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I. PRECONDITIONS FOR INDUSTRIALIZATION

A. The merket

During the 19508 the domestic market was not large enough to support the estab-
lishment of many industries, It was over fragmented by lack of oommunications,
consumors were rather narrow in their habits and the lovel of income among & large
part of the population was low, The result was little demand for manufactured goods,
virtually all of whioh werec imported.

Nevertheless, there ies now - in 1973 - a higher degree of integration between
the country's various communities, and more satisfactory inoome levels and consump-
tion patterns have been achieved, generating inoreascd demand. This encourages the
establishment of new industries to produce subetitutee for the manufactured products
vhioh are a major import item.

While there is no doubt that the limited nature of the domestio market has
inhibited industrial investment, Honduras does enjoy a very favourable geographical
gituation vie-3-vie the other countries of Central Americn, and can tius hope to sce
the establishment of industrial enterprises backed by foreign, domestic or mixed
capital,

The industries reoently established have enocountered difficulties beoause of the
small domestic market. Most scrious emong these problems are the followings

(1) Idle installed oapacity;

(2) Low monpower utilization;

(3) Stockpiling of finished products;
(4) Low retum on ocapital.

B, Trggamrt

Before 1950 the transport and communication infrastructure wes inadequate beocause
of the insufficienoy of all~weather roads and the almost total lack of asphalted
highways, whioh, together with the limited number of transport vehicles, made it
almost impossible for persons and products to reach the oentres where goods were sold,
This situation had the effect of restrioting the oountryt's industrial development.




Throughout the 1950s, morcover, therc wes = low rate of public investment,
particularly in highways ond access roads, which continucd to represent an obstacle
during this period to thc cstablishment of new industrics or the expansion of existing

ones.

During the period from 1960 tco 1068, puolic investucnt in highways and bridges
showed only a moderatc growth rete, 'hich was not enough to provido a quick solution
to the road transport problem. The two ycars 1969 and 1970 saw higher levels of

investment in thesc arcas, in recognition of their great importance.

Nevertheless, at the present time the wsatisfactory stote of the infrastructure
has been partielly overcome, and the country now hos a greater network of all-weather,
asphalted highways, access roads, ports, airports, etc., so that the movement of
traffic is casier. This has made possiblc a more efficient freight and passenger
service from the various production centres to the markets, in addition to creating
the preconditions for thc cstablishment of ncw proccssing industries by cnabling them
tc 1link their enterprises to a better system of distribution and supply.

C. Power and water

The inadequate supply of clectric power and water was = limiting factor in the
creation of new industrial undertokings during the 1950s, During the sixties there
were improvements in the generation of electric power, and construction was oompletcd
on the first stage of the Yojoa~Rio Lindo hydro-electric projec'l:!'-/, which was able to
satisfy \a major portion of the domestic domand and especially the heavy power require-
ments of industry. Ncvertheless, since the tariffs are not yet sufficiently attra.ctlvg
and, since, in addition, there arc no distribution nctworks to cover the areas of |
raw material production scattered throughout the country, there has not been any great
incertive for the creation of new industrial enterprises.

It may be seid, however, that since the Yojos~Rio Lindo project came into being
in 1963, the availability of electric power is no longer regarded os a limitation on
the establishment of ncw enterprises in the already existing industrial areas.

Initially it was cestimited thot almost 25 per cent of industrial ent erprises
relied on their own sources of clecctric power; however, at the present time virtually
all of them arc connected to the Yojoa~Rio Lindo systcm.

1/ Hemoriag_ dc 1a Empresa Nacional de Fnergfa Eléotrice.
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D. Industrial sites

Honduren industry is unevenly distributed in particular regions of the count ry,
the reason being thet sonc regions offer casior access to rcsources, such as manpower,
raw materials, pover, capital, transport facilities and the liko. This fact beconcs
obvious when one analyesos the distribution of industrial production and finds tha
praectically all of it is concentrcted in the provinces of Cortés, Atl&ntida and
Francisco Moraz#n, which together accountcd for 88.8 per cent of factory production
in 1966% .

Industricl esteates

Although there arc no industrial estates in the oountry, leand has been set aside
in Tegucigalpa and in San Pedro Sula and La Ceiba for this purpose, the hope being
that it will be possible to establish the estates in the not very distant future,

E.  Local raw materials

It is estimated that during the 1950e half of the raw material used by the indus-
tries established was of domestic origin, with the remainder imported from abroad.

A move towards the dive;'sification of the country's production was begun during
the sixties, calling for increased quantities of inputs, both domestic and foreign.
Major sources of ray materials, too numerous to mention, were developed in the agri-
sultural and mining sectors.

Rew materials and other supplies have always been imported without any restrictions
whatever, and, subject to a specific agrecment in cach case, the Industrial Develop-
ment Law grants exemptione from customs duties to enterprises falling within its terms.

Apart from the normal ups and downs of the international market, foreign supplies

have always been reliable, and at no time heve restrictions been imposed on imports
of raw materials.

F.  Human skills

During the fifties there were shortages in virtually all categories of skills,
a foct which had an inhibiting effect on the expansion of existing industrios and
the establishment of new erterprises. From 1960 onwards, the shortage of skilled
personnel - at least in some branoheg - began to be overcome, with the appearanse of

2/ Deta obtained from the Industrial Census.
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a larger number of sccondary fchools, n substanti... inercasc in the number of places
at universitics and semi-~official vocotionel institutes, and the creation of the

Industrial Tcchniceol Co-operative Ccrtre and other trade schools.

Neverthcless, even now industry ic faced with a scrious shortoge of qualified
staff becausc the troining and study programmes have been wnoble to keep pace with
the crowth rate in this scetor. Tt iz hoped thot with the contribution of the recent:
created National Institute of Vocationnl Training (INFOP), it will be possible to

surmount thesc difficulties in a rcosoncble reriod of time.
G.  Available financing

During the fifties, the conditions for the long-tcrm financing of new industrial
enterprises were very unfavourable, sincc thc comumcreirl banks regardced such under-
takings as high-risk venturcs and the recently founded Hationcol Development Bank
limited its financial assistance to ~griculturnl developient projects. The import a~

tion of machinery end cquipuwent hes never becen under government control.

At the present tiue, however, no problems arc belicved to exist with regpect to
financing for vieble industrial projects, adequatc funds buing available both through
the national bonking systcm and through international agencies such as the Central
American Bank for Economic Intcgration. It would be very uscful to review the legis~
lation of the financinl institutions vith a viey to streanlining their operations —

for example, by reducing guarantcc ratces.
H.  Entrepreneurial initiastive

At the beginning of the fiftics most of the large-scale industrial enterprises
operating in the country were firms founded and financed by foreign businessmen. The
remainder of the coimpanics had been st rted by Honduran citizens and were financed
either from their founders! savings or through commercial bank loans, whenever they
oould secure them.

From the sixties onwards, there hos been a widening circle of businessmen engaged
in the promotion of industrial enterpriscs, using profits made in the commercial seoto:
and also calling upon the intermal and external sources of finance now available.

Despite this expansion in the number of bucinessmen, it is felt that this group or

groups should be opened up to potcntial entreprencure who are not shle to set up
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{ businesses, or only very slowly, because they lack acoess to the sourccs of financing

aveilable to those who are alrcady established members of the group. Mcasures should
be devised to make this trensition possible,

During the sixties and thereaftcer, the country cttracted foreign investors
interested in the bigger market offcred by the 14 million inhabitants of the Central
American Economic Union (Mercomun), to say nothing of the incentives provided by the
favourable geographic location of our count ry,

II. INDUSTRIALIZATION ACHIEVEMENTS IN THE
PERIOD 1950-1972

In 1950 there were very few industrial enterpriscs of any consequence, Among
those that did exist, mention might be made of a suger mill, ready-to-wear olothing
factories, breweries, a meat packing Plant, a cigarette faotory and a few distilleries.

Between 1950 and 1960, only a few new enterpriscs of ony size were established
in Honduras, epart from a certain number producing clothing and textiles, fumiture,
cement and footwear,

The period 1960~1965 witnesscd the cstablishment of the greatest number of major
enterprises in the country. The following stand out as having given a decisive impetus
to the industrial sectors mect packing plants, dairy product enterprises, plastics
factories, ohemical plants, meteluorks and cement mills.

From 1965 to 1970 fewer major indust:ial firms were founded than during the pre-
vious five-year period. Of greatest importance in terms of production capacity wes
the establishment of the country's largest sugar mill, a knitted fabrics mill, an
edible oil plent and a petroleum refinery.

No large~socale industry was established during the period from 1970 to 1972,
although there are quite = few projeots whioh, given the impetus expected from tho
country's bilateral agrecments, will be oarried out in the near future. The oountry
is also hopeful about major industrial projectes such as a paper and pulp mill and
the Agalteca steelworks, which are feasible and look very much towards foreign marke‘tq.




it is of coursc nccessary that the Stotc should clearly define its position
vis-3-vis the Centrcl Amcrican Cornicn Merket end formulate its develepment stratcgy
for the next five years, with or without thc Central Ancricen Common Market, in such

avay as to give investors conplete confidenc: .

Changes in the pattern of production anc destinetion of goods

(a) The prcdenminont trend during the last 22 ycars has been the production of
conswacr goods, with less emphasis on th- prcduction of intermedicte and cepital |
goods. In 1970, oonsuner gouds represcntod about 81 per cent of industrial out put,

intermcdiate goods sone 16,5 per cent, ond capital goods only 2.5 per cent= .

(b) The country!s industries have obteined their supplies from domestically
produced natural products, espceially in the arcas of cgriculture ond nining., There
are, however, sonc cnterpriscs which import o large sharc of their rew naterials,
for example, those procucing cheunicels, plestics, iron ports, skins, petroleum products
and the like,

(e) Therc have been significant changes in thc construction and housing industry;

between 1950 and the present iuports of blinds, nctal prrte, storage tonks, marble
and granite items, and cepeeially cewent ond paint, have been replaced by domestic
products,

(d) In 1950, all incustrinl production wrs uscd 4o supply thc intemal market
however, as thc country becan: norc highly industrinlized, port - f this ctput want |
to foreign markcts, notably Central Ancrica anc the Unitcd Stotes, Domestic production
setisfied 56,2 per cent of the domestic dcmand for manufectured goods in 1960, 54.0
per cent in 1965 an 54.3 per cent in 1970,

(c) Among the industries which have succceded in ostablishing satisfactory export
operations are meat poacking, saw iills, chemicels, reody-to-wear clothing, sugar, cementj,
vogetable butter and pctroleun derivatives. It has bcen estinated that in 1960 exports
of industrial products nccountec for 10.6 per cent of the country's total manufactured
output, in 1965 13.8 per cent and in 1570 23.3 per cent ,

(f) New industries have been created and others cxpanded to meet o major portion
of Central American “emand and to supply limited exports to the United States and
Germany. These industries include such branchce as frczen meat, ready~to-wear clothing,

cotton fabrios, plastics, cheiiicnls, cut wooc, ccment, sugar, edible oils and petro-
leum derivatives¥ ,

an
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3/ Op. cit., p.8.
Balanza (¢ Pagos, Banc: Central de Honcuras,
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(g) At the present time, bileteral trade agreencnts have been signed with
| Nicaragua and Costa Rica,

B.  Statisticsl indicntors of Andustrial devclepnment progressy 1950 to .19.792/

In Honduras the -ogree of industrinlization, i.c. th. sharc of the manufacturing
industry in the gross doncstic product, has becn very nodest ~ 11.0 per cent in 1,50,
12.6 per cont in 1960 and 14.C per cent in 1970 - indicating that thc process of
industrial devclopment has becn slow.  Hevertheless, in comparative terms therc has
bcen a marked cecrease ir the share of agriculture in the GDP, from 47.8 per cent in
1950 to 35.3 per oont in 1970, reflecting the cxpansion of the other sectors, and
specifically, trade, services and industry itself.

Before 1950, and up until 1955, industrial activity was @mainly of the artisan
or cottage type (employing five persons or fewer) and large entorpriscs v.orc rare,
fwith the exception of the brewery industry, which began in 1915, the tobacco industry
dating beok to 1928, leather and footwear factorics and somc small feod-processing
plants,

During the period 1950-1955 the valuc added by factory industry increased at an
average rate of 6.7 per cent. This rate wes achicved during the yecars marked by a
high level of import capacity. Uader the stimulating effcet of 3 ¢ mge in teriffs
| and the creation of suoh sfficial bodics as the Central Bank and the National Develop-
ment Bank, domestic substitutcs wore developcd for imports of consurier items posing
no great problems with respcet to tcohnological requircments. During thesc Years
there was an annual rise in inports of 9.7 per cent, becausc of the greater external
resources available to the country as a rceult of thc good coffue price and the im-
proved market for banenas and other products. As a conscquenoe, unrcstricted importe
were possible to meetl the country’s demand for intermediate menufacturce goods ond
capital goods for industry,

=

During the poriod 1955~1960 the domestic product from foctory industry incrcased
by 8.4 per oent, but this figure was offsct by the slover growth of artisan and cott age
roduction, to give an inorease of 5¢8 per cent for the sector as a whole. The begin-
ing of this period saw a sharp deoline in import capacity - starting in 1954 - which
a8 mainly due to olimatio factors (floods) and to socio-political cunsicerations,

| I et

574 Cuentas Nocionales, Banoo Central de Honduras,
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such a8 the benana workers! strike ond the chonge of goverraient, Socio-cconomic
conditions improvcd towerds the end of this period, oad laws vere cnacted to encourage

industrial investnent,

The application of the Industrial Development Lew pacsed in 1958, tcok place ot
alnost the same time as the adoption of o seriecs of measures initioting the Programme
of Central Amcricen Economic Intcgrotion. During the period from 1958 to 1560 the 1
countrics of Centrel Americe entered imto the following agreements: Multilateral
Trcaty on Frec Trade ond Central ficricen Economic Integration, Agreement on the
Ré&gime for Centrol American Intepration Industrics, Centrel American Agrecment on
Road Traffic, Contral imerican Agreement on Uniforn Rooad Signs and Signals, Protocol
to the Central Amcrican Agrecment on the Equalization of Import Duties and Charges,
Treaty on Economic Associations (Honduras, Guatcmele and El Salvador), General Treaty
on Central Amecricon Economic Integration, ond the Agrecment Estoblishing the Central

Americar. Bank for Economic Integration.

During this samc period, factory production cvertook artisan and cottage produc-

tion, with its lower productivity and income return.

From 1960 to 1965 the velue added by the factory scotor increased by 12.4 per oc
a8 a result of tuc cstablishment of ncw industrics and the expansion of those that |
already existed, taking advantage of the benefits afforded by the Industrial Developmei
Law and the demand of thc common morket, other cxport markets and the growing domestic%
markot. The industries involved iu this expansion included thosc producing meat and 4‘
dairy products, thereby cncouraging the developnent of stock raising. Other areas |
affected were thc manufacturc of shirts ond underwcar, cemont and chemicals. Imports
rogistered an averagc growth of 11,3 per cent as o result of the demand for ma,chinery%

and equipment, raw m-terials and consumer durcbles.

Phe period 1965-1970 was morked by o sharp oxpansion in factory production in
responsc to cormon-market decmand. This increasc levelled off in 1969 as a consequonce
of the hostilitics between Honduras and El Salvador, the worst cffects of the conflict
beginning to moke themsclves felt in 1970. Despitc this, however, an average growth |
of 13,0 por cent in factory production and of 7.7 per cent for tho industrial sector
es a whole was recordcl.
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From 1970 to 1972 the picturc is one of an annucl growtii ratce of 12.6 per cent
in factory production. pointing to partiul rcecovery after the loss of the Central
American merkets, o loss which limited the rapid exponsion of existing industries
and the establishment of thosc alrcady plinned, which were designed for a production
level that would be competitive within the common market. Nevertheless, by channelling
output towards the domestic market, chonging product lines and resorting to protective
tariff policies, favourable conditions werc created for the achicvement of these

rcsult

Indust rial st totist ics

LI NP A A

The figures for the factory sector may be regarded a3 quite reliable, given the
availability of industrial census detn for thc years 1962, 1566, 1968, 1969 and 1971,
industrial surveys for 1950 and 1965 end the regulor flow of industrial information
from the Directoratc General of Statistics and Censuses, covering thc most important
enverprises for a number of years whcn no censuses were taken ond supplemented by
data collected ennually by the Suprenc Council of Economic Planning and the Department
of Economic Studies of the Central Bank. In addition, until 1972 data were furnished
monthly to the Coentral Bank by all the business firms classificd under the Industrial

Development Law,
Size of emterprises

In Honduras the number of large enterprises -~ defincd as those employing more
than a hundred workers - has always beon very low; in 1950 there were no morc than
eight such firms. By 1966 there were 42 caterprises of this size, which, although
they were large producers, accounted for only 7.7 per cent of the total number. In
that same year the figure for small enterprises - from 5 to 100 employees - stood at
503. No data arc available regarding the nunber of artisan or cottage enterprises,
which in Hondurns are defined as those employing less than 5 perscns.

E_gglomentl/

Employment in the manufacturing industry inoreascd from 30,652 workers in 1950
©o 44,010 in 1961 and 72,888 in 1972, represerting 7.4, 8.0 and 9.5 per cent of the
economically aotive population for thuse years. Those figures, however, say nothing

- saman

__/ Memorias e Informes Econémicos del Banco Central.
Censos y Encuestaa Industriales.




of the movement of workers from artisan and cottage industry to the factory sector.

This movement becomes clcar when onc considers that eoployment in this sector rose
from 8,423 in 1950 to 30,907 in 1972, indicating higher productivity and rcpresenting
an annual growth ratc for caployment in this scctor of €.1 per cent over the whole

period (22 ycars).
Type, of entcrpriscs

With rarc exceptions, Hondurae has no publicly owncd industries or nixed enter-
prises. The exceptions are projects initicted by the National Dovclopument Bank, such
as thosc involving dairy prcducts, concentrated animel feeds and cotton ginning, which
were ultimatcly tcken over by privatec investors, wi+l ‘he result that et this time all

the country's industrial enterprises arc ju private heads.

III. THE STRATEGY OF INDUSTRIALIZATION, 1950—1’;‘72-@/

The plens prepared by the various administrations since 1950, reveal a gradually
evolving desire to promote the industrinl development of the country. However, during
the fifties this desire was little more then a statcment of intention, with no prao-
tical action lcading to a genuine change in the country'’s industrial gituation, apart
from the benefits to be derived from inveetment in roods, electric power and programmes

of social welfarc.

Beginning in 1960, investment plenning placed greater stress on the need to
develop the country!s industry. Hovever, it has been prreible to achieve only some

of the goals set with rcspect te iacrecsed procduction and incustrial investment.

The industrial programme for 1972-1977 lays cown the following industriel develop-
ment stratcgy for Honduras.

1. Strategy to be followed

Stimulation of internal demand through an active policy of income redistribution;
Selection of tcchnology which does not clearly work to the detriment of employment;
Import substitution;

Improvement of the ou‘tput/ca.pi'tal rtio in factory industiry;

Limitation of the concentration of industry in the two mejor development centres
(Tegucigalpe and San Pedro Sula) ond the crcation of other centresj

Systematic incorporation of artisan production of uscful goods into the
factory scotor;

Horizontal ana vertical intcgration of industry.

_8/ Plancs dc Desarrollo Econémico, Conscjo Superior de Planificacién Econdmica.
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An active rolec by the Government is called for:

(a) To croate a better basis for the Central Amcrican Common Market, moking

{ possible its balanced growth;

(b) To sce to it that, in thc area of industrial intcgration, the lidberalization
of intraregional trade in manufacturcd goods is restricted, for a reclatively short

| period, to intermediate and capital goods, with consumer goods left as a rescrve of

the notional marketss

(¢) To ensurc that, in the omsc of those manufactured gocds produced in the
region either not at sll or only in quentities insufficicnt to satisfy thc demand,
plane for expansion are prepared in oommon by the countrics of the integrated market,
production being assigned in such a wey as to make good the deficiencies and cchieve
balanced growth;

(d) To encourage, within the integrated system, the development of multinational
regional enterpriscs, bosed on horizontal integration, and thus inplement the guiding
principle of integration: balanced participation and the development of product lines
which will ohange the pattemn of the region's industrisl output,

2. Implomentation of the industrial policy

(a) Identification of natural rcsources available for industrial processing;

(b) Preparation of prelimincry fcasibility studies;

(o) Modifioations to programnes to achieve the proposed growih ratcs;

(d) Formulation of annual 6pera.ting progromnes;

(e) Orgenizations with = supporting function in the industrialization effort -
vhether they are contralized, deoontralized or autonomous - are to gear their activi-
ties to the goals and objectives of tho plan, within the frumcwork of the strategy
adopted,

Uther action designed to contribute to the industrial policy of achieving higher
growth rates for the plan period includes the following:

(a) More vigorous stimulation of those branches whose growth was somewhat
sluggish during thc period 1960-1970, through polioy measures to eliminate obstacles,
and through inoentives to such branches as tobacco, leather goods, lcather footwear,
wooden furniturc and vorious consumer items;
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(b) Efforts to cncourage the tronsfer of cortain activities from the artisan
to thc factory scctor;

(¢) Grester intcgration of factory industry,

(d) The asswaption by the industrial scetor of grec*er respensibilities than

during the previous dccade.

A. Seclection of priority industrics

(a) In Hondurss, industrial policy and the instruconts for implementing it
constitute a driving forcc which gives o grect deel of impetus to development. In
markct-economy countries the role of incdustricl planning is tc suggest the way, it
being the task of the private sector to rcalize the goals sot by the industrial policy
machinery. In large measure, the succcss or frilurc of the private sector depends on tl

strategy adopted and the impact it has on the business community.

In countrics likc Honduras which are in the carly stoges of their industriel
development, industrinrl policy is not and cannot be divorccd from the country's generel
economic development policy. On the contrary, thc two wre interdependent, to an extent

determined by the importance attached to industrial dcevelopment.

The growth of Honduran industry dcpends very largely on the achievement of in-
creased intemal dcaand for manufacturcd goods, This means that industrial polioy
objectives must be gearcd to the expansion of interncl demand - in other words, to

the strengthening of the domestic markct.

The next factor in order of importance in the industrial development strategy is
import substitution. Here there is a nced for careful administration, so that the
policy of import substitution will be opplied to all thosc manufactured goods for
which there are loocl advantages, whethor of scale, resourccs, manpower or other
factors of production. To pursue import cubstitution merely by mcans of tax, tariff
or othor protectionist measurcs mey have thce effect of generating marginal industriel
growth of an ineppropriatc kind at high socicl cost, ~s has ocourrod in the case of

many of the new enterprises established in Honduras.

(b) Since 1965, development plans have specificd the areas in whioh industrial
growth is hoped for during the pcriod in question, usunlly in the form of general
guidelines, and oocasionally with rcfercnces to onterpriscs for which feasibility
studios have already been conducted,
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(¢) The number of enterprisecs actually cstablished has always been less than

2

tlanncd, and therefore the growth ratce for the gross valuc of production and value
% dded has also been lower., Incustriel enterprises startcd by private initiative and

ot included in thc Govermment's plans are of minor importance.

(d) The Supreme Council of Economic Plamning and the Tcchnical Secrotariat
gwithin the Central Bank have carricd out studies to determinc the benefits and costs

fto the country to be derived from the inplementation or cxpension of major industrial
pro jects.,

(e) Studies by the Tcchnicel Secretariat and the Directorate General of Industry
fhave provided a basis for prior evaluation of the commercial viability of major new
; industrial projects, their dependence on toriff protection and their potential for
achieving lower costs at a later date. In not cvery instance, however, have thesc

fousinceses been able to bresk away from their dependence on tariff exemptions.
B.  Implementation of industrial projoots

(a) Govermnment policy since 1960 has not indicated possible State participation
#in major projects suoh as those in paper and pulp or iron and steel.

(b) Government policy hae been expressed in the form of development plams.

(c) The sixties were not a period of frequent changes in industrial policy, and
fthe level of invostmont was accordingly not affected.

(d) Industrialization in Honduras has received its main impctus from the local
private soctor and, to a lesser extent, from forcign investment. Since 1960 such ventures
have responded to the Government!s efforts to provide incentives and invest in infro~

structural projeots aimed at promoting the country's devolopment, especially in the
industrial sector.

- Promoting exports of manufacturcd goous

LA A - WP PR S A

(a) It will be obvious that all of the Government's promotional aotivities to
ate have been aimod at replacing imports and oxpanding exports by oxploiting the
ndvantages offered by thc Central Amerioon market, Nevertheless, these measurcs have
failed to achieve the desirecd export-boosting effect.
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Except in those crses vhen o perticular resource is so cbundant ond of such high

quality as to give risc to large-scolce projects operating with edvanced technology,

industrial cxports to the developing countrics are linited to a very few goods chiefly
characterized by the fact that they arc orlinary domestic products and require only |
simple production mcthods. These cxports nre goods dusigned for final consumption ,

and have no modifying cffect on the pattcm of production.

The recomnended stratcgy for promoting cyports of menufoctured goods from develoy -
ing countries is a strategy of specialization, cithcr boscd on the availability of
specific raw metericls on favourable terms as regards price ond quality, or making usec cf
the traditional nanual skill of locnl cr-ftsimen, whe could produce on a large-scale
articles requiring a great deal of labour, which would be cxpensive in the more

industriclized oowitrics.

(b) The mcosurcs which havc been ~depted to encourage the development of new
export-oriented industrics have been teken under the Industrial Development Law and
the Central American Agrecment on Fiscnl Incentives to Industrizl Development. As
alrcady pointcd out, thesc fiscild incentives have not had the desired effect.

N.  Fromoting employnent

The relative cost of labour and copital hos not been token as o reasson for

encouraging labour-intcnsive processes, nor has the Government adopted any special
steps to promote anployment in nanufacturing, cither in this way or by other means.

E. Looation of indusirics in ncw cemtree and rural areas

No specific measures have been token to promotc greator docentralizetion by siting
new industrial projects in new centres or rural arcos. On the other hand, the precsent
plan, in its strotogic considerntions, calle for "the impegition of limits on the
concentration of indusiry in the two major dcvelopment arcas, with the aim of extending
the industrinlization procces to arcas now exclusively engaged in primary activities.
The proposed opening up of new industriclization centres will follow a rational pattern
of growth through zoning bosed on local cconomic advant ages",

F. Development of monufacturing technology

...................

(a) The Government took no spcecific measurcs during tho sixties to make it casior

to obtein forecign teolmical assistancc or to rcgulate the type of technology adopted,
except in the case of certain large-scalc projects,
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(b) In clmost all cascs the measures aimed at adapting or improving manufacturiing
processes or product design and at designing and crecting now manufacturing plants

ame from the privatc scetor and were not really ce-ordinated in any waye

. Training of local labour and management

Through a varicty of organizations engeged in the training and preperation of
F-dninistrative ond managerial staff, thc Governnent has helped to mect some of indus-
ry's need for personncl, Neverthclees, this effort has not been adequate, and to

¥leal with the problem the Government has reccntly established the National Institute

of Vocational Training (INFOP), with financial backing from the State and business
circles,

IV, INDUSTRIAL POLICIES AND MEASURES, 1950-1972

(2) Procedures followed by the Government

The Government provides an annunl subsidy to the Nationesl Development Bank, which
¥inances meny loons to agriculture and industry, gencrally involving some economic
isk. The Bank also has the function of sctting up neu enterprises whioh privatc
nvestors would be unwilling to back beccusc of their high initiocl risks.

Through the National Development Bonk, the Govermiaent has promoted the formation
f five enterpriscs .sinoc the sixties; these arc two dairy product plants, two
producers of animal feed concentrates, and one cotton-ginning mill, These estaoblish-
pents have already been turned over to the private sector and have played a key role
n the development of stook raising, poﬁltry farming and cotton growing.

(v), (c) Changes in the tariff structurc

The 1950 tariff structure wos substcntially modificd during 1958-1960 for the
purpose of establishing unifomm tariff rotos in Centrel Amcrica, o8 o means of pro-
poting industrial development rether than as & major souroe of revenue for the State,
his was followed by the a.dOpfion of agrecments and laws on industrial promotion designecd
© encourage the oreation of new industrial firms in line with the manufocturing needs
pf the area. Since that timo tariff levels have remainced unchanged.

(d) To reduoec the adverse inapeoct of the tariff structure on the operation of new
ndustries, duty concessions were grantod, in the 1948 Deorcc on Industrial Concessions
d the 1958 Industrial Development Law, for imports of maohinery and other equipment,

omponents and row meterials.




Import duty concessions arc not grented automatically, but must be approved by

a government commisscion, and the ~in hos been to extend then in cases wherce they do

not prejudice the cdevelopuent of loer. industrics capoble of supplying the samc kind

of products as an altemoative to their imrortotion.

(¢c) Tt hos been a constont ain of succcssive Governnents to promote the country!s
industrial development., A varicty of measurces have been cdopted and infrastructural !
works oonstructed in pursuancc of this ¢ljcctive. In 1948 Legislative Decree Noy 88 |
on "industrial concessions' was adopted, However, this decrec, which set forth
various oategorics of concessions, foiled to produce the hoped-for results in promoting
the industrial devclopment of the country becousc at thet time there did not yet exist

the conditions thet might have mode this poss.ble.

On 30 April 1958 the Industricl Development Law wes passed, the purposes of which

were as follows:

l. To promote the country’s industry by cncouraging the establishment of new
enterpriscs ond the modemizetion, improvement and cxpension of those

alrcady in existence;

2, To help maintain ond develop conditions favourchble to private investment

in activitics of grcatest benefit to the natiornal cconomy;

3. To help achicve ond meintein on orderly system of production lcading to

well-belanced and uninterrupted cconoumic cevelopments

4., To oontributc towards increaosed production cfficicncy and better utilization

of the country!s natural rcsources;

5« To raise the employnent level of the Honduran nopulation by making available

remuncrated positions in cesentially productive activities.

The Industrial Development Lew gronts varicus categorics of conccssions and
privileges to the industrial cnterprises covered, such st  oxemption~from or reduotion
of income tax; total cxomption froi export charges; toriff concessions for imports
of oonstruction nateriels and plant equipnient; toriff ooncessions for imports of
industrial machincry and equipment, including sparc parts and accessoriesy tariff
concessions for inports of raw matcrials and other ncterials. These concessions and
exemptions are granted ot different rates ond for different periods according to the
category of enterprisc,




(f) Honduran lav stipulntes that "foreign enterpriscs which arc established in
Hondurcs, and foreign capitnl sceking to establish itsclf in tic country, shell enjoy
the same guarantecs and privileges &s arc enjoyed by londuren enterprises snd inveet-—

§ ment cepitel. Investment incentives have voen cetablished i: the Industrisl Develop-
§ mont Law. With rcspect to the repetriation of capitcol to forcign countrics, this
‘ is subject to the free mobility of production factors", All this, coupled with the
j investment opportunities present in the country, should be sufficient to attract
| foreign capital. Ncvertheless, beccausc of the limited capacity of the domestio
narket and other local deficicncies, such capital has morc often gone to othcr coun-
| tries of the Central American regior,

(g) Tariff protection, investment incentives, State construction of infra~-

structural works, ond the other measures taken have failed to stimulate tho level of

private investment foreseen in thec Government’s development plans. The reasons for
this failure are the following:

1. Lack of entreprencuricl initiatives

24 Low foreign investment;

3. Low level of domestic savings and consumption;
4. Insufficiently integratcd markets

5« Shortage of skilled labour.

V. INSTITUTIONS AND INDUSTRIALIZATION, 1950~1672

(a) Statc plonning orgenizations
Prom 1950 to 1954 the Ministry »f Finance ond the Centrol Benk of Honduros were
responsible for esteblishing the general lines of thc country's economic development
‘ plans, In late 1654 a five-year public investment plon was dravn up by a ocommittee
consisting of the Ministers of Finance, Public Works, and Natural Resourcos and the
| Presidents of the Central Bank of Honduras and the Notional Development Bank, At the
same timc o National Economic Council wes established, whioch, in co-ordination with thc
Ninistry of Finance, wos cherged with the evaluastion of proposals regarding infra-
structural projeuvts,




- 20 -

(v) Responsibility

As noted clsowherc in this report, the responsibility for industrial projects

in the public scctor has so far loin with the National Development Bank.

(c) Centralization of investnent incentives

The enactment of +he Industrial Developuent Law was followed by the creation,
ia co-ordinalion with the Ministry of Economic and Financial Affairs, of the Technical
Industrial Advisory Cffice, the functions of which wecre perforned, during the period
1959-1972, by the Dcpertment of Industriol Rescarch of the Ccntral Bank of Honduras.
The following procedurc governcd the co-ordination between thesc agencies and investors

ceeking to obtain fiscal concessions.

The businessnen filed his application with the Ministry ¢f Economic and Financial
Affairc, which forwarded it to the Technical Industriel Advisory Office for the Offioe
to consider and give on opinion on. A joint mecting wa.sv then hcld between represento-
tives of these two bodies to discuss and evoluete each application, followed by the
drafting of an agrccnment to be sont by the Advisory Office to the Ministry for
presentotion to the party concerned, after the conpletion of the usuel adminiet rative

proceedings.

At the present time, this entirc process hos been centralized at the Ministry

of Economic Affeirs, where all the nccessary procedurc is oarried out.

(d) Pinancing for indust,x?/

No spocializcd institution wae estab.ishced in Honduras during the fifties for
the specific purposc of providing finonce for industry. By means of appropriate
controls, the banking system!s loons have been aiicd at proioting the growth of
national produotion, and part of the resources in question have therefore gone to
industry. Of the totel anount of new loans granted by the banks, the manufacturing
gseotor rcceived 7 per cent in 1960, 11 per cent in 1963, 17 per cent in 1967, and
24 per cent in 1971. By 1970, of the total new loans granted to industry, the
cormiercial banks accounted for 80 per cent, the specielized savings and development
institutions making up the remaining 20 per cont.

9/ Estadfstices Monetarias, Banco Central de Honduras
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A financial institution was sct up in 10€. for the purposc of helping industry
to obtain financc, but it was frustrated by insufficicnt deuond, entreprencuricl
initiative being still under-developed. As o result, in Deemmber 1971 it becanc o

comricrcial fincneing instituticr suprlying funds to the diffoerent sectors wvhere denand

cxisted.
%

e) Skillel lebour and nenageinont
K -

Because its financial rescurces arce linited, the Governnent has been unable to
cstoblish enough centres speeinlized in the treining of skilled labcur, olthough it
is at prescnt finoncing two vocational coentres in Tcgucigolpa and co-cperating with
the German Government in running the rccently founded Germon Vocational Centre
(Centro Vocacional iAlem&n) in San Pedro Sula. It ic clsc amsking scie moncy available
to the Industrial Tcchnical Ce-operative Centre (Contro Cooperativo Téenico Industrial),
an orgenization whosc role it is to guide, organizc and counscl diffcrent artisen
centres. Regarding special training centres for menagenent, there arc o number of
seni-official institutes for secondary studics and alsc the Autononous National
University (Universidad Nacional Auténomo), wherc vocotional courscs have recently
been expanded. In both cases the Government provides annual olloeations to cover

these contres! operating costs.

Recently there was cstoblished the Nationzl Institute of Vocationcl Training,
an autonorous body nandatced by law, to vhich cvery busincess firm must make a contri-
bution based on its monthly payroll, with the Government contributing whatcver else

nay be required to kcep it in operation.

(f) Thc Government set up the Iational Development Banlk os on institution to
promdte privete investnent., More recently it has also cstablished, under the Ministry
of Econonic Affairs; an office to promote industrial development, which also acts as

the contral agency for gronting fiscal incentives to investors.

In principle, the responsibility for pronoting exports of manufacturcd goods
reste with the Direotorate Genercl for Economic Affairs and Cormerce, which comes

wnder the Ministry of Economic Affeairs.

There is no specialized institution in Hondurcs for the selcction of nanufacturing
processes and product design or for advioe on adapting proccsses and designs to suit

local conditions.

(g) It can be said that thc responsibility for promoting and guiding thc nationel
industrialization prccess has recently been cemtralized in the Ministry of Econciiic

iffeirs, which excroises broad powers, in co-ordination with other agencics concerncd,
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MANUFACTURING INDUSTRY EMPLOYMENT IN THE FACTORY SECTION

{5 or more employees)

1966 Census

A. BEnterprises employing more than 10C persons

Number of enterprises
Total persons amployed

B. IEnterprises employing from 5 to 100 persons

Number of enterprises
Total persons employed

42
9,833

502
10,262

Note: UTnterprises employing less than five persons are classified as
artisan and cottage industry
GROSS VALUE ADDED TO FACTOR COST OF MANUFACTURING INDUSTRY
(in millions of current lempiras
Years Total Factory Sector Artisan and Cottage
Industry
1950 44.3 19.8 25.0
1955 54.5 27.3 27.2
1960 T12.4 40.6 31.6
1965 110.7 13.4 37.3
1970 179.3 134.8 44.5
EMPLOYMENT IN MANUFACTURING INDUSTRY
Years Total for all Industry Factory Sector Artisan' and Cottage
Industry
1950 30,692 8,423 22,269
1955 35,274 11,166 24,108
1960 42,585 14,802 27,783
1965 52,391 19,616 32,715
1970 64,026 24,911 39,115
1972 72,888 30,907 41,981
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Progrds et résultats de 1'industrialisation

1. Le taux d'accroissement annuel de la valeur ajoutée par 1'industrie manufacturiére
a été d'environ 8 /! pendant les années 50 et de plus de 12 % pendant les années 60
et la période 1970-1972. On trouvera énumérées 34 1'annexe A,2) grandes entreprises

créées au cours de cette période.

2. La BIRD classe le Honduras dans la catégorie des pays en voie d'industfia.lisation,
1'industrie manufacturidre représentant 27 ; du montant total de la valeur ajoutée

par l'ensemble de la production industrielle en 1968, Tn 1970, la ocontribution du
secteur manufacturier au PIB a &té de 14 % contre 11 % en 1950, La ocontribution de
1'agrioulture a &té de 48 % en 1950 et de 35 % en 1970, Le revenu par t8te s'élevait
3 183 dollars en 1960 et & 259 dollars en 1970.

3. Le nombre de personnes employées dans 1'industrie mamufacturidre est passé de
30 700 (dont 22 300 artisans) en 1950 a 72 900 (dont 42 000 artisans) en 1972. In
1966, un recensement a fait apparaftre qu'il existait 42 entreprises emplocyant plus
de 100 personnes et 300 entreprises employant entre 5 et 100 personnes; chaquna caté-
gorie employait environ 10 000 salariés.

4. 1n 1970, les biens de consommation ont représenté 81 ;. de la production manu-
facturidre, les biens intermédiaires 16 ;. et les biens d'investissement 3 J.

5. La proportion de la production manufacturiére exportée est passée de 11 % en 1960
3 23 % en 1970, Le Honduras est membre du liarché commun d'iAmérique centrale depuis
1960,

La stratégie de 1'industrialisation

5. Lla politique industrielle honduriemne fait partie intégrante de la stratégie du
développament économique dans son ensemble. De 1l'avis de 1l'auteur du dooument, la
croigsesance industrielle au Honduras dépend de la croissance de la demande intérieure
de produits manufacturés.

7. Pendant les années 50, la demande o augmenté A mesure que la populatiom
s'accroissait et que le niveau de vie s'am&liovait; la construction de routes a facilité
la distribution des marchandises dans tout le pays; La plupart des entreprises oréées
au cours de cette période 1l'ont été en vue de remplacer des importations. |
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8. \u cours des années 60, les industries lLionduriennes ont pu accéder plus ou moins
librement aux marchés des pays voisins membrec du ilarché commun d'imérique centrale
(C ZiC0ii) et elles ont O entrer en concurrence avec les industries de ces pays. Des
entreprises industrielles plus variées ont été créées, mais beaucoup d'investisseurs
ont préféré implanter les industries travaillant pour le ijlarché commun d'amérique
centrale dans d'autres pays membres plus développés ou offrant un plus large marché
intérieur. Le gouvernement s'est efforcé de trouver des moyend d'attirer davantage
des industries nouvelles créées dans la perspective du iHarché commun d'Amérigque

centrale.

9. Le gouvernement s'est efforcé de développer 1'infrastructure indispensable au
développement industriel, laissant au secteur privé le soin d'exécuter les projets
industriels., Il s'est montré pr8t 2 participer a4 la réalisation de projets collteux
(concernant par exemple une papeterie et une aciérie); il a encouragé la création

" d'entreprises industrielles transformatrices de produits agricoles. Mais 1'industria-

. lisation a été essentiellement le fait d'investisscurs privés honduriens.

; 10. Le r8le des investisseurs &trangers est resté trés réduit bien que le gouvernement
: les ait encouragés et ait adopté & leur égard une politique libérale, limitant au

minimum la réglementation.

11. Les tentatives visant & encourager la création d'industries orientées vers
1'exportation, surtout dans les cas ou elles emploient beaucoup dGe main-d'oceuvre,
n'ont gudre eu de succés; elles se sont heurtées & deux obstacles : la qualité des
matidres premiéres et des approvisionnements locaux, et les possibilités limitées
i d'encouragement résultant pour le Honduras d'un accord conclu entre les pays du

larché commun d'Amérigque centrale.

12. Lea industries se sont développées surtout dans deux villes, On a oonsciemment
renvoyé a plus tard, lors d'une phase ultérieure de 1'industrialisation, 1l'adoption

d'une politiyue active d'encouragement 4 le décentralisation.

Politiques et mesures intéregsant 1'industrie

13, La structure des tarifs douaniers a permis de protéger des industries nouvelles
au cours des années 50 (1l'auteur n'indique pas a quel niveau). Aprés 1960, le Honduras

a adopté le tarif extérieur du ilarché commun d'amérique centrale,
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14. Le décret de 1943, puis la loi sur le développement industriel de 1958 (encore en
vigueur), ont exempté de croits les importations de machines et d'équipements, de
pidces détachées et de matidres premidres ‘lestinés aux nouvelles industiries auto-

risées. Les exemptions ne sont approuvées que s'il n'existe pas de fabrication locale.

15, La loi de 1953 & institué la diminution ou l'exemption de 1'imp8t sur les béné-
fices selon un taux qui est fonction de l. catégorie J'entreprise. ille a également
promis une assistance en matidre de financement et confirmé que ces avantages, et

d'autres encore, seraient offerts aux investisseurs étrangers.

16, L'auteur estime que ces mesures d'encouragement ont stimulé les investissements
privés, mais pas autant que le gouvernement 1'espérait, et cela pour diverses raisons,

a4 savoir :

a) lianque d'esprit d'entreprise;

b) Insuffisance des investissements étrangers;

o) Paible niveau de l'éparzne et de la consommation intérieures;
d) llanque d'intégration du marché intérieur;

e) lianque de main-d'oeuvre qualifiée.

Ingtitutions et industrialisation

17. Au début des années 50 c'est du iiinistdre des finances et de la Banque oentrale
qu'émanaient les orientations en matiére de politique industrielle. Un plan quinquennal
de développement a &té élaboré en 1954 et il a &té créé un Conseil économique national
et une Banque nationale de développement.

18, Depuis 1959, la loi sur le développement industriel est appliquée par le
Uinistdre de 1'économie aprds consultation de la Banque centrale (service de
1'industrie). Un service spécialisé cans le développement industriel a &té réoemment
oréé au sein du Ministdre., Pour l'évaluation des projets, on a eu recours & la fois
3 des études de faisabilité commerciale, et & des analyses des collts et bénéfioces

sur le plan national,

19, Le finanoement des activités industrielles a 6té assuré essentiellement par des

banques commerciales., Le Honduras ne possdéde pas d'institutions spéocialisées dans le
financement de 1'industrie.
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;&0. Le gouvernement a oréé des écoles professiomnelles et un centre tecinique d'assis~
&anoe aux aotivités artisansles et a domicile. Plus réoemment, le gravernement et

1'industrie privée ont créé conjointement 1'Institut national d- formation
professionnelle,

R1. L'auteur oonoclut que o'est le Minhtiri de 1'économie qui, en coopération aveo
@u organismes susmentiomnés, superviee 1'ensemble du processus d'industrialisation.
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PRINCIPALES ENTREPRISSS INDUSTRIFLLES CREZES . PARUVIR 013 1
les montants indiqués s'entendent en millions de lempiras
Date de mise Capital Achats 3
No Type d'activité en_route investi 1/ y_o;r_lj_g_s_-z-/ }_’_M
1. Fabrication de collophane et
d'essence de térébenthine 1950 0,1 1,0 0,1
2. TIabrioation de tissus
ot autres textiles 1552 8,1 56 2,6
3¢ Confection et vente de v8tements 1952 0,8 3,0 1,3
4. TPabrication de meubles
(toutes catégories) 1956 0,4 1,4 1,9
5« Production de ciment 1959 12,8 12,0 2,2
6. Conditionnement de viande
de boeuf 1961 0,8 11,7 0,1
T. Emballage et vente de viandes 1961 1,3 8,6 0,1
8. Produits lactés 1961 1'1 4'6 0,7
9. Allumettes 1961 1 ,3 1 '5 0’2
10. liatidres plastiques 1962 3,6 6,8 3,1
11. Produits pharmaceutiques 1962 1,0 2,2 0,7
12, Détergents, savons et produits
chimiques 1963 3.3 5,7 3,2
13. Toiles, fils, franges & balais
et confection 1963 2,1 33 0,6
14. Peaux et ouirs i semelles 1964 1,8 2,6 0,9
15« Acier laminé 1965 1,3 3,5 1,4
16. Eléments en béton 1965 2,5 2,2 0,3
17. Cheussures en général 1965 0,8 0,7 0,6
18. Traitement de la camnne a sucre 1965 5,3 4,8 0,6
19. Sous-v8tements tricotés 1966 0,9 3,3 1,4
20. Peintures, solvants et produits
de finition pour 1'industrie 1966 0,6 1,8 0,1

21. Raffinage de pétrole 1968 26,1 28,1 24,8
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, Date de mise Capital 2 Achats &
flo  Type d'activité en_route investi 1/ Ventes®’ 1'étrange
%22. Equarrissage et emballage

de viande 1968 2,1 1,7 0,2
23 8008 ot feuilles de

polyéthylane 1959 0,8 1,1 1,0
R4. Pabrication et vente
d'huiles comestibles 1969 1,4 346 2,2
@5. Assemblage de postes de
radioc, fabrication de toile,
§ de meubles et de matelas 1969 0,8 1,3 0,1

1/ Total net des capitaux fixes au 31 déoendbre 1971,
2/ Ohiffre d'affaires total en 1971,

3/ 0ot des approvisionnements importés en 1971,
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Indurtrial Doveloprent Acuiovemen:s

vo Value added in the mamifactaring sootor rece by about 7 per cent,
per arnum in the 195C s and by o 2r 17 per cern! per annur ir the 1960s:
and tne poriod 1970-(4s The &8 major indusii.es eut.olished are
listed in Annex A,

2. Honduras is classified uy the IURD as an "industrializine country!
with muufacturing acrounting for 27 per cent ot gross value added in
1968 in total commcdity production. In 1470, 1he manufaciuring sector

n znt in 1950,
Agrisuliure’s contribui<on was i7 per cent in 1950 and 35 per cent in
1970, Per capitu income was $183 1n 1960 and $269 +n 1970,

coniributed 14 ver cent of UDP compared wiih 11

}s Employment in mamufacturrnug rose from 10,700 in 1950 (:nciuding
22,300 in the artcran sector) to 72,900 in 1972 (ineluding /2,000 in the
artecan sector). In 1966, o Census chowed Lhat there were 42 entere
priges employing over 10C persons and 50C eatervrises employing between
5 and 100 persons; each citegory proviied employment for about 10,000
workers,

4e in 1970, coneumer goods accourted for 21 per cent of manufacturing
output, i1ntermediate ~oods 16 jer cent and capital goods 3 per cent,

5¢ The proport.on of marufacturing output exporited has increased from
11 per cent in 19€0 tc 23 per cent in i970. Honduras has been a member
of the Centrai Amcrica "aummor ¥ .weet :irac 1960,

Industrial Deve:opment Strategy

6« The industrial pslicy of Hondaras has been an integral part of the
strategy for economic development as 2 whole, 1In the opinion of the
author, industirial growth in Honduras has depended on growth in the
domestic demand for mamufactured goods,

T+ In the 1950s, demand increased as populsiion grew and the standard of
living improved; road development made nation-wide distribution easiers
Most of the industries established in ihis period replaced imporis,.

8. In the 1960s, industries in Honduras had more or less free access




10 the marknts of persanourime ~sua's Lot whs wero menbers of the
Central Americon Common Marke: (7 WCURY, znu imdustries in Honduras

had te compete vith taamciries in thooe cowToes, 4 rronder range

of Spdupdsian o pet B3 e byt o e meandgrr prefrrred to locate
indugstrirs supply:ng th: CENZOM aorkel an @iber member coialries
which were more devoioped and bad o laoreer domeutic markets The
Covernment tried to nc»a%ivie woys of atsracting « larger share of

now CENCOM :ndustries,

9« QGovernment potiicy canceniratnd cn developing Lhe infrastruciure

for industr-al development, leaving execui:on of :ndus'rial projectc

to the private gector. The Toverament jine been prepared o participate
in expensive projectn(kuch 28 a pulp ~nd paper mill and a steel plant);
it has promoted selected cgrn-baced indusir.es., but the main thruat of

industrial development nac been provided bty domeztic private investors, §

10, Only a smzl) part of tne init:at:ve was provided Ly foreign
investors, even thougn their :nieres* was encourasua snd policy towards

foreign invnstment was liberal, \nvol sing few regula’ions.,

1), Attempis to promote esport-sr.ented industriec, particularly
labour-intencive, were no! very successfuly cuality of local supplies
and raw materials were a2 constrainty arcther constraint was the limit
on the incentives -i.on tould b lf.rat Ly Londures .mposed hy an

agreement among *the CENCOM courtriec,

12, Industries have develsned mainly in *wo cities. Active encourage~
ment of decentrzlization wat consciously postpored until a later stage
of industrialization.

Tadustrial Policies and Measures 4

13, The tariff siructure protected new industries in the 19508 (the
author doce not indicate at whai level}. Afier 1960, Hondurns adopted
the commo:n: cxternal taritf of CENCOYM,

14 Imports of machinery and ecquinment, componenit and raw materials
for approved new industries were oxemr.ed from dulies under a 1948

Decree and later tv the 1948 Tndustrial Devclopmen! lLaw (which remaina




R RS

in forer),  lDtemption i oante

orroved o f Iaen} sourcer are not
ava.lanle,
190 The 1350 Law ip'rodu=ad o rrmintiom ne rvomrdd oo

A

from +ay on

profits on 2 ccale drtermined By ~ slassifrcation of the entere

VLLISCEe ol Gib0 0PORLCLA auBiow.u. .l Woih fanancing. % confirced

that ‘hNate aal other trnelits wousd be offercd 4o foreiym invesgtors,

lte The author telievss that these .neentiies have =iruiated
private invesimen: Sut not tn the extent hoped for by the Government.
The reasons, he szaye, are

a) 1lack of entrepreneurial sp.r:t}

t) 1little foreign investmen::

¢} low level domestin savings and consumpt iong

insufficiently ‘ntegrated domestio market;
c) shortage of srilled labour,

Institutions and industrializa*t:on

17. 1In the carly 1950y +he Min:atry of Pinance and the Central Bank
provided puidance on inductr.sl policve A five year Developemnt Plan
was elaborated .n 1354 and a Fat:.onn! Egonomic Council and Nat:omal
Development Bank were estahlishad.

i3« 3:nce 1952, the Industnal Jevclopment law hus been applied by

the Ministry of Economy w:ith zdv.ce from ke Coniral Bank (industry
branch). A departmeni anecial’sing :n indusirial development was
formed weeontl» in tho Mipietsr, Bnath eommercial viavility and

national cost/tenafit analyses have been used in asgsessing projects,

19. Irndustr:al finanoing has come mninly from commercial barks,

Honduras has no inmtitution specialising in induetrial financing,

20, The Covernment has agtablished voecational acheols and a techmical

centre for assiating smalil-scale and artesan industries, More recently
the Government has joined pr.va‘e industiry in establishing al Instituto
Nacional de Formucion Professional,

<l. Tne Winwotry of Fecoowy, the author concludes, is reeponsible

for oversceiny the proccues of ndustrializaticn as a whole in
conjunction with the othei bodies mertioned zuvove,
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