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SUBJECT: Asociaci6n Nacional Campesina Hondurena (ANACH) : Problems and 
Prospects. 

Recent HistorY . It appears timely to commit to paper some thoughts 
on ANACH. Considerable water has gone over the dam in the past two years. 
Three major studies have been completed on this organization with AIFLD's 
direct or indirect involvement . The first was Estudios de CUatro Cooperativas 
Regionales, done in the Fall of 1983 by Development Associates. This pilot 
study was carried out under our auspices though funded by USAID/Honduras. Its 
purpose was to develop the data base for, and survey the propects of, an 
extension, or follow-on project, to the AIFLD OPG supporting three of the 
fourteen ANACH Regional Multi-Service Cooperatives (CARS). 

The second study, Proposal for Expanded Assistance Program t~ 
Asociaci6n Nacional Campesina Hondurena, was accomplished with our funding by 
Rupert Scofield in the Summer of 1984 . The terms of reference of this 
research were considerably broader, encompassing an array of factors including 
the cooperatives, the central administration of ANACH, the finances and debt 
of ANACH, and the problems of the landless . The principal aim was to work out 
the rationale and major components of future ANACH/AIFLD participation in a 
new rural development project being planned by the USAID. This project, Small 
Farmer Organization Development, is now in the final stages of preparation. 
Its budget could range as high as $20·million. 

The third report, Feasibility of Participation by the Asociaci6n 
Nacional de Campesinos Hondurenos in the USAID Small Farmer Organization 
Strengthening Project, was recently undertaken by the Cooperative League of 
the USA (CLUSA) at the request of the USAID. Its purpose was to develop an 
"institutional profile" of ANACH as one of the potential intermediary 
participants in the above project. The work relies considerably on the prior 
Scofield report and CLUSA fully coordinated its efforts with AIFLD. Although 
we have not seen the final study, our review of the drafts indicates that the 
conclusions will be favorable to a substantial AIFLD/ANACH role in the new 
USAID ·project . 
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There are other parts of this recent history which deserve notice. 
At the ANACH Congress last Fall, Julin Mendez was re-elected President by a 
large majority; his leadership has been strengthened, and the representation 
of the Cooperatives in the National Executive Committee (CEN) was also 
increased by the Congress. 

The follow-on ANACH-AIFLD project noted in paragraph one above, 
principally involving financial and material assistance to the CARS and ANACH 
Headquarters, was recently approved by the USAID. This project provides 1.2 
million limpiras (about $500,000) of additional support to ANACH over a 
fifteen month period. Inter alia, the project expands the number of pilot 
CARS receiving AIFLD support from three to five. 

In addition, we now have two full-time Rural Development Officers in 
place working under the direction of the Country Program Director -- one in 
San Pedro Sula, the other in Tegucigalpa -- to support and monitor the 
implementation of this 15 month project. 

Last, over the past year AIFLD's problems with ACDI in Honduras 
appear to have been resolved, and our relations with the USAID at both 
management and staff levels have improved markedly. 

Positive elements in Present and Near-Term Picture. There are a 
number of factors that give credence to the prospect of constructive progress 
by ANACH over the near term and the availability of more resources on our side 
to support ANACH's efforts. First, the attitude of ANACH's leadership, from 
Julin Mendez on down, is much more upbeat and positive now than it was a few 
months ago. This change is due to a combination of reasons, not the least 
being that the new project was finally approved and resources are now flowing, 
and there is reasonable expectation of considerably more. USAID refers to the 
new project as a "bridge project", that is, a transitional set of activities 
which if carried out effectively will be the bridge to the much larger Small 
Farmer Organization project within which ANACH would play an integral role. 

Second, we appear to be witnessing a significant breakthrough within 
ANACH with regard to the recognition of the need for professional management 
to run the cooperatives and the central office of ANACH. The trend now is 
toward the appointment of professionally qualified managers while not too long 
ago this requirement was being doggedly resisted by ANACH leadership. The 
division between political and policy authority, for example, residing with 
the elected President and Executive Committee of a Cooperative and the 
day-to-day administrative and financial authority of a professional executive 
managing the cooperative but responsible to the elected officials, now appears 
to be catching on, and is certainly better understood in ANACH. This is no 
small step forward. 

Third, AIFLD is now in better shape to support and monitor the 
activities of ANACH, particularly over the intensive fifteen month period 
ahead. We are fully staffed, with energetic and experienced leadership, as 
well as a realistic strategy and detailed work plans to guide the direction of 
our support efforts and priorities. Expectations of some success are 
reasonable. 
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The st~ategy itself fo~ the t~ansition p~oject is to establish the 
administrative structu~es and/or systems, -- for example, standardized 
financial management and ~epo~ting systems -- in orde~ that ANACH's current 
sca~ce ~esou~ces a~e mo~e efficiently managed and that the o~ganizati9n is 
bette~ able to absorb larger amounts of financial assistance and investment 
capital in the nea~ and longe~ te~. Note this is not a st~ategy to solve all 
the majo~ p~oblems of ANACH in fifteen months, but ~athe~ to set the· house in 
order so that these problems can be p~og~essively ameliorated ove~ a longe~ 
pe~iod. 

Negative Elements. Pe~haps we should p~oceed inductively, fi~st 
marshalling some specific data which provide focus, albeit selectively, and 
facilitate gene~alization on ANACH's present condition and the negative 
factors that in part p~ofile this condition. 

a) Falling membership. Rupe~t Scofield estimates ANACH's present 
membe~ship at 23,531. The membe~s divide into th~ee g~oups: Regional 
Coope~atives (CARS) 38'-, Subseccionales 46'-, and the Landless 16'-. The 
figures in the CLUSA study are comparable, 20,000-25,000 membe~s. Howeve~. 
the CLUSA estimate· of dues paying membe~s dips downwa~d to 4000-5000. Against 
these figu~es, which appea~ to have been quite carefully derived f~om multiple 
sou~ces, a~e the public claims of ANACH of a membe~ship of some 80,000, though 
p~ivately ANACH officials admit of figures considerably less. 

What appears to be the case is that ANACH has suffe~ed a g~adual 
decline in its membership f~om a high in the ea~ly years of the 1970s of about 
80,000 to the p~esent low. This decline has been a matte~ of conce~n fo~ the 
leadership of ANACH fo~ a number of yea~s now, though officials have been less 
than candid in admitting the decline to outside~s. and indeed have pu~osely 
inflated the figures to hide the reality -- in part for fear of loss of 
credibility and (political) influence. 

b) Financial Condition. ANACH suffers from a serious liquidity 
problem. Pressure on budget resources is seve~e and continuous. Acco~ding to 
CLUSA, ANACH operated at a net loss of L 135,171 in FY 1982-83, adding to a 
previous accumulated deficit of L 97,951 in past years. The primary cause of 
the deficit is the dubious practice of assigning "honorarios", or ea~arking 
budget funds not now available, to activistas and other ANACH officials fo~ 
~etroactive payment of sala~ies, or for wo~k p~eviously perfo~ed. The idea 
is to keep people working even though there are not the liquid resources to 
pay them. In FY 1982-83, honora~ios represented 40 percent of total operating 
expenses. 

Complicating ANACH's cash flow problems is the seasonal character of 
its income, with the low in the winter and the high in the late summer before 
the annual Congress. To cover operating expenses, such as telephone bills and 
rent, during the low periods, it is not uncommon for ANACH to borrow from the 
Cooperatives, which with few exceptions are also strapped for cash. 
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Adding to ANACH's financial woes is the fact that dues collections 
are falling in absolute terms and as a percentage of total income. Income 
from dues in FY 1983-84 came to L 52,093, a drop from the prior fiscal year of 
some L 18,000, or a 26 percent drop of total income . 

Further, as can be surmised from the above, ANACH is dependent on 
resource transfers from domestic agencies and international donors to maintain 
itself. In FY 1983-84, external contributions accounted for 86.4 percent of 
total ANACH income, principally from AIFLD (37.2%) and the Honduran Government 
(Ministry of Natural Resources) (38.5%). 

The CLUSA Report in discussing ANACH's financial problems points out 
that "ANACH is living a hand-to-mouth existence.... With its present methods 
of operation, there is no possibility of ANACH achieving self-sufficiency 
within the forseeable future. The services it offers are 'soft' and highly 
subsidized. No cost-recovery policy exists. The organization is over 85~ 
dependent on donations and has instituted no changes under the current budget 
to alter this .... Dues collection mechanisms are wholly inadequate; the CARS 
are now collecting ANACH dues from their affiliates, but they lack support by 
ANACH and have little incentive to press collection in any case -- for they 
retain none of the funds collected. Under its current budget, ANACH has made 
no cut back in expenses. In fact, honorarios are increasing by some L 8000 
and add up to about 40% of the present budget. ANACH lacks a viable long-term 
strategy to achieve self sufficiency ... . Major changes must be implemented if 
ANACH is to become an economically viable organization." 

The financial conditions of the CARS also merit attention. 
Virtually all the Cooperatives face serious financial problems. Two, CARCOTEL 
and CARAL, are likely legally bankrupt, according to Scofield and CLUSA. 
These two are the largest and most administratively complex of the fourteen 
ANACH Cooperatives . CARCOTEL has 2,200 members organized within 92 local 
groups. They cultivate 10,000 manzanas of land, out of the approximate 15,000 
manzanas which the Cooperative owns. CARAL has 1,520 members organized within 
76 local groups. They cultivate 6,000 of the 9,000 manzanas which CARAL 
owns. Both CARCOTEL and CARAL are AIFLD OPG supported pilot cooperatives. 

The reasons for the precarious financial condition of CARCOTEL and 
CARAL are both specific to them but also reflective of factors that are 
characteristic in varying degree of all the ANACH CARS . In the case of CARAL, 
some of the specific elements have been ill-advised tractor purchases and 
costly mechanization services, marketing losses on cash crop experiments and a 
failed rice milling operation. In the case of CARCOTEL, the specifics include 
substantial losses on mechanization services and a consumer store operation, 
too rapid and too dispersed expansion of local groups and services, and 
inefficient basic grains marketing . 

Other factors creating the financial distress which are shared with 
the other CARS are: 1) low recuperation rates on credit from the Grupos 
Basicos; 2) poor financial management practices (e.g. paying "honorarios" from 
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credit cash flows before any profits have been realized); and 3) an 
over- abundance of available financial resources p~ovided without . realistic 
investment plans principally by BANADESA, the Honduran national agricultural 
development bank, which the CARS have to come to rely on to bail them out each 
year , and which discourage the financial discipline requisite to improving 
their financial position . 

The above is not to imply that the financial condition of the 
fourteen CARS is unifocmedly negative. At least two of the Cooperatives, 
CARCOMAL in Comayagua (an OPG~supported pilot CAR) and CARPIHL in Cortez are 
on balance in fair to good financial shape and show promise of sustained 
economic health and profitability . There are also hopeful signs in virtually 
all the CARS , such as production base , membership potential and improved 
management, upon which to base a turnaround strategy of genuine change and 
growth . However , the negatives above do indeed reflect a sobering reality . 

The overall debt burden of the CARS was informally estimated by 
CLUSA as being in the range of 15 to 20 million limpiras, of which 20 to 40 
percent was long term and the balance short term obligations on production 
credit with BANADESA . With the apparent exceptions of CARCOMAL and CARPIHL, 
the CARS are dependent on the capitalization of their credit as their only 
source of revenue. In other words, they are being kept alive by cash flow 
generated not by profit but by credit. This has to change, and at present 
there is a very limited capacity to generate new income except by improved and 
expanded technical and financial . services to the ANACH constituency, based on 
a schedule of user's fees . 

The provision of adequate and timely services by ANACH to the 
Cooperatives, and by the Cooperatives to the local groups is central to easing 
the financial problems of ANACH and to assuring the long-term viability of its 
cooperative arm. Put differently , the present lack of services , such as 
farm-level technical assistance, the availability of cost effective production 
inputs and mechanization services, quality control storage and marketing , 
etc . , is integrally related to the other negative factors noted above , i.e., 
the decline in ANACH membership, falling dues collections and external 
resource dependency. This point is readily apparent throughout the findings 
of both the Scofield and the CLUSA reports. 

Some final thoughts . ANACH's present problems are not solely 
self-inflicted . There is considerable blame to spread around . BANADESA has 
poorly administered its production and investment credit programs with the 
CARS, providing an abundance of resources but without effective discipline or 
consistent standards. Its officials have been particularly culpable in 
continuously over-estimating short term production credit requirements using 
inflated yield projections for basic grains . IHMA, the national marketing 
agency for cereals, has compromised the financial position of individual CARS 
on more than one occasion by not purchasing on a timely basis , or not at all, 
the seasonal produce of the Cooperatives, as it is committed to do by law if 
the CAR has received BANADESA credit, because of poorly planned resource 
allocations. Apparently, IHMA simply runs out of money .' The technical 
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assistance provided by the Ministry of Natural Resources and the Directorate 
of Cooperative Development (DIFOCOOP) to ANACH and its Cooperatives generally 
has left much to be desired, both in terms of the quality of the expertise and 
the commitment to service of the public sector tecnicos. 

Further, a contributing factor to ANACH's financial woes is the 
depressed state of the economy in Honduras. One of the reasons that ANACH is 
so dependent on outside resources is the empoverishment of the small farm 
sector of the rural economy. Specifically -- to quote the CLUSA Report -- "if 

- the producer of the crop, whatever it might be, receives only a bare 
subsistence-level return for his efforts, then capitalization at all levels of 
the cooperative structure is not possible. 'Capitalization' is simply another 
word for savings from current income. If income provides only a miserable 
livelihood, then capitalization is impossible. •• 

Keeping in mind these extenuating factors, lets add a few more 
points that are useful in better understanding ANACH. First, ANACH's marked 
success in obtaining resources to keep the organization going has 
unfortunately not been matched by a concomitant success in using the resources 
effectively. This is· in part the result of a "mind-set••, the genesis of which 
goes back to ANACH's earlier days when its mission was essentially only that 
of a political pressure group, e.g., to obtain land for the landless. For 
example, ANACH has seen AIFLD assistance over the years as largely a means of 
subsidizing overhead costs, like paying salaries, or as straight budget 
support to maintain political organization, not as a means of generating 
constructive changes. 

It is this short-term mind-set which has to change if some of the 
serious middle and longer term political costs which are entailed are to be 
averted. 

What is at stake is the popular political base of ANACH. The 
organization's constituency is gradually constricting in considerable part 
because of its inability to provide services to its members. Statements such 
as the one in the Scofield Report that "CARAL's ability to provide technical 
assistance has lagged far behind the needs of its membership" abound in the 
three studies noted above. What lurks just below the surface is the longer 
term negative political impact of this non-performance, or inadequate 
performance, on the technical side. 

During its early years, ANACH was mainly a movement of the rural 
landless. As it became increasingly successful in carrying our its mission, 
new constituency needs and challenges were created. In order to retain its 
members, it got into the business of providing them technical services such as 
production inputs, credit, marketing and technical assistance. By the early 
1970s, a full blown ANACH cooperative movement had evolved providing the 
intermediate agency needed for the channeling of services to the base groups. 
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These services, never professionally grounded in ANACH, or carried out 
efficiently, and largely considered secondary to immediate political concerns, 
have progressively deteriorated in the face of the demands upon them which 
have grown more numerous and technically complex. In effect, ANACH is at best 
only marginally delivering the economic and technical services which improve 
the rural quality of life and give campesinos a stake in their economy and 
incentives to pay dues and participate. The net result is that the 
fundamental political mission of ANACH of representing the economic interests 
of the campesino s,ector, artd thereby contributing to the evolution of vigorous 
democratic group politics in Honduras, is blunted by the lack of support, 
and/or creeping non-participation, of its constitutent groups. Inevitably, 
militancy and purpose give way to venality and obsolescence . This is the 
shape of things to come for ANACH unless greater complementarity can be 
developed between political purpose and economic service. 

RH:nw 
cc. S. Haddad, J. Holway, J . Estrada, M. Verdu, J. Heberle, J. Campos, R . 
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Leonard, B. Cohen 


