P u b l i c  Sec to r  

To ta l  revenue - 656 - 725 - 858 
Tax revenue 457 527 60 5 
Nont ax revenue 195 193 247 

Central  Government (38) (27) (40) 
Rest of general  government (96) (116) (134) 
Public  e n t e r p r i s e s  5 /  (61) (50) (73) 

Cap i t a l  revenue and oFher - 61 4 5 6 

Tota l  expenditure and net  l end ing  
Current expenditure 
Capital  expenditure and ne t  l end ing  3 70 425 477 

Fixed investment (278) (348) (375) 
Pre-inves tment (43) (44)  (57) 
Cap i t a l  t r a n s f e r s  (20) (13) (14) 
Net lending (29) (20) (31) 

Prel .  
1980 1981 



STAT1 STICAL APPENDIX 

Table 24. Honduras: Consol idated -Operations of the 
Pub l i c  Sec to r  (Concluded) 

( I n  m i l l i o n s  of l e m ~ i r a s )  

Current  s u r p l u s  o r  d e f i c i t  (-) - 170 - 181 - 249 - 143 - 9 9 

Overa l l  s u r p l u s  o r  d e f i c i t  (-) - -196 - -239 - -222 - -458 -464 
Foreign f inanc ing  ( n e t )  153 210 201 289 31 7 
Domestic f i n a n c i n g  ( n e t )  4  3 2 9  21 169 147 

Financ ia l  system ( 4 0 )  (38) ( 4 4 )  (166)  (133) 
Bonded deb t  ( 4 )  (-3) (-11) (-13) (22) 
Other and r e s i d u a l  (-1) (-6) (-12) (16) (-8) 

Sources: Cen t r a l  Bank of  Honduras; Minis t ry  of Finance and P u b l i c  
C r e d i t ;  and Fund s t a f f  e s t ima te s .  

1/ Inc ludes  funds on-lent  t o  r e s t  of p u b l i c  s e c t o r .  - 
2/ All t r a n s f e r s  from C e n t r a l  Government. - 
3/ Inc ludes  IHSS, UNAH, I N A ,  PANI, JNBS, INFOP, IJPM, IJUPEMP, 

~ d G c r e d i t o  (beginning  i n  1977),  and C D I  (beginning  i n  1978). 
4/ Inc ludes  COHDEFOR, ENEE, ENP, SANAA, FNH, INVA, COHBANA, HONDUTEL 

(bFginning 1976), BANASUPRO (beg inn ing  i n  1977),  IHCAFE ( b e g i n n i n g  i n  
1978),  and IHMA (beginning  i n  1978). 

5 /  Corresponds t o  t h e  o p e r a t i n g  s u r p l u s  of p u b l i c  e n t e r p r i s e s .  - 
61 Inc ludes  t r a n s f e r s  from f i n a n c i a l  p u b l i c  s e c t o r .  - 
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Table 25 .  Honduras: Centra l  Government Revenue 

( I n  mi l l ions  of lempiras) 

T o t a l  revenue 

Tax revenue 
Income t a x  

Corporate 
Ind iv idua l  

Proper ty  t a x  
Taxes on goods and 

s e r v i c e s  
Sales  t a x  
Beer 
Alcoholic beverages 
Sugar 
Petroleum d e r i v a t i v e s  
C i g a r e t t e s  
Mineral water  
Other 

  axes on i n t e r n a t i o n a l  t r a d e  
Import t a x e s  
Export t a x e s  

Bananas 
Coffee 
Other 

Other taxes 

Nontax revenue 

Current  t r a n s f e r s  
P r i v a t e  s e c t o r  
Publ ic  s e c t o r  
Abroad 

Cap i t a l  t r a n s f e r s  
Rest  of publ ic  s e c t o r  
Abroad 

Sources: Min i s t ry  of Finance and P u b l i c  Cred i t ;  and C e n t r a l  Bank o f  
Honduras. , 



- 75 - STATISTICAL APPENDIX 

Table 26. Honduras: Cent ra l  Government Expendi ture  

( I n  m i l l i o n s  of lempiras)  

T o t a l  e x p e n d i t u r e  

Curren t  expend i tu re  
Wages and s a l a r i e s  
Goods and s e r v i c e s  
I n t e r e s t  

Domestic 
Fore ign  

Current  t r a n s f e r s  t o  
P r i v a t e  s e c t o r  
p u b l i c  s e c t o r  - 11 
Abroad 

C a p i t a l  expendi ture  
Fixed c z p i t a l  format ion  
T r a n s f e r s  t o  

P r i v a t e  s e c t o r  
Pub l i c  s e c t o r  - 1/ 

Net l end ing  11 

Sources: Cen t r a l  Bank of Honduras; and Min i s t ry  of F inance  and 
Publ ic  C r e d i t -  

1/ Inc ludes  t r a n s f e r s  t o  t h e  f i n a n c i a l  pub l i c  i n t e r m e d i a r i e s .  - 
2 1  Inc ludes  funds on-lent  t o  r e s t  of p u b l i c  se,ctor. - 
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Table 27. Honduras: Central Government Current ~ransfers 
to the Public .sector 

(In millions of lempiras) 

Total public sector 

Local governments 

Decentralized agencies 
UNHA 
.I NA 
JNBS 
INFOP 
INJPM 
CDI 
Other 

Public enterprises 
HONDUTEL 

Sources: Central Bank of Honduras; and Ministry of Finance and 
Public Credit. 



Table 28. Honduras: Central Government Capital Transfers 
to the Public Sector 

(In millions of lempiras) 

Total public sector 

Financial public sector 
B ANADESA 
BMA 
FlNAVl 
CO NAD I 

Nonfinancial public sector - 3 9 - 4 6 - 4 5 - 64 - 6 3 

Local governments 2 1 2 4 6 

Decentralized agencies 
I NVA 
UNHA 
I NA 
JNBS 
EDUCREDITO 
PAN1 

Public enterprises 
ENEE 
SANAA 
HONDUTEL 
IMHA 
I HCAFE 
Other 

Sources: Central Bank of Honduras; and Ministry of Finance and 
public Credit- 
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Table 29. Honduras: Operations of the Social Security 
Institute (IHSS) 

(In millions of lempiras) 

Prel. 
1977 1978 1979 1980 1981 

Total revenue 
Social security contributions 
Other revenue 

Total expenditure 
Current expenditure 

Administrative 
expenditure 

Cost of health services 
Other benefits 

Capital expenditure 

Current account surplus 

Overall surplus 

Memorandum item 
Number of direct benefi- 

ciaries (in thousands) 

Sources: Social Security Institute (IHSS); and Central Bank of 
Honduras. 
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Table 30. Honduras: Summary Operations of Selected Public Enterprises 

(In millions of lempiras) 

Prel. Budget 
1978 1979 1980 1981 1982 11 

Electricity Corapany: ENEE 
Revenue from sales 6 1 7 9 106 
Operating surplus 2/ 2 1 34 36 45 4 4 
Capital expenditu;; .35 69 167 226 275 

,Forest Development 
Corporation: COHDEFOR 

Revenue from sales 38 42 35 3 9 3 6 
Operating surplus 21 11 15 1 9 -2 
Capital expenditure 11 5 9 14 2 1 

Telecommunications 
Corporation ;, HONDUTEL 

Revenue from s'ales 
Operating surplus 2/ 
Capital expenditur; 

Port Enterprise: ENP 
Revenue from sales 
Operating surplus 2/ 
Capital expenditure 

Coffee Institute: IHCAFE 
Revenue from sales 
Operating surplus 2/ 
Capital expenditure 

Water and Sewerage 
Corporation: SANAA 

Revenue from sales 
Operating surplus 21 
Capital expenditure 

Other public enterprises 
Revenue from sales 
Operating surplus 21 
Capital expenditurQ 

Total - 
Revenue from sales 
Operating surplus 2 /  
Capital expenditurg 

Sources: Centrsl Bank of Honduras; and Fund staff estimates. 

1/ In 1982 the operating surplus excludes projected depreciation 
aliowances estimated at 10 per cent above thet of 1981. 

2 1  After transfer payments to and from the Central Government. - 
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Table dl. Honduras: Detailed ~ccountb 'nf the Financial System 
i 

(In millions of lempiras) 

December 31 b r c h  31 
1977 1978 1979 1980 1981 1981 1982 

I. Central Bank 

International reserves (net) 273.6 311.3 363.0 231.5 21.0 237.9 -60.6 - - - -  
Foreign asset 6 380.3 373.4 -423.2 324.1 237.2 j10.2 201.3 
Net I W  position -10.0 15.3 15.4 -30;4 -77.6 -30.4 -133.5 
Short-tern 11 abilit ies -96.7 -77.4 -75.6 -62.2 -138.6 -41.9 -128.4 

Domestic a ~ s e t s  
Credit to Central Government (net) 
Credit 
Deposits 

Credit to rest of vublic sector (net) -. - - - - . . 
Credit 
Deposits 

Official capltal and resewes 
Credit to private sector 
Net credit to BANFINAH 
Credit to banks 

BARADESA 
C-rcial banks 
OWDI 
Specialized savlngh institutions and B M  

Subscriptions to international agencies 
Deposits of international agencles 
Unclassified assets (net) 

Asset 6 
Liabilities 

Counterpart unrequlted foreign exchange 
A1 location of SDRs 
Valuation adjustment Fund accounts 

Foreign lfabllities (m+dium- and long-term) 

Liabilities to banks 
Ce8h in vaults 

Liabilities to private sector and nonbank 
private financial intermediaries 

M n e g  
Currency in circulation 
Sight deposits 

Ti- and savings deposits 

Comwrclal Banks 

International reserves (net) 
Foreign orsets 
Short-term Il6bllitles 

Claims on Central Bank 
Cash In vaults 
Deposits 

DO-stic assets 
Net claims on Central Government 

A s H t  S 
L~abilltles ?/ 

~ e t  clalms on the rest of public sector 
Credit to rest of banking system 
Credit to nonbank prlvate financial 

intemediarles 
Credit to private sector 
Deposits of Internetional agencies 
Unclassified esret~ (net) 

Assets 
Liabilities 

Foreign liabilities (medium- and long-term) 

Liabilltler to Central Bank 

Liabilities to rest of banking system 



Table 31. Honduras: Detai led Accounts of  the F i n a n c i a l  System (Continued) 

( I n  m i l l i o n s  of lempiras)  

December 31 ba rch  31 
1977 197E 1979 1980 1981 1981 1982 

11. Commercial Banks (Concluded) 

puasi-money 
Time and sav ings  d e p o s i t s  
S p c i a l i r e d  savings 
o t h e r  d e p o s i t s  i n  l o c a l  currency 
D r p o s l t s  i n  f o r e l g n  exchange 
Bonds 
o t h e r  I l a b l l i t i e s  

~ a p i t n l  and re se rves  

111. National  Bank f o r  A ~ r i c u l t u r c l  D+velopwent (BANADESA)z/ 

International rese rves  ( n e t )  
Foreign a s s e t s  
short- term l i a b i l i t i e s  

Claims on Cen t ra l  Bank 
Cash i n  v a u l t s  
~ e p o s i t r  

D O D C S ~ ~ C  a s s e t s  
k t  c l a ims  on Central  Government 

AesetS 
L i a b i l i t i e s  21 

k t  c l a ims  on the  r e s t  of p u b l i ~ e c t o l  
A ~ Y  t S  
Liabilities 

o f f i c i a l  c a p i t a l  and r e s e r v e s  
Cred i t  t o  nonbank p r i v a t e  f i n a n c i a l  

j n t e m d i a r i c s  
Cred i t  t o  p r i v a t e  s e c t o r  
U n c h a r i f i e d  a s s e t s  ( n e t )  

A8aets 
L i a b i l i t i e s  

Foreign l i a b i l i t i e s  (medium- and long-tcrm)i l  

~ i a b i l i t l e r  t o  Cen t ra l  Bank 

L i a b i l i t i e s  t o  p r i v a t f  s e c t o r  and nonbank 
p r i v a t e  f i n u n c i a l  i n t e r m e d i a r i e s  - 29.1 - 29.2 31.0 35.8 

S inh t  d e p o s i t s  5.3 1.5 7.9 -7.3 
p u a a i w n e y  21.1 21.i 26.1 28.6 

Tiwe and sav ings  d t p o s i t s  (17.6) (15.E) (17.4)  (21.0) 
Other d e p o s i t s  In l o c a l  cu r rency  (0.3) (0.2)  (0 .1 )  (0.6)  
Deposi ts  i n  f o r e i g n  exchange (0.9) (1.6)  (0.6)  (0.8)  
B o d s  (3.6) (5.0) (4.1)  (2.5)  
Other o b l i g a t i o n s  (1.7)  (2.2)  (3.3)  (3.7) 

11,. Nat iona l  I n v c s t m n t  Corpora t ion  (CONADI) 

I n t c r ~ t i o n e l  r r s e r v t s  ( n e t )  -11.9 -13.2 -21.7 -50.7 - - - -  
Foreign a s s e t s  -- 0.E 0.9 1.0 
Foreign l i a b i l l t l e r  -11.9 -13.9 -22.6 -51.7 

Claims on Cen t ra l  Bank 
Cash i o  v a u l t s  
oepoa i t s  

D o . ~ s t i c  a s s e t s  
k t  c laims on Cen t ra i  Government L1 
Met clnims on r e s t  of p u b l i c  s e c t o r  
o f f i c i a l  c a p i t a l  and r e r r r v e s  
Cred i t  t o  r e s t  of banking Eystem 
credit t o  p r i v a t e  s t c r o r  
Unc lass i f i ed  a s s e t s  l n c ~ )  

A8.CtS 
L i a b f l i t i e c  

Foreign l i a b i l i t i e s  ( w l i u w -  a n l  long- te rn )  )Z.E PE.' 100.0 
~ i a b i l i t i e s  t o  Cen t r s l  Esnk -- - 0.7 - -- - 
L i a b i l i t i e s  t o  r c r t  of b n k i n e  system - 0.6 0.r - 0.7 

L j a b j l i t i e s  t o  p r i v a r t  s e c t o r  and nonbank 
r j v a t e  f i n a n c i s l  i n t t r ~ d i a r l e s  1L.i 22.t L6.6 28.5 

DePwsi t s  ~ ~ - 6 x -  -- --, 
8ords 
o the r  I i a b i l i t i c r  
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Table 31. Honduras: Detailed Accounts of the Pimncial System (Continued) 

(In millions of lempiras) 

December 31 March 31 
1977. 1978 1979 1980 1981 1981 1982 

V. Municipal Bank (Bu) 

International reserves (net) 
Foreign assets 
Foreign liabilities 

Claims on Central Bank 
Cash in vaults 
Deposits 

Domestic assets 
Net claims on Central Government 
Net claims on the rest of public sector 

Assets 
Liabilities 

Official capital and reserves 
Credit to rest of banking system 
Credit to private sector 
Unclassified assets (net) 

As- t 6 
Liabilities 

Foreign liabilities (mediuw and long-term) - 1 7 - 1.3 - 1.0 - 1.2 - 8.7 - 0.5 - 8.6 

Liabilities to central Bank 

Liabilities to rest of banking system 0.2 -- - -- - -- -- - - - - - - - 
Liabilities to prjvate sector 
Sight deposits 
Time and savings deposits 
Other deposits 
Bonds 
Other obliga tione 

Internatjonal reserves (net) 
Foreign assets 
Short-term liabili ties 

Claims on Central B e d  
Cash in vaults 
Deposits 

V I .  Specialized Savings Institut5ons 

Deposits vlth rest of banking system 0.3 0.4 2.7 -- -- -- -- - - - - - - - 
Domestic assets - 44.4 - 88.2 120.8 164.1 131.7 166.5 65.6 - - - - - 
Net clalms on Central Government 21 -0.7 0.9 1.3 3.2 5.3 4.9 -11.2 
Net claims on the rest of public sector -1.0 -1.8 -4.4 -17.1 -33.4 -21.2 -38.1 
Claims on the rest of banking system 1.9 6.2 2.2 4.3 2.4 3.8 6.0 
Credit to private sector 42.8 55.2 83.1 121.2 185.1 131.6 195.9 
Unclcssified assets (net) 1.4 5.1 6.0 9.2 4.7 12.6 13.9 

Assets (9.2) (19.6) (24.0) (52.5) (125.6) (59.2) (...) 
Licbilities (-7.8) (-14.5) (-18.6) (-43.3) (-120.9) (-46.6) (. . .) 

Foreign Iisbilities (mediuw and long-term) - 10.6 - 10.2 - 11.2 - 15.1 - 31.3 - 16.5 - 33.3 

Liebilitles to Central Bank -- -- - - 16.2 1o.e - 20.7 - 11.0 - 5.0 - - 
Liabilities to rest of banking system - 2.6 - 3.2 - 2.7 - 2.0 - 5.9 13.4 4.4 - - 
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Table 31. Honduras: Detailed Accounts of the Financial System (Continued) 

(In millions of lempiras) 

December 31 March 31 
1977 1978 1979 1980 1981 1981 1982 

V1. Specialized Savings institutions (Concluded) 

Liabilities to private sector 
Time and savings deposits 
Bonds 
Deposits in foreign exchange 
Other obligations 
Cap1 tal and reserves 

International reserves (net) 
Foreign assets 
Net IMF position 
Short-term liabilities 

Domestic assets 
Net claims on Central Government 

Assets 
Liabilities 21 

Net claims on the rest of public sector 
Assets 
Liabilities 

Credit to nonbank private financial 
intermediaries 

Credit to private sector 
Net credit to BANFINAN L/ 
Subscr3ptions to international agencies 

(net) 
Subscriptions to international agencies 
Deposits of international agencies 

Official capital and reserves 
Unclassified assets (net) 
Interbank float 

Counterpart unrequjted foreign exchange 
Allocation of SDRs 
Valuation adjustment Fund accounts 

Foreign IiabilitieE (medium- and long-term) 

Liabilities to prlvate sector and nonbank 
private financial intermediaries 

Money 
Currency in circulation 
Sight deposits 

Qua si-money 
Time and savings deposits 
Specialized savings 
Other deposits in local currency 
Deposits in foreign exchange 
Bonds 
Other obligations 

Capltal and reserves 

Consolidated Banking System 
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T a b l e  31. Honduras: Detai led Accounts of the ~ i n e n c i a l  System (Concluded) 

( I n  m i l l i o n s  of lempiras)  

December 31 
1977 1978 1979 1980 1981 

VIII. P r i v a t e  Nonbank F inanc ia l  I n t e r m e d i a r i e s  5/ 

~ e t  f o r e i g n  a s s e t s  
A s s e t s  
Short- term l i a b i l i t i e s  

Currency and d e p o s i t s  

Domestic a s s e t s  - - - - -  105.8 116.1 138.6 160.3 197.8 
Net c l a i m s  on Cent ra l  Government 21 4.8 7.0 7.6 8.3 10.9 
Net c l a i m s  on t h e  r e s t  of pub l ic  s e c t o r  -- -- -0.2 -0.2 -0.2 
C r e d i t  t o  p r i v a t e  s e c t o r  80.3 92.3 105.9 111.6 '124.3 
~ n c l a s s l f i e d  a s s e t s  ( n e t )  20.7 16.8 25.3 40.6 62.8 

L i a b i l i t i e s  t o  banks 
Commercial banks 
BANADE SA 

12.5 12.3 12.8 18.0 20.0 Fore ign  l i a b i l i t i e s  (medium- and long-term) - - - 
L i a b i l i t i e s  t o  p r l v a t e  s e c t o r  
Time and s a v i n g s  d e p o s i t s  
Other o b l i g a t i o n s  
C a p i t a l  and r e s e r v e s  

I X .  Consol idated F i n a n c i a l  System 

Net i n t e r n a t i o n a l  r e s e r v e s  of t h e  banking 
system 199.6 271.0 237.8 123.2 -18.1 - - - - -  

Other f o r e i g n  a s s e t s  ( n e t )  - -2.4 - 1 .O - 3.0 - -- -0.4 - 
Domestic a s s e t s  1,313.1 1,539.1 1.808.2 2,099.6 2,482.1 
Net c la ims  on C e n t r a l  Government 21 110.9 171.1 193.1 294.0 631.0 
Net c la ims  on t h e  r e s t  of p u b l i c  s e c t o r  0.8 -11.3 11.4 35.3 9.0 
O f f i c i a l  c a p i t a l  and r e s e r v e s  -163.6 -186.1 -222.2 -259.6 -306.4 
Cred i t  t o  ~ r i v a t e  s e c t o r  1.116.4 1,291.0 1,462.3 1,573.7 1.712.0 - - - - - - . - - -  

Net c r e d i t  t o  BANFINAN I/ -- -- -- -- 50.2 
Subscr ip t ions  t o  i n t e r n a t i o n a l  agenc ies  ( n e t )  25.7 23.4 32.4 27.2 33.1 
~ n c l a s s i f i e d  a s s e t s  ( n e t )  208.1 ,' 227.2 302.0 416.4 539.7 
Interbank f l o a t  10.8 23.8 29.2 12.6 13.5 

Counterpart  unrequ i ted  f o r e i g n  exchange - 1 6 . 7  36.5 30.L 38.8 48.3 
~ l l o c a t i o n  of SDRs 19.8 20.9 30.7 40.4 45.7 
Valuat ion adjustment  Fund accounts  -3.1 -6.4 -0.1 -1.6 2.6 

Foreign l i a b i l i t i e s  (medium- and long-term) 345.7 405.4 493.0 551.5 

L i a b i l i t i e s  t o  p r l v a t e  s e c t o r  
Honey 
.Time, sav ings ,  and o t h e r  d e p o s i t s  
Less: currency and d e p o s i t s  of nonbank 

private ,  f i n a n c i a l  i n t e r m e d i a r i e s  -7.1 -8.6 -6.9 -4.4 -3.8 
Bonds 54.3 78.1 102.0 68.6 68.1 
Other ob i iga  t i o n s  73.5 92.8 109.6 129.2 155.1 
Cap j ta l  and r e s e r v e s  133.7 160.2 188.9 208.3 227.4 

Source: C e n t r a l  Bank of Honduras. I 

1 /  Ek?JFlKAN, a former p r i v a t e  commerciel t a n k ,  w6s l e g a l l y  d e c l a r e d  bankrupt  i n  Decem- 
bef 1980. S ince  June 1981, t h e  Superintendency of Banks has  exc luded  BANFINAH'e eccounts  
from the banking system accounts .  

2/ Inc ludes  t r u s t  fund loans  from t h e  C e n t r a l  Government and ,  i n  t h e  c a s e  of CONADI i n  
]9gl ,  e l s o  i n c l u d e s  c e n t r a l  government l o s n s  f o r  e x t e r n a l  d e b t  s e r v i c e  payments. 

3/ In  Apr i l  1980, t h e  former National  Development Bank (BAMFOH) was t r a n s f o m e d  i n t o  
BGADESA. 

4/ D i f f e r s  from t h e  ba lance  s h e e t  v a l u e s  by t h e  e x c l u s i o n  of f u t u r e  i n t e r e s t  payments. 
~ h z  counte rper t  adjustment  was made i n  u n c l a s s i f  l e d  l i a b i l i t i e s .  

51 Inc ludes  s a v i n g s  and l o a n  c o o p e r a t i v e s ,  i n s u r a n c e  companies ,  and t h e  Honduran 
~ e z e r e t  ion of Housing Coopera t ives  (FEHCOVIL) . 



Table 32.  Honduras: Cent ra l  Bank Credi t  t o  Rest of Banking System 

( I n  m i l l i o n s  of lempiras )  

T o t a l  

General r ed i scoun t s  

Spec ia l  r e d i s c o u n t s  
Commercialization and 

product  ion  
Export f i nanc ing  
Basic  g r a i n s  
Recons t ruc t ion ,  " F i f i "  
Commercialization of r i c e  
Import of urea 
Import of co rn  
Import of f e r t i l i z e r s  
Cot t on  
Other 

Transport  

Financing of c o f f e e  
product ion  and 
commercial izat ion 

Livestock development 

I l l i q u i d i t y  

Other loans and inves tments  

Source: Cen t r a l  Bank of Honduras. 
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Table 33. Honduras: Financia l  Syswm Maximum I n t e r e s t  Ra tes  

( I n  per  cen t  per  annum) 

Feb. 1972- Mar.-Sept. Sept.  1974- Dec. 1978- Sept.  1979- Mar. 1980- May 1982 
Mar.1974 1974 ~ e c .  1978 Sept. 1979 Mar. 1980 May 1982 t b  Date 

Lending r a t e s  
I n s t a l l m e n t  l o a n s  Up f O  

one v e e r  wi th  i n t e r e s t  
payments c o l l e c t e d  i n  
advance 1/ 
up t o  L 1 ,000 2/ 
Over L 1,000 and u p  

t o  L 2,500 2/ 
Other l o a n s  21 

Up t o  L 1 ,000 
Over L 1,000 and up 

t o  L 2,500 
Over L 2,000 

Spec ia l  r a t e s  
Product ion,  s e r v i c e s ,  

t r a n s p o r t a t i o n .  communica- 
t i o n ,  and r e a l  e s t a t e  21 9.0 

Commerce and consumption 3/ Free 
Housing loans  (under  L 80,000) 

Up t o  10  y e a r s  10.0 
More than 1 0  and UP 

t o  1 5  yea r s  30.0 
More than 1 5  y e a r s  11 .O 

9.0 
Free  

Discount r a t e s  

F r e e  
8.0-10.0 

Deposit  r a t e s  
S a v i m s  d e p o s i t s  
Time and c e r t i f i c a t e s  of 

F r e e  
8.0-11 .O 

F r e e  
8.0-11.0 

F ree  
8.0-14.0 

F ree  
8.0-10.0 

depos i t  4/ 
Under 3 months 
From 3 months t o  under  

6 w n t h s  
From 6 Lonths t o  under 

12 months 
From 12 months t o  under 

18 w n t h s  
From 1 8  months t o  under 

24 m n t h s  
From 24 months and over  
Over 6 m n t h s  and a  minimum 

of L 50,000: F ree  41 

Fixed ren t  t i t l e s  - 
Source: Centra l  Bank of Honduras. 

11 The r a t e s  a r e  roughly equ iva len t  t o  t h e  maximum r a t e s  of o t h e r  l o a n s .  - 
21 Only one category "up t o  L 5,000" s t a r t i n g  from March 1980. - 
31 The r a t e s  f o r  t h e s e  loans  f inanced wi th  f o r e i g n  funds  have moved a e  f o l l o v s :  from October 1979 

unFj1 nay 1980 they had a  maximum of 3.5 percentage p o i n t s  above t h e  e x t e r n a l  r a t e  c o n t r a c t e d ;  f ro=  Nay 
t o  Noveaber 1981 the  maximum r a t e  VeE 3.5 percen tage  p o i n t s  above t h e  c o s t  of funds  o r  19 p e r  cen t  vhich-  
ever was h igher ;  s ince  November 1981 th l s ' l end ing  r a t e  h a s  been f r e e .  

4/ m e n  not sub jec t  t o  l i m i t s ,  t h e  r a t e s  shovn r e p r e s e n t  t h e  a c t u e l  rerige of v a r i a t i o n .  - 
51 s j n c ~  May 3981 a l l  d e p o s i t  r a t e s  s r e  f r e e .  - 
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Table 34. Honduras: C e n t r a l  Bank Rediscount R a t e s  1/ - 
( I n  per  c e n t  per  annum) 

Dec. 1978- Nov. 1981- Feb.- May 1982 
Nov. 1981 Feb. 1982 May 1982 t b  Date 

P r o d u c t i o n  
Genera l  
Bas i c  g r a i n s  

Domestic communication 
pre-expor t  and e x p o r t s  9.0 15.0 15.0 15.0 

S p e c i a l  T r u s t  Funds 
Housing loans  under L 80,000 

Up t o  15-year m a t u r i t y  8.0 8.0 8.0 10.0 
More t h a n  15-year 

m a t u r i t y  9.0 9.0 9.0 10.0 
Transpor t  7.0 - -- -- 
Small i n d u s t r y  6.0 -- - -- 

Funds on-lent  from IBRD 
C a t t l e  and a g r i c u l t u r a l  

development 6.0 6.0 10.0 12.0 
Nat iona l  Fund f o r  Indus- 

t r i a l  Development 
( FOhQE I ) 7.0-9.0 11.0-13.0 12.0-14.0 12.0-14.0 

16.0 
Advances f o r  i l l i q u i d i t y  .. . 21  16.0 16.0 o r  24.0 - 

Source: Cen t r a l  Bank of Honduras. 

1/ The p e r i o d s  shown a r e  o n l y  approximate f o r  some o f  t h e  r a t e s .  - 
21  From May t o  November 1981,  t h e  r a t e  was g r a d u a l l y  lowered from 

2 l p e r  cen t  t o  16 p e r  c e n t .  
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Table 35. Honduras: Legal Reserve *eltion of Financial Intemedaries 1/ 

In Millions of Lempiras 
Obliea t ions - 
Subject to As Per Cent of Obligations 
Reserve Actual Reserves Net Excess Net Excess 
Require- Required Cash and or Defi- Required Actual or Defi- 
ments Reserves Deposits Bonds Total cjency (-) Reserves Reserves ciency (-1 

I. Comercial Banks 

December 

1978 770.8 243.4 101.7 148.1 249.8 6.4 31.6 32.4 . 0.8 
1979 816.3 268.6 108.1 160.9 269.0 0.4 32.9 33.0 0.1 
1980 897.1 245.2 58.8 188.0 246.8 1.6 27.3 27.5 0.2 
1981 941.5 264.4 102.4 180.5 282.9 18.5 28.1 30.0 1.9 

October- 
December 2/ 

, 1979 798.1 257.5 73.7 155.1 228.8 -28.7 32.3 28.7 -3.6 
1980 845.4 237.6 61.6 166.8 228.4 -9.2 28.1 27.0 -1.1 
1981 916.5 257.6 78.0 179.1 257.1 -0.5 28.1 28.0 -0.1 

January-March 2/ 
1980 808.9 272.5 81.9 164.2 246.1 -26.4 33.7 30.4 -3.2 
1981 ' 884.5 247.1 64.9 184.9 249.8 2.7 27.9 28.2 0.3 
1982 924.5 262.5 62.5 194.7 257.2 -5.3 28.4 27.8 -0.6 

11. Development Banks and Savlngs Institutions 

December 
1978 76.1 18.3 20.4 4.8 25.2 .6.9 24.0 33.1 9.1 

October- 
December 2/ 

1979 104.3 27.4 13.1 8.1 21.2 -6.2 26.2 20.3 -6.0 

January-March 2/ 
1980 120.7 29.1 22.2 10.8 33.0 3.9 24.1 27.3 3.2 
1981 101.0 30.5 13.6 15.5 29.1 -1.4 30.2 28.8 -1 -4 

December 
1978 846.9 261.7 122.1 152.9 275.0 13.3 30.9 32.5 1.6 
1979 920.6 298.9 124.3 171.4 295.7 -3.2 32.5 32.1 -0.4 
1980 996.4 274.2 77.1 202.2 279.3 5.1 27.5 28.0 0.5 
1981 1,048.9 295.1 92.8 188.9 281.7 -13.4 28.1 26.8 -1.3 

October- 
December 21 

1 9 7 9  902.4 284.9 86.8 163.2 250.0 -34.9 31.6 27.7 -3.9 
1980 942.8 266.3 78.6 178.2 256.8 -9.5 28.2 27.2 -1 -0 
1981 1,022.0 288.9 68.8 185.2 254.0 -34.9 28.3 24.9 -3.4 

January- 
March 21 

1 9 8 0  - 929.6 301.6 104.1 175.0 279.1 -22.5 32.4 30.0 -2.4 
1981 985.5 277.6 78.5 200.4 278.9 1.3 26.2 28.3 0.1 
1982 1,034.0 293.6 64.8 203.0 267.8 -25.8 28.4 25.9 -2.5 

Sources: Centrsl Bank of Honduras; and Superintendency of Banks. a, 
I/ Computed on en eversge monthly basis. - 
21 Average for the quarter. - 



T a b l e  36. Honduras: D e s t i n a t i o n  of Banking Sys tem C r e d i t  
t o  t h e  P r i v a t e  S e c t o r  11 

( I n  m i l l i o n s  of  l e m p i r a s )  

T o t a l  A/ - 973.4 1,108.8 1,241.7 1,310.7 1 ,420.9  - 
~ g r i c u l  t u r e  177.1 200.7 238.1 261.8 233.5 

Coffee  (60.8) (61.7) (87.7) (79.9) (58.9) 
Co t ton  (16.8) (18.9) (21.2) (24.2) (23.1) 
Bas i c  g r a i n $  (31.2) (38.0) (41.6) (52.0) (44.8) 
Other  (68.3) (82.1) (87.6)  (105.7) (106.7) 

L i v e s t o c k  74.0 74.8 78.8 79.2 81.7 
F i  s h i n g  25.7 29.8 25.7 19 .8  17.6 
Mining 1.1 0.9 2.7 1.3 1.3 
~ a n u f a c t u r i n g  201.4 233.6 243.7 256.9 323.4 
T r a n s p o r t a t i o n  and communications 22.8 26.1 45.8 42.1 41.4 
Other  s e r v i c e s  73.7 80.3 110.5 99.7 102.4 
~ ~ ~ ~ t r u c t l o n  and r e a l  e s t a t e  170.5 187.5 228.8 260.7 313.1 
Commerce 176.8 219.1 ,204.9 220.4 223.1 
Consumption 35.3 41.0 46.8 . 50.4 55.4 
~ n c l a s s i f i e d  15.0 15.0 15.9 18.4 28.0 

(As p e r  c e n t  of t o t a l )  

A g r i c u l t u r e  18.2 18.1 
Coffee (6.3) (5.6) 
Co t ton  (1.7)  (1.7)  
Bas i c  g r a i n s  (3.2)  (3.4)  
Other  (7.0)  (7.4)  

L ives tock  7.6 6.7 
F i  s h i n g  2.6 2.7 
Mining 0.1 0.1 
Manufac tur ing  20.7 21.1 
T r a n s p o r t a t i o n  and communicat ions 2.3 2.3 
Other  s e r v i c e s  7.6 7.2 
C o n s t r u c t i o n  and r e a l  e s t a t e  17.5 16.9 
Commerce 18.2 19 .8  
Consumption 3.6 3 . 7 '  
U n c l a s s i f i e d  1.6 1.4 

Source:  C e n t r a l  bank o f  Honduras.  

1/ I n c l u d e s  o n l y  l o a n s  and d i s c o u n t s  and t h e r e f o r e  t h e  t o t a l  f i g u r e  d i f -  
f e r s  from t h e  t o t a l  c r e d i t  t o  t h e  p r i v a t e  s e c t o r  which  a p p e a r s  i n  t h e  con- 
s o l i d a t e d  banking sys tem a c c o u n t s  ( S t a t i s t i c a l  Appendix T a b l e  3 1 ) .  
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Table 37.  Honduras: D i s t r i b u t i o n  of t h e  Domestic Bonded Debt 

( I n  m i l l i o n s  of l empi ras )  

- December- 31 
1977 1978 1979 1980 1981 

T o t a l  - 409.2 533.9 679.4 784.9 991.9 - --- 
C e n t r a l  government bonds 
By - h o l d e r  

C e n t r a l  Bank 2/ 
Commerci a 1  banks 
BANAMSA- 
Other  c r e d i t  i n s t i t u t i o n  
In su rance  companies 
lHSS 
R e s t  of p u b l i c  s e c t o r  
~ i n d i c a & r a  BANFIM 
P r i v a t e  s e c t o r  

Loca l  government bonds 
By h o l d e r  

Centraz Bank 
Other  c r e d i t  i n s t i t u t i o n s  
Res t  of -publ ic  s e c t o r  
P r i v a t e  s e c t o r  

Other  p u b l i c  s e c t o r  bonds 
By ho lde r  

Cen t r a l  Bank 
Teachers  ' Pension Fund 
P r i v a w  s e c t o r  
IHSS and INJUPPI 

By deb to r  
ENEE 
SANAA 
ENP 
HONDUTEL 
lHMA 
INVA 

Bank bonds 
By ho lde r  

Cen t r a l  Bank 
Commercial banks 
Other c r e d i t  i n s t i t u t i o n s  
P r i v a t e  s e c t o r  
Res t  of publ ic  s e c t o r  

Sources:  Cent ra l  Bank of Honduras; and Super in tendency  o f  Banks. 

11 lnc ludas  Development Fund Bonds. - 
2 /  Excludes Me ta l l i c  Coin Consol ida ted  Bonds. - 
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Table  39. Honduras: Balance of Pdyments, 1977-81 

( I n  m i l l i o n s  of U.S. d o l l a r s )  

1977 1978 1979 
C r e d i t  Debit Balance Cred i t  Debit  Balance C r e d i t  Debi t  Balance  

Cur ren t  account  -128.7 - -155.9 - -192.0 - 
Goods and s e r v i c e s  -- 593.9 736.7 - 707.9 881.1 -173.2 859.3 1,071.8 -212.5 
Merchandise t r a d e ,  f . 0 .b -  , 529.8 550.1 -20.3 627.6 654.5 -26.9 756.5 783.4 -26.9 
F r e i g h t  and merchand i se  1 

i n su rance  4.5 48.9 -44.4 5.3 57.0 -51.7 6.5 68.6 -62.1, 
T r a v e l  13.8 21.5 -7.7 16.8 23.2 -6.4 20.9 28.7 -7.8 
D i r e c t  inves tment  income -- 39.1 -39.1 . -- 47.2 -47.2 -- 68.1 -68.1 
I n t e r e s t  and d i v i d e n d s  12.2 42.1 . -29.9 17.8 56.2 -38.4 19.7 72.0 -52.3 
Other  government s e r v i c e s  5.1 2.4 2.7 6.2 3.0 3.2 6.7 3.2 3.5 
Other  t r a n s p o r t a t i o n  

and o t h e r  p r i v a t e  
s e r v i c e s  28.5 32.6 -4.1 34.2 40.0 -5.8 49.0 47.8 1.2 

Unrequested t r a n s f e r s  - 20.6 6.5 - 14.1 ?5.4 8.1 - 17.3 - 35.6 15.1 - 20.5 
P r i v a t e  8.2 3.7 4.5 9.4 4.2 5.2 14.4 7.5 6.9 
P u b l i c  12.4 2.8 . 9.6 16.0 3.9 12.1 21.2 7.6 13.6 

C a p i t a l  account  202.3 - 165.4 242.8 

... ... ... ... ... ... P r i v a t e  c a p i t a l  - - - 67.0 - - - - 48.2 84.8 -- 28 .2  -- - D i r e c t  inves tment  8.9 -- 8.9 8.2 8.2 28.2 

Medium and long-term 
1 oans 62.7 34.5 28.2 68.0 30.7 37.3 87.7 56.2 31.5 ... ... ... ... ... Short-term l o a n s  ... 29.9 2.7 25.1 

O f f i c i a l  c a p i t a l  - 90.8 - 14.2 - - -  104.7 135.6 100.4 76.6 126.3 21.6 
Cen t r a l  Government 21 47.9 8.5 39.4 91.2 11.2 8 0 - 0  81.3 11.6 69.7 
Res t  of g e n e r a l  

government 1 .3  0.3 1.0 2.5 0.3 2.2 -- 0.2 -0.2 

S t a t e  e n t e r p r i s e s  39.1 5.4 33.7 32.0 10.1 21.9 54.3 17.9 36.4 
Short-term l o a n s  2.5 2.5 0.6 -- -- 0.6 -- 5.5 -5.5 

F i n a n c i a l  sys tem 
Cen t r a l  Bank 21 
Other  o f f i c i a i  banks 
P r i v a t e  banks and 

sav ings  i n s t i t u t i o n s  30.3 8.0 22.3 17.3 32.9 -15.6 36.5 21 - 4  15.1 
Rest  of f i n a n c i a l  ... ... ... ... ... ... system 4.0 -1.8 -0.8 

T ransac t ions  w i t h  non- 
monetary i n t e r n a t i o n a l  
agenc ie s  - 5.4 - 5.7 ?2!2 - 15.3 - 14.1 - 1.2 - 3.0 - 7.5 -4.5 - 

A l l o c a t i o n  of SDRS -- -- - - 4.9 - 
Net e r r o r s  and omiss ions  -17.5 - 9.4 - -29.9 - 
Overa l l  ba lance  
Chsnge i n  n e t  o f f i c i a l  i n t e r -  

n s t i o n a l  r e s e r v e s  ( i n c r e a s e  - )  
Exte rna l  debt  a r r e a r s  -- -- -- 



Table 39. Honduras: Balance of Payments, 1977-81 (Concluded) , 

( I n  m i l l i o n s  of U.S. d o l l a r s )  

1980 1981 
Cred i t  Debit Balance C r e d i t  Deb i t  Balance  

Current  account 

Goods and s e r v i c e s  
Merchandise t r a d e ,  f -0.b. - . -~ - 

F r e i g h t  and merchandise  in su rance  
Tr ave 1 
D i r e c t  lnves tment  income 
l n t e r e s t  and d i v i d e n d s  
Other government s e r v i c e s  
Other t r a n s p o r t a t i o n  and o t h e r  

p r i v a t e  s e r v i c e s  

Unrequested t r a n s f e r s  
F'rivate 
Pub l i c  

C a p i t a l  account 

P r i v a t e  c a p i t a l  
D i rec t  investment 
Medium and long-term loans  
Short-term loans  

O f f i c i a l  c a p i t a l  
Cen t ra l  Government 21 
Rest of gene ra l  government 
S t a t e  e n t e r p r i s e s  
Short-term loans  

F i n a n c i a l  system 
Cen t ra l  Bank 21 
Other o f f i c i a i  banks 
P r i v a t e  banks and s a v i n g s  

i n s t i t u t i o n s  
Rest of f i n a n c i a l  system 

Transac t ions  v j t h  non- 
monetary j n t e r n a t i o m l  
agencies  

Al loca t ion  of SDRS 

Net e r r o r s  and omiss ions  

Overa l l  balance 
Change i n  ne t  o f f i c i a l  i n t e r -  

n a t i o n a l  r e se rves  ( i n c r e a s e  - )  
Exte rna l  debt a r r e a r s  

sources :  c e n t r a l  Bank of Honduras;  and Fund s t a f f  e s t i m a t e s .  

1/ ~ i f f ~ r s  from corresponding s t a t l s t i c s  i n  e x t e r n a l  debt t a b l e  by e s t i m a t e d  amounts of e x t e r n a l  deb t  - 
ar rea rs ;  ~ ~ 9 5 . 7  m i l l i o n  f o r  p r i v a t e  s e c t o r  w i t h  p u b l i c  gua ran tee  and USS5.5 m i l l i o n  f o r  CONADI. 

2 /  ~ ~ ~ ~ ~ f ~ r s  of t h e  Venezuelan Investment Fund from t h e  C e n t r a l  Eank t o  t h e  C e n t r a l  Government a r e  
recorded es drawings of t h e  C e n t r a l  Government and a m o r t i z a t i o n  payments of t h e  C e n t r a l  Bank. 
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T a b l e  40. Honduras: Value, Volume, a& Unit Value of P r i n c i p a l  Expor ts  

(Value i n  mi l l ions  of U.S. d o l l a r s ;  u n i t  value  i n  U.S. d o l l a r s )  

P r e l  . 
1977 1978 1979 1980 1981 

T o t a l  e x p o r t s ,  f .o.b. 529.8 627.6 756.5 849.1 795.0 - - - - - 
Coffee  168.2 211.0 196.9 204.1 172.2 

Volume ( thousands  of q u i n t a l s )  791.0 1,250.0 1,436.0 1,234.0 1,475.0 
U n i t  v a l u e  ( p e r  pound) 2.13 1.67 1.35 1.63 1.15 

Bananas 13b.2 142.1 199.9 228.0 217.5 
Volume ( m i l l i o n s  of 40-lb. 

boxes)  39.0 39.4 49.2 47.5 42.2 
Uni t  va lue  ( p e r  box) 3.34 3.6 4.06 4.8 5.15 

Wood 47.2 42.3 42.1 36.2 43.2 
Volume ( thousands  of cubic  

me te r s )  445.0 358.0 336.0 269.0 292.0 
Uni t  v a l u e  ( p e r  cubic  meter)  105.8 118.2 125.1 134.6 147.8 

Meat 21.7 38.8 60.8 60.8 46.5 
Volume ( m i l l i o n s  of kilograms) 17.6 22.6 30.0 28.6 23.8 
Uni t  value  ( p e r  kilogram) 1.23 1.71 2.03 2.12 1.95 

Lead and z inc  20.2 20.0 '27.5 19.9. 19.4 
Volume ( m i l l i o n s  of pounds) 83.6 83.1 80.3 59.2 54.7 
Uni t  va lue  ( p e r  pound) 0.24 0.24 0.34 0.34 0.35 

S i l v e r  11.8 10.9 17.2 31.8 23.3 
Volume ( m i l l i o n s  of t roy 

ounces) 2.7 2.1 2.5 1.6 1.6 
Uni t  va lue  ( p e r  ounce) 4.37 5.19 7.0 19.6 14.5 

Shrimp and l o b s t e r  15.2 15.6 24.3 23.4 26.3 
Volume ( m i l l i o n s  of kilograms) 3.3 2.5 2.7 3.3 3.6 
Uni t  va lue  ( p e r  kilogram) 4.61 6.24 9.04 7.15 7.2 

Soap 11.5 13.7 16.5 20.5 13.0 
Volume ( m i l l i o n s  of k i lograms)  21.3 23.9 24.1 19.8 13.7 
Unit  v a l u e  ( p e r  kilogram) 0.54 0.57 0. 68 1.04 0.95 

Cot ton 6.8 15.6 11.3 13.5 12.5 
Volume ( m i l l i o n s  of k i lograms)  5 -1 13.0 7.9 8.8 7.8 
Unit  va lue  ( p e r  kilogram) 1.33 1.19 1.43 1.53 1.60 

Tobacco 9 -1 9.0 12.1 13.7 13.4 
Volume ( m i l l i o n s  of k i lograms)  4.5 4.4 4.5 4.6 4.5 
Unit v a l u e  ( p e r  kilogram) 2.0 2.05 2.69 2.99 2.97 

Sugar 3.8 5.5 13.3 29.4 46.6 
Volume ( m i l l i o n s  of k i lograms)  19.7 22.6 55.2 81.5 8 3  1 
Unit  va lue  ( p e r  kilogram) 0.19 0.24 0.24 0.36 0.56 

Other 11 84.1 103.1 134.6 167.8 161.1 

Source: C e n t r a l  Bank of Honduras. 

11 I n c l u d e s  r e -expor t s  and z d j u s t m e n t s  f o r  u n d e r v a l u a t i o n  and coverage.  - 
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Table 41. Honduras: D i s t r i b u t i o n  of Expor ts ,  f .o.b., 
by Des t ina t ion  

(As pe r  cent  of t o t a l ) l /  I - \ 

P r e l .  
1977 1978 1979 1980 1981 

T o t a l  e x p o r t s  3 
United S t a t e s  48.9 5 5 0  7 58. 8 52.2 54.8 

Other Western Hemisphere 
CACM c o u n t r i e s  
T r in idad  and Tobago 
Venezuela 
Dominican Republic  
P an ama 
Jamaica 
Other 

Europe 
Germany, Federa l  

Republ ic  of 
Netherlands 
Belgium 
I t a l y  
Spa i n  
France 
Other 

Other c o u n t r i e s  
Japan 
Other 

'I 

Source: Cen t r a l  Bank of Honduras. 

1/ I n d i v i d u a l  f i g u r e s  do n o t  n e c e s s a r i l y  add up t o  t o t a l s  due t o  
rounding. 

2 1  Based on t o t a l s  exc lud ing  both r e - expor t s  and ad jus tmen t s  fo r  
unzervaluat ion and coverage.  
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Table  42.  Honduras: Economic Clas 's i ' f icat ion of Imports ,  c  .i .f . 

P r e l  . 
( I n  m i l l i o n s  of U.S. d o l l a r s )  

T o t a l  i m p o r t s ,  c . i . f .  - 599.0 711.5 - 852.0 1,045.3 973.1 

Consumer goods 
Durables  
Nondurables  

Raw m a t e r i a l s  
A g r i c u l t u r e  
Manufactur ing 

L u b r i c a n t s  and f u e l s  
C a p i t a l  goods 

A g r i c u l t u r e  
Manufactur ing 
Transpo r t  
Cons t ruc t  i on  

Other 11 - 
(As pe r  c e n t  of t o t a l ) 2 /  - 

Consumer goods 24.0 23.9 23.5 23.3 24.1 
I n t e r m e d i a t e  goods 44.3 43.0 , 45.7 46.1. 48.7 

Of which: l u b r i c a n t s  
and f u e l s  (12.2) (11.0) (13.6) (16.8) (17.3) 

C a p i t a l  goods 31.7 33.1 30.8 30.6 27.2 

( R a t i o s  i n  pe r  c e n t )  

T o t a l  impor t s ,  c.i.f./GDP 
a t  market p r i c e s  38.8 39.3 39.6 41.2 35.5 

Consumer goods impor t s /  
domest ic  consumption 11.5 12.0 12.1 11.9 10.2 

Cap i t a l  goods impor t s /  t o t a l  
f i xed  c a p i t a l  fo rmat ion  48.0 46.6 43.3 45.5 37.8 

Sources: C e n t r a l  Bank of Honduras; and S t a t i s t i c a l  Appendix Table  14. 

1/ Inc ludes  a d j u s t n e n t s  f o r  u n d e r v a l u a t i o n  and coverage .  - 
21  Excludes u n c l a ~ s i f i e d  and ad jus tmen t s .  - 
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Table 43. Honduras: D i s t r i b u t i o n  of Imports,  c. i .f . ,  by O r i g i n  

( ~ b  per  c e n t  of t o t a l ) l /  - 

P r e l  . 
1977 1978 1979 1980 1981 

North America 
United S t a t e s  
Canada 

Other Western Hemisphere 
CACM c o u n t r i e s  
T r in idad  and Tobago 
Venezuela , 

Mexico 
B r a z i l  
Colombia 
Other 

Europe 
Germany, Fede ra l  

Republic  of 
United Kingdom 
Netherlands 
Belgium 
I t a l y  
Spain 
France 
Other 

Other c o u n t r i e s  
Japan 
Other 

Source: Cen t r a l  Bank of Honduras. 

1/ Ind iv idua l  f i g u r e s  do n o t  n e c e s s a r i l y  add up t o  t o t a l s  due t o  
ro<nd ing . 

2 /  Excludes ad jus tmen t s  f o r  u n d e r v a l u a t i o n  and coverage.  - 
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Table 44. Honduras: VisiWe Trade w i t h  t h e  
Central  American Common Market 

( I n  mi l l ions  of U.S.  d o l l a r s )  

P r  el. 
1977 1978 1979 1980 1981 

Expor ts ,  f .o.b. l /  
By d e s t i n a t i o n :  
c b s t a  Rica  
Guatemala 
Nicaragua 

By commodity: 
Soap 
Barbed wire 
T e x t i l e s  
Natural  and 

vulcanized rubber 
Edible  corn s t a r c h e s  
Organic compounds 
Plywood 
F r u i t  j u i c e s  
Crown corks  and 

metal  s toppers  
Glucose and dex t rose  
Other 

Imports,  c . i e f . l /  
By o r ig in :  
Costa Rica 
Guatemala 
Nicaragua 

By commodity: 
Foodstuffs ,  beverages,  

and tobacco 
Raw mate r i a l s  
Chemicals 
Manufactures 
Capi ta l  goods 

Trade balance 
Costa Rica 
Guatemala 
Nicaragua 

Source: Cen t ra l  Bank of  Honduras. 

1/ Excludes adjustments f o r  underva lua t ion  and coverage.  - 
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Table 46. Honduras: Amounts, ~verade Terms, and Grant Element 
of New Commitments of the External Public Debt, 1977-81 

Amount 
(Millions Interest Grace Grant 
of U.S. , (Per Maturity Period Element \ 

dollars) Cent) (Years) (Years) (Per Cent) 

1977 - 248.1 - 4.2 - 28.7 - 7.8 - 47.1 - 
Suppliers credits 1 .O 8.0 6.8 0.9 6.0 
Private financial 
institutions 37.3 8.3 5.4 1.9 5.0 

International organ- 
ize t ions 150.3 2.7 35.8 9.4 62.4 

Governments 59.5 5.6 26.1 7.9 35.5 

1978 - 195.6 - 7.7 - 16-1 - 5.5 - 16.1 - 
Suppliers' credits 42.8 7.5 12.8 3.3 12.0 
Priva te financial 
institutions 43.6 10.8 7.2 2.2 -4.0 

International organ- 
ize t ions 81 -1 6.6 21.9. 5.9 23.9 

Governments 28.1 6.1 1-8.4 13.1 31 .O 

1979 - 
Suvvliers' credits 
Priia te financial 
institutions 

International organ- 
ize t ions 

Governments 

1980 - 
Suppliers' credits 
Private financial 
.institutions 

International organ- 
ize t ions 

Governments 

1981 2/ - 
Suppliers' credits 
Private financial 
ins ti tutions 

International organ- 
foe tlons 

Governments 

11 Public and publicly guaranteed external debt, with maturity of one 
yeer and over, repayable in foreign and local currency. 

2/ The grant element, which indicates the concessionality of a loan, 
is-defined as the concessional value (1 .e., face value of a loan minus 
the discounted sum of payments of principal and interest) dfvided by the 
face value of a loan. 
31 Includes commitments for first eight months of the year. - 


