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SUPPLEMENT 

C- 20 

CERTIFICATION PURSUANT TO SECTION 6. 11 (e) OF THE rC&,,IGN 
ASSISTANCE ACT OF 1961, AS AIENDED. 

SUBJECT: COLOMBIA - Capital Assistance - Agricultural Sector Loan 

Having taken into account, among other things, the maintenance and 
utilization of projects in Colombia previously financed or assisted 
by the United States, I certify that in my judgment Colombia has the 
financial capability and the human resources effectively tv maiv-tain 
and utilize the proposed Agricultural Sector Loan. 

This judgment is based primarily on the facts developed in the Capital 
Assistance Paper for the proposed loan of $31.8 million, which dis­
cusses in detail the capabilities of the Ministry of Agriculture, and 
the various governmental agencies which will implement the loan, and 
finds that they possess adequate financial and hum resources 
capability (to be supported by technical assistance and training as 
appropriate) effectively to maintain amd utilize the project. The 
relationship betweeet the proposed loa snd prior U.S. assistance to 
the Colombian Agriculture Sector io discussed in detail in the Capital 
Assistance Paper. 

Marvin Welssman
 

Mission Director
 

Date
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Mission Analysis of Compianc -- e Lai Crie-

For purposes of comparing exendltureneczc--' in different time
periods we 
 have computed for I9t> th:-ougL 107%, as shown in 
Table 11-9, the followingC
 

A. All direct program costs 
of the public entities under
the direction of the Ministry of Agriculture. However, for
entities which have "commerc-i a:pe '-a'.cn
. the Ca ji Agraria,
COFIAGRO, and IDEMA, and whichl engage ici, t actual Purca,.e andsale of agricultural inputs and products we 
have excliided the

corresponding portion of their uudgets. 

B. For regional development authorities e.g. CAPRiJ tIheIUruba and Choco Corporations, which are also titularl., underthe Ministry of Education, but where only pait of this activity
relates directly to agriculture, we have calculated and 
included
 
only a percentage of their budgets.
 

C. The budgets of certain other government or quasi-.'cvernmental
entities which, while not under the Ministry of Agriculture in
budgeting terms perform a function directly related 
to agriculturedevelopment, e.g. the Federation of Coffee Growers, the Ncti;inal
Feeder/Access Road Fund and FEDEGAN. 
 Tn some instances 1007,the budgets of these entities have been shozn; in other cases, 

of 
e.g.electric power investment, only a percentage.
 

This i.eLod of computing sector investment understates thenational total, since we have not been able 
to show figures fo;"
departmental programs and for entities such as 
the Banco Cafetuo.
 
However, since the concept 
is unchanged from year to year, it
 
does seem to show the trend in investment as follows:
 

Millions of 
 Percentage Change
Dollar Equivalent From Previous Years 

1968 
 378.1 ----­
1969 
 448.8 
 4- 19.8
 
1970 
 428.0 ­ 4.5
 
1971 
 434.7 
 4- 1.5

1972 
 467.5 
 + 7.6
1973 
 522.6 


- 11.8 
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To some extent the fluetilatinn between 1969 and 1970, as
well as the unsatisfa-to, -y ra i creasE: for 1971 and 1970 
are due to the operations Cf cr. rgcnC7, IDEMA, which had a 
large, foreign financial silo C.nst.uction program in 1969. 
The GOC agriculturalplans to step :ip t'e pat-e i.z investment in
1972 and 1973; and if the total change between 1968 and 1973
 
is calculated it averages about 8% annually.
 

Table 11-8 shows how the aboe investment was or is planned
to be financed from GOC resources, other Foreign Financing, and 
U.S. assistance. As can be seen, the planned increase is heavily

dependent on foreign financing, the GOC inputs in money terms
 
remaining relatively constant. In part this situation results
 
from the GOC's ability to obtain loans for agricultural projects
 
more easily than for other sectors.
 

(Percentages)
 

1968 1969 1970 1971 1972 

AID 10.7 5.1 7.1 8.6 7.4 

Other Foreign Financing 7.1 3.5 6.5 8.0 12.9 

GOC 82.2 91.4 R6. 4 83.4 79.7 
Totals 100.0 100.0 100.0 100.0 100.0 

Since approximately 93% of the proposed loan will be disbursed in
 
connection with the GOC 1972 budget, we have compared the U.S.
 
percentage of the total sector investment for 1972 with the preceeding

GOC budget year, 1971. When measured in these terms, as shown 
above, the U.S. share of the total decreases from 8.6 to 7.47.. 
If the U.S. share is computed against only the GOC financed inputs
to the sector (see attached table) the figures are 9.41% for 1971
 
and 9.34% for 1972.
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,~62. 1*37GOCResurcs, 


3762.1 38.47USC Resources 

399.741.
TOTAL 

of to Total 9.47AID 9.1, 

Total of N64l' AID SuPport %AID SuvoortUI A. NEW ACTIVITIES 

(millions of dollars)
 

50,
2..0 1.0
Access and feeder roads 

1.b0 50
Credit to marketing 2.0 
1.5 42,9
Pilot Area development 3.5 


B, ONGOING ACTIVITIES Change Total
 
7 IncreaseActivity 1972 Change in' 


over 971. AID.Su.oo.t 
 -

-. 5188 na
'Ministry of Agriculture -. 044 

938 30''3.0
INCORA 

0.730 0.225 30.8INDERENA 1.3581 .14.IA9.700 

ij .jii-•i 
.. Fore ign FinancingExcluding 

,tI!!;,
i II: il°'l , !!, !)~l Ii i~iI{ ]-.!
,i'!-II~ii=Ii 5! I 1Ii !!IE 
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PATONE AGRI CULTURAL SECTCR n~gF~_tnr r,1 Rer 

_OC ge Ievloricultural 

" 
. Qverall Sector Pinn t3 p :,c ove. 
weto ainlPlg Obieotivesq'
 

During the past decade Colombia has experienced relative political
stability and a sustained ~period of econoxiic Igrowta.. Gross' realdomestcpro 
do sias icd at an average rate of ovr 5.0 percent -annual i. 
the past three years the growth ratehas beenover 6.0 percent per year.
Nevertheless, the distribution of incomes and the access to social services 
continued to be'very unequal among socio-economic groups, and unemployment 
in urban centers has become a critical issue. 

;polioyie 


I 
d In August, 1970 the National Council for Economic and Social 

economic develoment.,/ Of particular significance was the inoreased emphasis 
on social reforms that iould reduce income disparities and distribute the benefits 
of economic development more equitably among all segments of the population. 

.. G00 policyseekh both continued of economic;The ;bytbeNatinIdecartien of e a high levelPllnew GovereenteWs poga%for sialn :and :: ,
growth and a reduced level of unemployment. The employment issue was identified as . tI Policthe topisuepriority problem.Ie ofAlcomprehensivehe new Goveret and' evaluation of thiesodlDee~ aieclati. review's prgra m fr to Icele "ii:Colombia employment problem by an International Labor 
nd 

Office World Employment
Program study team provided useful gnoses and a set of recommendations forimproving the employment situation.-'/ 

by theThe Plan for Economic and Social Development 1970-73 preparedbyteNational Department or Planning and presented to the President and ~ the Congress in December, 1970, outlined a strategy to carry out the broad
policies that had been laid down by the National' Council on Economic and
Social Development. The central goals of the 4300 strategy are to increase
incomes, reduce unemployment, achieve a. more equial distribution of income>
and social services, while maintaining athigh rate of overall economic grovth. 

The Plan emphasizes the acceleration of agrarian refors to.,create more jobs and better living conditiona in rural ares, thus reducingthe necessity of migration to the cities, Y',concurrenty oiisfrurban and regional developmentcall-.for programs to create jobs and

improve living conditions 

to
 
in the intermediate cities so a Beeane of alleviating 

'YDelaration of the National Council for Economic andoiaPlcy Govern­
mnent' of 'Colombia, August~21, 1970. 

'aInternational Labor fc (ILO),Fl iom'tSS'Offc Towlard- 1 Zr'~etA'Pmoram3 r'',<ii 

I/Tii trtegwa oe o th bsic, dagostcconclusions", 'r"Athe 1W TasSaapter.' J., Ap-l-6Z 
S s e , C h Fu ll Mp o y s 11 it 



the demographic pressures on i t tas. Ynus, lare ie a irh degree
of interdependency between the agr tv tl and the urban/regional develop­
ment policies and programs. The stimultion of Industrial eWloyment in inter­
mediate cities will in many instances b , -ed npon arlcultt.V'L product proces­
sing activities, or the manufacture and distribution of farm l.nvuts and conamer 
goods. liucation policies and progrom uilJ. clsc. snor-, as a critical link in
 
the overall strategy for coordinating rural and urban development. The GOC
 
policy gives major new emphasis to strengthmning rvuql educatir, tc prepare

youth for more productive employment tn 
 'zrti orn- '% vell a , ; better 
prepare them Should they caoose io to urbanfor jobs sigrate centers. Other
 
OC programs are directed toward the improvement of the transport, electrical
 
power and communication infrastructure to better integrate rural and urban
 
areas and to facilitate the development of national markets for production
 
resources, intermediate goods and consumer goods.
 

The goals and objectives of the 000 agricultural sector plan
for 1970-73 are supportive of the overall development goals and objectives 
described above. The agricultural plan objectives can be summarised as
 
follows $ 

(a) Increase the level of employment and income in the agrioul­
tural sector in such a way as to reduce rural-urban migration, while at
 
the same time increasing total output and production per worker.
 

(b) Increase production and improve the productivity of agri­
cultural resources in order to meet internal demands and, where economically
 
feasible, to foment exports.
 

(c) More equitable distribution of income and productive
 
resources.
 

(d) Improve the marketing system so as to reduce costs and to 
assure sufficient supplies to satisfy demands for internal oonstmption and 
exports. 

2. POtLcies and Programs
 

The Ministry of Agriculture and its affiliated agencies have 
primary responsibility for implementation of the agricultural sector plan.
The organizational structure and functioning of tnese various entities were
 
described earlier in the loan paper (ArnnexTII, 1--l.b). A comprehensive
reorganization of the Ministry of AgricUlture wn begun in 1968 and carried out 
mainly in lhAlthough some significant adjustamte are being made in pro­
gramming activities, no major institutional changes are associated with the 
implementation of the 1970-73 Plan. 

UNCLASIFtUM 



tho~ ke- c 

by the agricultural agencies includc 


Some of 1-wD~'o r b~o~ t;o~c'd ott 
the ­

a. An acceleration of a .,.; .- i.-rian ritform program.This involves higher priority to .Inndrdw' L,:-ach
io': lowyr priorityto capital intensive irrigation e:,n,.o, La the.. "ojas INOCAsupervised 
Tx'cc.,:credit program and continued co supporL colonizationin new agricultural areas. 
 In early 197.1, c h3 -h level Presidential Committeereviewed the agrarian reform program and offcrtc, P nun er of reotuwndations,including guidelines on the detervdb.nVIon oi s ii of i.6 ,d utilizationand suggested procedures for speeding up l -AXciuL !itioa,'-., istributionprocedures. :L1 Lund reform be , i 


the GOC has firmly asserted thut "hpro.r.n ,il.:-, ..
 

continues *Zo politIc-,lI.y n vile but 

b. A strengthening of u rcultur . r,' c ­emphasis on applied studies to doveloo ard _dcq.pt "lp,.-:k&geo o' .lolo, ydfor specific commodities in differtnt roionry of th'o count-'. Thnoso Vrg ms
involve closer coordination of research nd o:.rensio vox'koru t h;. er.atodin the past. High priority is to be givon to roenr-n and 3n;olo poten­ontial export crops and to expanding pro.c..t oy ro -o,' to s.rvv., ).,Irgornumber of farm families. These oxpbnd& o:fonin -- i',.rt,

close coordination 
with the credit ict~vit 30 'th: 

=rx, 
tILa. 

c. Althougn total agricttu rz! credit :; to be ckenaod, thoGOC credit policies are being reviewed end icovised. Some of the lnrgotagricultural borrowers will longerno be nblo to oblain rJAiativoj.y low coitcredit from public credit agencies but rnther 7-t competu for crcd't iii th,commercial banks. The intent is to shift mn increasing prop'.. !on of "public"
credit toward small farmers and lpbor-i-t;n,.iV( production, 

d, Efforts are to bo made to i-To'rao tho use of .giil ,turlinputs. Fertilizer will receive special attontio- through prog-:i ....reduce c(;ats and increase the tiuely ... of dependable quilevels of fertiliser at local out-!.so. A mrnurac,4l nd is 'obe established on a trial basis 
t-u 

to .i'morn 41o borrowto purchase modern inputs, but for recion,3 1:,V nrd their control, theyrealise a sharp reduction in crop 
 1.,. ''-. ,:,n, i to cti.l,te th, useof modern inputs by reducina th ='.: . .i fi-.'more. 

Informe de la"miaion Evaluan dor d etj f ,i rari, Bogota, January
30, 1971. 

UNLASIM 
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e, Marketing improvemovit V'rAms t"t are identified in toe 
Plan include the establishment of a n, Tine of creodlt for marketing, the
 
construction of penetration roads, aw# e ictivities to espand 
agricultural exports. The price suwpp' Trd P, l, ton - rogvii for storable 
commoditiea is to be strengthened s R rqqt of +h, m-r@n@1on in rtorage
 
facilities that is now underway.
 

f. Natural resource development ind atizetion ii to receive 
greater support. Much of this surpo wA1 , evqr- ' frht'r derelop­
ment of the institutional capacity of O+RMMA to c97. out long-term 
management and development programs for forest, water and fishery resources, 
Snorter-run program activities will be directed toward expanding exports 
of forest products and to increasing domestic prodijotion and consumption of 
fish.
 

3. Performance Targets 

The central performance targets of the 1970-73 Plan are to 
achieve a 7 1/2 percent annual rate of growth in GDP and, at the same time, 
to reduce the unemployment rate from 8,4 to 6.4 percent of the total labor 
force. Within this framework the goal is for agricultural employment to 
increase by 2.4 percent per year, while total national employment increases
 
4.4 percent annually. According to the ILO report the rural labor force, 
assuming no migration, would be growing at 3.5 percent annually, while 
agricultural employment has recently been growing at about 1.4 percent per 
year. I/ The achievement of the 2.4 percent rate of growth in agricultural 
employment would require a significant reduction in rural-urban migration 
and the creation of about 66,000 new agricultural jobs per year.
 

The National Department of Planning has estimated tnat agri­
cultural output will need to increase by 5.5 percent per year to meet tne
 
anticipated growth in domestic demand and to expand minor agricultural
 
exports by 20 percent per year. Minor exports now represent about 5 percent 
of agricultural prod'action, excluding coffee. It is assumed that the aggre­
gate demand for coffee (domestic plus exports) will continue to expand about 
2 to 3 percent per year. Currently coffee represents about 12 percent of 
total agricultural sector output. The 5.5 percent annual increase in agri­
cultural output established as a planning goal compares with an average 
increase of 5.4 percnt over the past three years end a longer term average 
of about 3.1 percent annually. 

DF Did. p. 54 
UNCIAUBIE 
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TABLE 1-12 

Projections of Agricultural and Non-Agricultural Output and Employment 1970 and 1973 

Gross Product Employment Gross Product Rate of Increase 
Sector (Millions of (Thous. persons) Increase per person in productivity 

1958 pesos) 	 (1958 pesos )%

1970 1973 1970 1973 1970-73 1970 1973 

Agriculture 11,078 13,008 2,671 2,869 198 4,148 4,533 

Non-Agri­
culture -27,552 34,982 3,267 3,881 614 8,433 9,009 2.25 

TOTAL 38,630 47,990 5,938 6,750 812
 

Sourcet 	Plan for Economic and Social Development, 1970-73, National Department of Planning, 
Bogota, olombia, December, 1970, p. 1.6. 
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~In order to a6Ohiemp 3 ,,t vs4nq;i o~a in 'outpti e 
productivity by 3 percent 

~ a nu lJ~ 'j ~~ d e ~ tcar rto ,'increaase labox'annualIyJAs v NK h"Iiity in~ agriculture- increased- abn -rP 
1~~a tnst l1abor pout,

Twosrv oensus.-y~era 

The G output 'and. empiloyment projections Uror botfaand nonnagrioual the agriculturalseotorss are sam~rled, Mi 7-32.)YlThe~0OPeib 
4documnt -doom not 'provide move detallmi ).Orp~a emahtatio~ targetsthan those presented, above, The- targetsdeloped thg joint analyis and 

set, trth I."tin lan propoal-ire,consultation amonj the Natinal Flaniia~Depuzrtment') the Ministry of Agriculture, the operatinlconcermed gnis andtihe Mission. 

4. Financial fepuir~ments to Carrv Out the000Agricultur01~, Bepto. ln 
The The Yearprepar'M by the various Investment,:Plan was based Waction agencies. upon budget ustwee ubjected to review and The agricultural agency,adjustment by OPSA and~Direotive the Miniastry of AricultureQouncil prior to. Bubibiaion to the Xainlpj~~~ateafor fui'her review and adjuatiiejt-within the constraints of the'.iatt61 1,budgets
The budget projections of the National Planning Departmient are presitod. iU,,heSector loan paper as'the bast estimates of the financial rurebA toimplement the agricultural seetor programs.
 

The total annual nesmn
h~as been projected to increase 
-budget for the agriouliural secorabout 19 peioent from 1970 to 1973 (Table r_13),. 

A TOBLE -13
 

GOIvestments 
 in the Agicultural Setors 1 68-7 Vt .. 

Year MinlionU,.8.DIUarm
1968 378.1
1969 > 448.911970 428.01971 434.7'11972 467.51973 522. 64 

* trategy. a for achievn such r throug increiae~ 1
ephasis on the prduotion and marketing of' labor~intensive crops wi earn­<Modties. 

4/ iaeduponthe following exchange ratea S L00~
19A-1.8 1970 ~ - 18.148 p3<102 21~1l969 - 17.36.~ 1971_-qr~ 3 2 ;1910 
source#: NatonlDeprtment of'Flanx. 
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,cl 

does not in'cl,de' "commercial" operaton of the rl 'n 
where actual1 pucs and sle of ngrcilt~j a1Pi~tt 
out by7divi~sions ,within these pib1ffili 
does not include depatmenta1 program ~n't~ tv~r 

,,..- - a i ,, 4 t o a t Vs>'~emi-pubic ag'encies . 2 ~ '' 

.raris, and DA 
arnd productfsarcare 
t~c L v(stment1' budget 

fomeo tr 
F0o f t e 

'22i. 
S 

'The 'alloaatiohofresources by implementing agency within
the agricultural sector is presenitodin detali rlt Tw~o C.'-Tu11e I-9.4In genei'al f,7tbere is~ a Significant relationship betwee thatter''ofbudget inoreases5 and the prior'ities 'stfort'~i h iieZa'P~~Te 

ro ad bugetsfor.INCRA,',ICA, and INDUNNA hiaibtve beenincreased inabtnm 
t ;lyaboveIthIe.1968-69 l~evelsp ref leoting', the 7high,-prio Iities on 4,uelew_

atintie agrarian reform,, inrasn emlymn in4rlae n 
the management arid utilization of natural> resources. neTh perocente mow .. 

-projected for these agencies for the interval 1969-1972.are soan los$ 
INCORA 35 

, 

INDERENA -262 

otua eTohe GOC projections of soux'qes of funds to 
culurasetorprogram are summarized In"Table 11-8.' 

fimnheetbe agpi­

5. Foreign Technical Asuistance)-' 

The 000 is in the prcs of maig iniantg
its policies for accepting or procuring'foraigntechnicaiagsjgstin*
Three-Tear Plan presented the folloinrg 000 policy guidelines's 

"* 
, 

in- "~ 

sources, 
(1) To..seek diversif'ication of technical 

including multinational and bilateral arrangements. 
assistance p 

- , 

oa~gan ra (2)-haInsofar aspossible 'to obtain tachnioal ap'istoi 
o ,Ig e t r t e-t ha a,' -** C -s.,3, 

(3 To establish, a systematic, procedure for coordiitip
ontrollingdforeign technical assistance. Local entities '&.is to originaste-jechnical assistance requests which wiill be oladthoui teNinl 

Planing Department.4' 

W 

~, .The Ministry-of Agriculture. and th Nainl ln 
Offce ree nibe for atig a'dplanning all foreign tji~ia 

A- - WLABSIFlID, 



assistance for the agricultural ;;G tuy ; f%.'ul'6',TA'.requirementa and po'tetial aore" 
ne ai s ption of~t8nGC' al 8uoe staalbe to -_ be4

avaiable t'ill -th bfctor 10Un application Includes~
requiiementis !3,C 

; Since"1966 th'e bulk of~ USSID technical aisaistance and per­ticipaAnt training resources.(f21 millio 'rant" and~$3 30 iiiiloaav~
 
gone~to support tne ICA-ational Univarsity ~fotz't pxvd quled lider.

graduate and masters degrees level ticniana for the agricultur a, seoto r.
Testrategy of this substantial investment was to hel ebeC1miato";
 
produce its'onmualified tecnicians' in the" a'tmosphere 
 and~wth th problems
that are uiquielyLColombian and, wuhichi cannot be duplicated in9 foreig nivx
sities. Since 1966 Colombian universities' have graduated 1'p850'litudentslnagricultural 'scioncea, making a total of over 5,000 coll1'g ,eeeagiiiI.
turists ihi the' country. :By the end of the current year; IC.4(ationil UThiiVei..

sity will-have graduat~ed 74 masters degree agrioultukiits. Moi ihn 135,
students have gone to the U.S. for masters and' fh.D. level' 

' 

training 'uner the
ICA-Nebraska' program. About 96 of these will hlave returned by the end cof

Y~this calendar year~. 

Thus Colombia is in possession of an imposing array oftechnical talent' who are capable of meeting many of the requirements for 
'4k technical expertise in sectoral development. The principal'use 'for outsidetechnicians will be to assist Colombians in gaining practical experience andadvise in' specialized areas, and at the planning, policy and imlementation,


level. Colombia is currently receiving technical assistance from the UN,

IBRD, BID, Kellogg, Ford, Rockefeller Pbundationsi and various European

countries. The largest agricultural technical assistance group, the Nebraska1

Mission prob~ably will be phased out 
 at the end of ;197J. or early in 1972.' 

It remains to be seen how successfully the Colombian agri­cultural agencies can carry forward~their projected sector plan with indigenou

4 personnel and grant funded foreign technical assistance. The Rural Develop..


ment and Credit Division of the 'USAID Mission 
will be providing some'asasat­ance to the Ministry- of 'Agri culture as part of the proceus of monitoring theAID Sector Loan., This assistance will be mainl7 in the areaof policy
formulation, planning and4 evaluation nnd would be effected through theNational Planning' Office and the Office' of Planning in the Ministry. AIDwill also help arrange specialized assistance through regionally funded 
contracts and short term consultants. 

K 2 
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setoa bjcie cotane inte .ariculturaldevelopmen P~ n. 

'While assisting GOC t6o
in A , 

inat itz nstiori-1,objectives~a at-Mitd1 above, the 1971 loan progressivel~y will help to'meet the oirucia1 'requl.uments of marginal and-sub-marginal rur~al' dwellers, increasing >socialequity, without 4undue preemption of the flov, of' resourceas requirod,-toth~e 4cotaUerapid growth in the coimroi'al ericultural siu6-seco. oevr thogimproved teohnology, supervised credit, marketing assistance,farm-to-market >and improvedroads, small farmer& can enter arnd help broadenand export marketing of labor intensive crops. 
the domestic 

The major portion of this loanis directed toward bringing increasing numbers of the sub-marginal class into
4 the economy. 

2. Res=uioe allocation of proposed $28.O0million loan amongvarious activities and organizationso
 

Organizational. allocation by implementationj 
 or coordinationagency ist (million dollars) 

Ministry of A~griculture 1 .16
INGMEA 15.09
ICA 7.05INDERENA 
 1.90Other 2.00 

4 

The proposed activity uses of the loan may be categorized into,three groups, not mutually exclusive.

designed Major emphasis is assignedt to progx'obrnto create employment, raise the level of living and increa'se the pro­ductivity of marginal and sub-marginal farmers (Group I)14. A portion of loanwill be directed toward continued support of 4those agencies> andessential to overall agricultural development 

programs 
amount (Group 'II).' 'An' additionalwill be directed toward efforts that will strengthten- the basae 'forfuture development efforts (Group III).' 

GroupI- Increased-ployment_nd ncome_Redistribution ~ ;y 

Supervised Credit
 

a . IN CORA .$ . 34444 
b. PiloltAreas 
 1.50 


4' 

44 ".0434 

a s Marketing 

4 4 

Agrarian Rform-. 6.564>'4~'~4 
i 41.'5 (4 9, 

4.4 4 4. 4 . 4 4 4 4 " 4 .. U N4 ~ .- 4434''I444 
4.4.4 2 ~ 4 >4" "'4. 



OroUP11- Dfr inged.p~ ~ 

MINAG - Planrione .26 

Vehicles ' i9quipment .60 

Ag. Extension & quality control3.04 

$3.90 

Group III - To Strengthen Future Development 

Natural Resources 1.90 

Participant Training .30
 

Agricultural Research 3.31 

Farm-to-market Roads 1.00 
$ 6.51 

3. Incremental contributions of loan to overall changes and 
targets sought by GOC agricultural development plan. 

Resource limitations created by balance of payments and monetary
constraints, together with competing worthwhile demands in other economic 
and social sectors, impede major additions to domestic resources for the sector
 
in the short and medium term. 
The purpose of this loan, therefore, is to

assist with those incremental contributions that are vital to Colombia's
 
achieving the objectives of its development plan.
 

Credit programs under the loan will increase by 10% annually
the net returns of at least 21,000 small farmers, and generate substantial 
additional on and off-farm employment (See Performance Target 1). Ten 
thousand additional land titles per year will be given to new landholders,
thus, stimulating additional employment (See Performance Target 2). The loan
 
will help finance "first-step" priority actions to accelerate the exploitation

of Colombia natural resources, thus creating new employment and earning 
scarce foreign exchange (See Operational Target 2B). Other sections in the
 
loan are designed to similarly accelerate growth and development of the
 
sector. 
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4. Relationship witn Ryerion) It'd 71.ucational Sector Loans. 

The Colombian economy is basically a rural one. Approximately
one-third of the GDP is from the agricultural sector and this sector contri­butes 85% of the country's exports. The makeup of Colombia' total resource
picture dictates that industrial developmenqt, if it is to be achieved without
aggravating balance of payments problems through the need to import primarymaterials (as happened in the 1950's), must be based on agriculture includ-.
ing forestry and fish. 

The education development plan can serve as 
a complement to the
modernization of the agricultural sector since there is planned coincidence
in the strategies and in the levels of the programs. 
In each case the GOC
is dealing basically with the same people. 
Both sectors need to use comple­mentary inputs to increase the productivity of the traditional resources;
in both cases supporting services are needed to provide technical assistance
and other inputs. Finally, the farmer, the teacher, and the parents offamilies need the institutional bases which will stimulate the taking of

decisions and the adoption of innovation.
 

5. Performance Targets 

This loan is directed townrd the accomplishments of three
 
broad performance targets. Tney are:
 

Performance Target1.: To increaso by 10% annually tne netreturns to a minimum of 21,250 small farm operators through the increasadavailability of credit, tecnical assistance and other agricultural inputs,
through improved marketing and t1irough Improved planning and management; 

Performance Target 2: Accelerate the creation of new workopportunities in rural Colomhia tnrough activities which broaden landownership, develop natural resourcesj and improve rural infrastructure; and 

Peformance Target 
 i Iprove the capability of the Ministry of
griculture, INCORA, INDERENA, IDEMA, ICA and the private sector to plan,program, coordinate, implement and evalunte expanded production and marketing

activities in the agricultural sector. 

6. Implementation Targets
 

A series of implementation targets or operational targets have
been selected under each performance target. 
 These are described in detail
in Part Two, Section I, A, 3 which follows. Progress indicators, alsodetailed in that section, show some of the criteria that will be used in eval­
uating results. 
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SECTTON I - NATURE OF THE LOAN 

A. Background of the Loan - Evaluation of USC assistance to GOC 

1. Agricultural Sector to Date
 

(a) Grant Financed Tech ,_cAl-Asistance 

In addition to the loan assistance discussed in detail below, AID 
has provided more than $7,200,000 in grant assistance to the Colombian 
Agricultural Sector since 1961. This assistance has facilitated improvements 
in agricultural planning and education and has assisted in the training and 
equipping of technicians concerned with developing Colombia's natural 
resources. 

The Agricul.tural Planning Project which began in 1961 and is 
expected to continue throughout the period of the proposed loan, is designed 
to improve planning and management techniques in the Ministry and the 
related agricultural agencies dealing with agrarian reform, agricultural 
credit, and natural resources development, as well as, to improve agri­
cultural storage, marketing and production practices. 

To accomplish the targets established for this Project, the
 
Mission is providing assistance to the Ministry of Agriculture Planning
 
Office (OPSA) and to the five principal sector agencies through a combi­
nation of direct hire, PASA and contract advisors.
 

Colombian agricultural education has been receiving AID assistance 
sincp 1966. With the cooperation of the University of Nebraska, a graduate 
school of agriculture has been established to provide training at the Mast; 
of Science level in various agricultural fields. In addition, the Nebraska 
Program has been assisting ICA and the University of Caldas in upgrading
 
and developing extension and home economics programs. AID assistance has
 
been closely coordinated with the Kellogg and Ford Foundations which are
 
financing a portion of the Nebraska contract. The AID portion of the 
Unfvprity of Nebraska contract was switched to loan funding in 1969, but 
AID grant funds totalling $150,000 supported related participant activitien 
In 1.970. 

The study of natural resources has been assisted by an AID­
financed PASA agreement signed in 1963 with the Inter-American Geodetic 
S.rvry. Through this agreement technicians have been provided in the fiel&, 
of aerial photography, topography, soils and water studies, forestry and 
industrial activities. Specialised equipment also has been purchased from 
the U.S. and Colombian technicians have been sent abroad for trailng. 
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INCORA has received assistance since 1969 via grant-funded


contracts. 
One training project developed a small corps of rural instructors
 
to promote community development-activities within INCORA projects.' The
contractor was the International Development Foundation (IDF). 
 This contract
 
was phased out in February, 1970. The other project developed a training

center, courses and local faculty to train managers and administrative staff

of INCORA irrigation districts. The contractor was Utah State University

(USU). This contract was phased out in February, 1971. 

(b) Development Loan Asst8jinc 

(1) Finn il - Development loan 051 signed 7/15/68 provided
$15 million ($14,409,000 disbursed to date); loan 053 signied 5/19/69provided $15 million ($13,087,000 disbursed to date balance curmitted); andloan 060 signed 6/11/70 providing $15 million ($1,500,000 disbursed to date,
balance almost entirely committed.
 

Loan 051 enabled the COC to car,.- out Improved policies and
 

programs, provided dollar cost fund !-hf,rV £ Imports, gencera:ed local currency to finance high priority auii' ,,;, programs, and p-rovded
advisory and technical serviceo for rese;arch, u:xtcnsion and grL duate andundergraduate education from the University of Nebraska. Loan 053 served
essentially the same purposes. 
Loan 060 enabled the GOC to co-iJw1e to

finance dollar costs of imports, to continue a high level of advi%:ory and
technical services and to finance Innovative and e-xpanded i!gricuiural
development programs with emphasis on the needs of small :e:.:, 

The agricultural portion oj the GOC investment budp-t hauincreased significantly each year from 1969 to 1971 and a large in,,rease
 
is planned for 1972. (See Annex I, Exhibit 1). 
 Of the total agricaltural

investment budget, sector loan assistance contributed 3.2% in 1969, ,.4%

in 1970, and is planned to drop back to 3.2% in 1971. 
 This does not
include other U.S. assistance (e.g. PL 480 counterpart) going to the
 
agricultural sector.
 

(2) Implementatlon - Agricultural development program
implementation has proceeded in accordance with the agreed upon goals.

The Ministry has reorganized and developed sufficient planning competence

to prepare a sectoral plan. 
INCORA has received first priority in sector
funding and has performed well; I.C.A. (research, extension and training)

has been substantially strenthened and is 
more broadly effective; IDEMA

(marketing) has developed the necessary policy and the implementation

means to effect substantial improvements; and INDERENA (natural resource

development) ha 
pulled together and assortment of smallez agencies and can now more effectively proceed with natural resource developeht-ad 
exploitation.
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Basic problems such as unemployment, unequal income and
 
wealth distribution, and high production coats remain. 
 The means for
steady progress in resolving those problems exist and funding provided
under the proposed loan will accelerate this progress. The critical 
issuef Vith regard to the sector are to maintain agricultural sectov growth
at alevel sufficient to meet domestic and export needs, to increas employ­
ment in agriculture and agro-industry and to increase productivity, especially
of small farmers, so as to. obtain for them a higher level of living and 
increasing economic and social opportunities.
 

B. DescriOtion of Loan Assistance Activities 

1. biective of Sector Loan 

Support the initiative of the Goverment of Colombia improveto

the management and operational capacity of the agricultural sector to:
 

(a) Expand employment opportunities through land reform,

diversification, and increased 
attention to orderly marketing, while main­
taining a minimum annual increase in total agricultural production of 5.5%.
 

(b) Improve the quality of life for rural people by increasing
production and bringing about a more dquitablb income distribution. 

(c) Strengthen the institutional capacity of both public and 
private sector entities to more effectively respond at the operational as
well as the national levels to the development requirements of rural people. 

2. Lon trtey 

Strategy for achieving the objectives of this loan call for
 
(1) supporting, with a diminishing relative share of U.S. inputs, the
 
continued progress of policy, institutional and program development

initiated under past sector loans, and (2) stimulating further decentralization
 
of effort through horJIzontal programming in prder to utilize timely inputs
from the various specialized public and privAe sector agencies, focusing
 
on a limited number of well-defined pilot areas, for a coordinated develop­
ment effort that may later be extended to other areas and ultimately to the 
entire country. 

(a) Assesment of GC Contributions to Sector 

The figures for agricultural and natural resources investment in
1970, 1971 and 1972, according to their plan document, and the relationship 
to current and proposed U.S. inputs are: 
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C. 	Y. Total AS. Sector 1,8. A,-aistance g/ U.S. Assistarict 
Investment _ __ an,%_ of Total 

1970 428.0 	 30.3 7.08 

1971 434.7 	 37.6 8.65 

1972 467.3 	 3; 6 7.40 

rhe proposed !oan Oces itot finance over 5(4 of any single ac Livity. 
The percentage of the total .'r.cr ivjntrnt, corresponding to U.S. imputs
would have been smaller were not the (71C ftced with critical resource 
limitations brought on l y urgent and urpostpo,nabLc incr,_iate! in oix.ratflfg
expenses(e.g. teachers calaries), falling coffee prices and disaster relief 
costs which have accentuated iti always tight fiscal problems. These 
limitations, plus competing high prLority demands in other eronomic and 
social sectors, impede all the necessary addition-; to domectic resotu-ces for 
the sector in the short and mcdtumi term. The pur ' ce of' tie irooosed WY 1971 
loan, therefore, will be to enable the GOC progressivel, t/ uec, ma.re filly 
and effectively the crucial requirements of marginal and sub!:a-glinal farmers 
without undue preemption of the flow of resources required to continue rapid 
growth in 	the commercial agricultural sub-sector.
 

(b) Consequences of Non-Aroval of Proposed Loans und Relation­
ship to Sector Investment.
 

The 1970-73 Economic and Social Development Plan ,:on.emi .ates 
continued U.S. assistance as an integral, although diminishing, 1k.wt of 
financing sectoral development. Should this planned input not be forthcoming,
accomplishments would be reduced far more than would seem indicated by the 
percentage of loan funds to total sector investment. Several key elements in 
the GOC development objectives would be [reatly reduced or elimiinate1. For 
example, over twenty thousand small farm operators probably would riot e'eceive 
new credit; land titling would be reduced by LO,000 farmers per year; Jilot 
area programs would probably not be initiated; improvem;ent of the planrong 
effort might well lag; natural resources potential would probably develop 
more slowly; and agricultural research and extension would fall further
 
behind the pressing requirementc of' the farm population. 

liThe 17'l figure includes estimates of planned supplemental budgets. 
The 1972 figure also represents a planned but not formally budgeted 
amount. Therefore these figures should be regarded as tentative. 

_/ Includes PL 480 generations and counterpart from existing Program Loans. 
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(c) Prooosed Disbursement Plan for Loan Generated Funds 

All loan generated local currency will be included in the GOC 
investment budget. The Ministry of Agriculture will coordinate disbursement 
of combined other budgetary and loan generated local currency funds to the 
implementing agencies. Releases from the Treasury will be made in accordance 
with regular GOC procedures. The initial disbursement of loan funds will 
be on a advance basis.
 

Subsequent disbursementc qll be on the basis of program
 
progress. (See Part Three, Section A for details). 

(d) Discussion of Overall S= eltv 

The export farmer and large commercial farmer components of the
 
agricultural sector have been steadily modernizing their activities during
 
the past several years and have contributed the major portion of the
 
rapidly expanding non-traditional exports. By so doing, they have achieved
 
major gains in productivity, income, and well-being. The small farmers who 
produce for domestic constption, and i;ho constitute a vast majority rf all 
Colombian farmers, are still employing mostly traditional methods of pro­
duction. This results in low productivity, low income and misery. Yet the 
experience of other countries, notably Japan, Korea, Taiwan and the couTntries
 
of Northern Europe, as well as the experience of Colombia's own small coffee 
producers, demonstrates that small farmers can substantially improve their 
productivity, income and the quality of their lives, while at the same time
 
measurably increasing national production, through the proper use of ferti­
lizers, improved seed and pesticides.
 

Through improved technology, supervised credit, marketing assistance,
 
and improved farm-to-market roads, small farmers can enter and help broaden 
the export marketing of labor-intensive crops, while at the same time 
providing increasing amounts of commodities for the domestic market. The 
major portion of this loan is directed toward bringing increasing numbers of 
these sub-marginal people into the economy.
 

In order to carry out the objective set forth in Section B. 1. (a) 
of this chapter, the GOC plans to increase its emphasis on those programs 
which will create employment, raise the standard of liVing, and provide needed 
assistance to marginal and new farmers. These efforts are specifically 
designed to assist those farmers to increase the production of deficit croapn 
with good market potential. They are also intended to accelerate settling
 
and titling activities of the agrarian reform organization. These increased 
efforts aimed at the traditional agricultural sub-sector are not intended tr 
be "welfare type" efforts, but are intended to bring the marginal farmer 
rapidly into the economy and "graduate" him to a more regular poetion, 
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The inicreased empnhasis on.programs for 	 -,sfrlmeditioalrf 

will have to lie accomnp~lished without a reduction in the effort-ldliect6d 
toward the relatively efficient commercia~l farmers,-, As previously mentioned,
it is crucial to Clmant ovrall development goals that agriculture be
able'to meet internal demand and external opportunities. Failure Continue­
toO meet heeemiutmumneeds 	

3to 

will create excess demand pressureswhich in
 
*turn weill uaifestthemi elves either through higher agricultural prices, with

resultant regressive income effects, or in adverse balance of payments 
 conser 
quences affecting Colombia'~s ability to secure inputs required for develop­
ment. From the overall viewpoint, failure to maintain and Increase current,
production levels will adversely affect efforts to assist marginal or sma. : 
farmers as well as other segments of the 'economy. 

Previous agricultural sector loans have provided assistance to th1e
 
support, and improvet of key agencies in the agiculurl sector and to

those programs essential to over-all agricultural development. These 
efforts will be continued by the COG, with diminishing relative inputs from 

Continued emphasis will be given by the GC to efforts that will

strengthen the base for future agricultural and natural resource development.

Studies needed for policy determinations will be continued and training and
 
research capability will be stressed as in past loans.
 

The sector will devote as much effort as possible to increasing
employment and productivity in -the rural areas so as to slow down rural-t ­
urban migration and, thereby, help to cope with the demographic problem.

This wilI. include cooperation with agro-industry in the production of
 
primary materials.
 

The implementation of the above strategy and of the development
 
program will require some change in direction and in priorities. Improved

and increased Inter-agency coordination and cooperation. will be essential.
 

S 	The Ministry of Agriculture will, have to strengthen. its. performance ,as a 
program coordinator and as a supervisor of program and.-project implementation. 

An important prerequisite to improved coordination and supervision
by the Ministry is the development of a 'system of -feedback of information2

from tbe different agencies that will permit a continuing evaluatio' Of these
 
agencies' nrogram planning and Implementation performanceas,
 

Some steps have been or-area already, being taken toward the accmpish.
ment of the objectives outlined above. Icrese~d emphasis is being~ pli~ac~n
agrioulturel extension an on providing techial aninana ajsis 
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the farm level, especially for margin!& nd new farmers. Further improvement
will have to be made quickly, in backitopp.ng farm level agents (including 
those working for agencies t VA, ;such as credit supervisorsother V; INCORA 

Coffee Federation agents, etc.) with adaptive research, logistical support
 
and improved subject matter information.
 

A key factor to the succea 61' "AI entire agricultural development 
effort will be the timely avallabilkty c,1the necessary financing. Expanded 
sectoral needs as projected cannot 0. :,- by the GOC without additional AID 
assistance. A projection of anticipated needs through CY 1973 are shown In 
Table II'9 of this paper. This includes the best current estimate of 
possible sources of funds to meet these needs. 

(e) Inte-Relgttonsbio2_B en Activities 

Since reorganization of the agricultural sector in 1968, the
 
principal sector agencies have developed rapidly in infrastructure and
 
technical capability. They have, to a consi'.rable extent, however, fallen
 
into the trap of vertical programing. This is a cocunon error when agencies 
are adequately finance-A and operating under general policy guidelines. The 
agencies have further fallen somewhat short of carrying out the decentral­
ization objectives visualized in the 1968 reorganization. The strong 
Ministry of Agriculture planning, implementation, and eyaluation capacity
visualized in the reorganization has not developed its capability t^ the 
full extenthoped for.Ministry of Agriculture and National Planning 
officials are keenly aware of these problems and have built into their loan 
request activities designed to help correct them. 

GOC agricultural policy now calls for major eaphaais on agrarian 
reform and for further decentralization of effort by the sector agencies
 
to the departmental level. Development committeee will be established at
 
this level composed of a chairman appointed by the Minister of Agriculture,
 
a representativs of each agency operating in the area and a representative 
of the association of campesinos. Through these committees, backed up by
the national agricultural committee, each organization will concentratj on 
its specialixed portion of a unified development effort. This idea will be 
tested fully in the pilot areas (see Operational Target 1. A.) and further 
Inplude inputs from other agencies, i.e. public health, education, public
works, etc. Coordination of efforts by the sector agencies and iuter­
relationship between these agencies and others for all the targets will be 
handled by the Ministry of Agriculture through OPSA, (ses Perforuance 
Target 3). 
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3. Loan Definition
 

The operational targeta ti -r,',c Immodiately below indicate in
each case the physical result to b 1 h'.i.cl ovor the period of loan disburso-. 
ment and also show the -approximate amoun , f loan proceeds which would be
oomingled with GOC funds to achieve 'the t.rogt. It is not intended that per­
forinance monitoring would take th6 Porm nr "'inuaing on U.S. inputs, but rather 
would review the total investment rnrffid. in terms of either total GOC
individual agenoy budgets or major 11c -,naz of those budgets as set 
forth in normal GOC budget documents, as appropriate. Performance would be 
monitored in terms of physical accomplishment as well as in fiscal terms;
allowing for some shifting of U.S.-financed inputs as circumstances may justify. 

Performance Target 1: 

To increase by 10% annually the net returns to a minimum of
 
21,250 small farm operators through the increased availability of credit,

technical assistance and other agricultural inputs and by improved markoting
and iuproved planning and management. 

Operational Target IA:
 

To extend supervised credit to a minimum of 13,750 newly titled
 
small farm operators in the agrarian reform program by providing approxi=tely

US$8.53 million equivalent in pesos to INCORA to increase its loan portfolio
 
for this purpore.
 

As of January 1, 1971, INCORA had made loans to a total of 45,00

borrowers and had a total of $40,000,000 dollar equivalent in credit outstanding.

The number of borrowers currently in the program ir 39,000. 
Six thousand have
 
graduated, voluntarily dropped out, 
or failed to qualify for additional credit.
 

During 1971-1972 loan proceeds will provide needed funds for
credit and accompanying technical assistance to approximately 13,750 new farm
families. Other INCORA sources of credit funding (repayma.t rollovers, bond 
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monetization and interest) are adequea? (a) to Satisfy the credit needs of 
20,000 "old" borrowers; (b) share with the Caja Agraria the credit servicing 
costs of 9,900 borrowers expected to lehvA the INCORA program (3,600 graduatec 
plus 6,000 others not wanting or not cnpable of using additional credit); and 
(c) to cover the credit needs of 8,800 "old" borrowers during their transition 
to becoming Caja Agraria clients. 

The INCORA credit program i w&.. Administered and produces 
significant developmental result,3. P ,duie'- for lending to sub-borrowers 
are well established. Records show that $2,500 loaned over a five-year period 
generates 2 1/2 man years of on or off-farm paid employment, and an increment 
of $3,400 in the value of gross product sold. Cash income generated is suffi­
cient to repay about two-thirds of the borrowings in a five-year loan period 
and not worth grows at a rate of over 9% per year in terms of constant peso 
values. (See Annex I, Exhibit 16.) 

Sector loan disbursements will normally be on a semester basis to 
conform to seasonal variations of borrower needs. The first disbursement is 
nlanned for the second semester of 1971. Prior to this first disbursement 
of the funds for this element of the loan, INCORA will be requested to provide 
the Ministry of Agriculture and Planeacioi Nacional (DLP), for transmission to 
USATD, information on: 

(a) The make up and spread of the present loan portfolio for 
nupervised credit. 

(b) An indication of how credit use will be oriented to contribute 
to national policy objectives of labor intensity as well as concentration on 
pyriority deficit or export crops. 

(o) An approved plan showing national policy objectives for tho 
structure of interest rates on loans. 

Operational Target 1B .for up to 

To provide production credit / 7,500 small farm operators in 
selected pilot development areas by providing the peso equivalent of approxi­
iately $1.5 million through ICA to establish a revolving fund for the initia­
tion of pilot credit programs.
 

The Caja Agraria has expressed a keen interest in -the program 
and has agreed to allocate $2.0 million from its own portfolio to the loan 
fund for this program. Of the sector loan peso generatimn,, approxmatey 
$1.0 million will be required for credit operations. The einn approzimte2 
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(a.) 
stipulating the 

A memorardm of 
responsibilities or c uh 

rrA*o- C~nd the Caja Agrariot 
i.-cyi: the implementation of thn 

program. 

(b) Determination ) f the elegIIlity criteria for borrowers, the 
interest rates, the loan terms and conditio.s, crops nd comwodities to be 
financed, etc. 

(c) Selection and definition ok the areas of concentration and 
development of cooperation or coordination arrangements with OPSA and others 
working in the same areas. 

(d) Working out of cooperative arr-ngements with Caminos Vecinales, 
through the Ministry of Agriculture, for road construction in the selected 
areas, and with IDEMA for marketing assistance needed. 

(e) Assignment (reassign or hire) of sufficient field staff and 
backstopping personnel to the areas of concentration to assure the successful 
implementation of the progrun. 

Performance Target 2: 

Accelerate the creation of new work opportunities in rural Colombia 
through activities which broaden land ownership, develop natural resources 
and improve rural infrastructure. 

O.perational Target 2A: 

To increase the rate of land titling by INCORA from about 18,500 
per year (1969 and 1970) up to 25,000 per year in 1971 to 1973, by providing 
the peso equivalent of approximately $1.87 million to accelerate the titling 
program. 

Up to the end of 1970 INCORA had issued 8,251 titles on acquired 
lands and had 8,341 titles in process. The titling of national Lands has been 
moving forward at about 16,000 titles per year. The rate of land acquisition 
has been increasing and the rate of titling of these lands should be increased 
proportionately. The rate of titling of national lands can and should also 
be accelerated. Funds from this loan will he directed toward accelerating 
the issuance of land titles in the are am where inorelsee in the number of 
titles issued can be achieved most rapidly so as to regularize the land tenure 
situation for the maximum number of small or new farmers between July, 1971 
and December, 1972. 
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~thefirstdiabr~aart ~f oan~fundsa for 'this pi'ojeot,-INCOPA, must 'pxrovidet1o OP, :.the, &Wlatr of 'Agriolturo for rasibui on W$Ato USAID an approved plan for'~&coalwe1 Ing Xitlin'. I _plah' uhld shw'the number of titles (expected to bo an the. morerof, 30,P000 annuall) that'could be issued on 'Aoquirod lands and on natiLoral lands with the inoreaefunds available and the proposed use of the loan funds. 

Operational Target 2B: 

To complete the following "fiat-step" priority actions so as toaccelerate the proper exploitation of Colomia's natural resources potentialby Providing approximately $1.9 milliaato assisrt flflM in carrying'out thefollowing programs: 

* (a) Complete a forest invontory covering 200,000 hectares. 

(b) Conduct four studies to determine natural rogenerat ion'
following cutting and forest growth 
as a basis for sustained yield management. 

* (a) Determine phyical charaotritiouspecies or wood, the information and uses for 20 newto be used in developing the, marketing now 4,products. 

(d) Train 30 forest technicians in 1972 at the Univorsidad
 
Naciona]. 
 for later service with INDERENA and -wod -using industries. 

(e) Improve and expand the capaity of the wood technologylaboratory at Venado do Oro, to speed up development of ur,,*A for woos available
in the timber base. (The implementation of this activity' will relate to
recommendat ions by an advisor under a grant funded program, requested byDopartamento Naoional de Planeao16n, November 13, 1970.) T 

Fish andWildlife 

of(a) Initiate studies to determineofwildlife that now have export markets. farming methods for 3 species 

(b) Initiate studies of wild popltonso 4spooies of wildilfm,which are now in the export trade and frwhichi controls wille A~o toachieve sustaine" production. 

tt AkA 

4 
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(a) Initiate construction and betterment of 5 fishery stations 
for investigations of aquacultures of continantal species of fish in the
 
principal life zones of the countr-y.
 

(d) Initiate investigation of 5 new continental fish species
 
and a species of fresh water shrimp for aquaculture.
 

(e) Initiate 3 fish farming pll.;t plant projects as guides for
 
commercial developers and campesinos.
 

I Colombia has approximately 61,500,000 hectares of forest land of 
which 25,000,000 are classified as commercial forest. It is estimated that 
by 1985 the annual domestic needs will be 12,000,000 M3 of round wood. The
 
timber resource base could provide an additional 4,800,000 M3 annually worth 
US$100,Ooo,000 for exportation primarily to the United States and Canada. 
Market studies indicate that in the future these countries must rely heavily 
on tropical hardwood sources to fill their needs. Colombia's timber resource 
could sustain the level of production indicated. 

An annual production of 16,800,000 M3 (roundwood) in wood products 
could generate at least 200,000 jobs distributed throughout all levels of 
manufacturing, services and supply and land management inputs. The conversion 
value of timber going into the export market could also be increased considerably 
by greater product elaboration; i.e., manufacturing and selling more small 
products like furniture parts, dowels, eta., instead of lumber to be ma&'u­
factured into these products in a foreign country. 

Colombia can also become self-sufficient in long fiber wood 
pulp for paper and save approximately US$20,000,000 per year in foreign 
exchange. It has land available for the production of suitable timber which 
could best come from exotic confifers in plantations. An industry built on
 
this source could also add significantly to the employment base. 

Colombia has about 3,700,000 hectares of continental waters in
 
Itio;, u:ionagas and rivers. A conservative estimate of 150 lbs. per acre for 

ntJXf this area indicates a very signific, protein supply awaiting develop­
;nrnt, Modern cultures are now developed to make possible production of 2,000 

i0,000 lbs. in ponds or waters that can b controlled. 

In addition to continental waters, Colombia has good coastal 
uishories on the Pacific and Atlantic coasts. Some of the estuaries offer 
promise for aquaculture. Cienaga Grande is the best known and one estimate 
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To construct or improve ut to 25'0 =. c f farm-to-market roads,wi.h priority given to the pilot : . high labor inputmethods, by providing the peso equialent of .pproximatsly $1.0 milion to

support the cost of construction or repair.
 

One of the moot critical bottlew-.'t-v tr imreesing the product.tivlt.and woij-boing of marginalfarmers in thii pIot arteA t" the lack of accessroads. A means to market 'produoe and deliver timely inputs is vital ifben6fits foreseen in this program are to be realized. Conversations withthe National Planning Office and 'Caminos Vecinales have disclosed keenainterest in building accessmore roads, utilizing to the maximum extent feasiblepicks and shovels. They plan to complete in the near future studies on roadsnow under construction, in distinct topographic and climatic areas, to deter­mine the cost 
comarison between:abor-intenaive and equipment-intensive methods.These studies- should provide good cost fi a and indicate the optimum mixof machinery to be combined with a large/W nent in access road construction. program will be coordinatedThis by the Ministry of Agriculture and PlaneacionNaclonal and will utilize the full cooperation of Caminos Vecinales. Every
effort will be made to secure 
the maximum input from the people who willprivar ly benefit from the roads. This input may vary from area to area butit is believed that the approximately $LO million =l'grarmmd for this activitygo a long way toward reaching the target of 250 kilometers. 

Performance Target 3-

Improve the capability of the Ministry of Agriculture, mORA,!3Ni, INDERUVA, ICA and tho private sector to plan, program, coordinate,:InTlemont and evaluate expanded production and marketing activities in the 
agricultural sector. 

22erating TRget. i4
 

Strengthen 
the planning and management capability of thep1lrinng okfice of the Ministry of Agricu!.ux (OPSA) and expand its role1,o provide coordination and evaluation of field level programs by providing-rto peso Nquivalent bf approximately S;.26 mi lion to be used to contract or 3vipeic studien by Calombipn viv~n'itla -nd to increase the quality
o.W/or quantity of staff. 
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policy responsibilitiesi'Th 	 utl enfdditionaiit to its planningliso ha+" d'aa,° ]y: defined 000rdinatiorn mechaniand 
4itiiiat thee l~s.'(') with~ agenciea'outsIde~of aicu treto"insure oordinationo~f 	 agriculturapolythovrldelpmn c y

~~(b)'with agencies within the 	
"~ 

s'ector,' and 	 (o) 'with farm groupi,3'and producassociations'*, For these reasons the, Ministry. i8 clearly 'the indicated- agenyto play; a key role in several of' the activities unechiyon
 

The ICA 
 Extension Service will be the Principal on-the ,spotimplementer 	and have field level direction of the pilot 'Projects under thesmall farmer, productivity program. The Ministry of Agriculture, however,throuigh its 	planning Office (OPSA), will take an active role in directingthe efforts of both public and private sector organizations in these* of concentration. For example, the Ministry must, 	
areas 

in close coorcinatiorj'withDNP and Caminos Vecinales, assure itself of the order of priority of theaccess roads to be constructed, -guide the initial study to determine theoprtimum labor-machinery mix, determine the extent of local participation,disburse funds, and evaluate results, 

The Ministry, through- OPSA, will have the rather complex taskof coordinating and directing the technical assistance 	and participan~ttraining requirements for the entire sector. It 	 will work closely with theDepartment Of National Planning in the tttilization Of $0-3 millionOpera Targett i n3 	T from thisloan for Participant training for the agricultural sector. The participanttraining in the U.S. or third countries:+me++to:. 	 for the sector will probably beAICAi~zaugment its ronimplemented 	 through ICEEX in coordination with OPSA. 
to++ 


In order to assure

evaluation and budget 

effective Ministry planning coordination,allocation 	functions, 
. . , .	 . . .: 

$0.26 million from this loann++n :+;++:++ or a i#++::J+::+++ + +'+iti++N+ e ,9Si=++:+++:+++ + + + : %will be u.sed by the Ministry of Agriculture 	 ~++to upgrade 	 the technical capabilityOf OPSA and 	to contractW+++++ 	 for special studies that will assist, in the fulfill­+ a+ :+a+ + i + z +f +ment of these responsibilities.* Prior to the 	 + + iinitial disbursement of loanfunds for these purposes, the. Ministry with-the ap'proval of DNp, mustprovide to USAID their proposed organization and staffing of OPSA, theirtraining and reorganization Proposals, a list of priority studies to becontracted and their plans for managing the Participant training program. 

reeachinformation frselected agricultural coninodilies by 'proViding 	-the ~­

peoequivalent Lof approximatei $3.3 1 milliontICtounetta.nac 
nd constructvital physicalbudget l aailitieS. 	 rc 

-s' 
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Sthe 
The: improveam ent of the agricultural extennion 3arV'iOajBoneoftop priority needs meioebythe Worl1d, Bank 'interzorcetAept--­

on the agricultural sector'.. This is also a key point in the-000 Three-Year
Plan. The ICA , extension service has been growing rapidly but is still small,in comparison to courntry-wide requ fremerts. De~pite the fa.ot tatA moreresearch information is needed in some vareas,'there is suffioient~ knowledge. 

----­

presently available to more than double agricultural production ,of many , rops 

~ } 
,availability of inputs, is essential to the continued growth of the agrioul­tural sector and to the development and improvement of marginal farmers. 

The extension Service of ICA will have expanded responsibilitiesunder the current agricultural development program, especially inr the, pilot . area program. (See Target lB) Additional agents are needed at the fieldlevel. All agents are in need of better technical backstopping and planscall- for the-addition of twenty!-one subject matter specialists to the extensionstaff within the next 18 months. These specialists will backstop other field­level workers such as Coffee Federation agents and INCORA field workers, aswell as ICAi extension agents.. ..-

Because of the critical need to rapidly inorease the size- andthe capability of this service, approximately the peso equivalent of $2.54+million will be allocated tb the extension portion of the ICA budget for this purpose. Priority in the use of these funds will be given to the establishment
Of a group of extension subject matter specialists to provide technical back­stopping to field agents. Priority will also be given, to the assignment orreassignment of adequate staff to the areas of concentration as defined under
Cperational Target lB above. 

The first disburs ement from loan funds will be contingent uponthe development by ICA and submission to LtNP and the Ministry of Agriculture
for transmission to USAID: (1) an operations plan for fiel4ing subjectmatter specialists in CY 71 and CY 72; (2) a staffing plan adequate -to meetthe needs of Operational Target lB.. 

. *7 

Opertional Target 3D: 

To improve the efficiency of the, marketing ~tem throuhte
development of~a -supervised credit program for',private sector retailers, whole.. 

-salers and -processors of agricultural oodities by,:~O~i1 apoiaey§
the peso equivalent of $1.0 million to.helpthe Ministry ofrAitjj je esta­-blish through.,& yet to be selected -90C agenoy a revolving' fund for that purpos. The revolving fund willhave an initial capital. of $2 io~ .(pio -i 

-- equivalent), with 50% being proviided by thOAGOCV 
A 

UN s 
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"Improvement in Marketing" is 
one of four principal agricultural
policy objectives set forth in the GOC, 1970-73 plan for Economic -3ndSocial

Development (Chapter VIII, p. VIII-13.) 
 The importance of marketing in the
coordination and stimilation of economic activity is also recognized in theGOC policies for regional and urban development (Chaptor V, p. V-12). 
 More
recently, a committee appointed by President Pastrana to evaluate "agrarian
reform" offered a number of policy recommendations among which was a strongly­
worded statement on the need for improvements in market organization and
institutions as one of t1emeans of improving faner incomes, reducing costs of
food to urban consumers and expaziding market outlets for agricultural products

in both the domestic and export marketn.
 

Semi-public corporations have recently been organized in both
Bogota and Cali to carry out coordinated food marketing programs, 
 which
include the construction of new wholesale market facilities, the development
of more efficient systems of wholesaling and retailing and better coordinated

commodity assembly systems for products flowing to these large urban centers.
A substantial market facility program Is also under way in Medellin, and other

cities are interested in organizing progrrnn to improve food marketing.

Within this overall fra:mework, an approxiinately :;2.0 million (peso equivalent)
supervised credit fund will be established with $1.0 million from GOC
 sources and $1.0 million throuFh this loan to stinnulate the development of
yuivate sector food marketing firns, esnpeenlly wholesalers and retailers in
the larger cities and related assembly awd packing operations in rural supply

areas. 
In some instances the rural assembly operations may be necessary to
the development of export markets for selected products. 
Special attention

-rill be given to market organization in the pilot project areasmentioned in
Target 1B. Local technical assistance will be provided by personnel of the
regional marketing corporations such as have been organized in Cali and Bogota.
Fina. decisions on the institutional arrangemert s and detailed plans and
procedures for this program will be developed and presented to DNP and theMinistry of Agriculture for transmission to USAID before loan disbursement.
 

Operational Target_3E: 

To increase quality control checks, with emphasis on crop pro­duction inputs (seeds, fertilizers, pesticides, etc.) by providing ICA the
 
peso equivalent of approximately $0.5 million for that purpose.
 

The Regulatory Division of ICA has been organized in its present

ivrm for a little over two years. Considerable progress has been made in
the quality control of agricultural inputs, for both liveetook and crop
production and in the control of pesticide residues in edible crops. 
Qiality
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conLr'ol for animal drugs, serums, animal feed additives and other inputs into 
livestock production expansion and improvement will receive assistance under
 
an IDl loan that is presently being negotiated.
 

The number of quality control checks on crop production inputs

(fertilizers, pesticides, seeds)and the pesticide residue checks on edible
 
crops has been increasing. However, additional and more accurate checks are
 
required in order to assure that farmers and consumers are receiving quality

products. This also has thedepartment responsibility for the certification
 
of agricultural seed and for the supervision of foundation seed production
 
programs. 

ICA plans call for the expansion of the quality checking program.

Seed certification is planned to increase by almost 50% in CY 71 over CY 70.

New, modern laboratory equipment (costing about US$230,000) is budgeted from 
other sources to modernize the laboratory for testing fertilizers, pesticides

and pesticide residues. Plans call for additional training for quality control
 
technicians both in Colombia and abroad.
 

In recent years, more emphasis has been given to quality control

affecting livestock production. Present G0C policy, however, calls for
 
increasing attention to improving the lot of the marginal farmer. 
Assurance
 
of th,) quality of critical crop production inputs is essential to the success
 
of thEse programs. Therefore, ICA plans to increase the number of quality

control checks on crop production inputs and the availability of certified
 
seed. Approximately $0.5 million (peso equivalent) will be made available
 
from the loan for these purposes.
 

Before disbursement of loan funds,ICA will furnish to DIP and the
Ministry of Agriculture for transmission to USAID targets for quality control
 
checks to be made and detail as to quantities and varieties of priority national
 
interest in the certified seed program.
 

Operational Target 3F: 

To expand the technical administration of the INCOPA supervised
credit program through the addition of approximately 176 zone chiefs and 
supervisors by allocating approximately $1.90 million (peso equivalent) for
 
this purpose. 

Effectiveness of the credit program depends heavily upon credit
supervisors and zone chiefs. Expansion of the number of families reoeiving
credit increases the work load on the field force. As of January, 1971, 
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' 

there were 250 zones, 206 chiefs and 518 supervisors. Projectionsfr h 

S' ced o 13,70c faie t~all a~o n3 forth 

end:o 1973call or 330 zones, 270 chiefs andp6er supervisors -agross-,crease of 64 chiefs and 112 supervisors. About 20% of the $1-90 millionproposed for loani funding is required for initial and coeypleentary training *-!.'::::- for the currently existing complement of field personnel. he. maiiing80%of the loan funding will cover the c stsof credit personnel., anda administ.ation 
in the 80 new zone offices to be opened by 1973. Costs of maintaining a zonIa 

The loan funding of approxi.ni.tely $8,53 million for supervisedevedit to 13,750 add.tiona. families srv y 1,12 ;....r..i.or. implies about1.20 famllies Per supervisor, nearly doublo the present Clountry-wide ratio',H~owever, most of the 13,750 families will be concentrated in pairoel4.zations
wre easily accessible on somewhat higher quality land and with much less -diversity in production patterns. Therefore, it is believed that the increasein ratio is attainable. 

OperationaL pp o .etG. 

To s~upport TIICORA programs to accelerate settlement of now landst hrough colonization andI to improve the lands acquired by INCORA by providingrapproxinmately$2-79 million (peso equivalent) for access roads, rural infra­structure and irrigation applic~tion. 

Spontaneous migration of families to the colonization fronts­increases steadily. The rate will accelerate as rudimentary access roads andinfrastructure is provided so that credit and basic production inputs cancatch up with and maintain pace with /.%eady advance of the settlement frontier.-. 

Improvements to acquired lands enhance their productive capacitywith drainage, irrigation and farm unit, access., Most lands being improvedare in irrigation districts and a smAll, thouh increasing amount of.lands,re b acqire tonceatrated parcelizatio rrigation dis 

ar e bdng ac u red to pr vi & -anrli.' n ' 
- .riots considerable investment has been made. Loan funding to complent thatactivity would be principally utilized for meeting needs for wateraapplication

atthe farm level and related infrastructure. In areas ofa'~cofoentrated:-parbe'..lizat ion the abrupt change of the tenural' struoture' and, the; coricomiiat aonversion -from extensive to intensive' faning requires-thtoepha~ l­
a improvements be made to facilitate the'transition sch as access 't~filda,changing their~ boundaries, realignmnt. ,Of, water'-' courses or -drainage, sui,'an"a> other works which convert grzig-an to'~ cropping. -a 

-.-­

a .. a. ...... 

ITIOR,trogh the DPadhd .:nsr~fArolu"frtrnmsint USIwillXspeif y'the vmous~of fnigfometineaotivities anid the~areas _____h ,bjUnder:Lp fornt he abfiiti e'anid, area's'r i:11s ~ f r' 'mXnprt W1 
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Operational Target 3H: 

To accelerate the training of key staff members of ICA, INOORA,INDERNA, IDE4A, OPSA, and other departments or agencies of the Ministry ofAgriculture by allocating approximately $0.3 million to the Ministry of Agri­
culture for thisparpose. 

As stated in Operational Target 3A theabove, Ministry of Agri­culture and the DNP are the agencies responsible for coordinating and planningall training and technical assiqtance for the agricultural scotor agencies.Thev will seek the assistance of ICRPEX for administration of the 'unds aftercandidates have been selected. 
Selection will be based on the priority
requirements of the several agencies. This loan provides approximately $0.3million for short-term and academic training.
 

For the past several years (since 1966) the bulk of the USAID
technical assistance and participant training resources ($2.1 million 
grantand $2.69 million loan) have gone to support the IGA-National University
effort to provide qualified undergraduate and masters degree level technicians
for the agricultural sector. than 135More students have gone to tho U.S. foradvanced degree training under this program. Approximately 96 will havereturned Py the ena of CY 71 and will be absorbedinto the ICA or'TCA-Natlonal
 
University programs.
 

Outstanding progress has been made in the development of technicalcapability in ICA and the National University through the Nebraska contract.There is a critical need, however, for the various other agricultural agencies
to upgrade the technical quality of their staffs, by sending participants to
the U.S. or third countries for training not currently available in Colombia.
The estimated number of qualified trainees who will be able to begin out-of­
country programs under this loan in 1971-72 is estimatedet 18 to 20 academicprograms and 15 to 20 short-term programs. Disbursement will be subject toa USAID-approved training program for priority sector politionij. 

Operational Target 31:
 

Supply approximately $0.6 million to the Ministry of Agriculturefor vehicles and other essential equipment requird to facilitate execution
 
of the expanded sector program.
 

Training materials and reliable transportation are vital to thssuccess of the projects. Before equipment is ordered each participating agencywill fully justify to the Ministry and DNP their requirementp, their ability
to provide proper maintenance and the status of existing equipment in inventory, 
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pp'ox.mately $0.6 million from this loan will be utilized for the procurement
of needed vehicles and equipment. The Ministry, through OPSA, will coordinate 
and implement the procurement and assure itself of the proper utilization of 
t,,e commodities procured. 
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SECTION II - IMPLE4ENTATION AGENCIES AND FINANCIAL INFORMATION
 

A. Borrower - The Government of Colombia
 

The Borrower will be the Government of the Republic of Colombia, which

is authorized, after approval by its Economic and Social Policy Committe and
 
and its Interparliamentary Committee, to enter into the Loan Agreement without
 
further congressional ratification.
 

Tne implementing agency will be the Ministry of Agriculture acting

through its Office of Agricultural Planning (CPSA) and the following semi­
autonomous agricultural agencies: Colombian Agricultural Reform Agency
(INCORA), Institute for Development of Natural Renewable Resources (]NDERENA),

Colombian Agricultural Institute (ICA), Caminos Veocinales,and a yet to be
 
d3termined entity for the provision of marketing credit.
 

B. Sub-Implementinp Agencies
 

1. Ministry of Ariculture
 

a. MINAG Structure
 

The Ministry of Agriculture was restructured in 1968, and

effectively reorganized during 1969, into an agricultural planning, policy

and coordination organization. A group of semi-autonomous agencies and
 
organizations, responsible to 
the Minister of Agriculture, are charged with
 
program and project implementation. An organizational chart showing these
 
agencies and organizations and their place in the Ministry is attached as
 
Annex I, Exhibit 2. For a detailed narrative description of MINAG organization,

responsibilities and mode of operation seeAnnex InI, 
I, B, 1, b.
 

b. MINAG Key Personnel
 

Key personnel of the Ministry of Agriculture and its prin­
cipal agencies and departments are 
shown in Annex I, Exhibit 3.
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a. 	 Summary of MIMAG Costs 

TABLE II - 1 

(Millions of Dollars)
 

1971 
US$ 

1972 
US$ 

TOTAL 
L. jfCy. L J 

;roposed AID Loan .890 -- .900 0.260 1.790 0.260 

C.rrent Counterpart Agreements -- .756 -.... .758 

GC0t; Budget & Internal Credit .909 -- 1.801 -- 2.710 

Other Non-Loan Related GOC 
Inputs -- 2.788 -- 2.938 -- 5.724 

Other Dnor/Lender Assistance .. .. .. .. .. .. 

Sub-Totals .890­ 5.053 .900 4.999 1.790 9.452 

TOTAL 53205.8991__A 

Notes For this and for the following tables (2,3,4, and 5)1 

a. 
Any amounts shown for proposed AID Loan Disbursements for 1971 apply

only to second semester 1971.
 

b. 
Figures shown for Current Counterpart Agreements are counterpart funds,
including those gonerat,1 by PL 480 agreen;ients and from commodity
imports financed under 	previous sector and program loans and which
 
have Already been programmed. 
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(1) Past Expenditures - MINAG
 

Actual expenditures of the Ministry of Agriculture prior
to its reorganization in 1969 cannot be compared in a meaningful way with 
present Ministry expenditures. Ministry expenditures in 1969 and 1970 are
shown in Table 11-9 in this section. It is important to note again that the
Ministry has in reality been transformed into a planning, policy formulation
and coordinating agency for the agricultural sector. 
Most of the sector
 
program or project implementation responsibility have been assigned to oper­
ational agencies such as ICA, INC(RA, INDERENA, Caja graria, IDEMA, etc.
 

Most of the Ministry budget since the reorganization
has been utilized for program planning and coordination. The dollar amounts

budgeted from loan funds above are for participant training and vehicles and
 
other essential equipment for the implementing agencies.
 

(2) Budget Projections - MINAG
 

Budget projections fop the Ministry of Agriculture
through 1973 are shown in Annex I, 1Fxhibit 1. MINAG expenditures are expected
to increase only slightly, as priority will be given to the allocation of
agriculture sector funds tc the operational agencies for project and program

implementation.
 

2. Semi-Autonomous Aencies of MINAG in Sector Program
 

a. INCORA - Summary of Costs 

TABLE 11-2
 

(Millions of Dollars)

1971 1972 TOTAL 

A 

Proposed AID Loan 

L. Gy. Use 

1.516 

L.Cy. Use 
13.590 

L. Cy. Use 
15.106 

Current Counterpart Agreements 13.012 -- 13.012 

GOC Budget & Internal Credit 42.900 35.311 78.211 

Other Non-Loan Rlated GOC Inputs 23.517f 23.977*A 47.494 

Other Donor/Lender Assistance 5.947 10.180 16.129 
TOTALS 86.892 84.058 169.933 

1 All allocations to this activity in 1971 and 1972 were for peso use.
 

tR Includes oredit roll-over, bond amortization, interest and bond monetization.
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(1) Past Expenditures - INCORA 

INCORA expenditures for the 1968 to 1970 period arepresented in Table 11-9 of this Section 
. These figures show about a 70%
increase in the three :,ear period. 
 Only about five percent of the INCORA

budget has been used for administration.
 

(2) 	Budget Projections - INCORA 

Budget projections for INCORA through 1973 are shownin Table 11-9 of this Section. These figures indicate plans for an acceleratednfarian reform effort. Additional emphasis is expected to be given to land
i(ling and to supervised credit.
,; Emphasis on costly land improvement projects
will be reduced until and unless the land constraint becomes more serious.
 

b. 	 INDERE31A - Summary of Costs 

TABLE T
 
(Millions of Dollars)
 

• 1971 A -1972 TOTAL 
1-L . unn L. C. Use Use 

Pro.-sed AID Loan -- 1.896 1.896 
Current Counterpart Agreements 1.67] -- 1.671 

GO Budget and Internal Credit 3.336 3.747 7.083 

Other Non-Loan Related GOC Inputs .892 .986 1.878 

Other Donor/Lender Assistance -- 5. 000 5. 000 

TOTALS 5.899 11.7 17.528 

A All allocations to this activity in 1971 and 1972 were for peso use.
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(1) 	 Past Expenditures - INDERENA 

INDERENA's expenditures more than doubled from 1968 to1970, as shown in Table 11-9 	of this Section. Regularly a major portion of thebudget is spent in forestry, fishing and the auxiliary services departments.

The latter includes the Conservation Officer Service which protects fish,
 
game and forests, and administers national parks.
 

(2) 	Budget Projections - INDERENA
 

Plans call for an additional 65% increase in INDERENA's
budget from 1970 to 1973 (See Table 11-9). Increasihg emphasis will be placed
on studies and actions that will tend to accelerat- the proper exploitation
of Colombia's vast forest reserves 
and 	fishing potentials.
 

c. 	 ICA - Summary of Costs 

TABLE II-4 
(Millions of Dollars) 

1971 A 1972 TOTAL 
L Cy. Use L.Cy. Use L. Cy. Use 

Poposed AID Loan -- 7.850 7.850 

Current Counterpart Agreements 5.002 __ 5.002 

GOC Budget & Internal Credit 12.936 10.267 23.203 

Other Non-loan Related GOC Inputs 2.476 2.512 4.988 
Other Donor/Lnder Assistance 13.563 5.246 5.246 

TOTALS 20.447 25.875 46.307 

I All allocations to this activity in 1971 and 1972 were for peso use.
 

(1) 	Past Expenditures -ICA
 

ICA 	expenditures doubled between 1968 and 1970. 
Largest
increases were in agricultural extension and in education. The 	 extensionservice has grown rapidly since responsibility for it was given to ICA in
the 1969 reorganization of the Ministry of Agriculture. 
The proportion
of the budget for education has increased with the development of the
 
graduate school at Tibaitatg.
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(2) Budget Projections - ICA
 

The ICA budget for each year from 1970 to 1973 is almost
double the 1970 expenditures. 
A large portion of this increase will be for the
extension service, which expects to field its staff of subject-matter special­ists and increase the number of agents, and for the implementation of the four
to six pilot area efforts described in Operational Target 2B.
funds also are Increased
being allocated to research to accelerate work on problems of
importance to the pilot 
areas.
 

3. Other Sub-Implementation Agencies
 

Data similar to that presented for the Ministry of Agriculture
Agencies is not shown here for the access and feeder road program and for the
marketing credit program. 
In the case of the road program, Caminos Vecinales
regular funds will not be involved and matching funds will come from local­level entities. 
 In the case of the marketing credit, the implementing agency
is not 
yet known, but, in any case, will be required to provide matching
 

C. Financial Presentation
 

1. Summary of Sector Loan Costs
 

The following three tables (5, 6 and 7) summarize proposed AID
inpiits byt (1) performance target; (2) operational targets within implemeting
agencies; and 
(3) by operational targets. 
 It should be noted, however, that
each piece of the loan package is 
aimed at achieving the objectives discussed
earlier in this paper. Approximately $1] .00million of the loan is allocated
to 
supervised credit for INCORA, for the pilot areas or for marketing.
marketing assistance is essential to the 
The
 

success of tho other two credit
programs. 
Roads and the availability of quality inputs are 
also critical
factors to area development (for which supervised credit will be a principal
tool). 
 Accurate research information and the ability to "deliver" it in
3 timely manner with credit funds is the essence of a supervised credit
program. 
Training and logistical support 
are 
recognized prerequisites to
any meaningful effort. 
 Sound planning and the timely coordination of the
man," facets that combine to achieve program objectives are essential factors

of the strategy.
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TA13LE 11-5
 

Financing by Performance Targets
 

(Millions of Dollars
 

Us$ 
Use 

1971 
L.C. 
Use 

1972 
US$ L.Uy. 
Use Use 

TOTAL 
LeL.Cy. 

Use Use 

TARGET I - Increase Production 
Tnrougn Credit & Support Activites 
Proposed AID Loan 
Current Counterpart Agreements 
GOC Budget & Internal Credit 
Other Non-Loan Rlated GOC Inputs 
Other Donor/LenderAssistance 
Target #0 Sub-Totals 

--
--

--

--

--

0 

1.753 
3.537 

16.866 
8.145 
1.805 

32.106 

--

--

--

0 

8.277 
-

9.590 
8.740 
43 

28.046 

-
-

-
--

-. 

0 

10.030 
3.537 

26.456 
16.885 
3_ 

60.152 

TARGET 2 - Dployment Creation 
&Income Redistribution 
Proposed AID Loan 
Current Counterpar't greements 
,CC Budget & Internal Credit 
Other Non-Loan Related GOC Inputs
Other Donor/Lender Assistance 
Target #2 Sub-Totals 

--

--

--

--

--

0 

.303 
4.551 

10.959 
1.608 

17Z2 

--

-

--

0 

4.467 -

-

18.616 --

6.892 
-

36.322--"-

4.770 
4.551 

29.575 
8.500 
6,337 

53.743 

TARGET 3 
- Actions to Strenthen
 
Future Agricultural Development
 
Proposed AID Loan .890 
 .354 1.200 12.7462.090 13.100vi,rrent Counterpart Agreements 
 - 11.642 -- - -- 11.642'OC Budget & Internal Credit - 17.509 -- 22.635 - 40.144Otner Non-Loan Related GOC Inputs 6.498 - 7.972 -- 14.470Otner Donor/Lender Assistance 
 -- 17.618 10.887Target #j Sub-Totals .890 53.6211.200 54.240 

- 8.5 
107.861:
 

TOTALS .890 103.148 1.200,18. 608 .090 21-751 
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TABLE 11-6 

Loan Allocation by Agenoy 

Millions of Millions of 
U.S. Dollars Col. Pesos-* 

INCORA 15 .CP 318,4 

1A Supervised Credit 8.53 180.00 

27 Titling & Legal 1 .87 39.' 

3F Agricultural Development 1.90 40.00 

30G Infrastructure 2.79 58.87 

ICA 7.85 163.63 

1B Pilot Development Area 1.50 31.65 

3B Research 3.1 69.84 

3C Extension 2.54 53.59 

1E Quality Control Inputs 0.50 10.55 

MTNAGRICULTURA 1.1.16 

3A 0PSA Staff & Contracts 0.26 5.49 

3H Training 0.30 6.33 

31 Vehicles & Equipment 0.60. 10.55 

NDEMA .10 4_0_19 

2B 1.90 40.00 

OTh 2__ 42.20 

20 Roads 1.00 21.10 

3D Marketing Credit 1.00 21.10 

5O8T60 

* $1.00 = 21.1 Pesos 
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TABLE II-? 

loan Alocation by Targets 

Operation, 
Type of Program 

Millions of 
U.S. Dollars 

Millions of 
Col. Pesos 

Implementing 
Agency 

1A Supfrvised Credit 8.53 180.00 INCORA 

lB Pilot Dev. Area 1.50 31.65 ICA/C'TA 

2A Titring & Legal 1.87 39.46 

2B Natural Resources 1.90 40.00 INDERENA 

2C Roads i.00 21.10 CSA/CV 

3A ONA Staff & Contracts 0.26 5.49 OPSA 

3B Research 3.31 69.84 ICA 

3C Extension 2.54 53.59 ICA 

3D Credit for Marketing 1.00 21.10 N. A. 

3E Quality Control Inpute 0.50 10.55 ICA 

3F Agricultural Development 1.90 40.00 INOORA 

3G Infrastructure 2.79 58.87 INCORA 

3H Training 0.30 6.33 MINAG 

31 Vehicles & Equipment 1.010.55 MINAG 

* $1.00 = 21.1 Pesos 
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2. U.S. Financial Role in Agricultural Sector Support
 

a. Past Support
 

The U. S. han suppprted the agricultural sector at levels

of approximately'D.68, 5.12 and-7.08 percent in 1968, 1969 Lnd 1970 (See
Table 11-8). This assistance consisted of a $15.0 million sector loan in
 
each year, plus counterpart generated from program and PL 480 loans. This 
past support has been directed primarily at the development of infrastructure
 
and of the technical capability to proceed with a sound agricultural sector
 
development effort with the minimum requirement for outside assistance.
 

b. Future Support Epectancy 

As mentionod in the Congressional Presentation, it is exp.ected
that the agricultural sector of the Colombian economy will require and would
 
Justify a sector loan of approximately $25.0 million in FY 1972. 
It is also
 
anticipated that approximately $9.5 million of PL 480 counterpart will be
 
available for allocation in CY 1972. Estimates of needed support beyond

CY "2 or CY 73 are difficult at this time, because they are so higitly

dependent upon largely exogenous factors such as 
coffee prices and the level

of progress which results from macro-economic and sectoral efforts 'n t!i,. 
meantime.
 

Table 11-8 shows total resources to the COC agricultural
and natural resources sector and the portion of those resources provided

by U.S. assistance. The share of these resources provided from AID funds
 
was a higher portion of the total in 1971 than in 1970. 
The U.S. share of
 
the total, however, will diminish in 1972 and is expected to bo reduced still
 
further in 1973 and subsequent years.
 

3. Past Expenditu.u , .. ombian Agricultural Soctr 

Total expenditures by the principal agencies and organizations in
the agricultural sector are shown in Table 11-9. 
 These show nn Increased 
investment or planned investment in dollar terms from 1968 through 1973,
except for a small decline in 1970 following Ltl exceptionally large increase
from 1968 to 1969. In total the real increaso from 1968 to 'I977 if 38.270 , or an average of about 7.6 percent annually since 1968. 

Those agencies or organizations which show the largest percentage

increases during this period ,re INCOUA 3Y/. INDERENA 262', the Livestock 
Bank 1217, and ICA 310%. 
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4. Budget Projoctions - Colo-lbinn Arricuitural Sector 

tucg et projection i for the agencion , d! organizations in thoegriu]. u-~.a ~:'ctor snow continued emphsis, but i'l reduced rkoe of increaseIon tnoso effoar: or projects which the -ission considors to bo of high priority.Funds within a;::,ncy budgcts Yt CY 1.97? are, &a snowm in this paocr, earnrkedto innh: the .'x,, contri.bution toari the objectives outlined in Part TWo,Section I, B, 1. It is expqected that the 1973 budget will be oven more clesylydirected to accom,lisn theso sector objectivec. It is anticipated that sectoranalysis capability will be improvcd carid that better bnalysis, cou,... , withlinear progr&:uaing techniques, will imorove GOC ability to idontif, lternative
investment opportunities in t.nim; o' their priority objiectivc-i 

TPI 1T-

Tota].fl rcstir r o .5i nn ",,ricultur/,1/,I',ura. f.lources 
,>ctor . ' Cr ' " 

(Ni llionc. of 1k0lars) 

C. Y. 22 19&i/kZ. 1071 1 72? _ Tot 
Total U.S. A trn 4-0.0. 4*3 37.0 34.61/ 169.7 

Otner Foreign Financing 27.0 15.7 27.9 35.0 60.0 165.6 

Colombian Resources 310.7 410.2 369.8 362.1 372.6 1825.5 
TOT1L 378.1 448.9 428.0 ,4-11 7 /,7. ?760.8 

U.S. Assistance as " of 1068 2, 7.08 3.65 0 
TotJl 

j/ Includes $3 million of matching funds for mnrketing credit 
and feeder roads YioL included in GOC resources. 

U1XCLJ SIP!LXD 
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TABL 11-9 
Total Resources to Colombian Uriultural Sector P~z_--,.Agtf
 

UU11on ofDoflam~) 

mnistry of Agricltu. 6.1 5.6 
 5.7 5.3Miniatry of Development 5.9- ..5.4 1.7 .6]NRO 1.0 1.0 1.0
2.1* 3.7 4.5
ICA 5.9 11. 
 7.67.1* 
 U.6* 15.6*INCMA 20.5 30.2. 29.1
72.8* 81.2* 79.9 80.9 84.0 
 98.
 
Agricultural Credit 6o.1* 89.6*Bank 174.2 182.3 45.2 39.0 41.3 34.2191.2 , 191.8Livestock Bank 1.1 222-7(1) 24.8 43.9 46.o 45.8
.5 50.3 54.7.5 .4 .4.33 
IIGRARIO (1)v () .8* 1.2 2.01.5* .8* 1.2 

3.5 3.1 1.5 cunaw (1) 1.3 1.5 1.6
1.9* 2.2
Bhdelm- 26.5 4.0 2.6 2T.4 
Electric Power (2) .2.
4.4* 2.5* 4.1S(3) 4.1 4.0 3.2 ......
CAR (3) 1.2 1.3 -­1.7* 2.2* 2.0cor.co 3.0 2.1 1.9 
Eapresas Varias de Medellin (4) -- 9 1.3 --
Meteorological & Water Resources Inst. 

.3 1.2 .3 .9 .5 .l ,-- .5* 1.0 1.2Geodetic Institute (5) 1.0 1.7 
Uraba Corporation 3.4* 4.5* 4.3 5.8 4.7 5.3-- -- .2Oioco Corporation .6 .6 1.9.7 2.7
National Feeder/Access Road Fund .9 1.2 1.58.5* 8.O1Coffee Diversification Fund 15.4 15.3 18.1 16.2 
Private Investment Fund 

2.5 3.4 8.3.68 3.2 

-. 2.0IX7lAL 

T734.7 TW7 480 1TY 61
 
E ,w Ra te 16 . 8 -. 8.48 1 .T q 2 . 10 2.6 o
 ha nge Ut ili zed :Aetul Budget Expenditur6
 

FEDEGAN - Livestock Federation.(1) 
INAGRARIO - Seai-official Institute for prmot of storage and warehouse facilities.VECXL - Colombian Veterinary Products.COMIA.RO - Semi-official corp-nation(2) Electric Power -

for promotiz- of agro-deve'cL- .nt and marketing.7% of totals for electric power cntities correspc>;.. i. to rural and nat zial poverresource programs.
(3) CAR - 50 Of the budgc- of Regi, nml Cororation for D -re!Oj'en; of Watr Resorces in Bogota andNeighboring(4) xmas Varias de Mde in ­ ..
(5) 30% of the bud,- deliin Public Serices Agency.Geodetic Institute ­ 70% of the budget of thc tittt) Geograri- Autin Codazi (NationalGeodetic and Cadastral Institute).
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4.. 

mont 01t foreign lender assistance other than AID is showi in"Table II .,,8, above.''A li~tin7 of loans to the sector showing the source of funds and'purpose~fo1961 through 1970 and those presently under consideration 'are in-Annex I,

Exhibit 8.
 

- It has proved extremely difficult to obtain accurate'aiiddetailed

information about the level of grant assistance to the agricultural sector
by other countries and organizations. Total assistance to the sector from..
other donors, however, has been considerable. Annex I, Exhibit 8, although
not entirely complete, shows a large part of other donor assistance from,

1961 to thle present.
 

III. PROGRAM JUSTIFICATION AND RELATED MATTERS 

1. Relationships to Recent Sectorial Studies
 

The Loan Committee has carefully examined the IBRD agricultural,
development policy paper and the recently completed IID report "Toward. PFLll
Embployment". 
 The agricultural sector loan is substantially' in agreement with
the analyses presented in these reports. 
 The analysis, in tfle resulting
loan strategy, is in consonance with tne latest, CF'S and also conforms wi~th tie* GOC's Development Plan. 
 In this regard, the programs under the 'loan have.
Vundergone 
review in close collaboration between the Mission and Colombian

Government officials.
 

2. Contributionto000 Development 

In a country in which 30 percent of GDP and 85 percent of foreignexchange earnings are derived from the agricultural sector and approximatelyhalf of the labor force 'isemployed in agriculture, tne importance of thesector to the health of the economy is obvious. R~ecognizing the seator'simportance, the Government of Colombia has provided constantly rising alloca-.
tions of available resources to 
encouirage production increases., Apace with
these offorts have been programs deuigned specifically~to.raise,,the income anad
-productivity of the small farm operators, De spite'thesae'a t,efrorts the 
Colomoian agricultural sector still contains' a 'siib- s'tor,of. subsaoztiaI,,sizowhlich is unable to prod~uce at the potential that moenp'dcinehdwould yield. Colombia cannot adequately,meet 'herr fbre
raidly soigneda


'.agricultural production with a portion of tnebpoctor" ionalg 

Fpolitical,- necessity requirne'Gvr-n toA?role' both, in,expanding empiom't opotnte aviaiable 1n iril, .aa*we~ll an .aaeuriiig 4those ingi cutrl iit L..mu"t"sit.ce 
 ie" .inMe
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The importance
however, obscure 

of the subsistence agricultural sector nust not,the role that is played by commercial agriculture in th,nation's economy. 
The assistance granted the commercial sector must be
continued pericularly in such areas as research and extension if this
sub-sector, vhich provides the bulk of the nation's ctricultural output,
is to be able to fulfill its economic role.
 

The Colombian Planning Office has calculateo that a 
minimum
5.5 percent annual rate of agricultural growth must be maintained if Colombia
is to be assured adequate production to fill both her domestic and export
demands as well as to be able to provide a substantial share of the 
ifq
required by the rapidly-expanding rural population. 
Without this grewt ,
agricultural prices will rise, in turn increasing the cost of living, k,
making both agricultural and agriculturally deopendent industrial proaL -,,
less competitive on world markets.
 

While the proposed agricultural sector loan in directed primarily
toward programs designed to assist the small farmer in increasing his pro­ductivity and income, the justification for the loan munt be viewed in the
broader context of allowing the multiple needs of the subsistence and com­mercial agricultural sector to be met simultaneously.
 

3. Impact on U. S. Economy 

The impact of the proposed loan may be seen through an examinationof the loan's effects on U.S. and Colombian
will stimulate trade patterns. Loan financingU.S. exports to Colombia, directly thrown tne procurementof loan related U.S. goods and services, and indirecti',demand through the increasedfor imports into Colombia resulting from the Btimu.iiton providedthe Colombian economy by loan-financed expenditure flows. 
 Irpozts intc thl
U.S. will be affected by the loan to the extent that programs financed under
ti, 
 loan stimulate the production of Colombian agricultural products able
to compete in the U.S. markets.
 

Of the total amount of the loar, $0.9 milliton will be utilizedfor the purpose of commodities and tecnnh. 
services. 
 While this procure­ment may be made from any of the Geograptii( 
Code 941 countries, it is anti­cipated that the bulk of these funds will 1,f,
remainder of the loan funds,$2 8 

utilized in the U.S. The
0 million, will be utilizer! in the finanoing

of local costs.
 

The impact of loan-financed local costs on the U.S. balance of pay­ments will be affected by a recently negotiated change in disbursement pro­cedures. 
 As was the case in previous sector loans,stimulated through the injection of loan funds 
Colombian imports will be 

the resultant trade stimulus these 
into the Colombian economy aqfunds provide through the marinal pzopen­sity to import. This Increased import demand will be met in part through 
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A- ADMISTRATIONAN~DIN rl v" 'TIONP&A 
1. Execution Plank 

Major execution steps of the Program are describedbelow. The Loan
 
Agreement and basic Implementation Letter No. 1 will state the conditions:which
 
must be fulfilled by Borrower prior to any disbursement..
 

USAID/Colombia will ensure. that the loan procedures considered
 
acceptable as conditions precedent and the covenants contai1nein the Loan
 
Agreement are in fact being followed. USAID personnel will make periodic ins.pec­
tions and reviews of the Program, -assisted by contractmnd AID/W personnel, as
 
and if required.
 

Until the loan is repaid in full, audits of the. lon will be made
 
by AID at such times as may be deemed appropriate. .;.
 

2. Loan Monitoring 

Implementation responsibility for the Program will be under the
 
primary control of the Ministry :f Agriculture. The primary responsibility for
 
fulfilling A.I.D.'s part of the implementation functions rests with USA:W-/)

Colombia, assisted by AID/W peronnel - as appropriate. Disbursement requests
 
will be reviewed by the USAID Agricultural, Capital Resources Deve1oonentp qd

Controller Divisions. Qualitative progres. of the Program will be monitored ":I
 
principally by the USAID Agricultural Division.
 

At the highest administrative leveis the Nationai Monetary Board
 
has review authority over all fiscal operations'of the 000. The Naticnal
 
Department of Planning has established budgetary procedures for monitoring

the financial operations of all GOC investment projects. ":The Budget Control
 
section in DNP requires the implementing agency,to submit projected budget

expenditures by trimesters broken down by three sources of funds- GOC ..
 
funds, external credit and other funds. As the-year progresses actual expend­
itures are compared with projections. , Needed adjustments in program activities 
are then identified and corrective actions initiated. In the Ministry of L' 
Agriculture the -OPSA group coordinates with the DNP budget control section. 
Progress on agency programs is monitored by OPSA and on tne AID sector loan 
activities reports are-to be rendered to AI-throughthe DNP. In addition 

Sthe individual agencies within the Ministry,have,established procedures for 
program -planning, review of progress and budget Pally-i inter­-control,' -. 

agency coordination and monitoring of, program implementation -is also 'carried
 
out through the periodic: meetings, of the. Direcotive'-onoil 4 ,composed of agiocul_
 
tural agency directors and enaizred by 2the Minitr6"g~lu;
 

units o
illlle ;g ven- adto~l 
2 agricultural program actvities ino'udiklhe8, w S o' a 
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3. Disbursment Ph:± 

Disbursements of the Sector Loan are planned to be effected over an 
18-month period, subsequent to the signing of the Loan, in accordance with the 
Sector Plan. We now estimate that to start up the $ 51.8 million Loan Program,
approximately $ 1.25 million will be disbursed upon fulfillment of conditions 
precedent within a total of $ 2.5 million during the last half of CY-1971, and 
with the balance of $ 29.5 million disbursed during CY-1972. These amounts 
may vary somewhat in their actual utilization. The amounts and timing of 
disbursement releases will be determined as described in Disbursement 
Procedures elow. 

4. Disbursement Procedures 

a. U.S. Dollar Costs 

U.S. dollar disbursements will be made using standard A.I.D.
 
procedures by issuance of Letters of Commitment and making payments throligh 
the use of Letters of Credit or otherwise for Dollar Costs of goods

services procured for the Program in accordance with the terms of the z.Ln 
Agreement. Disbursements of Dollar Costs will be made exclusively tj finance 
the procurement for the Program of goods and services having both their 
source and origin in countries in Code 941 of .he A.I.D. Geographic Code 
Book as in effect at the time orders are placed or contracts are entered into 
for such goods and services. All ocean and air carrier uhipping finance. bry

Dollar Costs under the Loan shall have its source and origin in countries 
included in Code 941 of the A.I.D. Geographic Code Book as in effect at the
 
time of shipment. 

b. Local Currency Costs (Colombian Pesos)
 

(1) The Loan agreements will continue to be denominated in
 
United States dollars insofar as repayment to the U E
D-concerned, but will 
clearly state that (except for US$ amounts set asidu for procurement of goods
and services directly related to the sector program) the US$ are being loaned 
for the purpose of converting them into pesos so as to satisfy stipulated peso
needs of the sector programs. The agreement will also indicate the 1ev for 
which the pesos are destined, the executing agency which will be responsible
 
for expending them, and the time period over which they are to be expended.

In conformity with this, the agreement will provide that peso disbursements
 
will be released to a given sector in concert with the program of the
 
specified activities in that sector and 'Idence of satisfactory progress.
 

(2) Peso Generation Pro. -lure: To implement the direct 
conversion procedure, the following system would be employed: 

(a) Upon satisfaction of conditions precedent, Borrower
 
would request disbursement for the Local Currency Costs of goods and services 
procured for the loan program in accordance with the terms and conditions 
of the Loan Agreement by submitting to AID such supporting documents as the 
Mission would prescribe in Implementation Letters. 
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(c)Av/w il.Lps this Information on toTrauy
 

(d) Treasury wil l .enda to the U.S. Embassy in Bogota­
dollar checks In various amountswhich cover$ 'in­
total, the peso payiment. These'checks whi ch Treasury
calls "pr e -position chcks" are payable tothe 
Regional Disbursing. Officer arid are endorsed, in 
substance, as follows: 

"Payable only to the Central B ank of Colombia for
the purchase of pesos for deposit to the account of
 

Vthe 
 Regional Disburising Officer, Department of T'reasr 
~~: ~in the First National City Bank, Bogota.".asr 

(e) On the date the payment is to be made: 
Alternative A: 
 The Embassy will preoent ,checks in an
 
appropriate amount to the Central Bank which will 
credit to the account of First National City Bank withthe equivalent amount of pesos, and City. Bank will 
 < 

credit these pesos to the account of the Regional
 
Disbursing Officer. The Embassy (or USAID Controller)

will present to City Bank Treasury Form W"-DP127,
which requests and authorizes City Bank to issue a

draft in pesos, to the 0CC entity to which the payment 
is 	to be made.
 

Alternative B: The Embassy will present checks inan
appropriate amount to First National City Bankwhich 
will credit the dollars to the account of the Central.
 
Bank. The Central Bank will credit the account of
 
City Bank with the equiva .ent amount of pesos and account
 
of 	the Regional Disbursing Officer. Te Embassy- ;(or,
USAID Controller) will present to City, Bank-TrasuIy
Form WR-DPI2(, which requests aiid author ize"sity nk 
to issue a draft, in pesos, to theGC entity to,,which
the payments should be made. 

. 

(f) 	 The dollars will be paid or crcdite1A'to the Central 
Bank, the peso 'draft Issued, and the-Ioncare, l
 
at 	the same, exchange rate and ondfher,ame day~AN MAS ,F. 

~ t	 __ 
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(g) To iitimize delays in the availability ,. the pesos
above generated for implementation of denignated sectoral programs, (and to
minimize a float of loan disbursements in the Cuenta General del Tesorero),

the Loan A 'eement (to which the Ministry of Hacienda will be a signator)

will contain standard Loan provisions for "disbursement for Peso Costs" and

"Other forms of Disbursement" with the addition of language to the effect

that "Procedures for the making of disbursements hereunder immediately avail­
able to the agencies in question shall be more fully described in Letters of
 
Implementation.
 

(h) 
At such time at; AID may specify in Implementation

Letters, the GLC*. Sector central irplementing agency ai&L provide evidence

satisfactory to AID of its receipt of loan generated pesos from the Treasury

of the Republic. 
Upon receipt of pesos allocated to the GOC sector
Borrower's Representative, the funds will lose their separate indentify and

be marged with other funds of that entity.
 

(i) At such time as AID may specify in Implementat!
Letters, the Sector implementing agency shal furnish evidence satisfa,>.Y

to AID of the total budgetary flow of the comingled peso funds of thr2 sctor,

and of each of the sectoral program's operating agencies, in accordance with
 
the sectoral plan agreed upon in the Loan Agreement.
 

(j) The purchase and release of pesos will be on an
advance basis, equivalent to the estimated needs of given rc;ivities for

mutually agreed periods to permit opportunc application of r'sources.
 

(k) Justification for advances, after the initial Cni,
will be reports showing progress on overall executo: of
1 he specified activity
as evidenced by disbursement of comingled funds reported in (g)above.
 

(1) The timing of disburt'ment will be reflected by sector
needs and requirements, and such disbursement will be W;,;).ed subject to ()
GOC's requests for disbursements based on needs, and (2) USJD/C's careful

periodic review of these needs and overall sector fiscal and qualitative

performance.
 

5. Procurement Procedures:
 

Standard AID rules of procurement will apply. AL. procurement

items are estimated to be ordered or contracted for by the en(d of CY 1972.
 

6. Small Business Notification:
 

In order that all United States firms shall have the opportunity

to participate in furnishing goods and services to be financed under the Lan,
Borrower shall furnish to AID such information with regard thereto, and at sawh 
times, as AID may request in Implementation Letters. 
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7. Shipping and Insurance: 

a. Goods financed under the Loan shall be transported to Colcmbia
 
on flag carriers of any country included in Code 935 of the AID Geographic
 
Code Book as in effect at the time of shipments
 

b. At least fifty percent (50%) of the gross tonnage of all Goods 
financed under the Loan (computed separately for dry bulk carriers, dry cargo 
lineri; and tankers) which shall be transported on ocean vessels shall be 
transported on privately-owned United States : .r commercial vessels unless AID 
shall det'r.aine that such vessels are not available at fair and reasonable rates 
for United States flag commercial vessels. No such goods may be trao.sported on 
any ocean vessel (or aircraft) (i)which AID, in a notice to Borrouer, has 
designated as ineligible to carry AID-financed goods or (ii)which has been 
chartered for the carriage of AID-financed goods unless the chariter has been 
approved by AID. 

c. Marine insurance on Goods way be financed unde t, with 
disbursements made pursuant to the U.S. Dollar Disbursement pro Clare8 of the 
Loan Agreement provided (i) such insurance is placed at the lowest available 
competitive rate in a country included in Code 941 of the AID Geoa;m10c Code 
Book as in effect at the time of placement, and (ij) d-i imn thereunder are 
payable in freely convertible currency. If in th- .-,nrection with -he plac ."nt 
of marine (or aircraft) insurance on shipments fi-.n-ed under United E,.tes
 
legislation authorizing assistance to other npiixns, Colombia: b,,, s~ttut4, 
decree, rule, or regulation, favors any mari:- (Cai aircraft):t.. nace :(-: uny 

authorized to do business in any state of' the United State of America, 6cooda 
financed under the Loan shall during the continuance of such discrimination 
be insured against marine (or aircraft) risk in the United States of America
 
with a company or companies authorized to do a marine (or aircraft) insurance
 
business in any state of the United States o. America. 

B. EVALUATION 

Successive evaluations of the Loan Targets and current status of each 
group objective will be made by USAID/C's Implementation and Evaluation 
Committee (I & E) at each of the following steps: 

a. At the time the CFS (or its equiwUaent) is developed.
 

b. When IRR's for p,,.tble future loans to the Agriculture
 
Sector are prepared, and
 

c. When Intensive Review of a possible Cuture Capital Assistance
 
Paper is undertaken for the Agriculture Sector.
 

Since it is current practice and policy of USAID/C to develop the 
above-mentioned documents with the GOC in line with the "mature partnership" 
concept, the GOC and its implementing agencies vL1.1 be participants i all 
such evaluations.
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In addition to the above it is considered to be highly 
important to help the national planning office and the Ministry 
of Agriculture further develop their capability :: evaluation. 
They have expressed interest in this type of assistance and 
wish to establish systems of continuous evaluat-n-n anc. sector 
analysis. (See Section I, G of Annex III for firh1er description.) 
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ANNEX I
 

Exhibit 1, Page 1 of 1
 

GOC BUDGETARY APPROPRIATIONS FOR AGRICULTURE AND NATIONAL RESOURCES 1969-1972 

(Col. $ 000,000)
 

1969* 1970** 1971** 1972** 

Ministry of Agriculture 	 18.1 29.0 33.0 38.0 
National Access/Feeder Roads Fund 97.1 110.0 110.0 157.9
 
Agrarian Reform Institute 575.1 737.2 722.3 824.3
 
Agricultural Research Institute 165.2 308.0 355.0 409.8
 
Agricultural Marketing Institute. 38.0 46.8 60.0 66.0
 

-Agricultural Credit Bank 	 .1 - -
Livestock Producers Bank 30.0 41.0 34.0 40.0
 
Cattle Producers Federation 7.0 7.0 7.0 7.0
 
Electric Power Entities 2/ 23.9 26.2 31.4 34.0
 

Natural Resources Institute 45.7 83.3 99.1 121.0
 
Regional Development Corporation, CAR 3/ .5 2.0 2.0 4.0 
Meteorological & Water Resources Inst. 10.0 15.0 24.0 28.0 
Geodetic Institute 4/ 65.5 72.5 71.8 84.7 
Uraba Corporation - 3.5 5.0 6.0 
Ministry of Development 5/ 21.0 12.0 20.0 20.0 
Medellin Public Services Agency 6/ 15.0 4.0 -

Total 	 1,112.3 1,497.5 1,574.5 1,840.7
 

i/ 	Total Resources allocated to the sector by the GOC are shown in Part II,
 
Section II, C, 4.
 

2/ 	7% of Budget
 

3/ 	50% of Budget
 

4/ 	707. of Budget
 

5/ 	Budget for Regional Development
 

6/ 	307. of Budget
 

Sources: 	* 1969-73 Development Plan, National Planning Office 
•* 1970-74 Development Plan, National Planning Office 
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*Consists of representatives of MinIster of Agriculture, Agriculturi anti Rural Bank, 
Institute of Agrarian Reform, Agricultural and Livestock Marketing Institute, Agricultural UNCLASSIFIED 
and Livestock In3titute, Assoc. of Users, one additional person appointed by the President. 
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EXHIBIT 3 Page 1 of 2 

KEY PERSONNEL COLOMBIAN AGRICULTURAL SECTOR 

MINTSTRY OF AGRICULTURE (MIN-AG) 
Minister: J. Emilio V'i!derrama 
Vice Minister: Joaquin Vanin Tello * 
Chiof of Planning: Alberto Garcia 

AGRICULTURAL BANK (CAJA AGRARIA) 

General Manager: Jose Vicente Vargas 
Credit Manager: Jaime Velez 
Development Manager: Ricardo Villa 

COLOMBIAN INSTITUTE OF AGRARIAN REFORM (INCORA) 

General Manager: Antonio Barberena 
Development Manager: Hernando Durani 
Legal Manager: (Vacant) 
Engineering Manager: Carlos Guti,, -t'cL 

COLOMBIAN LIVESTOCK AND AGRICULTURAL INSTITUTE (ICA) 

General Manager. Jorge Ortiz M'endez 
Technical Manager: Alvaro Gar.icr 
Chief of Planning: Hernan Chavcrra 

INSTITUTE FOR THE DEVELOPMENT OF NATURAL RESOURCLS (INDERENA) 

General Manager: Daniel Gonzalez Plata 
Technical Manager : ,Oicas Porras 
Chief of Planning: " os Orozco 

LIVESTOCK PRODUCERS BANKI (BANCO GANADERO) 

General "n' r: Arturo Bonnet 
Assistajit General Manager: Gustavc Lozano 
Chief, Technical Asst. 

Department Roberto Torres 
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AGRICLjTURAL ?ARKETING INSTITUTE (IDEMA) 

General Manager: Ariel Armel
 
Asst. Manager: Rodrigo Hernandez
 
Chief Planning: Fernando Villamizar
 

LIVESTOCK PRODUCERS FEDERATION (FEDEGAN)
 

General Manager: Miguel Santarnaria D.
 

GRAIN WAREHOUSE AND DEPOSITS (INAGRARIO)
 

General Manager: Armando Carbonell 

COLOMBIAN VETERINARY PRODUCTS MANUFACTURING CO. (VECOL) 

General Manager: Gabriel. Baraya 

AGRICULTURAL AND LIVESTOCK CORPORATION (COFIAGRO) 
General Manager: Aurelio Correa Arango 

REGIONAL CAUCA VALLEY CORPORATION (C. V. C.) 
General Manager: Henry Eder 

GEOGRAPHIC INSTITUTE AGUSTIN CODAZZI 
General Manager: Julio Carrizosa 

METEOROLOGICAL AND WATER. t OURCES INSTITUTE (S. C. M. H.) 

General Manager: Gabriel Echeverri Ossa 

REGIONAL CORPORATION OF SAVANAH OF BOGOTA (CAR) 

General Manager: Jorge Torres Lozano 

* Expected to assume position week of May 3, 1971. 
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EXHIBIT 4 , Page 1 of 1 

lODUCTION; AREA AND YIELD OF PRINCIPAL CROPS, 1968-1970 1/
 

CROP Production * Area , Yield * 

1968 1969 1970 1968 1969 1970 1968 1969 1970 

(000 tons)' (000 Mas) (kilos per hectare) 

Group I 
Coffee 480. 480. 570.3 816 809.6 1,069 588 592 534 

Group 2 
Yuca 886 950 1,200 152.3 155 150 5,817 6,126 8,000 
Beans 40.3 40 40 70 66 66 576 606 606 

Platans 1,600 1,650 1,690 230 240 240 6,957 6,875 7,042 
Panela 700 720 755 240 245 247.5 2 ,909 2,938 3,051 

Group 3 

Corn 886.6 850 800 818 780 700 1,083 1,089 1,143 
Potato 850 900 900 81 84 90 10,493 10,714 10,000 
Wheat 125 75 50.4 108 58 42 1,157 1,293 1,200 

Tobacco 43 44.5 44.9 23.3 24 24.3 1,845 1,854 !,848 

Group 4 

Banano 700 780 780 58.5 59.2 58.5 1%162 13,125 13,333 
Cacao 18 18.5 19 39 41.3 49 462 448 388 

Group 5 
Cttn.Fbr. 120.2 125.3 127.8 201.4 236.1 267 597 531 479 
" Seed 200.8 213.5 224.8 997 905 842 

Rice 780 714 672 265.7 280 223 2,935 2,550 3,017 
Sugar 665 708.6 709 99.9 100.2 90 6,656 7,025 7,878 

Group 5A 

Sesame 12 60 25.2 15 86 36 800 697 700 
Barley 74 .8 76.5 90.0 46.8 49 50 1,598 1,561 1,800 
Soybeans 101 120 120. 50.5 58 60 2,000 2,068 2,000 
Sorghm. 110 100 140 49.3 44.5 66 2,231 2,247 2,121 

* Preliminary Estimate
 

1/ Estimates made by Mlnistry of Agriculture as continuation of Series in "Changes

in Agricultural Production and Technology in Colombia", L. Jay Atkinson, FAER,
 
Ne. 52, USDA.
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EXHIBIT 5 , Page I of 1 

PRODUCTION OF MINOR CROPS, 1968 - 1970 1/ 

C R O P 1968 1969 1970 

- ------1,000----- Metric Tons 

Garlic and Onion 36.1 40.0 41.8 

Arracacha 131.0 130.0 133.0 

Arveja 27.2 29.0 29.3 

Rubber 0.5 0.90.8 


Copra 1.5 1.5 1.6
 

Coco verde 10.1 
 10.1 10.2
 

Fique 33.9 35.0 37.9
 

Fruits 585.2 
 600.0 620.5
 

Vegetables
 
Various 27.7 29.1 30.5
 

Rame 227.5 257.6 301.7
 

Millo 9.0 10.6
9.8 

Tomato 47.5 50.0 51.7 

Other roots 42.4 43.7 45.5
 

Pkeliminary estimates
 

1/ Estimates made by Ministry of Agriculture ae continuation of 
series-ain "Changes in Agricultural Production and Technology 
in Colombia", L. J. Atkinson, FAER No. 52, USDA. 
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Imports of Selected Agricultural Prcducts for 1967-1969 

With Estimates for 1970 

(Millions of Dollars) 

Products 1967 1968 1969 1970 b/ 
Wheat 12.7 16.2 16.5 20.0 
Tobacco 0.2 3.2 5.8 8.4 
Cocoa 2.6 5.5 6.3 8.2 
Wool 5.0 7.6 8.1 8.1 
Tallow 5.1 5.3 5.1 5.6 
Rubber 3.6 1.8 4.9 5.2 
Barley 0.5 1.6 2.8 3.7 
Hops 0.9 0.6 0.8 1.7 
Lentils 

0.5 - - 1.6 
Cotton 0.5 0.9 1.0 1.5 

a/ Items in this table are different from those in table 7. 

b/ Mission estimates 

SOURCE! DANE 
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Agricultural Credit in Colombia Number and Value of New Loans Granted 

and Value of Outstanding Loans by Major Institutions - 1966 - 1970 

Yea 

1966 

1967 

1968 

Institution 

Agr. Rural Bank 1/ 
Private Banks 2/ 
Livestc.'ank"1/ 
Incori 

Agr..f_: Bank L/ 
Private Banks 2/ 
Livestock Bank 1/ 
Incora 1/ 4/ 

Agr. Rural Bank 1/ 
Private Banks 2/
Livestock Bank 1/ 
Incora 1/ 4/ 
Cofiagro j/ 

Number ot 
Loans 

309,530 
56,718 

2,623 
11257 

380,128 

306,333 
56,808 

5,459 

1 

387,537 

365,
74  

58,110 
5,388 
24,129 

11 

453,380 

New Loans Granted 
Vrlue Percent 

(CoL. $000) Change 

1,710,185 -
1,597,534 -

181,560 -
134 650 -

3,623,929 

2,062,395 21 
1,784,478 12 
240,759 34 
198,495 47 

4,286.127 18 

2,795,753 36 

1,820,515 2 
263,647 10 
191,729 -3 
24 376 

5,096.020 19 

Outstanding Loans on December 31Value Value Percent Value Conversio
2(US $000 Cal. $000 US $000 Rate 

- 2,338,745 -
- 1,476,780 -
- 285.291 -
- 173.656 - -

268,439 4.274,472 - 316,628 $13.50/1.00 

- 2,805,843 20 -
- 1,566,340 6 -
- 427,314 60 -
- 289372 67 -

290,979 5,088,869 19 345,477 $14.73/1.00 

-3,583,940 1 

- 1,614,061 3 -- 554,585 YJ -
- 372,863 29 -
- 19,480 -

311.112 6,144.929 21 375,148 $16.38/1.00 

(Cont...) 
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New Loans Granted 


Year I-Institution 
-umber of 

Loans 
Value 

(Col. $000) 
Percent 
Change 

Value 
(US $0000)V 

Outstanding Loans on December 31
Value Percent Value Conversion 

(U 00) C Re 
1969 Agr. Rural Bank 5/ 348,146 3,443,491 23 - 4,316,526 20 -

Private Banks 2/ 
Li5estock Bank / 
Incora / 5/ -
Cofigro 1/ 

58.032 

5,588 
31,700 

49 

2,015,029 

401,106 
192,786 
90.093 

11 

52 
1 

270 

-

-
-
-

1,759,831 

780,786 
428,929 
75.445 

9 

41 
15 

287 

-

-

443,515 o,142,505 1 353,831 7,361,517 20 424,051 $17.36/1.00 

1970 Agr. Rural Bank 
Private Banks 3/ 
Livestock Bank1/ 
Incora 4/5/ 
Cofigro 1/ 

348,134 
57.818 
5,755 

25,000 

187 

3,398,272 
1,864,502 
446,824 
187,800 

209.794 

-1 
-7 
11 

-35 

133 

-
-
-
-

-

4,542,110 
1,819,385 

998,350 
497,000 

125.027 

S 
3 

28 
10 

166 

-
-

-
. 

436,894 6,107,192 -.6 330,476 7,981,872 8 431,919 $18.48/l.oo 

/ Annual Reports
 
2/ Tables 13c and
3/ 14 - Revista Banco de la Repblica - Oct. 1970Mission estimates based data available for time six months 1970.
4/ Tables 13c and 14 - Reviata Banco de la Republica
Includes only loans under Supervised Credit Program; other loans included under Rural Bank and Livestock Bank, who used


own funds for INCORA programs. 

Y5 Personal information dr 
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Non tISAD Forei~ la-, to icultural Sector, 1967-70 

Colombian 
Year Sourcet 

Purpose Amount 
 for the -- r 
1967 
 I B R D INCORA 
 Colonization and
Irrigation 

90
 
Coant. Moss IFA Cotton I.0
I D B Caja Agraria 
 Farm Machinery 
 12.2 23.5 

1968 I D B Banco Ganadero Livestock Production 10.7N I 0 Banco Ganadero Dairy Production .3 
 12.0196f i B R D Caja Agraria Livestock Production 18.3I D B nEM Grain Storage
I D B 13.7INCORA 
 Colonization 
 10.8
I BR D MINAG Sector Loan 
 17.0I B R D INCCRA
1970 Farm Credit
IDB (Vatican) INCORA 17 7.3Rural Development a, 1.0 
I D B * Caminos Vecinales Penetration Roads 17.0 
I D B ICA Animal Health and 

Extension 
 20.6
 
I B R D 
 INCORA 
 Colonization 
 8.1
 
Suppliers* Caja Agraria Farm Machier7 5.0 

*Loans requested or under consideration. C+ H M~ 
C to 

TJNCIASS12 

0 

mo 
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07MM DONORS GRANT ASSISA _/ 

(ThouswAs of Dollars) 

Great Britain1915-71) 0O5 

rance (1966-71) 1,012 .9 
West Germny (1962-71) 2,I2o.o 

uSA (1961-67) 652.0 
UN (1966-71) 
 15,219.3 

Ford Foundation 
 9,271.4
 

Rockefeller Foundation (1960-Ti) 260.0 

Kellog Foundation (1966-71) 792.4 

OAS 

i/ Incomplete List.
 

_/ Informtion available does not permit estimate of monetary value. 
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1"IsFm- OF IDEMA FACILITIES AND STORAG CAPACLTY 1964 AND 1969 WITH 

PROJEWTIONS TO 1973
 

196196 	 Projected 1975
 

No. of facilities 	 27 
 45 	 69
 

Capacity (metric tons)
 

Bag storage 	 93,003 159,806 159,823
 

Silos 
 30,586 63,278 178,278
 

Total 	 123,589 223,084 338,101
 

/a 	 Weitz-Hettelsater Enginers, "Marketing and Storage Facilities
 
for Grain and Storage Crops - Colombia", 1965 p. 125.
 

/b 
 IDE4A, "Producci6n, Mercadeo, Precios, fdhnacenamiento,

Tratamiento y Comercio Exterior de Productos Agropecuarios,
 
1959-1969", 1970.
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RESENT AND PROPOSED GRAIN STORAGE CAPACITY OF IDEA 

AND THE PRIVATE SECTOR 

InColombia, 1910
 
(In Metric Tons) 

IDEMA 
 EMted; Lon 
Plannled Private Ttal

Zone Present Increase .DEMA Sector Colombia 

Atlantic 91,411 
 20,000 111,411 252,100 343,511
 

East Central 
 97,289 46,ooo 143,289 462,600 605,889 

West Central 
 75,051 30,000 105,051 56,000 161,051
 
South Western 75,585 29,000 104,585 251,200 355,785
 

TOTAL 339,336 
 125,00 464,336 1.001,900 1,466,236
 

Source: IDEMA - Planning Division 
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IDEA SUPPORT PRICES, MARKET PRICES AND VOLUME OF IDEMA PURCHASES IN DOMETIC mAr.ET, 1968, 1969 and 1970 

(current peso prices per metric ton) 

Ccmmodlty IDEMA Average Lowest Total IDEMA T _ A 
and years Support 

Price /a 
Wholesale 
Price /a 

Monthly 
Average 

National 
Production 

Purchases /b Purchases 
as of Total 

Wholesale (DANE) Production 
Xrice /a 

Thous.Tons Thous.Tons 
Rice-Type I-A 
1968 2050 2040 .8co 786 70 8.9 
1969 
1970 

2000 
2250 

1790 
1920 

1620 
1780 

680 
727 

145 
61 

21.3 
8.4 

Corn (White)
1968 
1969 
1970 

1500 
1300 

1530 
1520 
174o 

1390 
142o 
1630 

1040 
94o 
931 

55 
68 
19 

5.3 
7.2 
2.0 

Bea=s (Type II)
1968 
1969 

6800 
4500 

5380 
4990 

4430 
4460 

55 
48 

7.2 
6.4 

13.1 
13.3 

197o 4500 5230 472U 47 0.5 1.1 

Wheat 
.968 

1969 
970 

2100 
2100 

100 

1o 
2090 
2110 

2090 
1890 
2080 

105 
80 
69 

18 
32 
23 

17.1 
40.0 
33.3 

Potatoes 
1968 

/c 
1120 780 1020 7.4 0.7 

1969 
1970 

1670 
0 

890 
1050 

1000 
1117 

2.3 
6.0 

0.2 
0.5 

Id 

/a IDE4A, "Producci6n, Mercadeo, Precios, Almacramiento, Tratamiento, y Comercio Exterior H 
de Productos Agropecuarios, 1959-1969". o 

/b IDEMA, Office of Planning
7c Potatoe prices are not announced in advance. 
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ANNEX I 
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EXPORT EARNING3.'Colornbia. 1968-70 

1968 1969 1970 

(000 Dollars) 

A. Nontraditional Exports 

Agricultural, Fishery 

Bananas 
Cotton, raw 
Textile coniections 
Sugar 

Tobacco 

Lumber 
Cattle & Beef 
Other Animals 
Hides and Leather 
Seafood 


Subtotal 

and Forestry Products 

15571 
33695 

16043 

22035 

7072 

5647 

4471 
4388 

6276 
2995 


18559 17704 
36413 38646
 
15132 21820
 
17495 21837
 
9145 8799
 
7204 6341
 

10970 29273 
6524 1157
 
8658 1010
 
4560 4989
 

117493 134660 i57576
 

Manufactured 
Products 

and Other 
60941 72537 79435 

Total Minor Exports 178434 207197 237011 

B. Traditional Exports 

Coffee 

Petroleum 
Subtotal 

-

314144 

36334 
350488 

332853 

56671 
389524 

387471 

554391 
442910 

C. Total Export Reintegros 528922 596721 679921 

1J Preliminary 

Source: Banco de ]a Republica (BOR) 
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COLONBIAN EXPORTS AND IMPORTS, ALL AGRICULTURAL, COFFEE, AND NON-COFFlE - AGRICULTURAL EXPORTS CantAleD WITHAGRICULTURAL IMPORTS ­ 1961-69 AN) ESTIMATE FOR 1970 
(ilosof Dollars) 

All All Ag. Exp.Registered Regiate-ed Agricultural as percent Coffee Imports of AgriculturalYear Expo I rts Exports 1 
Non-Coffee Agricultural Technical Total 

Balanceof Total E of Balancex Imports 2/ Farm Inputs 3/ Trade1961 434.5 of Trade557.1 
 342.8
1962 78.9 307.8 35.0463.4 51.6540.4 63.4373.5 80.6 227.81963 332.0 - 122.6446.7 41.5506.0 60.3341.3 64.776.4 303.0 248.5 - 77.01964 548.1 586.3 38.3 47.2 48.8428.6 78.2 245.31965 539.1 453.5 394.2 34.4 62.0 - 59.3
404.9 37.8

1966 75.1 343.9 61.0 328.8 - 38.2507.5 52.8674.1 47.5380.6 75.0 304.61967 509.9 328.2 52.4 83.4 85.6496.9 
 390.1 76.6
76.5 220.6
322.4 - 166.6196b 558.3 67.7 42.3
643.3 49.6
447.5 80.2 298.2
1969 351.4 96.1 13.0607.5 55.0685.3 72.6451.7 74.4 319.9 ­1970 4/ 693.9 343.9 107.8 64.0 85.0
875.0 87.0593.9 300.785.6 466.4 127.5 - 77.881.7 
 116.4 
 95.8
1969-70 - 181.1144.9 142.2 146.0 -- 126.6 307.6 
 130.2 
 158.8 
 146.2 
 - 129.7 

1/ The classification system used for Agricultural Exports was based upon that used by Henry Hopp,American Embassy in 
former Agricultural Attachi with theBogota. (See Table 5)

V/ Major items included in this category are wheat, cigarrettes, cocoa, wool, tallow, rubber, barley, seeds, hops, and lentils.] The principal items are fertilizers, other agricultural chemical, veterinaryand agricultural medicines, agricultural machineryproduct processing equipmnt. including tractors,(See Table 11)
 
/ Mission estimates.
 

Sources: DANE, 
Anuarios de Comarclo Exterior, 1961-64
 
DAIM, Computer Tabulations of Exports and Imports 1965-69.
 

ro 
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ESTJfATES OF ANNUAL INCREMT IN DN4AND FOR AGRICUThVRAL PRODUTS - CO1(BIA 

Production-con tion, 1969 Rate of GrcAth - Annual 
C0nsution - import Production Consmuption - Import Production 
Domestic + Domestic Domestic + Ekport Domestic-m 

1000 MT i000 M 1D00 - per cent .......... 

Potato .2 900 - 900 + 3.7 - + 3.7

PlMatano .1 1,650 - 1,650 + 3.5 - + 3.5
Yuca .2 950 - 950 + 3.7 - + 3-7
Arracacha -0- 130 - 130 + 3.2 - + 3.2 
Nmae and other roots -o- 301 - 301 + 3.2 - + 3.2 

Sub-Total 3,931 - 3,931 + 3.6 - 3.6 

Rice (Paddy) o3 683 + 31 714 + 4.o + 10.0+ 4.3 
Wheat .3 30- 40/1
 

-185 75 
 + 4.0 - 9.0- 10.0
Barley .3 119 - 43 6 + 4.0 + 25.023+ 26.7
Kilo -0- 10 - 10 + 3.0 - + 3.0
Beans .3 J.$ - 40 + 4.0 - + 4.0 

- 268 
Sub-Total 1,152 + 31 915 + 3.9 - + 5.0

Corn-hman -. 1 680 - ) 850 + 3.0 - ) + 
Other 170 - ) + 25.0 )

Sorgbmz 100 - 100 + 25.0 - + 25.0
Sobemn 100 + 20 120 + 25.0 + 50.0 + 29.2 
Se 60 - 6D + 29.0 - + 20.0
Cop' 2 ­ 2 + 3.2 - + 3.2 
Cotton Seed 174 + 40 214 + 10.0 + 20.0 + 11.9 

Zjb-Total 1,286 + 60 1,346 + 11.1 + 36-7 + 11.9 
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Consution - Imprt Production Couswption - import Production 
Domew:lc + Export Dowstc-i 100] 10 100 Domestic + Exort Dmestic... -cn -

Cotton fibe 
Wool 
Fiqm 
Rubber 
Tobacco 

Sub-Total 
Coffee 

Cacao 
Suar- Refined. 
Sugar - Panels 

Sub-T6tal 
k Ao 
Fruit - various 

Sub-ftal 
Omrlic and CmIan 
Plms 
!intoes 
Coeo-nut - green 
Vegetables - various 

-o-

.8 

.2 

.1 

.4 
1.0 

.5 

65 
x 

/35 
1 

32 

134 
88 

19 
524 
720 

1,263 
440 
600 

1,040 
40 
29 
50 
10 
29 

+ 

+ 

+ 
+ 

+ 

+ 
+ 

)W _ _ = H Ti 

60 
-

-
13 

73 
392 

185 

185 
340 

340 

m R F-

125 
1 

35 
1 

45 

207 
140 

19 
709 
720 

,1448 
780 
600 

1,380 
40 
29 
50 
10 
29 

+ 4.0 
+ 10.0 
+ 10.0 
+ 15.0 
+ 3.2 

+ 5.5 
+ 3.2 

+ 5.2 
+ 3.7 
+ 3.5 

+ 5.6 
+ 4.2 
+ 5-7 

+ 5.1 

- - - - p e c a nt - ­- - ­-
+ 20.0 + 

- + 
- + 
- + 

+ 5.0 + 

+ 17.3 + 
+ 2.0 + 

- + 
+ 10.0 + 

+ 

+ 10.0 + 
+ 5.0 + 

+ 

+ 5.0 + 

31.7 
10.0 
10.0 
15.0 
3.7 

9­
2.2 

5.2 
5-3 
3,5 

4.4 
4.5 
5.7 

5.0 

Sub-Total 158 158 + 4.5 - + 4.5 

Nt Y 

" 

Bef 
Pork 
IAt-ton-Goat 
PomItrT 

.7 

.8 

.5 
1.0 

700 
110 
23 
74 

+ 78 778 
11 
23 
74 

+ 
+ 
+ 
+ 

5.0 
5.2 
4.5 
5.7 

+ 20.0 + 
+ 
+ 
+ 

6.5 
5.2 
4.5 
5-7 

Kilk 
Sub-Total 

Sub-Total 

1.0 
.6 

907 
1,500

1.01 

i,601 

+ 78 985 
1500 
101 

1,601 

,5.1 
. ,-
+ 4.7 

+ 5.6 

+ 20.0 + 
+ 
+ 

+ 

6.2 
5-T 
4.7 

5.6 
TOaL .1,56o Ey. 59 ,2,451 + 4.8 + 5.4 
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C &I rryer, adjustment, replaced by imports in 1970 EXIBIT 14 , page 3 of
SReprsents annual increment (increase) in wheat importsReprent. annual decrease in barley imports


Live weight.

Net export including cofee
Source: 1969 Production data from the Ministry of Agriculture. 

Note:
 
Estimates 
are based ou production, domestic consumptionexpressed and imports-exportsas a percent of appropriate 1969 base for 1969. Rate of growthfigure.of rice is estimated to For example demandincrease at a rate for domestic consumptionto increase annually of 4% of 1969 consumption; rice exportsat 10% of 1969 rice exports; demand is estimatedthe resulting incrementshown in production of rice isat 4.3% of the 1969 production. 

Domestic human consumption .iates are based on an assumed 3.2%annualannual increment in real - -
increment in population, 2,5%pita income, and indicated income elasticity of demand.

Estimates of export demand increments are based on subjectiveproduction capability. Similarly estimates 
evaluation of export potential andof demand incrementslvestock feed) are based on subjective 

for industrial use (fibers, rubber,evaluationcapability. Generally it is 
of market potential and domesticassumed productionthat production can and will approximate the demand: !-e. thatthe demand estimates are feasible. 
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INO A CREIT PROGRAM EVALUATIO 

SU91MA 

The Mssion has completed its evaluation of INOGMA's supervised creditprogram, u, '[ng sample data selected by INCORA an, :,;i IBRD. The first partof this Annez contains our conclusions resulting from the evaluation, and the
last section describes the sample and analytic procedures used in arriving at
 
these conclusions.
 

The borrower universe for which the 542 borrower sample is representative
consists of 23,300 families who had a total of 76,500 farm plans. 
The 23,300
families comprising the universe studied closely approximate the rate
expansion of credit program coverage through the period 1964-1969. '2 e
percentage of borrowers eliminated from the sample closely approximates thepercentage of borrowers who actually left the program. 
(All peso amounts in
 summary are deflated.)
 

The substantive conclusions of the study arej
 

1. The credit provided with supervision has a strong positive effect upo~i
employment generation. 
The average farm plan financed by 8,500 pesos (i.e.in constant peso terms 
man 

= $ 835U.S.) generates .407 man years of off-farm and
.258 years of on-farm employment. By implication credit effects reduce
or eliminate underemployment on the farm. In aggregate terms, the borroweruniverse generated 26,400 man years of off-farm and 15,500 man years of on­farm employment or a total of 41,900 
 man years through lending a total of638 million pesos, of which 205 million pesos were recovered in loan repay­ments, leaving a net credit outstanding of 433 million pesos. 
 From the
aggregate calculations just over 10,000 pesos of credit outstanding generate
a man-year of employment, which is 1,000 pesos greater than the minimum rural
wage, but 2,000 pesos below the average urban labor rate.
 

2. The gross value of product sold increases substantially as 
a result
of credit. The average increase per plan is 8,700 pesos. 
 In terms of aggre­gates, the increment of product value amounted to 664.9 million pesos overthe pre-credit base of 817.7 million of+ 
 The production increase is
generated by the same credit quantitiel.ns 
noted above. The increment of
production is 1.5 times the net credit outstanding which certainly indicates
 a counterinflationary pressure.
 

3. Income distribution is favorably altered through credit effects uponemployment external to the farm and by substantial increases in income,wealth and level of living of the farmer borrowers. The average increasein farm and family cash from operations is 2,200 pesos per plan, whichconverts almost entirely to debt reduction which increases net worth. 
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The ftmrily level of living increases by 2,450 pesos per plan.
 

4. Measures of farmer progress are highly favorable. Those measures aredeveloped to show average rates of progress in the sequence of plans in composite
form (See tables 6, 6a, and 6b). The results are shown graphically on Chart 1. 
Farm and family resources generated rise from a pro-credit level of11,418 pesos to 35,178 pesos through successive plans. The family living levelrises from 3,984 pesos to 7,797 pesos, expenditures for labor rise from 1,996pesos to 6,428 pesos and inputs purchased rise from 3,876 pesos to 13,357 pesos.Farm and family cash residual rises from 1,562 pesos to 7,596 pesos, over a


four-fold increase.
 

5. The foregoing shows a transformation from & nearly subsistence levwKiof operations to an increasing involvement in commercial operations and gives
some insights into the behavioral pattern of borrowers. 
The modest increase
in the family living level indicates a rather strong propensity to save and/
or to capitalize. 
The increasing use of labor and inputs, encouraged by
credit supervision and farm management advice, certainly creates the opportunityfor the steadily increasing rate of cash return. 
That return is, for the most
part, converted into increasing net worth via debt retirement and capitalization.
The tendency is toward increasing commercialization coupled with indications
of a propensity to save and capitalize. 
These are essential attributes to
cerry the borrowers through the transition from subsidized credit support
to self sufficiency via internal savings.
 

6. Relationships between credit extended, production and cash income
generation and repayment capacity show favorable possibilities. Table 7, 7a and
7b provide a schematic presentation of those relationships which are shown
graphically in Chart 2. 
In terms of credit received, incremental amounts
decline steadily while the outstanding debt rises and then declines as cash
availability from operations increases. 
 It is notable that the farmer cash
availability at the end of the 1968-69 period is 110,000,000 pesos an amount
equal to 25% of the net debt outstanding. 
Tc the extent that the borrowers
continue to move along with the established tendencies they will nave achieved

the goals of the program.
 

7. There are two negative factors that arise as a result of this evaluation.
First, the credit is clearly a subsidy with the time costs of money borne by
the GOC through INO A. The costs of acquiring the funds and admiisteringor supervising them are high, particularly when inflation erosion is con­sidered. 
The time cost to the borrower in real terms is negative. Secondly,the length of the recovery period ties up the portfolio for long periodsof time. The credit works well with the borrowers but imposes a heavy burdenof time costs and the relatively slow rate of portfolio recovery denies other
farmers the opportunity to follow the equivalent development path. 
Duringthe next year INOCIA plans refinements in program operations hich add to
credit officiencY without deterring borrower progress whilecoverage, expanding program 
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DEFLATED 
PESOS '(1) 

36000 

34000 

32000 

CHART 1 - PROJECTION OF BORROWER PROGRESS THROUGH SUCCESSIVE PLANS 
(Data from Tables 6, 6(a), and 6(b) in Annex) 

FARM AND FAMILY RES0,Q:CES GENERATED 
(Gross Product Sold i-Off Farm Ineome+50% of Farm Prc uci Consumed on Farm) 
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3000 

28000 

Cash Spent For Family Living + 
f) Farm Product Consumed on Farm 

50% of 

26000 

24000 
Ekpenditures For Hired Labor':. 

22000/ 

20000 

18000 

16- - Expenditures For inputs Purcha.F 

14000 
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10000 -
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2000 
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0 
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Farm And Family Cash Resido: 

: ,ed Pesos Convert-To-Lollars At A Rate<.roximately O ,s os = 1.0G U.S. Dollar. 
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CHART 2 

Schematic representation of relationships between 
annual doans, cash available for repayments O 

-
11

during the year, cash available at the end of 0/"
the year, accumulated portfolio (debt of the ,.!c
borrowers) and gross value of product ., O)" 
sold. All amounts are shown as current 
pesos. All trends beyond the 1968-9 0'". 
period are projections. Data . -I[
Annex Tables 7, 7a show credit, debt and 01
cash, gross value of product sold is from -

/ 

Table 3 converted to current pesos. -
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40, / / 
Accumulated Portfolio 

orrower Debt 

Cash Available 

End of Year 

I00as / .. . ilalle for 
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Sample Data and Analytic Procedures 

1. Sample of Borrowers 

In 1967 INCORA and IBRD drew a ratiom sample of borrowers 
(1, 300) froon 26 projects who had farm plans in effect at the time of 
sampling. Lists of selected borrowers were sent to INCORA project 
directors requesting information on the farmerts situation in the year 
prior to entry into the program and his situation as a result of credit as 
of the end of his last completed farm plan. INCORA retained the data 
provided, and IBRD in :eporf. No. TO-611, dated October 1967. p.. 33, 
cited the following comparison made from a portion of the data: 

"Quite remarkable were the results which the program achieved 
in raising gross output and net income of participating farms. A random 
sample of 20 percent of the farms participating in foinir projects which 
have been in operation for more than two years shoved the following results: 

Credit G r,i- Nc' 
Received Income Income 

------ peos -per farm-------

Before entering program 3, 600 9,400 1, 500 

After 1 year participation 13, 5i, 18, .10 4, 110 

After 2 years participation 9,320 22,180 6,210 

"These figures show that with intensive credit assistance, gross incotne 
of farms almost doubled in the first year and net income (after debt service) 
nearly tripled. In the following year credit assistance could be reduced 
while gross and net income conti; ,v grow. This indicates that the program 
is serving its intended purpose., , hat a further extension of the program is 
justified". 

Those are tb.e only known analyses of the data as of 1967. 
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In 1969 INCORA and USAID reviewed the sample group data and sent a 
field team -,f8 projects to fill in all data gaps in the historical sequences of 
farm plans of the selected borrowers. The projeu' ._s{oyaca and Cundina­
marca; Caqueta and Meta; Tolima and Valle; and Cordoba and Santander) 
are generally representative of borrower,' in the Andean region, the 
colonizing Llanos, the inland river valleys and the Northern region. Table 
1 shows the sample characteristics: 

TABLE 1 

SAMPLE 	CHARACTERISTICS 

I - Total original sample (1967) 26 projects 1300 

II - Total historical sample (1969) 8 projects 659 

III - Total historical sample data used 542 (82%) 

Borrowers with 2, 3, 4 or 5 plans completed 

(i) Borrowers with 5 plans 31 

(ii) Borrowers with 4 plans 93 

(iii) Borrowers with 3 plans 185 

(iv) Borrowers with 2 plans 233 

Discrimination 	of Borrowers Eliminated from 
analysis 117 (18%); 

% of Total 

(a) Deficiency of data 36 	 6% 
(b) Retired voluntarily 40 	 6% 
(c) Borrower default 39 	 6% 
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Sample data were tabulated from borrowers records in the field offices: 
and copiedon individual sheets, which w.ere 'retred to-ogota.
A total of 117 were screened out because they,;a a n1,,n initiated o 
cornpleted farm 'plan(32), (b) had voluntaily rti ' d fromhe.rgav 
pior to 1969~(40)', (c) had abandonied thefa'rm or~r deiqun in loan 

W repayments (39) and (d) had died or divide d original'property among' 
heirs (6)(these were included in the deficient data catego~ry of Table1) 

2. Definitions of Concepts for Evaluating 

a.~ The farm plan consists of 5 parts; a. request for credit, a 
determination of the appropriate amount and uses of the credit, a 
schedule of disbursement of credit, a schedule of r epaymentis and a formal 
accounting of the results of credit use "realizations" 'done at the 
completion of the plan. Usually "completion of the plan" is the date at 
which the next plan is requested or, in the absence Iof a request, within 2-3 
months after final disbursement of plan credit. Plan terms vary *from a 
minimum of 6 months to up to 2 years, but average about 1. 3 years in 
duration. In some instances a farmer may have 2 plans in effect at a givoi 
date, in other instances consecutive plans may be 6-8 months apart. 
Realizations of the plan are jointly determined by the farmer and the credit i 
supervisor and are considered to be reasonably accurate data. Only very 
sketchy data are available for describing the farmers situation prior to 
entry in the program. In the evaluation, progress resulting from credit 
is measured from an estimate of the farmer situation in the perod prior 
to his entry in the program and also from the actual results achieved 
during his first plan as compared to subsequent plans. 

variable terms of the farm plans and of the fact that farmplanslare 
inii aedand completed throughout thle year., There are -several: indices 
preare byGOC agencies which were consideiredfor use in deflating 

data into constant pesos, Nonewere considered a g 

',istmaesforthe inflation whihis,about, 81 ­thath raerteofoperational-perio prior tofarmer entryr in teprogram .­

196-64 108o.Those deflators wereused throughte'nlls except 

UNCLASSIFIED: '44 
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~in Tables 7h&d7a where credit relative to repayments were comnpared. In
 
tha coprs credit data and-eamn data 'are shown'in current peso~s.
 

c. The historical data used and not used, 'Chart 3, a, b,,c,~gwye a
 
fair approximation of the quantity and categories of data available 'from the
 
ir ecords of th 542 borrowers. It was decided at an earl
 

alisof a limited scope wouldproceed and eteelectron
 
data processing (EDP) analysis would be 2necessa ohh mssooryf 

data-~and to develop a comprehensive evaluation., To date~noEDP results
 
are available.
 

The manual analyses have produced some relevant 
conclusions with respect to the following: (a) measuring average rates
 

'of borrower progress by time in~pxrogram and as extrapolated from tiie
 
sample to the borrower universe, (b) estimates of the macro, effects&
 
of credit on all program borrowers upon employment generation, income 
distribution and inflation, (c) estimate of credit costs relative to 
production effects and repayment capabilities and, (d) some insights
 
regarding behavior of small farmer borrowers as he progresses as a
 
consequence of the credit program.
 

The data used by plan period for the manual analyses include
 
accounts sho'ing the value of farm produce sold (minus) s of hir d
 
(minus) the cost of inputs purchased (plus) income not'apart of farming
operations (minus) :cash cost of family, living, leaving a resiaual of' sh 

.­ available from farm and family operations. One account, farm prdc
 
consIumed on farm, is tabulated separately but is considereda's 501. 

counted in gross value of product sold and 56as n-cashincrement to 

..
 

cash costs, of family living. ,Two other accounts,, net~worth an fr unit 
 A 

size,;,are'accounted separately. 

S Data available in the sample but not included i the manual 
analyses are size of farm family, asset and liability accounts,- vaitie, of:A' 

A:family farm labor, all'credit data (4out ue, tems repaymen s , A:2 

~etc. cropping patterns,orlvsokv.co n6,rpisea.I h e d
 
thevltinfrom sample data is na,striI igf r
 

e SIc
plfed as possible. 2Credit data as relevant aerages, heii used, were_
 
derived from central'office-files
 

http:patterns,orlvsokv.co
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3. The Evaluation Process 

Stage 1 Classification and Preliminary Aggregation. 

Field data -,-"rivlng from trcict areas was first screened 
to remo. eliminated borruwers. The useabic rarnple was sorted by number

of complet-d plans of the borrower;, 
 Each different strata of co-npleted
plans was tabulated in the sequence uescribed for data used. For example
Tolima #3 ha4 5 '-orrowers with 5 plans, 9 borrowers with 4 plans, 13

borrowers with 3 plans and 17 borrowers with 2 plans. 
 Each account
(e. g. gross valur- product sold) was summed separately by strat, :,,d each
 
sum then deflated by thc- percentage appropriate for each plan ti ! 
 '.
each strata the accounting elements were then divided through o,' 

For 
Lhe number


of borrowers in each strata to provide per farm averages. The field data,
individual project data sumrin-aries and e&-.,uation done to this point are on
file in the Mission and INCORA and are not ihcluded in this annex. 

Stage 2 - Aggregation of Sample Accounts. 

This stage aggregated each ac, wunt total from all 8 proje its

by plans conp.eted strata as shown in Table ?.
 

,tage 3 - Projection of Sample Aggregates to Borrower 
Universe. 

Since the !jample aggregates a--e representative of the

borrower (c,-,.diL progran) 
 universe, this third stage of aggregation expands

the sample aggregates 
 to the universe aggregates with stratification
maintained. Th,, results are shown in Table 3. An expansion factor was
determined for each ,itr;a.ta by dividing the nm-nber of borrowers in thesample by the number of borrowv,-,i in the program (the number of borrowers
in the prograni for eacb, i.n'me period is a close approximation ofthe rate of expawsion of tht- cr. ograni coverage. ) Thus for the 5 plans,
strata 31 sample items are K. .fthe 4200 borrowers coming into the 
program during 1964 .nd of 19t, 5.pa t', 

UNCLASSIFIED 
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Stage 4 Bases from which. Progress Can be 
Measured. 

- -Establishing 

One obvious base against which progress could be 
measured would use plan A (i. e. first zompleted plan) results as the basBe. 
Its advantage is that it is determined directly from sample data." It has 
two distinct disadvantages. First, the sample has data from 1548 jlans 
of which 1, 006 are not plan A' s. In other words, the credit effects of 
about one-third of the. plans would be built into the base against which 

progress of two thirds of the plans would be measured. Seconid, between 
one-third and one-half of borrowers coming into the program had beeni 
farm workers or colonos totally without farm operations accounts. In 
addition, as cited earlier in this annex, the IBRD reported ai doubling of 
gross income in the first year of credit, i. e. , precredit performance 5OV 
of Plan A. Moreover, all plans subsequent to Plan A show positive progress 
so it could hardly be assumed thht Plan A results were negative. Thus some 
base lower than Plan A results is more realistic so as not to understate the 

rate of progress from subsequent plans by having an unduly augmented base' 

level. 

In view of the foregoing a base of Plia A-1l was estimated 
as 621o of Plan A accounts deflated (multiplied by) 10814 or 67% of the 
Plan A level. It is recognized that this is somewhat arbitrary as to the.. 

~j. amount and also as applied to the different account components. In the 
absence of better or more complete data,, this base A-1 is considered 
as the best approiximation of the pre-credit situation. Table 4 shows 
the comparison of compound rates of change in accounts by strata and 
in total for the program universe.- .''~ 

Stage 5 of Zrmployment.Gerieration­"4$- -Coefficients 

Table 5 follows through the, estirnation of Increment toI All.~i., 

accounts relative'to. the base Plan A.1 level and in linesu 17. and 1.8 s~hows the '."' 

aggregate increment per plan by~account and the emlomt~ genraio, 
~'"~generated by account per plan.''4 

Stag 6 Masureofj-Boroe ProresPez- ""'' 
~Sta th64 sa. the d. ia'frpWan 14 on: 

~~ ~ M 
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successive plans are rearranged to illustrate progress per plan. That 
rearrangement is shown in Table 6, summarized as Table 6a, and further 
consolidated in Table 61s. Those rearrangements, sumnmarization and 
consolidation are the basis for Chart 1 in the Summary statement of this 
Annex. 

Stage 7 - Tables 7, 7a, and 7b, show respectively, the 
adjustments of calendar years with pl -n terms and relates central office 
credit and number of families data as adjusted to plan terms. Table 
7a is a schematic approxination of lending, repayments, portfolio change 
and borrower cxAh availability as applicable to the study data and 
projected. Table 7b is ., conversion of the loan value, repayment 
portfolio and available cash into constant pesos. 

UNCLASSIFIED
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INCORA ECONOMIC STATUS OF BORtROWERS IN SUPERVISED CREDIT PROGRAM SAMPLE 

Division of Credits 

Date Project Codi' ,. Code 

Borrower Name: Code
 

Farm Principal 

Cropping Secondary 

ar r0 ...... EI 

C O N C E P T S to en. _ _ c D r F 

Number 

Active Over 16 Years 

Under 16 Yrs. f 
of 

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

Persom In- Over 16 Years . 

active Under 16 Yrs. I 

2) Labor Without food ____....... . .. ....... ...... 

With food 

3) 

Farm 
S i z e 
and 

'Ten-
nancy 

a) Owned 

b) Rented 

ac) Parce lizat ion 

) Cplonizatlon 

TOTAL 

. .......... 

... ... . ... ......... . .. 
. ................. ....- _ _ -

............ 
_ 

_.... 
__...... 

__ 

e) In pasture 

Economically 

f) Exploited 

g ) Non 

Cultivat 'ble 

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

. 

._.... 

-

4) 

a) Real Estate 

b) Animals -

Assets 
o) Maohinery 

d) Crop aravested b. 

z 

iiot soldI 

Sharean In_f) cooperatives ... .... 

9) Other Assets 

h) Number of cattle - -­

io . . 

UI;C.A)SSIFIED 
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CHAR'I 3 b 

CONCEPTS 

a) Mortgage Debt 

5) b)Collateral Loans 

Li.abi- c) Taxes 
lities . ... 

d) Other Debt 

Fear Prior 
o__ enryA_ 

j 

- . 

FARM PLANS 
C 

.. 

D_____ E.I 

_ 

__" 

e) Family D!btf 

6 a) Begin.of Year 
Total 
Assets b) End of Year 

7) a) Begin. of YearTotal 0 

L _abi-_ ___1 b) End of Year 

. -

4 
{ 

_ -_ 
I 

T 

_ __ 

8) Net a) Begin. of Yeir I 

Worth b) End of Year 

a) Total value of 
) ProductionPy acl ue o U t . 

b) Consumed Proauct.tion ' -

C)Value of Prod.Sold 

_ _ 

V 
. ..... __ 

-

10) 
Costs 
of 
Opera-

tions 

a) Labor i 

Family 
b) Inputs in other 

costs 

c) Interests 

TOTAL 

-

. ._ 

UNCL 3:LFIED 
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CH rT 3 a 

CONCEPTS 

1i) Borrowing for Opera-­
tioas Costs 

12 Cash COSt Of Faml 

14) OthevInoePo 

Investment Total 
in Real 

13)property or, b) .orrow 

Durables 

10)Resources 
14) OthefIncome From 

Year Prior 
to entry 

_y_ 

A 

. . .. 

-

.. 

iC.D 

.. 

B 

.. 

... 

FARM PLANS__--C D 

...... .... 

i.... 

ii 

. 

!' 

t 

Ei 

15) Other Income Off Farm '__ _ 

16) Cash of-i­ _eginning 

17) TOTAL BORROWINGS , 

18) Debt a) Total _ _ _ 

Repayments b) Capital , 

c) Interes == 

19) 
lInte-
rests 

a)Operating Costs 
b)Int, ns for Real 

Property & Durable, 
-

OBSERVATIONS 

Signed
 

UNCTP' SIFILD 
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TABLE 2 UNCLASSIFIED 
ANNEX I 

AGGREGATES OF SAMPLE DATA STRATIFIED BY PLAN YEARS EXHIBIT 16 pagel5 of 23 
OF BORROWERS IN PROGRAM ALL MONETARY DATA DEFLATED 

(000 PESOS) 
.-------------------------------------------------------------------------------

SAMPLE ACCOUNT DAA PER PLAN TERM Accumulated Data 
S------------------------------------------------

Year Number of Completed Gross Labor Inputs Off-Farm Family Cash Farm Net Hectares 
Borrowers Plan Product Hired Purchased Income Living Residual Produce Worth Farmed 

Sold Costs Consumed 

1964-5 31 A 591 121 247 23 157 89 60 1246 774 
1965-6 31 B 679 122 297 17 165 112 74 (130) (21) 
1966-7 
1967-8 

31 
31 

C 
D 

759 
881 

1b7 
199 

281 
328 

39 
35 

169 
198 

161 
191 

73 
85 

(114) 
(267) 

(60) 
(-39) 

1068-9 
TOTAL 

31 E 
5 plans 

905 
3815 

199 
828 

414 
1567 

42 
156 

208 
897 

126 
679 

67 
359 

(-158) 
1599 

(130) 
946 

1965-6 93 A 1555 293 695 36 502 101 162 3542 2062 
1966-7 93 B 1929 328 764 69 559 347 179 (303) (36) 
1967-8 93 C 2128 378 909 106 573 374 194 ( 94) (13) 
1968-9 93 D 2239 371 894 71 531 514 207 (174) (171) 
TOTAL 4 plans 7851 1370 3262 282 2165 1336 742 4112 2282 

1966-7 185 A 2575 484 959 132 771 493 396 6153 6628 
1967-8 185 B 2826 547 961 176 78i 713 428 (431) (176) 
1L968-9 185 C 3173 568 918 172 820 3039 413 (1407) (1L) 
TOTAL 3 plans 8574 1599 2838 480 2372 2245 1237 7091 69 5 
1967-8 233 A 3131 632 906 283 1253 623 464 8490 9801 
1968-9 23T B 
T_QTAI. __...........2_p ns 

3648 
6779 

870 
1502 

957 
1863 

256 
539 

1216 
2469 

861 
1484 

534 
1098 

(1090) 
9580 

(447) 
10248 

iJ NOTE: For each strata Plan A sqhows endo f pl: !,t ':").th Ltnd hectares farmed, for subsequent plans numbers in 
parentheses shown increase or decrvas,: .ti' to Plan A. Base. Line Heading: TOTAL shows end of last 
plan total. 

UTICIIS STFIED 
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TABLE 3 

SAMPLE DATE FROM TABLE 2 PRQJECTED TO BORROWER UNIVERSE 

ALL MONETARY DATA DEFLATED (000,000 PESOS) 

ACCOUNT DATA PER PLAA N TERM 

1964-5 
1965-6 
1966-7 
1967-8 
1968-9 
TOTAL 
1965-6 

Completed 
-lan 

A 
3 
C 
D 
E 
5 
A 

Sample 
Number 
of 
Borrowers 

31 

93 

Universe 
of 
Borrowers 

4,500 

, 2c3 

Factor 

.00730 

.OX? 

Gross 
Product 
Sold 

80.1 
92.0 
102.8 
119.4 

. 
51t.9 

90.3 

Labor 
Hired 

16.4 
16.5 
25.5 
-9.0 

1 
17.0 

Inputs 
Purchased 

33.5 
40.2 
38.1 
44.4 
56.1 

212.5 
LO.4 

Off Farm 
Income 

3.1 
2.3 
5.3 
4.7 
5.7 

21.1 
2.1 

Family 
Living 
Costs 
21.3 
22.4 
22.9 
26.8 
28.2 

121.6 
29.2 

Cash 
Residual 

12.0 
15.2 
21.8 
25.9 
17.0 
91.9 

5.8 

Farm 
produce 
Consumed 

8.1 
10.0 
9.9 
11.5 
9.1 

48.6 
9.4 

ACCUMULATED DATA 
Net Hectares 
Worth Farmed 

168.8 104,900 
(17.6) (2,800) 
(15.4) (8,100) 
(36.2) (-5,300) 

(-21.4) (17,600) 
216.6 125,100 
205.7 119,700 

1966-7 
1967-8 
1968-9 
TOTAL 

B 
C 
D 

112.0 
123.6 
130.0 
0455.9 

lr .0 
2--.0 
21.5 
795 

44. 4 
52.8 
51.9 

149.5 

;.u 
6.2 
4.1 

16.4 

32.5 
53.5 
30.8 
125.8 

20.1 
21.7 
29.9 
77.5 

lo.4 
11.3 
12.0 
43.1 

(17.6) 
(5.5) 

(10.1) 
258.9 

(2,100) 
(800) 

(9,900) 
132,500 

1966-7 
1967-8 
1968-9 
TOTAL 
1967-0 
1966-9 
TOTAL 

A 
B 
C 
3 
A 
B 
2 

165 

235 

6,500 

7,20C 

.c.&6 

.05236 

90.5 
99.3 
111.5 
301.5 
96.t 
112.7 
209.5 

17.C 
1a.2 
20.0 
56.2 
19.5 
26.9 
46.1 

53.7 
35.8 
52.5 
99.b 
20.0 
29.6 
57.b 

,.6 
6.2 
6.o 
16.0 
b.7 
7.9 

16.6 

27.1 
27.4 
28.8 
83.5 
38.7 
37.6 
76.3 

17.3 
25.1 
36.4 
78.8 
19.5 
26.5 
45.8 

13-9 
15.0 
14.5 
4 .4 
14.3 
16.5 
30.8 

216.2 
(15.0) 
(4). 4 ) 
280.7 
262.4 
(33.7) 
296.1 

232,900 
(6,200) 
(6,00) 

245,500 
302,900 
(13,800) 
316,700 

TOTAL ALL ?LAIS i,4;3.6 290.5 559.2 70.9 4O7.O 294.o 165.9 1,032.3 822,800 

o---- .---- I-F-ED 



TABLE 4 .UNCLASSIFIED 

ANNEX ICOMPOUND RATES OF CHANGE BY TIME IN PROGRAM STRATA EXflBIT1 ag. To2AND AS AGGREGATED FROM BORROWER UNIVERSE ALL MONETARY AMOUNTS DEFLATED,-.. 
(000. 000 PESOS) 

ACCOUNT DATA PER PLAN TERM 

L B Cash ACC0WJLAT D UMfA.I A Gross 
 FaD.ly Fiimsr.N S Product - Labor - Inputs + Off -Farm... vniig = CASH' fod. NR. • APqSE E Sold Hired Purchased Income -Costs R9i0( consure iW.th ,.M 
1. Borrowers Et. Base B 53.4 10.9 22.3 2.1 1A.'2 '5.4 112.1 -,9002. Borrowers PlanA -BaseA 80.1 16.4 33.5 3.1 . iWp " 8.1 -168W 104 S3. Final Plan 122.8 27.0 6.1 5.7 " . 8. I- 0 .- S. .218.6 "It m4. Rate Line tbLine 3 B 18.1% 19.9% 20.2% 22.3%5. Rate Line 2to Line 3 ". e4l. 11.0% 14,00%A 11.3% 13.3% 13.8% 16.4% ." . 3.0% 8.4% : 5 

4 Plan
6. Borrowers Est. Base B 60.2 "11.3 26.9 1.4 .6,5.8 1377. Borrowers PlanA - Base A 90.3 17.0 40.4 B:aaoo

2.1 . 2 ' 5.8 9.4 265 7B. Final Plan 130.0 21.5 51.9 4.1 a ' 12. 0 236.9 lS009. Line 6 to Line 8 B 21.2% 17.5% 17.8% 30.8% t2.1% .5O% 17 5% 14.9% i 5%10. Rate Line7tbiLi 8 A 12.9% 8.1% 8.8% 25.0%' 1.8% •).0%-. 8.5%, 5.1% 1.4% 

11. Borrowers Est. Base B 60.3 11.3 1.'' 22.5 3. " 18.1: .5 . 9.3 .144.1- i5,30012. Borrowers Plan A -Base A 90.5 17.0 33.7 4.8 27.1 i'17. . 13.9 218.2 82, 0013. Final Plan 111.5 20.0 32.3 6.0 28.8 '*06.4" 14.5 . 280.7 245.50014. Rate Line 11 to Line 13 B 22.7% 20.9% 12.8% 24.6% 16.8% 46.8%,. 16.0% 24.9%. .16.-515. Rate Line 12 to Line 13 A 10.0% 8.4% Negative 14.2% 3.1 % 45.1% 2.1%f. 13.9%., 2.71 
2 Plan

16. Borrowers Est. Base B 64.5 13.0 18.6 5.8 25.8 12.9 9.5 174.9 201,90017. Borrowers Plan A = Base A 96.8 19.5 28.0 8.7 38.7 19.3 1 14.3 262.4 302,90018. Final Plan 112.7 26.9 29.6 7.9 37.6 26.5 16.5 296.1 316,70019. Rate Line 16 to Line 18 B 32.2% 43.8% 26.1% 16.7% 20.8% 43.3% 31.9% 30.1% 25.2%20. Rate Line 17 to Line 18. A 16.4% 37.6% 5.7% Negative Negative 37.3% 15.3% 12.8% 4.2% 

V':,X I,'.
1 I m'
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TABLE 4 (Continued) ANNEX I 
EMIBIT16 Pagel8 of 23 

21. 
22. 
23. 
24. 

Borrowers Et. Base 
Borrowers PlanA = Base 
Final Plans 
Rate Line 21 to Line 23 

B 
A 

B 

238.4 45.5 
357.7 69.9 
476.8 ,;.4 
23.9% 46.1% 

90.3 
135.6 
169.9 
21.601 

12.4 
18.5 
23.7 
22.1% 

77.5 
116.3 
125.4 
16.0% 

36.5 
54.4 

109.8 
40.7% 

30.5 568.5 
45.7 853.1 
52.1 1,032.3 
18.4% 20.2% 

506,900 
760,400 
822,800. 

16.1% 
25. Rate Line 22 to Line 23 A 13.8% 15.0% 10.7% 11.850 3.5% 37.4% 6.1% 9.0% S.6% 

I--.I rS - F +­



TABLE 5, 
UNCLASSIFIEDDETAIL ON COMPUTATION OF BASE B WITH ESTIMATE OF FARMERSITUTATION EXHIBIT 16 Page i9PRIOR TO ENTRY IN PROGRAM-EQUAL of 23 

L 
TO 67% OF PLAN A RESULTS
 

I (000, 000 PESOS)

Gross Labor Inputs Off Farm Family Cash Farm NetN Product - Hired- Purchased + IncomeSold - Living * Residual Produce WorthyExpend. Consumed

I.5 Plan Borrowers Base B 53.4 10.9 22.32First Yr. 2.1 14.2 8.1
4 in Pro. 80 t 16.4 33,5 

5.4 112.53. Plan Borrowers Base B 31 2 . 3 12.0 8.160.2 11.3 26.9 216 64. 1.4 19.5FirstYr iPro, 3.9 6.390, 3 137.117 05. 3 Plan Borrowers Base B 40,4 2.1 29 2 5 850.3 11.3 22.5 9 4 238 96. 3.1First Yr inProg 9b. 11.5 144.117.0 337. 2 Plan Borrowers 7 4 6 7173 13 964.. 280.713.08First 18.6 5.8Yr. in Pr 96.8 19.5 15 9.5.8 174.928.0 8,7 38.7 19.3 14.3 262.4ESTIMATE 

9. I 
OFBASE B TOTALS ALL BORROWERS10. LineLine 3 xx 45 (Plans)(Plans) 267.0 54.5240.8 45.2 111.5 10.5
107.6 71.0 40.5
11. Line 5 x 5.6 27.03 (Plans) 78.0 15.6 25.2 N.A.180.9 N.A.12, Line 7 33.9 67.5 9.3x 2 (Plans) 54.3 34.5129.0 26.0 37.2 27.9 N.A.

13. TOTAL 11.6 51.6RASE B 25.8 19.0812.7 159.6 N.A.323.8 
 37.0 
 254.9 
 116.4 
 99.1 
DERIVATION Oi NCREMENT, TOTAL ALL BORROWERS MINUS BASE B14. Total All Borrowers All Plans 1,483.6 294.315. Minus Total Base B 559.2 70.9 407.0 294.0Line 13 above 817,7 165.9 1.032.3159.6 323.8§JjIncrement 37 0 254,g 116.4 99.1665.9 134.7 568.6235.4 
 33.9 
 152.1 
 177.6
DERIVATION 463.717, Increment OF INCREMENTAL 

66.8 
per plan (76. 500 plans) EMPLOYMEINT GENERATED

18. Employment per plan man/years 
8 700 1.800 3 100 400 

PER PLAN(PESOS) 
.242L/' .200. 052 

2 000 2.200r 900 6.100.o400 *0 22 V J0 3 3 .116/.665m/y
NOTES: j/ Lines 2, 4, 6 and 8 are net worth last year in program.2J 36, 000 Ps. of product sold at farm price = I m/y off farm employment3 9, 000 Ps. of labor hired - 1 m/y on farm employm nt4J/ 60, 000 Ps. spent for retail purchases = I m/y off-farm employmentV 18, 000 Ps. received as off farm income = 60, 000 Ps. 

1 m/y off farm employmentspent for capital improvement =.5 m/y off farm and .5 m/y on farm employment 

U';'A;s IFFD 
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TABLE 6 ANNEX I 

EXHIBIT16 Page 20 6f 23COMPOSITE ACCOUNTS BY STRATA AGGREGATES AND PER PLAN 
TABLES 6a SUMMARIZES AND 6b CONSOLIDATES DATA 

(000. 000 PESOS) 
Number 	of Plans 23,300 23,300 23,300 16,100 9,600 4,200

PLAN A - 1 A B C D E 

GROSS PRODUCT SOLD 
5 Plan Borrowers 53.4 80.1 	 1 / 92.0 102.8 119.4 1 3 7 .54 60.2 90.3 112.0 123.6 130.0 -3 60.3 90.5 99.3 111.5 - .
2 64.5 96.8 112.7 - ­ -

TOTAL 	 238.4 357.0 416.0 337.0 249.0 137.5
Per Plan Per Farm (Pesos) 10.232 15.323 17.854 20.988 25.980 32.738 

LABOR HIRED 
5 10.9 16.4 16.5 25.3 27.0 27.0 
4 11.3 17.0 19.0 22.0 .21.5 ­3 11.3 17.0 19.2 20.0 ­ -
2 13.0 19.5 26.9 - - -

TOTAL 46.5 69.9 81.6 67.3 48.5 27.0
Per Plan Per Farm (Pesos) 1.996 3.000 3.502 4.801 5.052 6.428 

INPUTS 	PURCHASED 
5 22.3 33.5 40.2 38.1 44.4 56.1 
4 	 26.9 40.4 44.4 52.8 51.9 ­3 22.5 33.7 33.8 32.3 
2 18.6 28.0 29.6 ­ - -

TOTAL 90.3 135.6 148.0 123.2 96.3 56.1
Per Plan Per Farm (Pesos) 3.876 5.819 6.352 7.652 10.031 13.357 

OFF FARM INCOME 
5 2.1 3.1 2.3 5.3 4.7 5.7
4 1.4 2.1 4.0 6.2 4.1 ­
3 3.1 4.6 6.2 6.0 ­ -
2 5.8 8.7 7.9 ­ - -

TOTAL 	 12.4 18.5 20.4 17.5 8.8 5.7Per Plan Per Farm (Pesos) 532 794 876 1.087 917 1.357 
Ij Gross product sold plan Eis adjusted upward by 120 because 5 of the 5 plan borrowers (16% of the 31 in the sample)

had 	severecrop loss. For the 5 borrowers Plan D results in the terms of gross product sold was carried forwardto Plan E. t%;C:ASelFrI D 
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Number of Plans 23,300 23,300 23,300 16,100 9.600 4.200 
Plans A - 1 A B C D
 

FAMILY LIVING COSTS

5 Plan 14.2 21.3 22.44 Plan 22.9 26.8 28.219.5 29.2 32.5 33.3 30.8 ­3 Plan 18.1 27.1 27.4 28.82 Plan - ,25.8 38.7 37.6 -TOTAL ­

77.6 116.3 119.9 85.0 
­

57.6 28.2Per Plan Per Farm 3.330 4.991 5.145 5.280 6.000 6.714FARM PRODUCE CONSUMED
5 Plan 5.4 8.1 10.0 9.94 Plan 11.5 9.16.3 9.4 10.4 11.3 12.0 -3 Plan 9.3 13.9 15.02 Plan 14.5 - ­9.5 14.3 16.5 -Per Plan Per Farm 1.309 1961 

- . 
2.227 2.217 2.447 2.16750% to Family Living 
 654 980 1.113 1.108 1.223
50% Counted in 1.083Gross Prod. Sol- 655 981 1.114 1.109 1.224 1.084 

TABLE 6a 
SUMMARIZATION

GROSS PRODUCT SOLD BY PLAN ACCOUNT AVERAGES (PESOS)10. 232 15. 323 17.854 20. 988MK§ LABOR HIRED 25. 980 32. 7381.996 3.000 3.502 4.801 5.052 6.428,NJINPUTS PURCHASED 3.876 5.819 6.352 7.652 .10. 031 13.'357PLUI OFF FARM INCOME 532 794 876 1.087 917 1.357MUS CASH COST FAMILY LIVING 3.330 4.991 5.145EQUAb§ FARM AND FAMILY CASH 1.562 
5.280 6.000 6.7142.307 3.731 4.342 5.814 7.596

RESIDUAL 

U.ICL 31 F D 
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CONSOLIDATION OF ACCOUNT DATA (PESOS) 

Number of Plans 23,300 23,300 23,300 16,100 9,600 4,200 
Plans A - I A B C D E 

GROSS PRODUCT SOLD 10. 232 15. 323 17.854 20. 988 25. 980 32.738 
PLUS: OFF FARMI INCOME 532 794 876 1.087 917 1.357 
PLUS: 50% OF FARM PRODLCED FOOD 654 980 1.113 1.108 1,223 1,083 
A. EQUALS: Farm and Family Resources_1L.4l8 }7 09- 1----3 _383 282_37.10 

CASH FOR FAMILY LIVING 3.330 4.990 5.145 5.280 6.000 6.714 
PLUS: 50% Farm Produced Food 654 980 1.113 1.108 1.223 1.08 
B. EQUALS: Family Level af Living 3. 984 5.971 6.258 6.388 7.223 7.797 

C. LINEA - Linta B Residual to Operations 7.434 11.126 13.585 16.795 20.897 27.381 

D. LABOR HIRED 1.996 3.000 3.502 4.801 5.052 6.428 

E. LINE C MINUS LINE D 5.438 8.126 10.083 11.994 15. 845 20. 953
 

F. INFjS-17 PURCHASED 3.876 5.819 6.352 7.652 10.031 13.357 
G. FARM. AND FAMILY CASH RESIDUAL 1.562 2.307 3.731 4.342 5.814 7.596 

.. .
 =====-== === . .. . .. . .. = =_= :z= = == = == =-_ =w-= €= =
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UNCLASSIFIEDTABLE 7 CURRENT PESOS EXCEPT AS NOTED ANNEX IRELATIONSHIPS BETWEEN CREDIT, DEBT, REPAYMENT CAPACITY EXHIBIT 16 Page 23 of 23AND FARMER CASH POSITION. BORROWER DATA STRATIFIED 

CALNDAR YEARS: 	 APPLICABLE TO STUDY DATA1964 1965 1966 1967 1968 
STUDY DATA PROJECTED PRQTECTFM"
1969 1970 1971 TOTALS
 

Actual Families Benefitted 
 2500 7600 
 11600 17800 
 26400 34900
Annual Increase of Families 	 45000 ­2500 5100 
 400 6200 8600 7500
Annual Loans Made (000,000 Ps.) 	 10000 ­27.5 82.7 
 146.0 247.2 
 279.1 345.6 318.5
 
As Adjusted to Conforzi 
to Farm Plans 
 1964-5 1965-6 
 1966-7 1967-a
Number of Families Entering 	 1968-9 1969-70 1970-1 1971-2
4200 5400 
 6500 7200
Value of Loans Made (000,000 Ps.) 	 Total : 23000 In Study Universe
55 114 197 263 
 147 95 50 
 17 938
 

TABLE 7A 
SCHEMATIC APPROXIMATION OF LENDING. REPAYMENTs, PRTFOLIO CHANCE AND FARMER CASH (000, 000 Pesos)
(a) 4200 Borrowers at 
13,100 Initial Loan 
 55 37 30
Repa)ments 	 22
- Past Year Residual Cash 	 5 - - ­ 149
8 12 17 26
Portfolio Change 	 33 24 29 
 - 149+ 47 + 25 + 13
Cash Residual Current Year 	 - 4 - 28 - 24 -29 
 _
12 17 
 26 33
(b) 	 5400 Borrowers at 14,200 Ps. Initial Loan 24 39 45+10=55 55+53 108 108

Repayments - 77 67 55 20 10Past Year Residual Cash 	 - - 229
Portfolio Change 	 4 6 24 28 42 48 55 
 207
+ 73 + 61
Cash Residual Current Year 	 + 31 - 8 - 32 - 48 - 55 (22)

(c) 	 6500 Borrowers at 15,400 Ps. Initial Loan 
6 24 28 42 48 55 64 64
!00 65
Repayments 	 50 35- Past Year Residual Cash 	 10 - 26013 20
Portfolio Change 	 32 51 58 67 241
+87 +45Cash Residual Current Year 	 +18 - 16 -48 -67 (19)(d) 	 20 327200 Borrowers at 16,800 Ps. Initial Loan 	 51 58 67 78 78

Repayments -	 121 72 50 40Past Year Residual Cash 17 300 
Portfolio Change 15 25 37 42 49 168 
Cash Residual Current Year 	 +106 + 7 + 13 - 32 (132)

Annual Portfolio Change 	 250 3 42 4947 98
Cumulating Portfolio 	 161 178 29 

57 
- 59 -127 -154 307 
I47 145 306 484 513
CONSTANT PESOS 	 454 321 173 

Annual Value TABLE 7BCONVERSION TO CONSTANT 	
173 

of Loans 	 PESOS (000, 000 Pesos)55 105
Annual Value 	 167 205 106of Repayments 	 Sum b38 NJTE 1/ : 307,000,000 is8 15 31 66Cumulating Portfolio 	 85 Sum 205 Projected Farmer Cash47 137 273Cash Residual Available for Following Year 	
412 433 Sum 433 Available .......... 
 ..................... 
 Ill Sum I11
 

tWJZF
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NUMBER OF IMPROVED VARITIES DISTRIBUTED TO FARMERS AND THEIR
POTENTIAL YIELD LEVEL IN COMPARISON WITH NATIONAL AVERAGE YIELDS 

1969
 

CROP Number of Yield lev el ! 
varieties 
distributed 

National Av. 
all varities 

Improved 
varities / 

Percent Incre. 
Imprvd. Varta. 

Kgs. Kg8. 

Corn 
Wheat 
Potatoes 

42 
12 
9 

1,089 
1,293 

10,714 

4,500 
3,500 

30,000 

313 
171 
180 

Beans 
Rice (irrigated) 

9 
6 

606 
3,400 

2,000 
7,000 

230 
106 

Sugar Cane 
Cocoa 
Barley 
Soybeans 
Peas 
Sorghum 

6 
6 
3 
2 
2 
2 

69,470 
448 

1,561 
2,068 
460 

2,247 

250,000 
1,200 
3,200 
3,000 
1,800 
4,000 

260 
168 
l05 
45 

291 
78 

Cotton 2/ 1,512 3,000 98 
Sesame 2/ 697 1,000 44 

Source: Instituto Colombiano Agropecuario - ICA 

.1/ Commercial yieldi with high level technology
2/ No information given 
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ANNEX I 
EXHIBIT 18 , Page 1 of 1 

PRODUCTION OF IMPROVED SEEDS, 1966 - 1970 

CROP 1966 1967 1968 1969 1970 
---------- tons ---------

Cotton 5,655 5,42.- 7,725 8,248 8,900 
Rice 9,300 9,892 15,186 15,300 14,244 
Sesame ­ 70 63 25 400 
BMley 3,495 3,300 - - 9,189 
Beans 309 548 948 686 533 
Corn 2,164 2,062 3,851 4,124 5,391 
Peanuts - 29 28 2 27 
Potatoes ­ 317 540 1,410 1,536 
Sorghum 309 502 280 539 1,563 
Soybeans 3,290 3,131 2,588 4,908 5,512 
Wheat 3,114 3,Q45 4,940 4,057 5,403 
Cacao* 989 1,345 1,900 2,500 3,081 
* Data given in thousands of seeds. 



UNCLASSIFIED
 
ANNEX I
 
Exhibit 19, Page 1 of 1
 

PERCENTAGE OF IMPROVED SEEDS THAT WERE CERTIFIED 
1968 and 1969
 

1968 1969

CROP All Certified Seeds All 

Imprvd. Imprvd. Certified Seeds 
Seeds Amount. % Imprvd, Seeds Amount % Imprvd.
(Tons) (Tons) (Tons) (Tons)Wheat 4,940 4,940 100 4,057 4,057 100Soybeans 2,588 481 
 19 4,908 4,908 100
Beans 984 582 59 
 686 686 
 100Potatoes 
 540 540 100 
 1,410 900


Corn 3,851 3,365 
64
 

87 4,124 2,926 71

Rice 15,187 138 1 
 15,300 660 
 4
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MIBT 20 , page I of 

AVAIIABILITY OF IMPROVED SEEDS, PESTICIDES, AGRICUIMML TRACTORS AND FErILMW IN COLQ(BIA 

1966 - 1970 

1966 
 1968
Improved Seeds (m.t.)Y 
196T :1969 1970 

N.A. N.A. 341,292 35,061 45,236
Pasticidee a-ctive ingredient (m.t.)Y/ 
 N.A. 11,55 12,809 14,979 16,432
Imported Agriculu-tral Tractors (units)-/ N.A. 1,764 3,143 3,244 3,070 
Fertilizers: V 

Nitrogen: impor , (m.t.) 9,756 2,886 5,165 26,868 
locally ;,rod-,aed (m.t.) 34,189 43,039 43,426 45,554 49,205
 

P205 imported (mot.) 38,15T 39,485 43,36T 43,770 41,832locally produced (m.t.) 
 5,549 7,867 6,496 8,982 8,983
E20 imported (m.t.) X0,765 28,581 29,9!4 50,123 59,176 

SOURCE: 

Y ICA - Agricultural Inputs Control 

Y Ministry of Agriculture oPSA-
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LOAN AUTHORIZATION
 
(DRAFTr)
 

Provided from: Alliance for Progress Funds 
COLOMBIA: Agriculture Regional Sector Loan 

Pursuant to the authority vested in the Administrator, Agency for 

International Development ("A.I.D."), by the Foreign Assistance Act
 

of 1961, as amended, and the delegations of authority issued thereunder,
 

I hereby authorize the establishment of a loan ("Loan") pursuant to
 

Part I, Chapter 2, Title VI, Alliance for Progress of said Act, to
 

the Government of Colombia ("Borrower") of not to exceed twenty-eight
 

million United States dollars ($28,000,000) to assist in financing
 

the foreign exchange and local currency costs of goods and services
 

needed to support Borrower's program ("Program") directed toward
 

solving problems of the agriculture sector including, but not limited
 

to, helping maintain agricultural 
sector growth, increasing employment
 

in agriculture and agro-industry, 
 and increasing the productivity of
 

small farmers. More specific.lly, 
 and as further described in the
 

Loan Paper, 
 the Loan shall finance activities to be implemented by 

(a) the Colombian Agrarian Reform Institute ("INCORA") in the amount 

of approximately fifteen million United States dollars ($15,000,000); 

the Colombian Agricultural and Livestock Institute ("ICA") in the 

amount of approximately eight million United States dollars ($8,ooo,000); 

the Natural Resources Institute ("INDERENA") in the amount of approxi­

mately two million United States dollars ($2,000,000); and the Ministry
 

of Agriculture and other agencies in the amount of approximately three
 

million United States dollars ($3,000,000). The Loan shall be subjec 

to the following terms and conditions:
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1. Interest and Terms of Repayment: Borrower shall repay the 

Loan to A.I.D. in United States dollars within forty (40) years from
 

the first disbursement under the Loan, including a grace period of
 

not to exceed ten (1O) years. Borrower shall pay to A.I.D. in United 

States dollars, on the disbursed balance of the Loan, inter.-st at the
 

rate of two (2) percent per annum during the 
grace period, and three 

(3) percent thereafter. 

2. Other Terms and Conditions: 

(a) Except for marine insurance, goods and services financed 

under the Loan shall have their source and origin in Colombia or any 

countries included in Code 941 of the A.I.D. Geographic Code Book as
 

in effect at the time of placement. Marine insurance financed tuder 

the Loan shall be placed in Colombia or any country included in Code 941 

of the A.I.D. Geographic Code Book as in effect at the time of place­

ment; provided, that such insurance may be financed under the Loan
 

only if it is obtained on a conpetitive bas!; and any claims thereunder 

are payable in convertible currencies. 
Ocean shipping financed under
 

the Loan shall be procured in any country included in A.I.D. Geographic
 

Code 941l.
 

(b) United States dollars utilized under the Loan to finance
 

local currency costs shall be made available pursuant to procedures
 

satisfactory to A.I.D.
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(c) The Loan shall be subject to such other terms and con­

ditions as A.I.D. may deem advisable.
 

Administrator
 

Date 
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AGRICULTURAL SECTOR OVERVIEW - ANALYSIS TND STRATEGY 
I - STRUCTURE AND ROLE OF AGRICULTURE AND NATURAL RESOURCE 

A. The Role of Agriculture 

Agriculture plays a critical role in the Colombian economy, contribut­ing approximately 30% of the gross domestic product, employing more than halfof the country's labor force and providing about 85% of the value of exports,excluding petroleum. 
The sector is not, however, developing its full potential.
Despite an annual rate of growth of approximately 5.4 percent since 1968,agricultural production is barely keeping pace with domestic and exportdemands. 
It is crucial to Colombia's overall development goals that the agri­cultural sector continue to supply the output required to meet internal demandsinflated by the needs of a rapidly growing population and, at the same time,provide expanding quantities of exportable surpluses so that the sector cancontinue its role as a generator of foreign exchange. Colombia is in a unique
position to expand non-traditional exports. It is 
a member of LAFTA and the
Andean Group. Its climate and geographic location are extremely favorable
for producing and exporting agricultural and agro-industrial products of
interest to the U.S., Puerto Rico and Europe. 
 In addition, the sector must
increasingly provide certain primary materials for development if the country
is to avoid a repetition of the situation in the 1960's when the need to
impose import restrictions caused a decline in industrial development, most
of which depended heavily on imported raw materials or intermediate products.
 

The greatest problem facing the agricultural sector (and Colombia)
is the approximately 3.3% 
rate of growth of the popuntion and the resulting
increase iY the demand for food and fiber and for employment. Official
estimates / show that approximately 853,09Y additional males between 15
and 55 years of age are expected to 
be tdder to the laborforce between 1970and 1975. 
About half of this increase will originate in rural areas and
will be potential rural-to-urban migrants. 
 It is recognized, of course,
that under no circumstances can the agricultural sector be expected to meet
the co'nr'sincreasin demands over theLopr 
run unless demographic vrograms
now underway are successful in reducingterateof o-.
 

_/ Us1ng the median projection- low increase rate from Revieta de Planeaoi6ny Denarrollo Vol. 1, Dec. 1969 No. 4, Published by the National Planning
Department. 
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The high rate of population growth combined with myriad otherproblems has resulted in a situation where unemployment and underemployment,
inequitable land distribution and social inequity, e.g. access to education,
 
are causing growing unrest. Despite considerable progress in general agri­cultural development and substantial efforts at land distribution in recent
 
years, the pressure continues to mount. 
The GOC recognizes, as we do, that
land distribution and land reform alone cannot remove 
the causes of rural
 poverty nor meet the total needs of the increasing rural population. It
 can and must, however, contribute materially to immediat:ely reducing unemploy­ment pressures and to the eventual solution of the entire employment problem.
 

Inadequate land utilization at present leaves considerable room
for continued increases in production. 
A portion of the land presently being
used extensively (primarily for livestock) could be used for more intensive
 
purposes with little or no improvements. Most 
 of the land presently shown as being in intensive commercial cropq could yield relatively easy increases
in production through tl use of simple improved practices such as fertilizer,
better varieties, double cropping, better marketing practices, etc.
 

Price policies and the marketing system (exept for coffee) are geared
principally to domestic markets. 
While such policies yield fast short-run
 
returns, the need to enlarge and diversify the export bse dictates the need
for a world market outlook. 
Although there will be ijcontinuing need to

utilize as much labor as possible in both the production and marketing systems,

Colombia must be on guard against maintaining inefficient agricultural and
agro-industrial sectors concerned primarily with protctinp locl production

at relatively high prices for the domestic market. 
 EW'r'oency for those

commodities that offer export potential must be incrsa!,d sufficiently to
 
compete in world markets.
 

The government has demonstrated its interest in agriculture

increasing each year over the last five years,in real terms, the total 

by
cash
investment budget allocated to the 
sector. 
 Also the total 0C investment
budget allocated to agriculture has risen In real terms each year from


1967 to 1971. (See Annex I, Exhibit I), Although agricultural credit avail­ability dropped in real terms from 1965 to 1966 increas!ng mounts of credit

have been made available to the sector each year since 1966.
 

Estimates of the Nationl Planning Department indicate that Colombia's
annual population growth of 3.3% coupled with a projectod nnaul growth in
disposable per capita income of 3.6%, implies an increase 
 n t.ie internal

demand for agricultural products of 5.2 percent. 
 When the export potential
for agricultural product-,is to this, the resultant reuired minimumadded 
rate of growth reaches 5.5 percent. Such a high rate of growth will not

be achieved or sustained unless present or higher rates of investment

(including private investmer) 
 for the agricultural sector can be maintained
 
over time. 
With the proper assistance, agricultural sector growth could be
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adequate in the medium term even with high population growth.
 

Colombia is presently near the "take-off" point in agricultural

development. Land and water resources are excellent although better flood
 
control and conservation measures are urgently needed. Forest resources
 
are abundant. The GOO has demonstrated its ability to manage well large

financial resources (including heavy lending from international agencies and
 
organizations.) Finally, the reorganization of the public agencies dealing

with agriculture, which took place largely in 1969, reduced the number of
 
agencies, consolidated functions in the remaining agencies and eliminated
 
certain unproductive entities in the Ministry of Agriculture. The Ministry,
working through the Superior Executive Advisory Committee of Agriculture, has
become the central policy body for the sector and is providing much better

coordination among the agricultural agencies than has ever existed before. 

B. Structural Factors 

1. Institution and Structure
 

a. Major Functions
 

The Ministry of Agriculture is the GOC agency chiefly

responsible for influencing change in the agricultural sector. The Ministry

develops agricultural policy, coordinates planning and budgeting of the semi­
autonomous agencies in the sector and is increasingly involved in the coordi­
nation of agricultural program implementation. The Ministry was reorganized

drastically in 1969 (See Organization Chart in Annex I, Exhibit 2 and the
 
Section on Institutional Structure inAnnex IT, S<:ion II, A, 8). 

Coordination of the activities of the various public agencies

within the sector is encouraged by a system of interlocking boards of
 
directors of the semi-autonomous public nector agencies. The present Ministry

organization and mode of operation and coordination is described in detail
 
in Section b, 1 - Ministry of Agriculture, below. 

The budgetary procedures for agricultural sector agencies
changed in 1969, concurrently with the reorganization. Those sector agencies
that receive funds from the National Government now submit their proposed
budgets to the Planning Office of the Ministry (OSI) for approval. ON8A 
reviews all project and agency budget proposals, assembles them into an

agricultural sector budget proposal and forwards it to the National Depart­
ment of Planning. Under this system appropriations for the agricultural
sector are made only after different proposals and projects are evaluated 
on the basis of agricultural sector priorities and in the light of alternative
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opportunities for resource use. This discipline in planning is a new require­
ment for sector agencies, but agency performance in compliance with this 
requirement is improving continuously. 

b. Major Dntities 

(1) Ministry of Agriculture
 

The restructuring of the agricultural sector, specifiedin Extraordinary Decrees Nos. 2420 and 3120 of 1968, transformed the Ministryof Agriculture into 
an agency responsible for the development, coordination
 
and implementation of agricultural policy for Colombia.
 

For this purpose, coordination mechanisms were established
 
at three clearly-defined levels?
 

-
 With agencies outside of agriculture to insure the
coordination of agricultural policy with overall development policy;
 

-
 With agencies within the agricultural sector, and
 

-
 With farm groups and producers associations.
 

a. Coordination with agencies outside of agriculture
 

A close relationship has been achieved between the
Ministry of Agriculture and the Ministry of Finance, the Ministry of Develop­
ment, the National Planning Office, and the Colombian Institute of Foreign

Trade, with regard to functions such as developing recommendations for tax
and foreign trade policies for encouraging increased production and improved

marketing of agricultural products.
 

The formulation of ngrio'ltural and credit policy is
coordinated with the "Junta Monetaria" (The Monetary Board) and agreement

also has been reached on the kind and source of specialized technical assist­
ance needed to assure the efficient utilization of credit.
 

The Minister has responsibility for developing
policy for the export of agricultural products, establishing price policy

and presenting recomendations for prices of specific commodities to the

"National Superintendency of Prices". 
He has, therefore, the authority

to integrate agricultural price, foreign trade, tax and credit policies,

and so harmonize the various agricultural programs within the sector as well
 
as promote their consistency with overall national development policy.
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b. Coordination of agencies within the agricultural sector
 

The restructuring of the agricultural sector simplifiedthe administrative functions of the Ministry, leaving as an integral part ofthe Ministry only those operational programs related to campesino organiza­
tion and the preparation of technical regulations on standards, qualities,
and sanitary aspects of agricultural products and inputs. (See Organizational
Chart in Annex I, Exhibit 2). 

Thus, for all practical.purposes, the Ministry has
bean transformed into a planning, policy formulation and coordinating agency

for the agricultural sector. Its organization consists oft The Office of the

Minister, the Vice-Minister and the Secretary General; two Divisions, "Organi­zaci6n Campesina" and "Regulaci6n T6cnica", plus a Legal Office and Planning
Office (OPSA). Many activities previously carried out directly by the Ministry
of Agriculture were assigned to newly created or existing decentralized
agencies, with the Ministry retaining planning, budgeting, supervision and
coordination responsibilities. Moreover, the new Decree assigned clearly to

each agency its functions and responsibilities. 
 This helps to prevent conflicts
 
or duplication which previously wem common in the agricultural sector.
 

The following systems have been established to assure
coordination among the various agencies:
 

(1) Establishment of an Executive Committee, composed
of the Minister, Vice-Minister, Secretary General and t.e Directors or Managers
of the main agencies of the agricultural sector, including the Banco Ganadero,

Caja de Credito Agrario, Industrial y Minero; Federaci6n Nacional de Cafeteros;

Instituto Colombiano Agropecuario (ICA); Instituto Colombiano de la Reforma

Agraria (INCORA); Instituto de Mercadeo Agricola (IDEMA) and the Instituto de
Dasarrollo de los Recursos Naturales Renovables (INDERENA). The Head of the
 
National Planning Office also attends the meetings of this Committee with
 a right to voice and vote. 
 Officials of other administrative and technical
agencies and representatives of the agricultural sector can be invited.
 

This Committee is responsible for the following:
 

i) Analysis of plans, projects and budgets of
 
each of the agencies in the agricultural sector;
 

policies; ii) Evaluation of credit, price and marketing
 

iii) Assessment of action programs proposed by
each of the agencies of the sector, and
 

iv) Review of requests for financing to be
submitted to the National Planning Department.
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The proper functioning of the Executive Committee
insures that no agency can develop a program independent of other activities
in the sector, for each agency must have the approval of the Executive Committee
prior to its initiation of a 
program or the budgeting of funds.
 

(2) Review of Plans and Projects. Prior to the
reorganization of the agricultural sector each agency presented its plans,
projects and budget directly to the National Planning Department. After
approval by this agency, they were then sent to the National Budget Directorate
 
for budget allocation.
 

changed. 
Under the new law the budget procedure has been
Agencies must first submit their program and budget proposals to
OPSA for it's approval. OPSA then compiles the programs and budgets from thevarious agencies into an 
overall >udgot for the agricultural sector and
presents this to the Executive Comittee. Tnis Committee considers thiscombined budget and once 
agreement is reached, it is sent to 
the National
Planning Office for its consideration.
 

(3) Compositionof Governinq Boards. 
 The Minister
of .Agriculturepresides over 
 ttltie Toards of Directors of the agricultural
agencies. 
 In addiLion to th,, ,in:'P'r, the Managers or Directors of the
five main agencies (Can Agrari, TNCORA, IDEMA, ICA and INDERMA) aremembers of the Boards of D.,ec.o'r: o each of the other agencies. In thismanner each Manager has on 
it,, T,,arci the other four Managers. Since these
managers are also members: of tee £Ixecutiv- Committee, decisions approvedby the Executive Committee norroll- will be commonly ur-drstood and accepted
by each of the agencies.
 

C, Coordination Producersof)- AssocJations 

Nati-onnI %7o 'ii- n attacned to the Ministry of Agri­culture, can be established for ,ac.n ag"ru'i ural product. Tnese commissionsare composed of representaf ives 'mn m.-dItumcorresponding product. 
=1 1 and larg- producers of the 

the; Ministry:, The ucmmlsnionf-,of tc , cc crnsult withthe Ministry 'Ag, cmisnonu,}'of Aricult*re and prv':-, permanent onulwtdialogue hetween the Ministryand interested producers ,:ach tI' n ',: policy is te be formulated or anexisting policy modified. T2epr'seat,i'es of the various pr:,ducers associa­tions may be appointed to srv. 
 the boards of several of the agriculturalagencies and be invited te t>n-e-tings of the Executive Comittee. TheMinister of Agriculture obtains legal forstatus the producers' associationsand supervises their o'lvitir-s. The Ministry can contract with such asso­ciations or farm groups 
1to
assist in executing general campaigns for agri­cultural development or in efforts to increase the production of selected
 
products.
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(2) INO 

INCORA (Instituto ColombianoColombian Agrarian Reform Agency, 
de la Reforma Agraria), thecreated as part of the Agrarian ReformLaw 135 of 1961, has statutory responsibility for administering the land
tenural restructuring provisions of that Law plus t!hose of Law 1 of 1968
extending coverage to renters and sharecroppers. Law 135 authorized INCORA
to initiate propriatary activities such as farmer credit, land improvement
and social development. 
 By statute INCORA must be authorized annually an
appropriation of no less than the peso equivalent of US$15 million and
US010 million in the form of Class A Agrarian Bonds, the latter to be
exchanged for lands acquired or retained by the Agency, but in either case
to be amortized, with interest payments, by the GOC. 
The Agency has steadily
expanded its programs from, initially, distribution of public lands to
redistribution of private lands, and complementary investments in credit,
land improvement and social development. Geographic coverage has also
greatly increased. Funding availability has grown apace; in 1971 less
than half of INCORA's expenditures were financed from national budgetary


appropriations.
 

INCORA's board of directors represents a wide range of
private groups and public agencies. 
 The General Manager is executive head
over five functional divisions of tne central office staff: 
(legal, engineer­ing, agricultural development, organization and systems and 
administration).
He has responsibility for executive regional operations and for 36 projects
(areas) throughout Colombia. 
 Project budgets support a mix of programs
administered by the project director. 
The Agency is characterized by
centralized programming and decentralized operations. 
 It is a young and
vigorous entity which seeks to take a pragmatic approach to its statutory
obligations. Key personnel are listed in Annex I, Exhibit 3.
 

As the executor of agrarian reform, INCORA is subject to
constant public scrutiny and debate. 
 Its critics range from those totally
opposed to reform to those who advocate tne most 
radical redistributive
 measures. 
Despite occasional spectacular controversey, INCORA goes about
the business of carrying out its legal mandate within the limits of its
resources, and under close guidance of the Minister of Agriculture and the
President. 
The stated policy of the present Colombian Government is to
accelerate land reform and the provision of supporting services to the extent
possible under prevailing law, and to seek changes in the law if necessary

to increase the momentum of reform.
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increased emphasis on extension, especially for small farm operators. 
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ICA, in cooperation with the National University, has
established a graduate school which is presently capable of granting MS
 
degrees in Animal Sciences, Agronomy, Agricultural Engineering, Agricul­
tural Economics and Veterinary Medicine. 
More than 70 M.S. degrees will
 
have been awarded by the end of 1971, even though the graduate school is
 
less than five years old.
 

(4)INDERENA
 

The Instituto de Desarrollo de los Recursos Naturales

Renovables (INDERENA) was created by Decree, September 24, 1968, and

activated January 1, 1969. 
 Under supervision of the Ministry of Agriculture,

it is responsible for the regulation, administration, conservation, and
 
development of maritime and continental water fisheries, national parks,

hydrographic basins, national reserves, communal grasslands and national
 
prairies. Major emphasis for development is being placed on forests and
 
fisheries and, 
to a lesser extent, on national parks and wildlife. Forest
 
products constitute one of the greatest potentials for exports, and
 
INDFRENA will have a key role in both the exploitation and conservation
 
of Colombia's vast timber resources. 
 INDEHENA's area of jurisdiction
 
covers the entire country except for small areas administered by special­
ized regional development agencies.
 

(5) IDEMA
 

IDEMA (Instituto de Mercadeo Agropecuario) is a semi­official national agency with broad responsibilities for the pricing

and marketing of agricultural products. 
The agency's principal activities
 
center around an agricultural price support program,whicn includes the

purchase and sale of storable commodities. It is also the exclusive import
 
agency for basic agricultural products in (leficit--principally wheat-- and
for exporting surpluses. In addition, to control retail food prices,

IDEMA operates 
a nuniber of retail stores, including mobile truck-stores
 
which are spotted in a different location each day of the week. 
 IDEMA
 
also has responsibilities for improving tne market for agricultural

products, through controlling grades and standards, provision of market
 
information, etc.
 

In late 1969, IDEMA undertook a program to expand grain

storage capacity by nearly 50 percent over the next three years. 
This
 
entails a US$27 million project, with US$ 13.7 being financed by an IDB
loan. The balance (US$13.3 million) is to be financed in part with U.S.
 
counterpart funds (PL 480). 
 When the project is completed, IDEMA and its
 
storage affiliate INAGRARIO will be able to 
store about 20 percent of
 
the annual production of the major grain crops.
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The Caja Agraria~is a development bank (t l i
 

Colombia) with 650 banking branches, 13 distribution centers and 435.farm
supply stores throughout the country. The Caja p2incipallyprovides credit

services arnd technical assistance to farmers, cattlemen and small industry
for the purchase of machinery, farm supplies and rural housing and for the

development of farmer cooperatives. 


In CY 1970 the Caja Agraria granted 348,134 loans total-ling

$3,398 million pesos and completed the year with outstanding loans totalling

$4,542 million pesos. This constituted 52.8% of the loans to agriculture and
58.0% of the value of outstanding loans to agriculture in 1970.
 

The Caja is one of the eight organizations which are.
authorized to produce and distribute improved and certified agricultural

seed. In 1969 the seed department, called CRES4ILLAS, produced and distri- "I j
buted 15,000 metric tons of improved seeds for seeding 415000 hectares of 
which about 90 percent was certified.
 

to make The agricultural supply division of Caja Agrariasupplies and equipment available to isolated areas and was createdto control
 
prices on major agricultural inputs. Sales through 
the 435 Farm Supply Storeshave increased from approximately US$22.5 million in 1966 to US$20.4 millionin 1969. 
Largest sales gains were in improved seeds and machinery, with
agricultural chemicals (fertilizers, pesticides, and drugs) also showing

a large increase (59%). 
 Several problems resulting in inefficient management
reduce the effectiveness of these stores. Indeed, when the credit is'contingent .upon purchase of the inputs from Caja Agraria stores and items are out of stock,
the existence of the store may have a negative net effect.
 

Caja Agraria also provides credit for rural housing construct­ion, but these loans have only averaged about 1,000 per year from 1966 to
 
1970, 

L
( -(7) cultural EducationInstitutions 

eAgricultural university education is relatively new in 
Colmbawih 
hemajority of schools established since 1955. Only National,University's Agronomy Faculty at Bogota and the branch at Medellini existed 

­

before that -time. Currently, the National' Univeruity: has major campt'ses atBogota, Medellin and Palmira,,Which-give degrees in Agronomy,,Vtrnr eiieAnimal Huabandzy, Agricultural. Economics and Aricultural Ecgineering.. VHowever,iall branches do not give degrees in all disciplines. 'V
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In addition to National University, there are agronomy schools
under state-sponsored universities at Ibague, Pasto, Santa Marta, Monterla,
and Manizales. 
Schools of Veterinary Medicine are at Manizales and Monteria,
and the University of Caldas grants home economics degrees. 
Forestry degrees
are granted by the District University in Bogota, by the University of Tolima
at Ibague and National University at Medellin. 
an Agricultural Institute AID is supporting a joint Colombi­(ICA)-Naticnal University program to expand and improveNational University agricultural undergraduate faculties at Bogota, Medellin and
Palmira. 
AID assistance is provided under a contract between ICA and the Univer­sity of Nebraska and is coordinated with the Kellogg and Ford Foundations, which
participate financially in the program. 
Graduate education programs which
enroll 110 students are underway at the ICA-National University Graduate Schoolin Veterinary Medicine, Animal Sciences, Agricultural Economics and Agricu-Itural
Engineering.
 

In addition to University-level training, practical courses
are given by the National Apprenticeship Service (SENA). This is a semi-auton­omous organization within the Ministry of Labor which trains young people in
the trades and agriculture and adults for jobs in andindustry commerce.SENA is the largest and best financed non-formal training organization in the

country. 

Also, the Ministry of Education operates a number of agri­cultural high schools (ITA's).
 

(8)LivestockProducersBank (Banco Ganadero)
 

held by the GOC, 
The Banco Ganadero is a credit institution whose shares arethe Agriculture and Livestock Bank (Caja Agraria) and private
subscribers. 
Founded in 1956 as a division of Caja Agraria witn a capital
of US$8 million equivalent, the Colombian Congressinstitution three years later. 

made the Bank a separate

Two AID project loans totalling US$12.0 million
were made to the Bank for livestock production credit and afor US$2.1 million, was third project loan,made in 1970 for slaughterhouse expansionization. and modern-The Bank has 69 branch offices mostly in livestock producing areas.
 

In 1970 the Bank made 5,755 new loans and increased its
total portfolio to US$66.2 million, an 
increase of 47% in constant pesos over
the previous year. 
On December 31, 1970 the Bank had 26,535 outstanding loans.
 

Of the new loans, almost half were made atitErms of five
years or more. 
Prior to AID's financial assistance the Bank made no loans
of five years or more.
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(9) Banco Cafetero 

The Banco Cafetero (Coffee Growers' Bank) was created
in 1953 by the National Federation of Coffee Growers, its sole stockholder,
with an authorized capital of 50 million pesos. 
 It was empowered to engage
in all commercial banking operations, and was subjected to all laws ind
taxation applicable to commercial banks. 
Its principal object is to finance
the production, transport and exportation of coffee and other agricultural
products, as well as to assist in the general development of the coffee zones
Through the establishment of tne Fondo Rotatorio de Cr~dito in 1960, tne Bank
began to operate more or less as a private development bank. As such, 
it
is
now subject to the provision of Law 26 of 1959 wnicn requires commercial
banks to loan 15 percent of tneir demand and time deposits for tne development
of agriculture, cattle raising, and fisr 
 culture. 
 The Bank's authorized

paid capital is now 200 million cecos. As of Decomber 1969 total assets
exceeded 4 billion pesos and it hard more than fifty 'L'ranches. 

(10) Instituto Georusfico Agustin Codszz! (IGAC)
 

IGAC is resoonsible to the Ministrv of Finance and is the
official map-making agency and geographer for Colomola. 
 It conducts surveys
in soils, lrnd classification an- :apan 11ty, erosion control and toextent in forestry. some 
It also operatns a soil testing laboratory which serves
farmers, other GOC agencies and! IGAC itself. Its major activity is theoperation of an extensiv, cad.fs"'al pogram wnich includes inventorying, listing,and appraising private fc:-'lands taxation purposes and 1,io-rnr'ip, qccurat

va2.uesproperty maps. Property determined hy the IGAC nrocrn n, usedI by GOC
agencies as a basis -or ou-ch. , , r expropriatng In . 

AID recently ntitnor!erd $3.6 mlli ? loan to IGAC foraccelerating and completing the on-gin cadistra- program, Including theexpansion of facilities and services of t"r ::oi!i t~stinr a-oratory. 

(11) Producers Federtion, ; c,-,sociation. 

There ar. severni nT-,,.frsl federations end associations whichare concerned primarily with the rouoton, production ,r nrketi.ng of specificcrops or commodities. Their marn ,-ect ives to c, illo are (a) enalfmembers before the national governmnent and 
of' 

othr public anr!private entities;(b) to assure that effective te chnlcal assistance is received from publicprivate sources; (c) to asure adequate supply of agricultural inruts, and 
and 

d) to assist in agricu.tuir marketinp. 
 The major organizotions are the CoffeeGrowers' Federation , ton 
Cotton Growers' Federation, the Sugar Cane Growers'
Association, the Potato Growers' Federation, and the Poultry Producers, Asso­
ciation.
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(12) Caminos Vecinales
 

Caminos Vecinales is a key segment of the Ministry of Public
 
Works with responsibility for supervising the building and maintenance of rural
 
access roads and other secondary roads. Caminos Vecinales will supervise

the construction of up to 2,500 kilometers per year for the next four years

under an $18 million IDB loan. It will also implement the section of this loan 
dealing with farm-to-market roads with emphasis on the pilot areas. 

2. Land Tenure
 

About one fourth of Colombia's land is used for agricultural pur­
poses with land ownership concentrated in the hands of relatively few people.

Over two thirds of the remaining land, if cnlonized, would greatly increase
 
the producing area.
 

Land tenure forms in Colombia include royal grants, titles,

escrituras (a form of t;itle), rental and sharecropping contracts. De facto
 
tenural forms growing out of custom, tradition and squatter rights are common.
 
The consequences of tnese arrangements generally are a deterent to development.
 

See Section II A 2 on Land Area, Use, Distribution and Tenure for
 
more detailed information.
 

3. Location and Structure of Production
 

Most agricultural and livestock production in Colombia is in the

fertile Cauca and Magdalena river valleys, the mountain plains and the flat,

low regions bordering the Caribbean Sea. the three large mountain ranges and
 
the low altitude valleys have widely varying climates.
 

Location of production is most uniform throughout the country.

The total national area is about 284 million acres. Only 130.9 million acres
 
are settled, of which about 68.5 million acres are usable for agricultural
 
purposes. The unsettled areas total ahb-L 153 million acres and include mainly

the Pacific Coast Plain and the Eastern Llanos.
 

In 1970, about 8.7 million acres were planted to major crops,

covering only 12.7 percent of the area considered usable in the settled area.
 
Coffee accounted for about 30 percent of the area 
in major crops. Other major

crops included corn, platano, potato, cotton and rice. 
 (See Annex I, Exhibit
 
4.) 

Minor crops representing about 10 percent of the value of agricul­
tural crops were also planted, but there are no reliable estimates as to the
 
area planted.
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Livestock production occupies much of the settled areas. About
 
20 million hectares are estimated to be in pastures in the settled areas,
 
with about 92 percent of the national herd. Most of this area is natural
 
pasture. An additional 15 million hectares in natural p tures are in the
 
Llanos, which has a small percent of the national herd. i
 

The structure of Colombian agricultural production can also be
 
viewed in terms of the degree of technology used in production. Exhibit 4
 
mentioned above and Exhibit 5 in Annq I contain Atkinson's breakdown into 5
 
major categories, plus minor crops. :;'
The first group, coffee, merely recognizes
 
the importance of that crop in the Colombian economy. The second group
 
includes traditional crops grown mostly by small farmers using hand cultivation.
 
The third group includes products which have shown little growth or even some
 
decline during tne past few years. These products are produced by small
 
traditional farmers as well as largo commercially-oriented growers under
 
varying degrees of technification. Those crops have become commercially
 
significant, but the increased production has been on tne larger, more-tech­
nified farms. The fourth group consist- of crops produced in plantation-type
 
enterprises. The fifth group includes three of the most important crops, cotton 
rice and sugar cane. Less significant though important crops are included In 
Group 5A. Group 5 crops are grown mostly by large commercial farmers using a 
fairly high degree of capital-intensive technology, wits tfe exception of rice 
and barley, where traditional pro 2e.-5 contribute a significnt s.hare of tota 
production. 

Crop yields and fnrm size are important to tne production structure. 
PLar-ed on a 1966 DANE sample census ,3urvey Atkinson reacrnt tnsc conc _usions: 

Coffee yields averege higher on larger f'ar.ns than on small farms,
hut, wi:th considerable variatios. Diff rtial tecnno'cr:ies !,Ld rot apper t, 
5b,closoly related to the size ,)f coff" farns. Crops in Grouns 2 end 4 snowed 
no significant relation between farm size and yield. Crops in Group 2, furtnr­
!,Iore, are grown in very small areas per far'-, ,:,rer. cn larg'. !'i:-nv. .bhlt' w.'r 
m1 .ri! for Group 3 crops. Corn showed thc 1,nst increase in yields as farm siz,­
incroassd. Tobacco yields snowed no r<i, onshin to size of Thirm um to farms 
L.rger tnan 1,355 acres. In the cas: -,-' potatoes, wnont qn '-,y (GroVtu 5A) 
these showed a considerable rise Ln vil, with increase 1:1', of farm.rn 

Relotive area planted to tnese3 3 crop,, increased sign-ficantly witn tne farm 
.ico, suggesting, in Atkinson'l, vi-w, association with htter tecunology. 

Banco Ganadero "Solicitud de Emprestito al BID", Bogota, 1967
 
Jay Atkinson "Changes in Agricultural Production and Technology in Colombia",
 
USDA FAE Rep. 52.
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Crops under Group 5 and 5A, mostly commercial, showed similarbehavior. 
Yields were much higher on the very large farms than on small
farms. 
There is, as mentioned above, considerable dualism in sugar and rice
yields, the two grown by both traditional as well as modern farmers. 
 In
the case of sesame, there is no clear relationship between farm size and yields.
Sesame yields are, however, substantially higher on farms larger than 494
acres. 
 The reverse occurs in sorghum production. In general for crops listed
in groups 5 and 5A, farms larger than 25 acres showed yields which almostdoubled those smalleron farms. 

4. Marketing Systems and Pricing Policies
 

a. Introduction
 

Most agricultural marketing activities are carried out by
the private sector, although there are many public regulations and muchpublic intervention in marketing oporations.
 

The domestic exchange system for food and other basic consumer
goods has evolved from the market days and

by the Spanish. Market days 

the plaza type markets introduced
 
are still 
common in rural trading centers. Even
in larger cities there are still plaza markets where 
much of the wholesaling
and retailing of perishable foods takes ol.9co. Most of the assembly, whole­saling and retailing functions of food products is handled byof small firmo. There are still very fow 

a large number 
in tegrated wtnolesale-retail foodchains. In some 
commodity procossing lines there are 
a few relatively large
firms---textiles, chocolate, milk, vogetble oils, fruit. onr vegetable canning

refined ,ugar,
cigarettes.
 

The marketing iyotem forFederation of Coffee Growers 
coff'e, , highly developed. Theoporatn, e i tegrot, programresearch, technical assistance, credlt, 

Including production
ii-t, 1.ition of inputs, purchase ofcoffee from farmers, elansfiffcatL(rn i .tn', stcrage, mercnandising andpromotion. The encort activities nar :Thrtmr coordinated through the Inter­national Coffee Agreement. Th!e Cotturi rrm e' s Federation nas developed asimilar but less fully intogrte i . ' , coordinate proluction and marketing

activities.
 

b. PricinpL Policies "I e1n,3 Aictivities 

The 
to 

GOC carries out an extensive program of pricefarmers. supportsThere are also price and margin regulations on a wide rangeproducts at the processor and consumer level. Through 
of 

IDEMA (described inSection I. B above) a farm support price is announced at planting time for
rice, sesame, barley, edible beans, corn, sorghum, soybeans, wheat, potatoes,
cotton and anis. 
 Through purchase and storage operations, IDV4A and an affi­liated storage agency, INAGRARIO, carry 
 out the price support activity.
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The Superintendent of Price Regulation has broad powers to
regulate prices on agricultural products for which the government has compulsory
absorption quotas for processors, or where there ure producer associations that
control a large share of the output (cotton, sugar). The Superintendency also
regulates processing margins for commodities where there are relatively few
processing firms buying from a large number of unorganized producers (milk).
Retail prices for food products of "prime necessity" are fixed by the Super­intendent of Price Regulation. The list of products subject to retail price
regulation is further extended by municipal agencies. 
Enforcement activities
are usually initiated by local authorities who have the power to impose fines
or to close retail outlets for specified periods of time. 
 The retail price
controls are reinforced by an "anti-speculation" law. 
In addition, prices for
selected agricultural inputs (pesticides, feed concentrates and certein types
of machinery) have been frozen as 
of specific dates. Changes in prices may
be made by the Superintendency in response to petitions by manufacturers
who must provide evidence to justify a price increase.
 

c. DirectInterventionby Public Sector Agencies
 

The national marketing agency, IDEMA, is directly involved
in the purchase, storage and distribution of basic food products as 
a means
of carrying out national price policies. 
 In 1969, IDEMA purchases were
approximately 11 percent of the value of national production of the products
for which the Institute has responsibility and about 3 percent of the value
of total national production of all agricultural products. 
 The distribution
of IDEM's 1969 purchases of five principal Colombian produced food products

were as follows:
 

Percent
 

Rice 
 55.8
 
Corn 
 19.8
 
Wheat 
 14.9
 
Beans 
 8.6
 
Potatoes
 

100.0
 

IDEMA is also the official importer of food and feed grains.
Wheat is a major import item (See Annex I, Exhibit 6) with occasional feed
grain imports to alleviate critical shortages. IDEMA is also involved in a
program to expand beef exports which has included an IDEMA contract to deliver
live cattle to the Government of Peru. 
The Institute has also carried out
some experimental subsidized exports of rice and 
corn.
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do Other Re.ulatory and Facilitating Activities of the Public
Sector.
 

There is a rather complex set of national and municipal legal 
Procedures for thelicensing of plants producing processed foods, animal "feeds,
pesticides and fertilizers. Most of the supervision of sanitation practices' 
in food handling, especially for milk, is carried out by local health agencies. 
Quality control for fertilizers, animal feeds, and pesticides is being super­
vised by ICA, the national agency for agricultural research, extension and 
education. 


Inmid 1970, IDEMA stimulated and apported by AID efforts,
 
initiated a program to expand and improve the usefulness of their market news
 

* service. 'Wholesale prices are now being colbe cted for 20 commodities in the
 
four largest cities. The dissemination system for this information is still
 
being developed. Major improvements in crop and livestock statistics are
 
being 	achieved by DANqE, the national statistical agency. Official estimatesA
 
of crop production are now being issued semi-annually. This expanded program

* 	 of market information and crop forecasting should improve the performance of 
both public and private sev-,or marketing activities. 

5. Infrastructure 

a. Transportation 

The three Andean Mountain ranges extending from Southern
 
Colombia to the Northern Coastal Plains have made it difficult and expensive
 

S* - .to develop an integrated national market. However, over the past-twenty:
 
years the GOC has given high priority to the construction of4 a,national high-.-­
way network and improved rail, water and air transport facilities. About
 
two-thirds of the public investment in transport has been allocated to hig I hway
 
development. Included in total outlays have,been large 4loafls' from,tkeirld 

Bank and more recently from the Inter-American Development Pank.~ ~ 

' 

-&~
> 

Colombia has, about 45,000 km'.'.of roads. About l~oo~m
 
are-part of thie national highway networkp,00 ar e'tet--ad,

municipal. About 20 percent of the national highways~a' 5 ecn.,fh, 
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departmental roads are paved. The trunkline highway network now connects the
 
main centers of population. Secondary and tertiary roads link nearly all
 
smaller urban centers to the primary highway network. Since 1961, the GOC
 
has had a program to construct "feeder roads" in rural areas, directed by the
 
National Feeder Road Fund. About 2,500 km. of feeder roads have been built
 
and 7,800 km. more are planned. Between 1970-73 IDB is loaning US$17 million
 
for this program. The main purpose of the feeder road activity is to provide
 
access roads for areas with significant agricultural development potential.
 
Road building and improvement programs have also been carried out by INCCRA
 
and through "Accion Comunal" in order to lower transport costs for small
 
farmers in isolated communities.
 

The Colombian truck fleet has been increasing at about 4
 
percent per year. Ninety-five percent of the trucks are single axle vehicles.
 
In 1968 the average truck age was about 12 years. Over 90 percent of vehicle
 
owners have only one truck, and 99 percent have less than four. Overloading
 
of trucks is common. Hauling charges vary and are subject to negotiation on
 
individual shipments. During harvest periods trucks are frequently in short
 
supply and tariffs go up. The Nationsl Transport Institute (INTRA), the
 
regulatory agency for the trucking industry, is trying to establish and
 
enforce loan limitations and other operational requirements.
 

Much of the Colombia rail network was built to complement the
 
water transport system connecting interior cities with ocean pats. This
 
preceded the highway system which expanded rapidly after 1950. For many years
 
there were several more or less independent regional rail sub-systems, which
 
in 1954 were consolidated into a national company, National Railroads (FCN).
 
In 1961, the Atlantic Coast rail connection was completed ".iking the interior
 
rail system to the north coast -.- of Santa Marts.
,-t 


Currently the FCN operates a narrow gauge (36 inch) system of 
3,13b km. During the past ton years railroads nave faced increased competition 
from a rapidly improving highway-truck transoort system, competition complicated 
by unrealistic gasoline and diesel prices. Programs nave been initiated to 
convert to diesel power, to increase the number and quality o rail cars, 
to improve rail roadbeds and to revise the system for assessing freight charges. 
Nevertheless, the FCN will continue to face operational problems due to the 
mountainous terrain in which it operates. 

Agricultura! commodities make up nearly one-half of the total
 
ton-kilometers handled by the railraods. Coffee moved from the interior cofte
 
production zone to the port cities of Buenaventura and Santa Marta accounts
 
for 13 percent of the railronds ton-kms. Wheat and fertilizer are important
 
back hauls toward the interior. Sugar, cotton, barley and cattle are also
 
significant sources of freignt revenue.
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Colombia has fourmain seaports., Bueeaventuaoi'the Pacific ) 

Coastis, the largest and handles about twowthirds 'of*,the'export -tonnage, and 
40. percent, of the imports, movingbthrough the four, ports'. -:ohith pC,:~orts" 2- " ofatgena, Barranquilla and Sant ara handle aboutooe-tirdofthe,,exports 
and 60percent of the imports. Over the past ten years the N o astports.
have increased their share of the total tonnage ofiimorts, hd epr' rm2 
to 52 percent. This shift is largely due to the completion~,ofthie.Atlahti6


4Coast railroad and better highways between Medellin and Cartagena-'. 'TheNatbonal
 
*1 	 Marketing Agency (IDEMA) is currently corkructing bulk grain~sila's, including


ship loading and unloading facilities in SantaMarta and Buenaventura.
 
The GOC continues to invest in port improvements. During 1971-73 investments
 
of 325 million pesos (about IS$15.5 million) are planned.
 

aoee,'epexpo f m..2 
Colombia has relatively well developed air transportation.

Ten major airports have jet runways. Three new airports 'are under construction 
-- Cali, Bucaramanga and Ocaia-- to replace existing facilities. Seven additional 
airports 	are being improved. The GOC has projected a 1970-73 investment of 
tU$6.5 million for air transport facilities.
 

Air cargo service is readily available but its growth rate
 
has been slow. Domestic air shipments of agriculturally-related products


"have been limited. However, exports of cut flowers have 
been increasing~ { 	 rapidly and consideration is being given to air shipment of perishable fruits 
and vegetables. There are also occasional air shipments of beef to external
 
markets, 	especially Peru.
 

b.. IandDevelopment, Reclamation, Irrigation and Drainage
 

Colombia 	nas identified 8 land development zones with an area

of 	7 million acres. As of 1966 44.8,000 acres of this area had been improved;
380,000 acres through irrigation and 68,000 by drainage. 139,000-acres of 
this total was improved through public investment projects and 509,000 acres J
 
through private investment. INOORA isdeveloping about 15,000 acres per year

through irrigation and about 15,000 acres annually of drainage works toAl
 
increase the availability of improved lands.
 

There is a tendency to slow public efforts in 2.. igation, while: 
drainage and flood prevention are receiving increased attention. 'However, some.'

* 	 additional funding for.irrignting primarily farm level works will be required

in the future. 
 .- -	 - -*- - - -' 
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c. Rural Electrification
 

In the Sevilla-Caicedonia (Department of Valle) area a rural
electric cooperative was developed with funds provided under a $1.3 million
=ID project loan approved in 1964. 
A total of 270 miles of line have been
installed serving 7,075 members, and the number is expected to increase to
over 9,000 members by 1976. Utilization of electric power in the area keeps
up with increasing availability. 
U.S. technical assistance for the project
was provided by National Rural Electric Cooperative Association advisors.
 

Other rural electrification efforts are being made by INCORA
through loans to associations of beneficiaries and regional development

associations.
 

The concept of rural electrification in Colombia is not yet
well developed. 
The demand for other infrastructure such as farm access
roads exceeds the immediate demand for electrification; access roads have
a quicker economic return and require less long term investment.
 

C. Financial Information - Agricultural Funding
 

The 1970-74 Development Plan calls for an annual increase in total
public investment in the agricultural sector for each year from 1970 through
1972. 
Table 11-9 in Part Two, Section II, C. 
of this paper shows the total
public sector resources available to the sector 1968 to 1973.
appropriations by organization for the years 1969-1972 ore 
GOC budgetary
 

hown in Exhibit

1 of annex I.
 

Allocation of public sector financing by major function entails
considerable research and some arbitrary classification because of the over­lapping of activities by the different agencies. 
It can be concluded, however,
that agricultural credit availability through public programs as 
well. as
from the private sector has continued to increase in real torms from 1968
to the present and is expected to 
increase further in 1972-197. (See Annex I,Exhibit 7). 
 Total private credit to agriculture is difficult 
to determine,
althouph tne Agricultural Development Fund (Fondo Financier, Aprnrio),
established in 1966, has increased tile 
private banks' participation in agri­cultural lending by requiring them to provide from private 
 redit sources
39.4% of the funds for all loans made through tne Fund. 

Resources available to 

more than doubled in 1971 over 

ICA, largely for researcn and extension,

the previous year. 
A slight reduction is
planned for 1972. Resources available to INCORA, tne land refcrm agency,
increased significantly in 1970, and will increase further through 1973.
According to INCORA, 
resources have been sufficient to meet the supervised
credit, land titling and parcelization goals established for 1971 by the GOC
in the Memorandum to IBRD, dated May, 1970.
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Some segments of-the agriculture sector fallshortof their neeo from 
.timetotie, but, in general, thesectorn.needs..... re being met..ncreasingly wel 
each year. 

D. National Aricultural Plan, Priorities and Program . 

The GOC Plan forEconomic and Social velopment, 1970-73, isdirected 
.. toward reducing and.mploent equal incomedistribition and. achieving more
social servicesp, while maintaining a 7 l/2%rate of growth in: go adomest ic'product. The agricultural sector plan supports these goal1s'through-increased 

* emphasis on programs to expand rural employment and to increasew~in 6 me ofmedium and small farmers, while maintaining a 5 1/2 percent rate of growth in
total agricultural output. Specific plan targets are to increase agricultural

employment by 2.4 percent or about 66,000 new jobs each year and to expandminor exports by 20 percent a year. 

eThe agricultural program in combination with a strong effort to 
education, and an urban-regionalactivities in intermediate cities is program to stimulate industrialintended to reduce migration..to the ,largecities, to stimulate more productive utilization of existing- human capitaland land resources and ultimately to improve living conditions for the entire

population. 

Some of the specific programs that are to be carried out in the agri­
'I cultural sector are as followsi 

Is'(1) 'An acceleration of agrarian reform~througn land redistribution,colonization and supervised credit for small farmers; 

*(2) Promotion of farmer organization at both the local and nationallevel, as a means of stimulating development;
 

- (3) Intensification of applied agricultural research and substantial 
expansion and strengthening of the agricultural extension program;, 

*(4) Revision of the agricultural credit system to shift large producersaway from subsidized credit and to inrase the availability of redit to smal
 
and medium sized farmers;
 

(5) Sti.mulation of the use of mocdern agiutrlipusepcal
fertilizer,through soil testing services, improved IqualitIycontrol and
increased availability of credit; 

(6) Stabilization of prices! for basic 'agricultural products thr'ougprice support and Istorage pxrogramn' rd stimiltion'of prvt ecto 
. 

aktn

I. -. improvements through new~lines of credit, and; > -
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(7) Development and expansion of programs to utilize existing natural
 
resources as a means of expanding employment, increasing exports of forest
 
products and domestic supplies of fish. (Other programs are directed toward
 
long-term management of water and forest resources.)
 

E. External Assistance
 

Assistance to the agricultural sector from external sources (otner
 
than AID sector loans) is shown in Table 11-8 of Part Two, Section II, C.
 
of this paper. A breakdown by loan and showing the source of this financing
 
is shown in Annex I, Exhibit 8.
 

F. Recent Progress and Trends
 

The GOC has made considerable progress in implementing its agricul­
tural development policies, inclufing: the following:
 

a. A sweeping reorganization of the public agencies dealing with
 
agriculture, was decreed late in 196P, and implemented largely in 1969 and
 
1970. The reorganization reduced the number of agencies dealing with agricul­
ture, consolidated functions in tne remaining agencies and eliminated certain 
unproductive entities in the Ministry cf Agriculture. The Ministry, working
through the Superior aecutive Adviro 'y Committee of Ariculture, has become 
the central policy body for the sector and provide better coordination among
 
agricultural agencies. The increased emphasis on technology in the agricul­
tural sector also has continued tqrougn the recent change !n government,

and has broight shout marked iimprovement in the formulation and implementation
of agricultural programs. Both reorganization and increns:eo technology have 
contributed to prod'iotion incron.r' of 5.4%annually %.- toe onqt three years, 
as compared to 3% prior to i 

b. The GOC has provided increasing amounts of credit to the agricul­
tural sector, through the rediscount resourc-!s of the Bank of the Republic 
.nd through budget resources. Efforts are !-'nF continued to ,ntroduce more 
and improved technology to the agri.cultur&. iector through ti, requirement 
of technical assistance as a requi !te for lean approval. 

c. More Cajn Araria loans or -oing cnannelid to small ontrepre­
neurs based on their pocductive canat ility and debt-service potential, rather 
than the traditional guarantees of commercial banks. Credit to large and 
medium size farmers is being oriented to the commercial banks, limiting 
to 100 hectares the maximum area to be financed by the Caja Agraria through
the Fondo Financiero Agrario. Total new credit for the sector increased by
20% in real terms from 3I'Whf to 1969. 
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d. Law. 135 of, 1961, which created INCORA, gavemao emha .st 
land,.reform and the means to effect it.Programs of superv-ised credit and 

' 
land imiprovement were initiated in 1964. Social rogr ms for"'health and; 

community action were added later. Law 1 of,1968 required INCORA, to rectify 
tenural relations of renters and sharecroppers. Programs fare operatingin 

departments and accessible intendencies.
all 


e. Land titling, parcelization and supervised credit programs will
 
reach the goals established for 1971 by the GOC in its Memorandum to the 

IBRD, dated May 7, 1970, according to preliminary information provided by 
INOORA. 

f. INDERMA has moved ahead in its programs to develop, manage and 
, water and soil resources. Itsadminister forest, fish, wildlife, parks 

budget has been increased annually . Expansion of effort is heaviest in 
the forest and fish areas which make a significant contribution to food and
 

shelter needs in the country, and to tne export program. The reforestation
 
program continues to snow an increase in coniferous species as an eventual
 
substitution for paper and pulp needs now imported. INDERENA is faced with
 
a vast problem to properly educate the local people in the value of natural
 
resources and in the control of their use according to laws and regulations..,........
 
It has embarked on a recruitment and training program for conservation officers,
 
expecting to have a force of over.4000 officers by 1975 t INDENA has also
 
improved its work in developing maritime and inland water fisheries.
 
Forest inventories have been increased, but are still moving at a pace
 
inadequate to complete them in a reasonable time. There are also industrial
 
and marketing problems to be analyzed. It has made a good start in defining
 
a park and recreation management program. INDE A, which has been 'in
 
existence 16 months, is undergoing a reorganization as a result of its
 
initial experience and is preparing to meet expanded needs with improved 
programs. 

g. ICA has continued developing plans for expansion and organization
 

of extension agencies, which now total more than 63. Training courses for 
technical assistance personnel of other agencies and from the private sector 
have increased steadily. Decentralization within ICA is being carried out 
through the organization of regional offices. Research is being oriented 
to include more emphasis on tropical as opposed to temperate zone prodituion.The .seed 'certification ;program ,has increasedthe nube of vr eties o f. ! ,,.' -'"""'''" 
certified seed. Technical assistance has been provided to morei than 18,000, 

4j hectares for seed production, which benefitted more than 420,000 hectare 
of crops during 1970. 

S2h1. IDEMA isa developing, as soneduled,: a national program for1 
grain storage and handling, partially, finianced by theo IDB.KY:<! 
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I-	Feasibility 'studies 'are-being conducted ,for construction of centralSfood markeing',fcilities at Barraiiquilla anid: B6ota Meeli an c1i
 
already' b'egun''aonstruction of similar 
facilities.
 

j.Creation'o 
 su smechanismsand 	 suha~he vr Promotion Fundimproved 	 (PRC3Xo)incentives such as~ the Certificate of~Export Tax, Credit (CAT)have stimulated the development of export During 1969programs. 	 agriculturalexports (excluding coffee) amounted to 	a total of WJ$120 million in comparisonwith 115$62 million in 1966. 

0. 	 Efforts and Experience to Improve Management
 

Major aspects of management functions are reviewed 
 in 	Section C, 1l a.above. The following are selected examples of current effoxtrts Ikimprove data,
S analysis, and evaluation.
 

1. 	 Collection of timely data. With technical assistance furnishedunder the JSDA/PASA and as required by the previous sector loans,. DANEis nowpublishing timely data on 	agriculturel oiutput. Twicereport area, 	 a year DA'NE publisheson production arnd 	 yields for th maor crops. These'eotinclude forecasts for the current'semester, preliminary estimates ifo? 	theprevious semester, and revisedprevious The 
estimates for the correspondinig semester of theyear. quality of the data is rapidly improving as 'i its' cetability and use. DANE has also begun to publish timely series on livestocknumbers and slaughter. In 1972, DANE expects to publish estimates of area,production and yield for major crops by Dopartments as well as national totals. 


. 

2. Analysisandevaluationofexistingand Dossiblealternativepolicie,.
andprograms.- at the national level, a
moditsoperandi has been established
whereby all investment plans are developed wit 
 the 	patcpto oftn action
agency involved; to the extent possible, planning should originate from that
action agency. 
 This policy has required close cooperation between the atonal
Department of Planning and lower level planning divisions and-creates constant
demands on all levels of 	government to improve planning capability# 

At the 
in 	

request of the Minister of Agriculture, or tne SuperiorCouncil of Agriculture, or on 	 its won initiative,existing programs In 	 (.WSA analyzes and evaluatesrelation to alternative coursestries 	 of action. OPSA alsoto 	keep abreast of the manner in 	vaich projects are being'executedthe 	various agricultural agencies to assure tnat funds are being used as 
by:; 

specified in the budget. 

-~~"­

meigofThe planning mechanism has been strengthened thmough ,ieklmeeing
oftheheads of the planning office of..the various iagrioulturhl
4agencies. 	 'iTh66e'meotinga are held aft' ,the regular mneetingsCommittee aindipartioipants mov6 	 of.Ih ,!ectvto 	carry out~dckn ofteCmite 
7 	 i 1' ,iJ_ 
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Progress has been made in incorporating the planning process at the 
departmental and local level. tConsejos Seccionales" have been created in 
14 Departments and include the participation of the various sectoral agencies

operating in these areas. The "Consejos" have the following functions:
 

Analysis of development plans, programs and budgets for each
 
agency operating in the area for the purpose of determining how these programs

relate to both local needs and national policies, plans and budgets. The
 
"ConseJos" report their findings to the Superior Council of Agriculture, the
 
Governor of the Department and the agency involved.
 

As these "Consejos Seccionales" have Just recently been
 
organized, it is too early to assess their effectiveness.
 

3. Mechanisms for Monitoring Implementation
 

At the highest administrative levels tne National Monetary Board
 
has review authority over all fiscal operations of the GOC. The National
 
Department of Planning has established budgetary procedures for monitoring

the financial operations of all GOC investment projects. The Budget Control
 
section in DNP requires the implementing agency to submit projected budget

expenditures by trimesters broken down by three sources of funds 
-- GOC
 
funds, external credit and other funds. As the year progresses actual expend­
itures are compared with projections. Needed adjustments in program activities
 
are then identified and corrective actions initiated. In the Ministry of
 
Agriculture the OPSA group coordinates with the DNP budget control section.
 
Progress on agency programs is monitored by OPSA and on trie AID sector loan

activities reports are to be reidrred to AID through the D11P. In addition 
the individual agencies within the Ministry have established procedures for 
program planning, review of progress and budget cont:o1. Finally, inter­
agency coordination and monitoring of program implementation is also carried
 
out through the periodic meetings of the Directive Council composed of agricul­
tural agency directors and cnaired by the Minister of Agriculture. 

The AID sector loan will provide supplemental resources to 
strengthen the staffing of the Ministry planning units. Furthermore, these 
units will be given additional responsibility for monitoring implementation
of agricultural program activities including these for which sector loan
 
funds are planned, 
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II. AGRICULTURAL SECTOR ANALYSIS 

A. Constraints Analysis 

1. Employment 

At a conservative estimate, half a million Colombians,
out of an active urban labor force of some 3 million, are seeking work
but unable to find it. In the country-side, open unemployment is less common, but hundreds of thousands work for such low wages, or earn so little on their own small holdings, that they must be considered under­
enployed. 

The critical nature of the employment problem in Colombiahas made it a primary focus of the government's economic development
efforts. Existing rates of open urban unemployment reach 8. 5 percent

of the labor force and substantial numbers of people 
are engaged in workactivities which can be class.fied as disguised unemployment. In

addition, large numbers are underemployed, especially in the agricul­tural sector, where the 
structure of production and land tenure are such as to make disguised unemployment and underemployment very difficult
 
to identify and measure.
 

The economic development policy of the Colombian Govern­ment, as presented in the three year plan, has been formulated withmaximization of employment as a major goal and attainment of specified
minimum levels of production growth as 
a basis for employment creation. 

Magnitude of the Problem in Agriculture 

The problem of estimating unemployment and underemploy­ment rates is particularly difficult in the case of agriculture. In 1970,
DANE estimated the open unemployment 
rate in the rural sector at 3. 7
percent. No wereestimates made of underemployment. 

The rate of agricultural growth of recent years has beeninsufficient to provide jobs for the rapidly growing population. Except forheavy rural-urban migration, the rural labor force would have been
growing at annual rates of 5 percent (about 100, 000 newsome 3. workers
annually) while available data indicate that the actual expansion rate of 
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rural jobs was only about 1. 7 percent. Part of the reason for the insufficient 
rate of employment generation in agriculture results from the fact that much 
of recent agricultural growth has occurred in the modern sub-sector where 
capital/labor ratios are probably higher than would be the average for 
Colombian agriculture. 

The unabsorbed rural labor surplus h3 been reflected in 
relatively high rates of rural-urban migration. Indeed, large Colombian 
cities have been growing at about 7 percent annually, more than twice the 
estimated current population growth rate. It is clear that the rate of job 
creation in rural areas must rise substantially if migrant pressures on the 
urban job market are to be reduced. 

Major Determinant Fa42rs 

Agricultural employmeht and unemployment levels, of course, 
reflect the supply of and demand for labor in the Colombian agricultural 
sector. On the supply side, the main determinant is clearly labor force 
growth, which is, in turn, derived from past levels of net population growth 
and migration patterns. To a lesser extent the size of the active labor force 
(those working or seeking employment) is also affected by supply response 
to wage levels and traditional or changing participation ,i':es. Rural-urban 
migration has reduced the Colombian rural labor fc',e -ignificantly. The 
Colombian Planning Board considering out-migrati,?,- ostimated that 
40, 000 people joined the rural labor force in 1970 

Demand for rural labor is affected mtinly by the growth level 
achieved by the agricultural sector as well as by the technical coefficients 
of production as reflected in capital/labor ratios and productivity coefficients. 
None of these factors affecting demand should be considered alone. Production 
growth per se can no longer be thought of as a sufficient condition to increased 
levels of employment and general welfare of the masses. The employment 
effects of increased production will be determined by who produces and by how 

1/ NDP - Revista de Planeacion - Dec. 1969, Vol. 1 No. 4 
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this production is realized. If fast increases in output originate in a com­
mercial sub-sector where it is reflected in fast growth of productivity per 
man resulting from high capital/labor ratios, then the potential employment
and consequent income distribution effects of such production increases are 
small. 2/ 

The GOC agricultural policy identifies small producers as 
the main focus of its strategy for maximum employment and production.

Increased flow of investment resources to this group is considered
 
essential to take advantage of the employment effect derived from increasing

their production and income levels. 
 This effect would result from their
 
preference 
for labor intensive methods and also from the additional demand 
for products which are labor intensive in production. A close relationship
between expected changes in demand structure and the most desirable labor­
intensive crop mix for smll farmers to produce will be one of the essential 
prerequisites of a small-farm strategy. 

Implementation of such a policy, of course, will be hampered
by political, administrative, and technical constraints, which are discussed 
below. However, the first question which must be examined is whether
 
increased investment in labor intensive production is feasible in terms of
 
demand and profitability. This is explored in the following section. 

Costs 	of Employment Generation in the Agricultural Sector 

In Colombia as elsewhere, it is not meaninful to speak of the 
costs of employment generation in agriculture as if there existed sufficient 
similarity bet-ween the various segments of the sector to allow general 

2/ 	 The case of Mexico is symptomatic. P, sustained 5% annual growth 
rate of agricultural production during 20 years failed to improve 
the lot of a large segment of the rural population. The number of 
landkess laborers in rural Mexico increased from 2. 3 million in 
1950 to 3. 3 million in 1960. Only 3% of producers accounted for 80% 
of the increased production levels showing high capital/labor ratios. 
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treatment of the average agricultural costs of providing additional work­
places. The inter-commodity variation in the proportion of total production 
costs going to labor in Colombia would appear to be at least as large as 
5, 000% meaning that it would take 50 times more investment in production
of certain agricultural commodities to create the same direct labor demand 
as others. Given the urgency of employment generation in rural Colombia 
and the scarcity of capital resources with which to create additional work­
places, it is of central importance to explore the directions for agricul­
tural development indicated by these vast differences iax the costs of job
 
creation.
 

Before proceeding to the analytical portion of this Section,

it is important to explain what is not attempted. The analysis attempts
 
to relate the observed costs of production on INCORA-financed farms and
 
integrate only capital and demand constraints. It is not suggested that
 
these are the only relevant constraints or that other constraints could 
not 
be dealt with. Given the limited time and personnel for this analysis the
 
results at the time of drafting of this paper had only ".eached the present
 
stage. Other important constraints not explicitly included are:
 

1) 	 Skilled, technical and administrative labor availability for 
production, processing, and marketing; 

2) 	 availability of marketing channels and infrastructure 

3) 	 availability of processing-packing capacity 

4) 	 availability of land of requisite quality and quantity 

5) 	 availability of the physical inputs required, i.e., fertilizers 
added machinery, nursery stock, etc. 

6) 	 intertemporal lags of various types. 

Assumptions which are implicit but need to be made explicit 
include the following: 

1. 	 Additionality. This assumes that this credit is really additional 
credit and not simply a substitution of other public credit or 
private credit. 
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2. 	 That the production created by the credit will be additional and not 
simply substitution for other production that was to have been 
undertaken. 

3. 	 That the increment of production demand during the' -year of 
disbursement is a reasonable measure of the minimum avail­
able market for the production. 

4. 	 That the historical data of INCORA (.*particularly for 1970) is 
a reasonable measure of the inputs required and the outputs 
produced by similar credit to similar farmers. 

Only broad directions for adjustment are indicated by the 
analysis which follows. Given the large number of important constraints 
which are not explicitly included, and knowing that redirection and restruc­
turing of production are very difficult and lengthly processes, it should 
be indicated at the outset that long run directionmuDften do not explain in 
detail the immediate steps which need to be taken. What is indicated is 
where it would be advantageous to be, but exactly how to arrive there is 
not fully examined. There may be many good reasons for investment 
allocations which do not fit within the directions indicated by this analysis, 
but to the degree that there is a commitment to the generation of employ­
ment those reasons should have to be well defended in the light of these 
preliminary results. 

Table I-1 has been elaborated using the labor portion of 
total costs of production as an indication of the cost of providing direct 
increases in employment. Due to the focus of this loan on small farms, 
the production data used to derive the labor coefficients was based on 
production costs for the small farms where INCORA placed supervised 
credit in 1970. 
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TABLE I - 1 

LABOR COEFFICIENTS AND COSTS OF DIRECT EMPLOYMENT 
CREATION 

Dollar costs of 
generating one 

Commodity Group Labor Coefficient direct man year 
Labor % of Total of employment. 

Costs * 

1. 	 Peanuts, beans, raspberries .50 to . 68 300 to 665 
flame, lettuce, yuca, cucumbers 

2. 	 Mango, tobacco, cauliflower . 40 to . 48 475 to 710 
strawberries, beet, sugar cane 

3. 	 Arracacha, onions, platains, . 30 to . 39 615 to 950 
cacao, lentils, habas, spinach 
tomatoes, peas, cabbage, 
orange, lemons, irrigated riae, 
lulo, grapes. 

4. 	 Small farm corn, sesame, jute, . 20 to . 26 950 to 1, 420 
soybeans, potatoes 

5. 	 Millet, cotton, barley, sorghum, . 10 to . 19 1, 420 to 3, 270 
wheat, milk 

6. 	 Wool, eggs, poultry, pork, beef . 01 to .043 6, 300 to 26, 255 

* 	 Range in costs are caused by regional wage differential and 

differences between commodity labor coefficients inside 
commodity groups. 

** 	 Figures rounded. 
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TABLE I - 2 

APPROXIMATE DIRECT MAN YEARS OF EMPLOYMENT 

GENERATED BY 34 MILLION DOLLARS IN SUPERVISED 

SMALL FARM CREDIT * 

Commodity Group 	 Direct Man Years Generated ** 

1. 	 Peanuts, beans, raspberries, 51, 100 to 113, 300
 
flame, lettuce, yuca, cucumbers
 

2. 	 Mango, tobacco, cauliflower,
 
strawberries, beets, sugar cane, 47,900 to 71, 500
 

3. 	 Arracacha, onions, plantains, 36. 000 to 55, 300 
cocoa, lentils, garbanzos,
 
habas, spinach, tomatoes, peas
 
cabbage, oranges, lemons,
 
rice, lulo, grapes 

4. 	 Corn, sesame, jute, soybeans 24,000 to 36,000 
potatoes 

5. 	 Millet, cotton, barley, sorghum, 10, 400 to 24, 000 

6. 	 Wool, eggs, poultry, pork, beef 1,300 to 5,400 

• 	 If placed completely inside a commodity group 

•* 	Figures rounded.
 

With ranges as large as those exhibited in Table I-I it is no surprise that 
planners and economists are led to search among alternatives in the first 
groups for employment-generating agricultural development. It is only in 
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a portion of the.agricultural sector, and not in the sector as a whole, that it 
is reasonable to think of the most logical choices for iizeable job creation 
with limited capital resources. There are many industries in the manufac­
turing and processing sectors which are considerably more labor intensive 
than the most capital intensive agricultural commodities of group 6. The 
labor intensive agricultural commodities, on the other hand, have no 
rivals in the industrial sector from a cost-of-employment-generation 
standpoint. 

Estimates of new jobs needed in agriculture to absorb the 
additions to the rural labor force vary from 40, 000 to 100, 000 depending 
on assumptions about out-migration to the urban sector. With the data 
on the costs of providing those jobs by expansion via credit-provision to 
alternative commodity groups in the agricultural sector. For this 
calculation we will use two direct-indirect labor creation assumptions. 
In the first we will assume that the only significant effects are the direct 
effects. In the second, we will use the off-farm indirect labor generation 
factor derived by the Mission. At a later date in the ongoing analysis, we 
will derive both the first forward and first backward link employment effects 
(and nth forward and nth backward links) for the alternative commodity groups, 
to estimate the differences in indirect employment generation. 

In Table 1-3 we pose the question: How much credit would be 
required to create enough employment to absorb the additions to the rural 
labor force if we accomplished that absorption in each of the commodity 
sub-groups?
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TABLE I - 3 

CREDIT COSTS OF ABSORBING RURAL LABOR FORCE ADDITIONS 

(US Million Dollars) 

Commodity Rural Urban Out-Migration No Out-Migration, 100, 000 
Group 40, 000 to be Absorbed To be Absorbed 

Direct Direct & Direct Direct & 
Only Indirect Only Indirect 

1. 18.95 16. 11 47.39 40.28 

2. 24.64 20.95 61.61 52.37 

3. 32.22 27. 39 80. 56 68.48 

4. 47.39 40.28 118.48 100.70 

5. 85. 30 72. 50 213.26 181.27 

6. 568.68 483.37 1,421.70 1,208.45 

Table II and Table III approach the same problem from opposite 
directions and a tentative conclusion is clear, even if the basic data have 
relatively large error f&ctors. The conclusion is, that, given the $34 
million (dollars) of supervised credit for which this analysis is relevant, 
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the impact that it has on employment depends centrally on the commodities 
to which it goes. If one looked to livestock production as an employment 
generating avenue for the supervised credit, it is clear that the avenue 
holds little hope. First, the quantity of credit required is not possibly 
available. No one would suggest that one billion dollars might be avail­
able each year for beef production. Second, no one would suggest that 
Colombia has sufficient land to absorb that production, and third, no one 
would suggest that demand would allow the absorptiun of the inunense 
volumes implied. 

Looking at the other end of the spectrum of labor intensity, it 
would appear that the general level of credit available ($34 million dollars) 
would be able to approach a solution to the employment creation problem at 
the scale required. However, from the second, third, and additional 
standpoints of marketing and production capacity, there appear to exist 
significant nroblems. The second problem of land availability of the re­
quisite quantity, quality, and climatic condition is niot as difficult as the 
dema;,d and marketing problems. 

DEMAND CONSTRAINTS AND LABOR INTENSIVE PRODUCTION 

Perhaps the first and most important consideration that comes to 
the fore in a discussion of labor generation through labor intensive 
production is the question of the existence of markets at reasonable prices 
for the implied production. 

INTERNAL DEMAND AS A CONSTRAINT 

The first point that should be made about the demand for food 
products in general in Colombia is that it is growing rapidly; the IBRD 
used 5. % annual growth in demand as its estimate. This implies that 
demand for all (but not each) food comnmiodities will double about every 
14 years. This average growth rate varies dramatically between com­
modity groups, from lows of 3% to highs of 25% per year. 

In order to evaluate what impact the internal demand conditions 
impose on the possibilities of allocation of credit or other agricultural 
production resources for employment creation, it is necessary to deal 
with the problem on a crop by crop basis as is done in Annex I, Exhibit 9. 
We will present here the conclusions of that preliminary analysis. 
Utilizing the internal demand projections based on CEDE studies we will 
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indicate how many of the commodity groups (starting with the most labor 
intensive) would be needed to absorb the production implied by a 34 
million dollar investment, subject to the constraint that the additional 
production called forth by the allocation if the credit does not exceed 
the additional internal demand for that commodity. Phrased differently, 
the additional production should not exceed that level which would 
approximately maintain current relative prices. 

A linear programming problem with two constraint systems 
was used to solve this problem. The market assumptions are estimated 
from projections by CEDE under a contract with the USDA-ERS * (these 
projections are currently being revised). Based on the CEDE projections 
and assuming that external markets do not exist, each of the following 
crop groups would appear to be able to absorb the levels of credit 
indicated under the column labeled "Based on CEDE" in Table I - 7. * 
In all projections, coffee is held at zero expansion. The second column 
in 'Fable 1-4 shows the approximate direct labor created by the internal­
demand-constrained allocation. 

From Table 1-4, we observe that under the above assumptions 
the $34.0 million could be allocated completely within groups 1-5 and 
would result in the final creation of approximately 29, 500 direct jobs. 
Using the Riley/Schwinden off-farm employment creation factor, 14, 400 
indirect jobs could be added to that total to yield a final 43, 900 man-years 
of employment created. This would indicate that even with the very 
restrictive internal market and additionality constraints, there exist 
alternatives which would allow supervised credit to create the general 
nagnitude of 40, 000 *** jobs needed in the rural sector. It should be 

CEDE Demand Projections for Agricultural Products in Colombia, 
Bogota, 1966. 

** It is assumed that this credit is needed, i. e., that without it, 
agricultural needs would not otherwise be met. If this assumption is 

wrong, and if expansion already financed .an4 underway is fully sufficient to 
meet the agricultural requirements of Colombia, including foreign exchange 
then deeper questions about the loan as well as the analysis need to be raised. 

** According to Planeacion. 
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added that allocations which widely diverged from the allocations indicated 

in Table I - 4 would probably lead to the creation of substantially less 

ernployment. In operational terms, this would mean that significant 

credit allocations to commodities with lower labor coefficients than 

milk (the last commodity of group 5) would significantly, and probably 

unnecessarily, weaken the employment creation effect. 

TABLE I-4 

CREDIT ABSORBABLE SUBJECT TO INTERNAL DEMAND 

CONSTRAINT 

(US Doll*rs ) 

Commodity Approximate Direct Labor 

Gioup Based on CEDE Generated in Man Years 

1 • 848,750 	 1,791 

2. 3,416,820 	 5,538 

3. 6,272,540 	 7,765 

4. 8,937,750 	 7,560 

5 14, 644, 940 Demand capacity 6, 866 

needed to complete 

Total 	 34, 120, 800 credit available 29, 520 

6. 	 24,892, 520 Demand capacity 

* 	 Considerable surplus demand existed in Group 5 after absorbing 

$ 14, 644, 940. 
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External Demand and Labor Intensive Production 

From Table 1-2 it can be observed that if all credit could be 
allocated to commodities in group one the man years of labor generated 
would approximate the larger 100, 000 ILO figure of additional jobs 
needed to absorb all of the additions to the rural labor force without 
migration. Under the demand constraints of the last section, including 
only internal markets, it appeared that only some 29, 000 man years of 
direct labor could be generated, in contrast to the possible 51, 000 to 
113, 300 of commodity Group 1. External markets are often looked to 
as outlets for products which a nation may have comparative advantage 
for producing, and though no specific treatment is given here we might 
assert that given the wage differentials between the developed and under­
developed world, Colombian would have more comparative advantage 
for a commodity where labor costs were an important factor of total 
costs of production at the importing country level of technology. In 
general, groups 1, 2 and 3 are of that type. The object of this section 
is to view some alternative impacts on the earlier demand-cpnstraint 
analysis if external markets are included. 

In discussions of the external market one should firs, 
indicate that both supply (production possibility) and demand (external) 
are important. A general sketch of overall trends in international tiade 
may give same idea of the growth of the demand side. From 1951-1965 
the value of world import.n of vegetables grew at an annual rate of .9. 7, 
and fruits at an annual rate of 6. 6%. These were the two commodity 
groups registering the highest growth rates. Cereals and oils followed 
vith 6. 2% and 5/6% respectively. The initial impression from these 
general figures is that the commodities in our commodity groups 1-4 
have favorable international trade prospects. It is also interesting to 
note that in the category of fruits, Latin American countries account 
ior 27% of total world exports, indicating considerable experience in 
production for export and marketing. It would be naive to suggest that 
because of favorable trends in international demand for the labor 
intensive commodities, one should use a demand constraint indicating 
infinitely elastic demand at a given price, for the purpolce, of planning 
short term credit allocation, While that sort of analysis inay be useful 
for assessing long run directions for resource allocat',on if is certainly 
less than relevant for short term production loans in that it essentially 
ignores the difficult questions on the supply Bide, both of production 
capacity at international standards and the marketing difficulties which 
plague entry into the export markets. 
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If the external demand were constrained only by the additional 
exports that would be demanded on the international market given the 
growth rates of international trade, the $34 million could be allocated 
without entering commodities outside Group.!. 

The positive growth of external market demand for labor 
intensive food commodities, linked with the une.-rlying economics of 

their production, Colombian factor prices and comparative advantage, 
should indicate a need for a:ather concentrated effort on the production 
and marketing problems which prevent short and long term entry by 
Colombia in these markets. 

An alternative approach to arriving at relevant implications 
of the external market is to estimate the increased production capacity 
of Colombia for those produ1cts which have favorable external demand 
trends and suggest reachable-export levels in a crude way integrating 
both the supply and the demand sides of the problem. Such a study was 
contracted by AID * and resulted in the projection of export goals for 
1971. These projections were used along with the production data for 
small farms to give a general idea of implications of a more restricted 
export demand constraint than infinite elasticity at world prices. No 
suggestion is made that this analysis is definitive, for even it ignores 
many important marketing and technological nre> :'-,s, but, it is used 

so that an order of magnitude might be given. 

If we add then, the additional -xporf. projections of the AID 
study to the earlier utilized internal market constraints, we find 
that we are able to allocate the 34 million dollars as indicated in 
Table I - 5 

* 	 Posibilidad de Exportacion de Productos Agricolas de Colombia, 

Walter Tatum, USAID. 
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TABLE I - 5 

EMPLOYMENT MAXIMIZING ALLOCATIONS OF SUPERVISED CREDIT 

CONSTRAINED BY INTERNAL AND EXTERNAL MARKET 

DEMANDS 

(Thousands of US$) 

Commodity Allocations to Allocations to meet Man-years of
Group satisfy additional Tatum additional ex- direct employ­

internal demand port projections 1971 ment generated 

1. 848 10, 047 22, 991 

2. 3,417 955 7, 161 

3. 4,140 14,673 21,460 

Totals 8,405 34, 120 51, 612 

4. 0 0 0 

5. 0 0 0 

6. 0 0 0 

The implications of Table I - 5 are that, if we allow credit todepend on the external market in a limited way, it would increase our
capacity to so allocate credit as to increase the employment generated
with 34 million dollars, from 29, 000 man years to more than 50, 000.
This increase in employment is implied by credit allocations which
need not reach below the labor intensity of the first few commodities
of Group 3. If the indirect off-farm employment generated the basison 
of the Mission estimation is added, one would arrive at the figure of 
approximately 66, 000 man years generated. 
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Labor Intensity and Profitability 

In the analysis of employment generation, profitability was used 
as a prim-ry screen, production technologies and commodity alter­
natives were not considered unless they met .he initial financial 
productivity requirements implied by the lending process of INCORA. 
The alternatives included are all financially procKuctive, and the ran­
kings of labor intensities are among the financiaiy productive 
alternatives. 

It would appear that the two rationing standards (profitability 
or labor intensity) are not entirely or even substantially contradictory. 
The twenty most profitable (return per peso invested) commodities, 
according to the 1969 figures of INCORA, include ten commodities from 
Groups, 1, 2, and 3, four commodities from our Group 4, and only six 
firom groups 5 & 6. The cont 'adiction which is often posed between 
maximizing employment generation and maximizing production is not 
at all obvious from the primary data for the agricultural sector. On­
going analysis should shed considerable light on the trade-off between 
the two goals. At this stage, there is no clear inC ,c~tion that the 
losses to production are, likely to be substantial if labor intensity were 
used as a secondary screen to allocate regiources after a certain 
minimum financial productivity requirement w,,-r. et. 

SeaPnalitv of Enmploymient in Agriculture 

No discussion of labor in agricultural production would be complete 
without reference to the importance of seasonal problems in the 
distribution of labor demand in pr':ry production a well processingas 
and marketing activities. Seasonwl"ity is a very difficult phenormenon to 
measure because it depends on 'rop mix and seasnna] variations between 
climatic subzono .. 

The seasonality of individual crops ja easier to approach. 
Seasonality coefficients have been derived based on small farm data of 
INCORA foi individual crops and these have been averaged for the 
seven crop groups used in the preceding portions of this analysis. Crop 
group 1, the group with the highiest labor intensity, also had the lowest 
seasonality coefficient, meaning that there was less difference between 
the peak labor-demand-month and the average labor-demand-month. The 
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differences between commodity groups was not dramatic, however, and no 
significant correlation appears between labor intensity and low seasonality.
It is important to realize that there was no negative correlation. In 
general, cereals had the highest seasonality of labor demand and Group 1, 
fruits and vegetables, the lowest. Group 6, livestock products, had the
 
next lowest seaaonality.
 

The commodity groups are ranked below according to the seasonality
of their labor demand. The percent indicates the portion of a full year
that a worker would be employed if this commodity were his only employ­
ment. There might be a certain percentage of the workers who would 
find full time employment in a crop whose average seasonality were 2070 
but when all the peak laborers are added, the total average for all workers 
employed in that crop should approximate the seasonality percentage shown 
below: 

COMMODITY GROUPS RANKED ACCORDING TO SEASONALITY OF LABOR 
DEMAND 

Commodity Group Percentage of Peak Labor Employment 

Group 1 42.87% 
Group 6 35. 50% 
Group 3 35.40% 
Group 4 29. 71% 
Group 2 29. 21% 
Group 5 20. 72% 

These figures overstate the seasonality of labor demanded but they do high-
Iight the extremely seasonal nature of agricultural employment. Trough
seasonal labor problems can be minimized by intelligent choice of cropping 
pattcrns at the farm and regional level, the problem remains a serious 
impediment to the generation of consistent employment opportunities in the 
rural sector. If the labor generation figures which resulted from cons­
training the employment maximization by first internal and then external 
market constraints were adjusted to reflect the seasonality of the labor 
demand, it is clear that a much larger number of men would actually be 
demanded In the rural sector than the man-years of work created. It is 
difficult to estimate how many more men would be required, but double the 
man year figure would not be unreasonable, given what is known about the 
seasonality of labor demand for the crops included in small farms. 
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2. Land Area, Use, Distribution and Tenure 

a. Area 

Colombia has a total area of 284, 500. 000 acres with 
131, 000, 000 acres in the settled portion, of which 68, 500, 000 acres 
are usable for agriculture and 62, 500, 000 acre . a-e not economically 

usable for this purpose (mountains, lakes, rivers, swamps, cities, 
etc.). The rest of the area of the country, 153, 5000, 000 acres includes 
mainly the extensive Eastern plains and Pacific slopes. 

b. Distribution of farm units by size 

In 1960 the first and only Census of Agriculture was taken; 

it found that 76. 5% of the farm units were smaller than 25 acres in size 
and represented only 9% of the area included in the enumeration; 20% 

of the units were from 25 to 250 acres in size and represented 25% of the 
area; and 3. 5% of the farm units were larger than 250 acres and 
represented 66% of the area. While there are no subsequent enumer ­

ation census data it is estimated that the total agricultural land area 

in use has increased from 67, 000, 000 acres to 75, 000, 000 acres and 

the number of farm units from 1, 210, 000 to 1, 700, ,OO. The distribution 

of area relative to farm unit size has shifted K '' in favor of the 

middle and smaller size 'inits. 

c. Land use 

The overall pattern of land use from 1969 estimate is: 

commercial crops 3. 30/o; agricultural fallow 2. 2%; natural and improved 

pastures 18. 2%; cities, towns, roads, etc. 2. 9%; rivers, forests, lakes 

and swamps 4. 7%. The remaining 68. 7% is not in agricultural use. There 

are three identifiable movements underway which affect the use 

distribution. They are: colonization, the settling of lands not in use 

(moving some of the 6F. 7% into pastures and crops); conversion of 

natural grass into cro:o lands; and more intensive utilization to reduce 

the amount of fallow lands (through irrigation, drainage etc. ). Coloniza­

tion offers the hest opportunities to extend the agricultural land area; the 

other efforts are use-intensification measures. INCORA programs focus 

directly on those measures which change the land use pattern through land 

UNCLASSIFIED
 



UNCLASSIFIED
 

-44­

distribution (public lands) 
or redistribution (acquisition and titling ofprivate lands) and thus reduce the degree of concentration of total
relative to 

area 
size 	of farm unit. 

d. 	 Tenure
 

Tenure is 
 the 	legal basis for possession and occupancyand 	occurs in various forms. Title, of course offers the 	most absolutesecurity, but relatively few titles had been eetablished prior to the advent
of agrarian reform. 

Over the 110 years from 1852 through 1961, when theAgrarian Reform Law was 	passed, only 	about 80, 000 official titles toland 	were issued. Yet, from 1962 to 1970, INCORA granted 115, 000titles to 7. 7 million acres. It is expected that between 1971 and 1975
up to 30, 000 titles per year, 
 or 150, 000 titles covering some 8, 8million acres will 	be granted. Under this assumption, more than 16million acres will have been titled by INCORA to 265, 000 farmer­owners between 1962 and 1975. Thus, the acceleration in the rate of
increase in titling would be substantial. 

In addition to the formal issuance of title, many
titles pass through various stages of subdivision. 
 This 	is accomplishedthrough a purchase-sale contract and 	an escritura duly recorded, whichserves as a title. For 	example, a royal grant title issued in 1794 for
122, 000 acres has been subdivided through the years to 
72 owners as1964 	 (average unit size 1, 700 acres). 
of 

This 	is a straightforwarddistributional process, although squatter occupancy may occur at anyof the stage:s of sub-division leading to the complications and conflicts

,nherent in ''squatters' rights".
 

If titling before and after Agrarian Reform has createdsome 200, 000 titles to date, the vast gap between this number and theestimated 1, 7 million farm-units raises fundamental questions. 

In attempting to relate the 	number of titles to thenumber of farm units, however, two problems emerge. One 	is thelack 	of data on the number of escrituras issued and current throughoutColombia at any given time. The other is the looseness of census 
definition discussed below. 
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The 1960 Census shows that: 

(a) 62% of the farm units (755, 000) with 72% of the 

land area used were considered "PROPIAS" according to the tenural 

definition of the Census. 

(b) 23% of the farm units (282, 000) with 7%6 of the 

land area used were rented or sharecropped, thereby implying existence 

of title or other secure tenural form sufficient to grant leaseholds, 

(c) 4% of the farm units (47, 000) with 12% of the land 

area used were occupied without tenural form, 

(d) 11% of the farm units (IZ5, 000) with 8% of the land 

area used have some other form or forms of tenural arrangements which 

probably derive from custom or tradition. 

The Census defines "PROPIAS" as private property that is 

land of the producer (farmer) with title, or without title: (a) if the land 

is permanently rented, rented for long term, or rented with terms 

varying from 30 to 99 years at a nominal rent or (b) if the land is without 

legal title or long term contract rental, but the producer occupies it 

peacefully and without interruption for over 30 ye;-rc without paying !-en*. 

Such coverage is so inclusive that it is almost meaningle~s 

for analytical purposes. 

By deduction from the Census it is highly likely that the 
It is also likelyrented or sharecropped lands have title or escritura. 


that many of the "PROPIAS" units have title or escritura tenure.
 

Probably most of the two remaining groups have a weak or legally non-


This leaves the clear impression that the existingexistent tenural base. 

forms of tenure are inadequate and thus may impair various essential
 

prerequisites to development.
 

The commonly ascribed benefits of an adequate tenural 

that they provide:structure and system are 
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(a) The psycological feeling of security of ownership, 

(b) The basis for economic allocation of resource at 
least in part through resource pricing, 

(c) The basis for extension of credit, 

(d) The basis for taxation or assigning other
 
fixed obligation against property.
 

(e) The opportunity for farmers to change location or 
employment in response to economic alternatives. 

The question of whether or not existing tenural forms in
 
Colombia are, in fact, adequate 
to provide those benefits should be
 
examined objectively. The findings of such an examination should be
 
compared with the land reform program of INCORA which is defined
 
and executed according to law. From that comparison the INCORA 
program might be reshaped to become more comprehensive, with 
greater clarity in definition and purpose, possibly with more simple 
procedures and with a broader basis of support. 

3. Marketing 

a. Price Stabilization Program 

The GOC agricultural price stabilization program is 
oriented toward a prime objective of maintaining a level of prices that 
will assure the necessary increases in production to satisfy an expanding 
domestic demand and to :ncrease exports of selected commodities. 
However, the level of agricultural floor prices are also designed to 
maintain stable prices for basic consumer goods as part of an overall 
economic stabilization effort. 

For a number of years IDEMA and its predecessor INA 
have carried out price stabilization operations on ielected storable 
commodities. The level of floor-prices have usually been announced 
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at planting time. The price stabilization agency has attempted to buy all 

of the product offered by farmers at the floor price. The announced 

prices have intentionally beer. somewhat below the anticipated open market 
pric-e 'a order to encoura, Liw,,- crnnumer. '... .or to handle the bulk of 

the co.- nodities. At the same tir.e however, they have been set high 

enough r, cover the farmeral prodr,:tion costs and allow enough profit to 
keep stimulating production. Thus the idea has been to maintain a 
guaranteed floor price to farmers, to protect them against the possibility 

of seasonal price fluctuations as . result of temporary excessive supplies 
or unexpected shifts in dcemand. 

For many yeai : the effectlceness of the price e'.alization 
operations were hampered by a lack of public storage facilities and public 

funds with which to buy commodities. !t was not always possible for far­

mers to sell their products to the price stabilization agency during the 

critical periods of harvest. in 1964, the COC contracted for a major 
economic and engineering study of marketing and storage facilities. 1. 

Related studies were conducted by INA, the National Market-g Int­
titute, and ILMA, the Latin American Institutce for Agricultu:a. 

Marketing. 2__/ Based upon these studies there has been a continuing 

program to substntially expand public facilities for grain storage 

(Exhibits 10 and 11 in Annex I) . Currently an IDB loan is supporting a 

50 percent increase in IDEMA storage capac;ft" over the period 1970­

1973. The program to expand public storage facilities also involves a 

major technological shift to modern facilities for cleaning, drying, 

classifying and mixing grains using bulk handling methods. If properly 

managed, the new faciliti;es will reduce losses and facilitate the price 
stabilization efforts of IDEMA. 

1 / 	 Weitz-He tte sat-"r "Marketing and Storage Facilities 

for Grain and TxO< ro ,- is' - Colombia' - 1965. 

_ 	 INA, "P ',io, de Plantas de Silos Tipica Para Almacena riento 
de Arrfo-., o Trigo", 1964. 

ILMA, "Feasibility Study for the Enlargement of INA's Grain 
Storage Network", 1964. 
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Although IDEMA has been maintaining floor prices for some10 storable basic commodities (sesame, anis, rice, barley,peas, beans, 
corn, potatoes, sorgo and wheat), 87 percent of total purchases during
the1968-19V0 period were concentrated in three cnrnodities, rice, corn,
and wheat. IDEMA purchases as a percentage of total national production
were highest on wheat (17 to 40 percent). (See Annex I, Exhibit 11).

Rice purchases we re exceptionally large (21 
 percent of production) in 1969,a year when storage stocks that had accumulated from previous years put
downward pressures on prices. Purchases of corn have ranged from 2 to7 percent of total production while bean purchases reached 13 percei. of 
production in both 1968 and 1969. 

The available data are not sufficient to support a definitive
evaluation of the agricultural price stabilization program. However,
certain observations seem warranted based upon the information at hand
including a recent consulting report by qualified AID - supported grain

marketing specialists from Kansas State University. I/
 

1. With the completion of present constructiol projects,

the lack of suitable storage facilitiet4 should cease 
to be a serious

limiting factor in carrying out price stabilization operations for basic,

storable grains. 
 To the extent there is still a facility problem it is
probably in the interior, 
primary assembly market locations where

farmers may still be long distances from IDEMA buying points. 
 Hence,additional satellite buying stations may be needed to complement the silo
 
type facilities in the larger assembly 
centers. 

2. According to the Kansas State University Report,
"effective utilization of modern silo facilities appears to be a 	major
problem in Colombia and one that will tend to worsen as the additional
facilities in the long-range plan come into operation. If the utilization
problem is not corrected, the privately-owned silos, such as ALMACENAR,
will have to be closed, and the IDEMA and INAGRARIO silos will not 

1/ 	 Richard Phillips and Harry B. Pfost, "Observations and 
Recommendations for Improving Grain Storage and Marketing
in Colombia", Food and Feed Grain Institute, Kansas State 
University, Report No. 20, December 1970. 
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produce sufficient revenue to amortize the IDB loan to Colombia" 
The KSU consultants offer the following 2/ recommendations to 
increase silo utilization: 

(1) Development of a public grain warehousing system. 

(2) Integration of grain merchandising with custom storage. 
This might require that IDEMA either lease facilities to private or 
semi-public entities or become involved in grain merchandising other 
than price support and import operations. 

(3) Shift toward bulk handling of grain with an official agency 
to supervise the weighing and grading operations. This would permit 
comingling of grain placed in storage by different owners. 

(4) Development of an analytical and managerial capacity to 
coordinate grain movements through the silo network. This should be 
supported by improved information and statistical services and a 
continuing program of personnel training and external consulting 
services. 

b. Internal Rural-Urban Product Marketing Systems. 

The increasing concern of GOC officials over problems 
of agricultural market organization can be attributed to several factors 
including the following: 

(1) The realization that effectively organized markets for 
both, products and inputs will be needed as part of the public effort to 
expand job opportunities in agriculture and raise incomes of small 
farmers. 

.2/ Op. cit., p. 15. 
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(2) The rapid shift of population from farms and rural 
villages to larger urban centers, thus greatly increasing the demand for
 
marketing services.
 

(3) The dissatisfaction of the lower income groups as 
expressed in the 1970 national elections. Since food is the largest 
item in the low-income family budget, reductions in food costs and 
improvement in marketing services could contribute greatly to the 
chances of social and political stability. In the aggregate, about 40 to 
50 percent of total expenditures by urban households goes for food. 
But the poorest one-half of the urban families are spending 60 to 80 per­
cent of their income for food, leaving relatively little for other goods and 
services. Approximately 40 to 50 percent of the urban consumers food 
outlay is attributable to marketing services involved in assembly, 
processing, storage, wholesaling and retailing. 

A brief diagnostic description of the food marketing 
system serving the city of Cali will illustrate the nature of the market 
organization problems. These observations are drawn from a compre­
hensive study of the Cali urban food distribution system and the commodity 
production-distribution systems that link Cali with rural areas. 1/ 
Although there are regional differences in food production and consumption 
patterns, the basic structure of the marketing systems and the inztitutional 
settings are quite similar among the various Colombian cities and their 
related food supply areas. 

The bulk of the food reaches Cali consumers through 
about 9, 000 small retail outlets. There is an average of one retail food 
outlet fcr every 15 households. Food purchases by type of retail outlet 
were as follows for a representative sample of Cali households: 

1/ Harold Riley, Kelly Harrison et. al., Market Coordination in the 
Development of the Cauca Valley Region - Colombia, Research 
Report No. 5, Latin America Studies Center, Michigan State 
University, East Lansing, 1970. This study was financed jointly 
by the GOC and AID and was carried out by a project staff composed 
largely of Colombians under the direction of Michigan State University 
staff members operating under a Regional AID Contract (La-364). 
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Type of Outlet Percent of Purchases 

Personal Services Stores 55 
(Tiendas and Graneros)
 

Public Market Retailers 20 
(Puestos and mobile vendors) 

12Specialized Outlets 
(meat, poultry, dairy and 
bakery products) 

13Self-service Stores 
TOTAL 100 

Because of the limited line of products handled by neighborhood stores 

and the inconvenience of the public markets, most consumers spend much 

time shopping for food. While public markets tend to offer lower prices 

and a better variety, the cost of transportation and time spent in 

searching these markets make it impractical for many of the lower 

income families to shop there. Consequently, they use nearby stores 

to be higher and products are of lower quality.where prices tend 

ofRetailers, like consumers, also spend large amounts 

time buying, assembling and transporting products to their places of 

business. Individual wholesalers handle relatively few products and offer 

few services to the retailer other than product availability and short­

term credit at high interest rates. Most products are ungraded so the 

retailer usually finds it necessary to inspect each purchase. Consequently, 

early each morning thousands of small retailers converge on the whole­

sale market areas to search for their supplies and then arrange 

transportation to haul their purchases back to their stores. The 

physical congestion of vehicles and people in wholesale markets adds 

unnecessary costs to the food distribution system. Poor handling 

practices also contribute to significant losses of perishable products 

and unsanitary conditions which create health risks for consumers. 
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Many food processors find it impractical to use the existing system 
of food wholesaling to distribute their products. Hence, these processors 
have organized their own systems of distribution with trucks de-livering 
small quantities of products to thousands of tiny retail stores. The unit 
costs of this type of distribltion system is obviously very high. 
Improved vertical coordination of the commodity production-distribution 
systems which supply the large urban centers is also needed. The assem­
bly function is costly because it often deals with the collection of very

small quantities of poorly sorted products. 
 It is risky because of the
 
uncertain quality and the uncertainty of finding a profitable market. The
 
channel from farmer to urban wholesaler may involve several transactions 
and considerable physical handling of the product. This ig especially true 
of the fruits and vegetables. Furthermore, farmers and assemblers
 
may not be able to successfully introduce improved practicep,such as
 
grading and packaging, without the cooperation of urban wholesalers.
 
Hence, modernization of urban food distribution systems may provide
 
greater economic incentives for improvements in assembly market
 
operations. This points up the high degree of interdependency between
 
the different stages in the production-distribution process and the need
 
for pricing procedures and information flows that will effectively 
coor­
dinate the various stages in the operation of the food system.
 

The Cali study 2/ identified several conditions which serve as
 
constraints to the development of a more effectively coordinated 'ood
 
marketing system. Some of the principal constraints tro the following: 

(1) A pervading attitude of distrust and antagonism toward 
intermediar'es that is reflected in government policies of direct
 
intervention n marketing, the procedure for enforcing price controls
 
and the rules against speculation. 

(2) The lack of technical assistance, specialized training and 
credit programs to stimulate innovative behavior and improved 
performance in private foodsector marketing activities. 

2/ Op. cit., Chapter 7, pp. 346-62. 

UNCLASSIFIED 



UNCLASSIFIED 

-53­

(3) The existence of specific laws and regulations which appear 
to have undesirable effe,-ts on the utilization of capital and labor resources 
in food marketing. The se include labor codes, sanitary regulations, 
licensing procedures and price controls. 3/ 

(4) The prevalence of structural, attitudinal and knowledge 
constraints to innovative behavior among food marketing participants. 
The existing urban food retailers find it difficult to enlarge their businesses 
given the fragmented wholesale system, and the limited knowledge of 
retailers on how they might improve their operations. Small wholesalers 
and retailers, like small farmers, live close to the level of subsistence 
hence they cannot command significant amounts of credit nor are they 
willing to risk large losses. Even managers of larger firms who have 
access to capital, evidenced a conservative attitude toward the development 
of new markets and new products. 

(5) The lack of reliable and timely information on agricultural 
production, prices and product flows over time and space. Programs 
have recently been undertaken to improve the basic agricultural statistical 
services of DANE and the current price information services of IDEMA. 
High priority should be given to the improvement of both the collection and 
rapid dissemination of this information to governmen; agencies and private 
sector users. 

The transport system is an additional barrier to effective 

coordination of regional and national markets. Many of the existing 
agricultural areas are poorly connected with the national highway net­
work and there are relatively large areas of potentially productive 
agricultural land that remain relatively inaccessible because of the lack 
of penetration roads. 4/ 

3/ 	 Op. cit., Chapter 6, pp. 315-23. Some important observations on 
labor laws were made in the ILO report, Towards Full Employment, 
Geneva, 1970, pp. 185-212. 

4/ 	 Ministry of Agriculture, "Memorla July 1969 to July 1970", Bogota. 
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Further analysis seems to be needed to identify projects where road 
extensions and improvements would yield the higher returns. Also, 
it would be desirable to explore the possibilities of usiiig more labor­
intensive methods of constructing rural roads in areas where under­
employment is prevalent and the potential benefits of improved roads 
justify the additional investments. 

One of the principal recommendations th*aat grew out of
 
the otudy of rural-urban marketing systems in the Cali area was to
 
create a semi-public regional marketing entity to coordinate the
 
development of a more modern food distribution system in Cali and 
its related rural food supply area. Such an agency has been organized 
in Cali and a girriilar program is also being carried forward in Bogota. 
The general pattern of activities projected by these agencies is
 
described below.
 

(1) Assessment of needs for food wholesaling and 
processing facilities, and preparation of feasibility studies and detailed 
plans for constructing and financing of these facilities. 

(2) Supervision of the construction of wholesale food
 
m4.rketing facilities, leasing of space bo private sector occupants, and
 
general management of the wholesale center operations excluding the
 
actual purchase and sale of commodities. 

(3) Provision of technical assistance to private enter­
prise to stimulate the development of a more efficient and progressive 
system of wholesaling and retailing. These activities to be sup­are 

ported by supervised credit program involving the regional marketing
 
development agencies and banking institutions. 

(4) Stimulating improvements in commodity marketing 
channels extending from urban wholesale buyers through rural assembly 
operations and back to producers. This activity would require 
coordination with other public agencies auch as ICA, INCORA and the 
Caja Agrairia. 

This approach to introducing some major changes in 
the internal food marketing system represents a significant policy shift 
and is somewhat controversial. However, the Presidential Committee 
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appointed to evaluate the agrarian reform program strongly recommended 
this regional approach to marketing improvement as the most rapid andefficient way to benefit simultaneously rural producers and urban 
consumers by reducing marketing costs. I 

c. Processing of Agricultural Products 

There are wide differences in the organizational

structure of processing activities for the principal agricultural

products. There are relatively large, capital intensive units that

manufacture refined sugar, 
 cotton 	yarns and textiles, vegetable oils,
chocolate, powdered milk and selected grain products such as corn starchand malt for the brewing of beer. Flour and rice mills are mostly
intermediate in size. The processing of meat and dairy products (other
than livestock slaughter and milk pasteurizing), baking and pasta

manufacturing is predominantly by small firms. 
 There 	are a few mediumto large fruit and vegetable processing firms but most of these perishable
products move directly to consumers as fresh produce. 

A 1969 study./ of food processors revealed the following

problems that serve as constraints to the expansion of processing
 
activities:
 

I. The shortage of sufficient volumes of suitable
materials severe 	

raw
is a limiting factor affecting fruit and vegetable
 

processing.
 

2. High packaging costs affect all processors using metal
and glass containers for finished products. At current prices the
 
containers are frequently more costly than the 
raw products placed in
them. The price of the processed product is often beyond the
purchasing power range of most medium and low income families. 

/ 	 Informe de la Comision Evaluadora de la Reforma Agraria,
January 30, 1971, p. 155. 

_2/ 	 PIMUR, Market Coordination in the Development of the Cauca 
Valley 	Region - Colombia, 1970. 

UNCLASSIFIED 



UNCLASSIFIED 

-56­

3. The lack of an efficient wholesaling system to assemble 
processed food products from manufacturing firms and distribute these 
products to individual retail outlets. 

4. Price controls on a number of processed foods require 
manufacturers to sell at a fixed price throughout the country. This make 
it unprofitable to expand sales in distant market areas and may restrict 
the opportunity to achieve scale advantages in manufacturing. 

5. Small and medium-sized food processors often cannot 
obtain adequate credit to finance operating expenses and capital invest- ­

ments. Large firms were generally able to meet their financial needs. 

6. Small and medium-sized firms also found it difficult 
to obtain competent assistance on technical and management problems. 

It would appear that the current efforts of the GOC to 
expand employment should include actions to stimulate the development 
of efficient and progressive food processing operations. In many 
instances the processor can serve a critical role as the promoter and 
coordinator of an integrated production-processing and distribution 
system for specific products in a particular geographic area. The 
processor may provide technical assistance and help the producer 
obtain the credit needed to purchase inputs. 

Public agencies, such as ICA and INCORA, might be able 
to increase their effectiveness through cooperative research and extension 
activities involving food processing firms. This would seem to be es­
pecially important in "pilot project" areas where attempts are being made 
to stimulate the production of labor intensive fruit and vegetable products 
for both domestic and export markets. 

d. Agricultural Input Marketing 

As economic development occurs the manufacture and 
distribution of farm production inputs such as fertilizers, improved 
seeds, pesticides, machinery and feed concentrates becomes an increasingly 
impprtant component of the agrickltural production process. The more 
general aspects of the production and farm utilization of agricultural 
inputs is discussed later in this paper. Hence, only selected aspects of 
the distribution system will be covered at this point. 
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Public agencies are heavily involved in the distribution of
agricultural inputs. The Caja Agraria, a Government-backed agricul­
tural development bank, operates 13 distribution centers and 435 farmsupply stores. The Caja's agricultural input division was established in1952. to make supplies more broadly available to farmers at the lowestpossible prices. By 1970 total retail sales through Caja stores had risento U.S. $25 million. More than one-half of its sales were in fertilizers, 
drugs, and agricultural chemicals. 

Some of the large producer associations (coffee, rice,
cotton) operate distribution systems for major farm inputs 
such as seeds,fertilizer and agricultural chemicals. INCORA ha3 organized 30 local
 
cooperatives which operate farm supply outlets.
 

In retrospect, there is much evidence to indicate that the
Caja Agraria agricultural input program has made 
significant contributionsto the development of Colombian agriculture. Among those contributions
has been the development of technically-sophisticated and reasonably
efficient processing and distribution systems for improved and certifiedseed , The opening of retail farm supply stores and related credit

facilities no doubt increased the availability and use of technical farm
inputs during a critical period in the development of Colombian agricul­
ture.
 

However, given the emergence of a strong commercialfarming segment in the agricultural sector and the establishment of viable

private sector manufacturers 
and distributors of most farm inputs, it may be an appropriate time to re-examine the future role of the CajaAgraria's agricultural input supply system. The present GOC agriculturalpolicies would suggest that the Caja input program might be revised tofocus greater attention toward supplying inputs to areas where specialagricultural development programs are being carried out and where these
efforts are not likely to be adequately serviced by the private sector.Existing retail outlets in the more developed agricultural areas could besold to private sector operators or in some instances these outlets might
be converted into local cooperatives. Obviously such a reorganization
of the Cajats operationa should be preceded by an appropriate feasibility
study to support any policy decision that might be made by the directive 
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council for the Ministry of Agriculture and the management of the Caja 
Agraria. 

Improved Seed -- Colombia has a well developed and reasonably 
efficient production-distribution system for improved seed. ICA is 
primarily responsible for developing new varieties. Seed stocks are 
multiplied, processed and distributed by Cresemillas (a Caja Agraria 
enterprise). Proacol (a private corporation) and a series of commodity 
organizations (rice, barley, cotton, tobacco). 

The availability and use of improved seed has expanded rapidly, 
especially in crops produced for commercial processing, By 1967 
more than 80 percent of the land area planted to soybeans, grain 
sorghum, tobacco and cotton was planted with improved seed. A much 
lower percentage of the land area devoted to traditional crops such as 
corn, beans and potatoes was being planted with improved varieties. 

According to a 1969 study the existing plant capacity for seed 
processing could support at least two to three times the volume of 
product being handled at that time. (Table 1-6). Also, since 1969 
there bas been further expansion in the facilities of Cresemillas, with 
a major addition to the Cauca Valley plant. 

TABLE I-6 

PLANT CAPACITY FOR PROCESSING AND HANDLING IMPROVED 
SEEDS FOR MAJOR GRAINS AND LEVEL OF PLANT UTILIZATION, 

COLOMBIA 1968 

Plant Capacity Production Percent Plant 
A ency or Entity (Tons) (Tons) Utilization 

Cresemillas 32, 000 8, 566 26.8 
(Caja Agraria) 
Fedearroz 46,000 9,016 Z4.6 

Procebada 7,200 2, 102 29. 2 
Agrosoya 3,000 831 27.7 
Proacol 2,700 1,817 67.3 

Source: 	 Market Coordination in the bevelopment of the Cauca Valley 
Region-Colombia, ReB. Rept. No. 5, .at. Amer. Studies 
Center, Mich. State Univ., 1970. p. 227. 
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Cresemillas is the price leader on the seeds which it
 
handles, in competition with the private entity, Proacol. However,
 
it appears that the private firm is providing effective service and
 
product quality competition with particular success in serving the
 
larger commercial f~rmers.
 

To the extent that there are significant constraints in
 
the production and distribution of improved seed they are centered
 
in three activities: (1) the continued process of developing new cirop
 
varieties adaptable to the wide range of climatic conditions in Colombia;
 
(2) maintaining adequate quality controls in the multiplication and 
distribution of "certified" and improved seed; and (3) the wider
 
distribution and use of improved seed by medium and small farmers in
 
combination with technical assistance, credit and other complementary
 
inputs that would contribute to the profitability of the added costs of
 
improved seed.
 

Fertilizers -- The fertilizer industry has developed 
rapidly in Colombia. Nitrogen fertili7ers are produced domestically 
by three plants on the North Coast -- AMOCAR, owned by Esso 
International; FERTICOL, a mixed economy corn.pany; and MONOMEROS, 
jointly owned by the governments of Colombia ;.nd Venezuela. Much of 
the rock phosphate and all of the potash raw or 4itermediate materials 
are imported. There are four large mixing and blending entities--
ABOCOL, an Esso International Corporation, SUIFACIDOS, MONOMEROS 
and the Caja Agraria. 

It appears that Colombia now has sufficient nitrogen pro­
duction capacity and fertilizer mixing and blending ca pacity to 
adequately satisfy likely demand through the 1970's .7_(Tables '1-7 and 1-8) 
(Detailed information on fertilizer production and use appears in Section 
5 of this paper. ) 

Fertilizer pricing appears to be effectively competitive, 
with the Caja Agraria acting as a price leader through its semi-annual 

1 / I. W. McCarmey and D. R. Waggoner, "Engineering Evaluation of 
Selected Fertilizer Production Facilities in Colombia" Tennespee 
Valley Authority, Bulletin Y-10, Aug. 1970, Prepared for AID. 
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negotiations with suppliers. The level of fertilizer prices has continued 

to be slightly higher than in the U.S. but there is a possibility that 

fuller utilization of production and mixing facilities may lead to modest 

cost and 	price reductions. 

TABLE 1-7 

ESTIMATED AMMONIA PRODUCTION CAPACITY FOR FERTILIZERS, 

COLOMBIA 

Producer 1969 1970 1971 1972 

Thousands Metric Tons 

AMOCAR 100 125 130 130 

FERTICOL 12 15 20 	 20 

MONOMEROS - - 5 30 	 45 

TOTAL 112 145 180 195 

Source: 	 Tennessee Valley Authority Bulletin Y-10, Engineering Evaluation 
of Selected Fertilizer Production Facilities in Colombia, 1970, p. 4. 

TABLE 1-8 

ESTIMATED PRODUCTION CAPACITY, MIXED FERTILIZER, COLOMBIA 

nt:ity 	 1969 1970 1971 1972 
Thousands Metric Tons 

ABOCOL 125 125 135 150 
CAJA AGRARIA 38 80 90 100 
SUFACIDOS 35 45 50 60 

MONOMEROS - 18 80 170 

OTHERS 34 54 64 64 
TOTAL 232 3ZZ 419 544 

Source: (Same as for Table 1-7 above -, p. 5) 
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The transportation of fertilizer from north coast plants to interior 
agricultural areas is costly and sometimes poorly coordinated with 
seasonal needs of farmers. Consequently, local retail outlets are 
frequently out-of-stock while at other times inventories are very large. 
Farmers might be better served and costs actually reduced with better 
inventory control and more careful scheduling of deliveries. Forward 
sales contracts with farmers, especially the larger operators, could 
also reduce uncertainties and lower distribution costs. _/ There are 

continuing complaints about the poor quality of mixed fertilizers. Samples 
taken by AID-sponsored consulting experts from the TVA confirms the lack 
of quality control. Z7 

Pesticides -- Most of the pesticides distributed in Colombia 
are produced by foreign-owned firms with imported raw materials. 

Solvents and emulsions for pesticides are produced in Colombia but there 
have been problems with the quality of these materials. 

On the basis of an industry survey made in 1068, it was 

estimated that existing producing firms were operating at 40 to 50 percent 
of capacity. 3/ Manufacturers indicated they were having difficulties with 

import permits for raw materials and that retail price controls had 
squeezed the profit margins in their operations a, well as for retailers. 
As a result some products were being dropped and production quality 

standards were being adjusted on other items. 

Pesticides are widely used by commercial producers of 

grain, cotton, potatoes and certain fruits and vegetables. Herbicides are 

1/' Market Coordination in the Cauca Valley Region, Colombia p. 263. 

2/ Mcrarmey and Waggoner, op. cit., p. 19. 

Market Coordination in the Development of the Cauca Valley-
Colombia, 1970, p. 246. 
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used extensively by rice, wheat and barley producers. 

About one-half of the pesticides are distributed through 
the Caja Agraria and the various farmer federations (rice, cotton, etc.).
Several of the larger manufacturers maintain their own agronomist 
salesmen who make direct contacts with the larger farmers and offer 
technical advice on pesticide applications. These salesmen also call 
on other, publicly employed agronomists to promote their firm's 
products and to pass along technical information. The manufacturers and 
their distributors are also making extensive use of newspaper advertising 
and other means of promoting their products. 

Farm Machinery -- Agricultural production is highly
 
mechanized in some of the more productive, relatively levhl valleys
 
of Colombia where 
commercial production of grains and cotton is being
carried out on medium to large farms. For example, in the Cauca Valley
it is estimated that bver 90% of the cultivated acreage is under tractor 
powered cultivation. However, in the mountainous areas where a very 
high percentage of rural population is located there has been relatively

little application of tractor power 
or even animal drawn cultivation
 
equipment. ICA has recently devoted considerable effort toward the
 
development of a small tractor but this has 
not as yet been produced

and distributed on a commercial basis. Foreign firms have also been
 
investigating the possibilities of expanding sales of small tractors in
 
Colombia.
 

Historically, a very high percentage of the farm machinery

has been imported. However, since 1964 there has benn 
an attempt to 
eo;cand local production of replacement parts and cultivation equipment 
such as plows, discs, harrows, planters and row-crop cultivators. 
Dornestic production of agricultural machinery received import protection 
and credit assistance. However, product quality has often been subject 
to criticism by farmers and prices are frequently higher than comparable
inported items. (Agricultural machinery is discussed further in Section 
5 below). 

Tractors and other major equipment items are being
imported on favorable terms. Import duties on tractors are only 2 per­
cenc. In order to encourage importation, the Caja Agraria provides an 
import clearance and financing service to certain qualified private 
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distributors. The distributor 	 own forcan also make his arrangements

importation. In either case, a 
gross margin of 37 percent of the equipment 
purchase price is the maximum permitted by government regulation. This 
has the effect of establishing an upper limit on retail prices. 

There appear to be adequate arrangements to facilitate the 
import 	of tractors and other major equipment items. However, interviews 
with farm machinery distributors and farmers indirate that the ordering 
of spare parts is less satisfactory. Consequently, there are frequently 
serious delays in repairing equipment. To cope with this problem some 
farmers maintain extra large tractor and equipment inventories. I/ 

Feed Concentrates --- Feed concentrate production has
 
increased rapidly in recent years with over 
70 percent of the production 
capacity being owned by three firms. About 90 percent of the raw 
materials are domestically produced. Imported ingredients are primarily 
fish and animal protein meals, vitamins and other minor ingredients. 
Occasionally, small amounts of basic feed grains (corn and sorghum) are
 
imported by IDEMA to alleviate temporary domestic shortages.
 

Feed concentrate prices have been relatively high reflecting 
the high cost of feed grains in the protected local market. During 1969,
domestic corn prices were 50 to 60 percent above the world market 
prices, and the gap was even wider in 1970 when fer-d grains were in
 
short supply in Colombia.
 

A large proportion of the feed concentrates go into poultry 
and egg production with lesser amounts being used by milk and pork 
producers. Several of the larger poultry and egg producers have been
 
installing their own feed mixing equipment to realize lower costs and
 
higher 	quality products. 2/ 

The channels for distributing feed concentrates to commercial 
poultry and dairy producers are reasonably well developed. Large buyers 
are often served directly from the feed mills while smaller, and more 
distant 	buyers are serviced through independent distributors. 

1/ 	 Market Coordination in the Development of the Cauca Valley 
Region - Colombia, 1970, p. 253. 

2/ 	 PIMUR, Poultry and Egg Production and Distribution in the Cali 
Area, 1970. 
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The Manufacturers and distributors provide considerable 

technical assistance through feeding demonstrations and direct consultation 

with buyers. Feed concentrates can also be purchased through small 

farm surply stores in rural trading centers. 

There are two problem areas in the production and distribution 

of feed concentrates. By far the most important is the high cost of 

domestic feed grains and the uncertainty of supplies. The other problem 

concerns the maintenance of quality control which is aggravated by the 

scarcity and high prices of basic raw materials. ICA is the agency 

responsible for supervising quality controls. 

e. Export Marketing 

The expansion of non-traditional (minor) exports is 
Plan for Social and Economica high priority goal of the GOC. The 1970-73 

a Z0 percent annual growth rate in non-traditionalIDevelopment projected 
exports. Subsequently, on April 13, 1971, the GOC announced a more 

than 40 percent perambitious goal of expanding minor exports by more 

year over the next three years. I/ 

During the past three years (1968-1970) traditional 

,xpo rts (coffee and petroleum) provided about two-thirds of total export 
and early 1970, a"arnings (Annex I, Exhibit 13). During late 1969, 

sharp increa,je in world coffee prices boosted the dollar value of 

By late 1970 and early 1971 New York coffeeColombian coffee exports. 
cents per pound to lessprices had fallen back from the peak of about 57 

.han 30 cents. This downward 3djustment in coffee prices has created 

* o-'eiter ienae of urgency concerning efforts to expand minor exports. 

From 1968 to 1970 agricultural and forestry products 

have accounted for a out two-thirds of all minor exports (Table 1). 

I.uring this three year period these minor"agricultiral exports have been 

ncreasing about 10 to 15 percent annually. 

El Tiempo, April 13, 1971. 
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Some estimates of the possibilities for expanding exports of 
specific agricultural commodities are summarized in Exhibit 14, of 
Annex I to this paper. Based upon these estimates it seems probable
that annual increases in exports of bananas and tobacco will be no more
than 5 percent; sugar, as much as 10 percent; beef, cotton, fresh fruits 
and vegetables, and oilseed meal as much as 20 percent. Much higher 
rates of growth might be realized for forest products, seafoods, flowers, 
fresh fruits and vegetables. 

The actual expansion of minor agricultural exports will
 
depend upon many factors. For basic commodities such as cotton,

and olseed meal it is mostly a problem of expanding output and sales
 
at competitive world market prices and for sugar at U. S. quota or 
world sugar agreement prices. These are relatively standardized products
for which there are established export marketing arrangements. For many
of the other products there will need to be aggressive, well-coordinated 
efforts to identify export market opportunities and to organize production, 
processing, and transportation systems that wi satisfy the specific exporl
market demands and stimulate the necded volume of output. 

The GOC has initiated several program activities to stimulate 
exports. PROEXPO is a national agency created in 1968 for the 
promotion of exports. To date muph of the Agency '- efforts have been
 
devoted to the promotion of manufactured products in potential foreign

markets and to direct assistance to Colombian firms attempting to arrange
 
export sales contracts. The government also provides a significant
and recFx]tly improved subsidy to minor exports through a 15 percent tax
 
credit (CAT).
 

Within the agricultural sector IDEMA has been given broad
 
responsibility for developing 
new export outlets for agricultural products.
This includes authority to finance producer associations and to create 
export marketing commissions that would carry out ccordinated commodity 
export programs. These commissions would be allowed to execute export 
contracts and to carry out all the functions necessary to fulfill the contracts. 
To date, IDEMA has organized an export commission to expand beef exports.
During a twelve-month period beginning in September 1969, IDEMA has 
exported 85, 000 head of live cattle under a contract with the Peruvian 
Government. An additional 105, 000 head have been contracted for delivery 
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during a 16-month period that began in October, 1970. Meanwhile, 
government backed private firms have been exporting chilled beef to 
Peru, and certain Caribbean islands. Some frozen beef has been 
shipped to Spain. In addition, there continues to be a significant volume 
of unregistered cattle exports to Venezuela (variously estimated at 
100, 000 to 125, 000 head per year). 

It appears that the major constraint on beef exports has 
been the slow rate of expansion in domestic output (about 3 1/2 percent 
per year when adjusted for cyclical movements) while domestic demand 
has been increasing at about 5 percent per year. It appears that 1966-68 
was a period of cyclical reduction in cattle slaughter. A cyclical 
expansion in slaughter which began in 1969 should continue through 1971 
or possibly 1972 if past cyclical patterns are repeated. Unless thczre are 
significant improvements in beef production efficiency during this period, 
it will be difficult to continue expanding beef exports without experiencing 
higher domestic prices. There are other constraints on beef exports 
including, the presence of aftosa in many of the Colombian cattle herds. 
'I!ihis r)j sease not only hampers output expansion but also makes it 
impossible to sell live cattle, chilled or frozen beef in the United States 
and to other aftosa-free market areas. The GOC is continuing to wage a 
vigorous campaign to erradicate foot and mouth disease with IDB 
'ixancial assistance, but this is an extremely long-term undertaking. The 
.Thortage of adequate slaughtering facilities and the unsanitary handling 
p actices in many existing plants has also been a constraint on Colombian 

f exports. hlowevcr, some flew facilities have been constructed ,?.nd 
addrlciitional investments in slaughterhouses are under consideration, pert 
:f which are being financed by an AID project loan. 

It is generally recognized that an expansion of L- ef exports 
rill contribute relatively little toward the creation of addit-rnal employ­

rnent although it would certainly provide badly needed foreign exchange. 
Thus, it is highly important that more labor intensive agricultural 
export possibilitied be identified and promoted. 
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Currently, the GOC policy is to substantially expand efforts
to assist small farmers through INCORA, ICA, the Caja Agraria, the 
Coffee Diversification Fund and other agencies. An important dimension
of these programs is to stimulate production of fruits and vegetables for 
both domestic and export markets. Colombia has the environmental
conditions for the production of a wide variety of fruits and vegetables
and many of these could be exported to the U.S. and other markets in both
fresh and processed forms. If this could be done it would providt subs­
tantial amounts of employment and would also stimulate much needed
improvements in the domestic production and marketirg system for fruits 
and vegetables. 

Some of the problems to be confronted in promoting exports
of fruits and vegetables are as follows­

1. The present methods of producing and marketing fruits
and vegetables are not well orgnized to meet the discerning demands of
 
export buyers. Product quality is 
 highly variable, packaging and handlini 
methods are very rudimentary. 

2. There has been little research carried out by ICA to

develop improved varieties of fruits and vegetables or to examine other
 
production-related problems.
 

3. The fruit and vegetable processing industry is relatively
small, although there are a few firms that have developed successful 
operations to serve a relatively narrow domestic market. 

4. Packaging costs tend to be high for processed fruits and 
vegetables, especially so when packed in metal containers. However,
there is an expanding and relatively progressive group of firms that are 
producing packaging materials. 

1 5. A government-loupported institute (Instituto de Investi­
gaciones Tecnologicas) has conducted studies on food processing and
handling problems, but much additional work would be necessary to sup­
port a major effort to expand fruit and vegetable exports. 

6. Air transport rates to the U.S. are relatively expensive
(U.S. $0. 30 to $0. 50 per kilo), although lower rates could probably be 
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negotiated on volume contracts. There is also the problem of working 
out a backhaul. 

To date actual exports of fruits and vegetables have been 
negligible. CECORA has exported a few grapes from Valle and they 
are planning some exports of melons and okra from the Atlantic Coast. 
COLFRUTAS, a producer association originally financed by the Caja 
Agrarip, has made an experimental air shipment of fresh pineapples 
to the U.S., but sustained shipments will have to await an expansion 
in farm production which is now underway. 

If these various efforts to expand exports of fresh fruits
 
and vegetables are to be successful it will require carefully organized
 
production and marketing programs with contractual arrangements 
linking foreign buyers with local marketing entities who in turn may 
find it necessary to contract with farmers. Production scheduling, 
quality control, packaging, and transportation must be carefully 
coordinated to satisfy foreign produce -buyers. 

Colombian exports of lumber and forest products increased 
rapidly from U.S. $3.7 million in 1965 to U.S. $7.5 million in 1969. 
It is belic.ved that present forest resources would support a substantial 
expansion in export activity and that much of the export sales could be 
processed wood products (see Annex I, Exhibit 15). Both the harvesting 
and processing activities are relatively labor intensive. 

Much of the timber resources are in relatively inaccessible 
areas. Most of the lumbering has been done by small operators who 
sell logs to the sawmills, plywood and pulp mills. Harvesting and 
sawmill technologies are primitive and wastage tends to be high. 

INDERENA, a public agency in the Ministry of Agriculture, 
is responsible for the administration of the nation's forest resources. A 
concession system for timber harvesting is now in operation. However, 
the agency lacks basic information on forest inventories and other basic 
data needed for administering a long-term management program. 
Related to the information problem is the lack of trained personnel to 
carry out studies and to manage forest resources, 
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If wood exports are to be expanded it will be necessary to 
provide greater support to INDERENA and to the private firms engaged 
in harvesting and processing. PROEXPO can assist in arrangements for 
export contracts but credit and technical assiotance must also be provided 
to local firms. The government is interested in stimulating the 
participation of foreign firms who might assist in the development of a 
forest products industry. (USAID is providing jorne $80, 000 in technical 
assistance to PROEXPO in this field in FY-1971-7Z.) 

4. Agricultural Credit and Capital 

a. Availability 

Credit availability has expanded substantially over the past 
four years. 

Between 1966 and 1970 the total agricultural credit portfolio 
expanded 36 percent to reach $443. 2 by the end of 1970. The amount of 
new loans granted in 1970 totaled $Z77. 1 million, or 25 pwrcent greater 
than in 1966. Comparing 1970 with 1969 the total portfolio grew by 2% 
but new lQaps decreased by 6. 6%6 an indication that the terms of loans 
are lengthening. 

The five major sources of agricultural credit are: The 
Agricultural Bank (Caja Agraria) with 55% of the total portfolio and 
accounting for 5356 of 1970 new loans; commercial banks with ZZ% of the 
portfolio and 29%o of new 1970 loans; the Livestock Bank (Banco Ganadero) 
with 1516 of the portfolio and 13% of new 1970 loans; INCORA with 6%6 of 
the portfolio and 3% of the new 1970 loans; and COFIAGRO with 2%6 of the 
portfolio and 2%6 of the new 1970 loans. Growth occurred in both portfolio 
and new loans for all agencies except commercial banks, which showed 
a decline in total portfolio held from 33. 8% to 22. 2%9, and a decline in 
percentage of total new loans from 42. 7% to 28. 8o. The direct INCORA 
percentage share of total new loans made declined from 3. 6% to 2. 9%, 
but nearly half the INCORA portfolio and new loans made are now 
included in the accounts of either the Agricultural Bank or Livestock Bank. 
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b. Uses of Credit 

The three major uses for which credit is extended are
 
crops, livestock and capital improvements. In 1970, 41. 3% of the
 
total portfolio and 56. 8% of the total of new loans 
were related to
 
crops; 4Z. 9% of the portfolio and 28. 8% of new loans were 
related to. 
livestock; and 15. 8% of the portfolio and 14. 4% of new loans were
 
related to capital improvement. Comparing the distribution by use
 
between 1966 and 1970, 
 the crop portfolio declined by 3. 4' percentage
points and new loans by 2.1 points; the livestock portfolio declined by
1 point and new loans for livestock fell 5. 3 points. Capital improve­
ments increased by 4. Z points in portfolio share and by 6. 4 points in
 
new loans. Thus along with the growth in aggregate credit there are
 
noticeable shifts 
in credit use favoring capital improvements over
 
crop and livestock financing. Since all components continue to grow,

the shift toward capital improvements gives increasing emphasis 
to
 
modernization and commercialization.
 

c. Credit Distribution 

There are over 4, 000 offices extending credit covering

the agriculturally productive 
areas of Colombia. Commercial bank
 
offices are most numerous, totaling about 3, 000, the Agricultural
 
Bank has over 800 offices, INCORA has 130 zone offices, the
 
Livestock Bank has 70 branches and COFIAGRO 
has one central office
in Bogota. 

The permanently settled areas normally have several 
credit sources available. Farmers in the colonization areas are served 
principally by INCORA and the Agricultural and Livestock Banks. 
Credit-extending agencies are reasonably well dispersed geographically,
but accessibility of farmers to credit sources is a constrairit because of 
lack of roads and the lack of transport. 

The distribution of credit among borrowers depends upon
credit purpose and borrower criteria. The 1970 World Bank Report
(WH-200) Appendix E page 11, states "only about 25% of bank credits 
are advanced as a result of a detailed technical appraisal of requests. 
Credit worthiness of the applicant, not the expected return of the 
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investment, is the only consideration of much bank lending in Colombia." 
The Agricultural Ministry has noted that 23% of the farmers have access 
to institutional credit, while 77% depend upon private sources often under 
usurious conditions. 

In 1970, the Agricultural Bank had 72. 5% of its portfol-o
 
loaned to clients with gross assets of $16, 250, or less. An additional
 
17. 2% was loaned to clients with less than $55, 000 gross assets. This 
is a big increase in small farmer lending since 1969. INCORA lending 
goes to small and medium farmers. Livestock Bank lending principally 
funds large enterprises, while commercial banks primarily lend to medium 
and large producers, and the Coffee Bank provides substantial funding to 
small farmers. In general credit distribution among borrowers has tended 
to concentrate funds on the medium to large producers, but this tendency 
has been diminishing in the past few years. 

d. Credit Costs. 

The cost of credit to the borrower ranges from 9% annually 
for INCORA to 14% for other lending institutions. With an inflation rate 
of about 8%o per year the real cost of credit to the borrowers is minimal. 
To the borrower the time cost of credit is no constraint. But to the extent 
that there is a time cost for lenders to acquire funds for lending (e. g. 
borrowing or savings), and where lenders operate inter-sectorally with 
opportunity costs differing among sectors, a constraint can exist. It may 
take !he formn of a time cost subsidy in a public entity (e. g. XNCORA), as a 
transfer by borrowing for agricultural production, but investing ayricul­
tural proceeds in other sectors yielding higher return. 

e. Capital Investment 

(i) The credit agencies noted above provided about $70 
million in portfolio terms and $50 million in new 1970 loans. The 
Agricultural Bank alone provided $49 million in portfolio and $19 
million of new loans in 1970. These funds support development of small 
rural industries, seed multiplication and distribution, housing and 
facilities for providing agricultural inputs. The Livestock Bank has a 
portfolio of $14 million and provided $19 million in new loans in 1970. Those 
funds finance working capital for commercialization of the industry, housing 
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and facilities and industrial processing of livestock products, COFIAGRO 
finances the commercialization of agricultural products, principally for 
export. COFIAGRO initiated operations in 1968 and as of 1970 had a
 
portfolio of $7 nillion and new loans 
of $11 million. 

(ii) Major elements of the GOC sectoral investment 
budget which accelerate capital formation in agriculture are: 

IDEMA - Principal function is marketing.

Plans call for an increase of IDEMA's existing grain storage capacity

by 50% in the 1970-1973 period. This expansion will cost $9 million

annually, half of which is provided by the IDB. 
 Cotton ginning facilities
 
receive about $1 million per year in ivestment funds. TLere appears 
to 
be no significant investment constraint for grain storage and ginning. 

INDERENA and the industries utilizing
renewable natural resources have - numerous sources of credit
 
available to them. The Govei'nment sources are located in 
 Caja
Agraria, Fondo de Promocion y Exportaciones, and Instituto de Fomento 
Industrial. INDERENA is expanding its investigations survey, adminis­
tration, 
 and systems which bear directly or indirectly on making timber,

fish and wild animals available for exploitation according to the best
 
known practices. 
 For those purposes the capital formation pbrtion cf

the INDERENA budget was $2 million in 1969 and will rise to 
an estimated
 
$3 million by 1972. 
 These public conlributions are expected to induce
 
N rapidly rising level of private capital investment.
 

INCORA's budget provides for an investment of $12million in 1971 increasing to $14 million in 1972 for farm land improve­
ments and roads. 

ICA develops human resources which are not 
normally countable in capital formation. However, ICA has 26 experimen­
tal farms for crop and livestock experimentation and development which 
can be counted as physical capital. Results from research in terms 
of improved germ plasm and better methodology carried to the farmer 
through the extension serviceo has a marked influence on capital fornation 
although this influence is difficult to quantify. 
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In the aggregate the GOC agricultural investment budgetprovides an identifiable amount of about $170 million for capital formation 
in 1971. 

(iii) External financing consists of U, S assistance,other foreign financing (see Amnie. Table 6) and private foreign invest­ments. U.S. assistance to the agricultural sector was $30.3 millionin 1970 and is projected for 1971 and 1972 at $38 million and $34.6 millionrespectively. The disbursement rate, therefore, is about $35 million per year with i. e. $L 3 million, for production credit andmarketing, $8.46 million, for capital foratiori roads, naturalresources and infrastructure, and $8.51 million, for developmentof human resources, e. g. research, extension and planning. Loansto agriculture by year from various international entities are shown in(Annex I Exhibit 8 ). Of the total $102 million of loans granted toagriculture in the 1967-1970 period about half, $53. 7 million, supporte4credit for production and just less than half, $49 million, financed capital
formation. 

External private investment for capitalformation in the agricultural sector is estimated at a rate of $4 million per year. Thus, the estimated total of public and private foreign
investment in capital fcrm.tion is $22. 6 million in 1971, 
 or combinedwith $25.4 million of GOC funding, provides a total of $48 million for
1971 exclusive of farm production generated capital formation. 
 Creditagencies are expected to add about $75 million in 1971 to their capital
formation portfolio and about $60 million in 
new loans. That would raisethe total of investment to $123 million. This contrasts with creditavailability for crops and liv,'stock combined of an estimated 1971 portfolioof $380 million and $310 millicn of new loans. There are no criteria toestablish the optimal distribution of investment funding between production
credit and capital formation and 
we lack a quantification of the amountof private domestic (e. g. farm) capital formation. It does appear that
capital formation in the 
sector may be lagging and attention should begiven to accelerating capital formation in the future. 

(iv) Domestic private investment for capitalformation is not quantifiable. Credit generated increases in agricultural
productbon and income convert to capital formation at the farm level andinto linkages with agro-industrial services involving agricultural inputs 
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and products. Among small farmers credit generated income gains go 
primarily to farm capital formation, e. g. net worth increases. (See 
Part f. following). 

Capital formation for major crcps, e. g. coffee and
 
sugar, appears adequate. Colombia, now approaching self -suf­
ficiency in vegetable oils, has, at least, adequate and perhaps excess 
oil extraction capacity. As noted above, a serious effort to induce 
capital formation for exploiting renewable natural resources is under 
way. Considerable attention is given to cacao production, but capital 
investment for prudent elaboration seems adequate from private 
sources.
 

f. Employment and Production Impact 

An evaluation of the INCORA credit program in terms 
of dollar values shows that for a single~farm plan with an average term 
of 1. 3 years duration financed by $1, 000 of credit, an estimated 
.374 man years of off-farm and . 258 man years of on-farm employment 
is generated. The average increase in the value of gross product sold 
is $675, the net cash return to the farm and family increases by $170 
per plan. The average increase in net worth is $460 pcr plan and the 
family levl of living increases $187 per plan. 

As small farmer borrowers pass through a sequence
of plans they continue to show marked progress. As measured from the 
results at the end of their first plan through the sequence: gross 
product sold increases at a compound rate o; 14% per year, labor 
hired increases 15%, inputs purchased 11%, family living level 6%, 
farm and family cash generated 37%, net worth 9% and farm size 4%. 
As measured from an estimated performance level prior to entering 
the credit program through the sequence: gross product, up 24% per 
year, labor hired up 46%, inputs purchased 22%, family living level, 
up 25%, farm and family cash generated, up 41% net worth, up 21% 
and farm size, up 16% t.ll in c~n.pound rates in constant money value. 
On the average, it takes 4 to 6 years to complete the plan sequence 
as currently operating. From that point on farmers graduate to other 
credit sources or simply provide their own financing. Their cash 
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flow is sufficient to permit their retirement of supervised credit debt 
over 4 to 8 years, depending upon the type of enterprise and length of 
loan terms. (For details See Annex I, Exhibit 16). The financing 
to be provided by this loan for credit is expected to generate comparable 
:.ates of farmer development, employment generation and production 
Lncrease. 

5. a. Physical Inputs (Machinery) 

Availability and Cost 

Tractor usage has increased markedly following a period 
of relative stability in the early 196 0's. Tractor imports have risen 
from 1, 764 units in 1967 to annual rates of import of over 3, 000 i, 
1969 and 1970. From an estimated 24, 243 untis in use in 1967, numbers 
have grown to 27, 872 units in 1970. The average sale price to the 
producer has increased from $70, 433 pesos (approx. US$4, 321) in 1968 
to $86, 792 pesos (approximately US$4, 691) in 1970. The most popular 
size of tractors is in the 50-60 H. P. range, which cost 75, 479 pesos or 
US$4,151 in 1969. 1/ 

Utilization 

Geographically, mechanization is most advanced in the 
flat fertile valleys, such as the Cauca, Middle and Upper Magdalena, 
Sinu and various river valleys in the Valledupar area. Other isolated 
areas combining flat land and large land holdings, such as the Savannah 
of Bogota, are also cultivated with substantial mechanization. These 
are the important areas of large scale commercial production of rice, 
cotton, soybeans, sorghum, corn, beans, sugar cane, wheat and 
barley. 

Colombian prices from Caja Agraria, Dept. of Agricultural Supplies 
U.S. price from "Farm Machinery Cost in Georgia", Research Report
45, University of Georgia, 1969. Price is generally in agieement with 
the U.S. average price to the farmer for 1969 for a tractor of 50-60 H. P. 
reported by USDA, in "Agricultural Statistics 1970". This report 
indicates $5, 830 for such a tractor. 
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The tasks most commonly mechanized are the preparation of soil and
 
planting. These are the jobs in which machinery offers the greatest
 
time savings. Mechanization of these tabks also allows the producer
 
the greatest flexibility to take advantage of bther physical inputs by

adequate soil preparation and by precise control of location and
 
densities of seed and fertilizer applications. 

Production, Employment and Profit Impact 

The impact of machinery on the level of production, producer
 
costs and profits, and on labor utilization was recently studied in the
 
Ministry of Agriculture. Cost effects were difficult to determine
 
accurately in the study, partially because 
of insuffiPient information
 
dealing with non-machinery input costs. 
 The study did however, dis­
close some 
very interesting information concerning production, income
 
and employment effects of machinery usage. In general, 
 it would
 
appear t4t 
 machinery and other technology are complementary in their
 
production and income 
effects. Both appear to contribute to yield
 
increases and therefore to increased net incomes.
 

Machinery and other forms of technology appear to have opposite

employment effects, to a
however. Adding other technology 

traditional fa.'m increases labor requirements by about 28 man-days per

hectare, and incruases yields by an average 
of about 65%. The further
 
addition of machinery reduces labor requirements by 49 man-days, but
 
adds another 13% to yields of the modern level, 
 or the equivalent of 22%
 
of traditional yields. Thus from the standpoint of Colombia's need to
 
increase 
both production and employment in agiiculture, some balance 
is desirable between the complementary relatiqnship of machinery and 
other technology with respect to production and'their r-ompetitive
 
relationship with respect to employment.
 

One means of approaching such a balance is to emphasize machinery 
use on those tasks where complementarity with other technology is highest. 
The complementarity of machinery and other technology could be 
exploited for the production benefit, with the reduction in emplovment from 
the mechanization of these stages or tasks being accepted. In the production 
stages or tasks where the complementarity appears less important, the 
extra production benefit of mechanization could be foregone in order to 
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maintain the employment benefit of the other technology. 

Following this line of thinking, the study disclosed that
 
machinery has a high level of complementarity with other inputs in the
 
preparation of soil and seeding, in irrigation and in rice harvest and
 
localized harvesting of other grains. For the other parts, of the
 
production process, 
 machinery contributes little enough to productivity
 
that it 
 may be preferable to avoid employment reduction of mechanization 
and accept the level of prodactivity provided by the other inputs. _/ 

A fact which is frequently overlooked in development plan­
ning is 
 that profits to individual producers do not necessarily qiiean the
 
greatest benefit tosbciety. 
 As indicated by the Ministry of Agriculture 
Study, application of machinery to a farm already using other forms of 
technology is a profitable investment for the producer, netting him an 
average of over 900 pesos per hectare more income. The resulting
 
reduction in employment of 51 man-days, however, is a cost to society

which is difficult to evaluate, Regardless of the means used to estimate
 
this cost 
to society, it cannot be ignored in any concientious program of
 
development which expresses 
concern for employment and income quest­
ions.
 

Supply-Demand Determinants 

The supply of implements such as plows, cultivators and 
planters is subject to regular market forces since most of these items 
are manufactured in Colombia. are noThere indications that the 
capacity to produce these implements is exhausted at current levels 
of output by existing manufacturers. 

"Considerations of the Role of Machinery in Colombian Agricul­
ture", OPSA -051, Ministry of Agriculture, March 1971 
(in Spanish) Pages 12-17 presented intact. 

UNCLASSIFIED 



UNCLASSIFIED 

-78-

Farmers have indicated, however, that the quality ofmetals used in locally-made implements is inferior to that found inthe few imported implements available. Prices alio are reported tobomewhat higher on the locally-made equipment, 
be 

a.though firm data are
lacking on this point. 

Small Machinery Possibilities 

Power and equipment facilitate an increase in yieldsthrough more timely and effective farm operatbons and enhances thepossibility of multiple cropping. Mechanization also increases theappallingly low productivity of labor in the agricultural sector. Ifstandards of living are to rise, this must cbe a real concern of Colombianplanners. Thousands of small tractors have measurably increased thewell-being of small farmers in Japan, Taiwan and Krrea. Thisinvasion of power to assist Colombia's over 700, 000 small farmers hasalready begun with the Japanese Honda and other makes. Ford's new DNT 7. 5 horse-power tractor shows great promise of helpingovercome the little man's most critical problem, i. e. lack of adequate

farm power.
 

1n summary, we face an immediate problem of definitionwhen talking about mechanization. Many of the arguments on the issuehave been posed in terms of polar opposites; constrasting fullymechanized agriculture, with large tractors, combines and a host ofadditional equipment; and "traditional" cultivation, characterized
Iarmer with a hoe, or with a 

as a 
draft animal and wooden plow. In realitythere is a range of intermediate steps between these two poles. Thesesteps include the use of improved animal-drawn implements, such asnouldboard plows and seed drills, the use of stationary power equipmentfor certain aspects of the cultivation process, such as irrigation andthreshing, and the use of small walking tractors as are common inJapan and becoming so in Taiwan and South Korea. 
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b. Physica inputs (Seed) 

It is generally recognized that one input alone does notusually cause very significant changes in yields. For big yield.increases to occur, several improved practices are required. Factorsof production usually include improved seed, fertilizer, pesticides,and a level of management that can combine these essential inputs toobtain optimum results. Machinery is often included in the list ofimproved practices, although its impact on yield increases may beless direct than the others and could be classified as an aid to management rather thr.n an essential ingredient for higher yields. 

(1) Improved Seeds 

While the available quantity of improved seed is notsufficient to plant the total area grown of major crops, present suppliesappear to have greatly exceeded effective demand. Rice may havebeen an exception, for 96% percent of the available improved rice seedin 1969 was used. This was sufficient to plant about two-thirds of theirrigated rice area. For other crops, the percentage of availableimproved seed that I was used in 1969 was around 75 percent for soybeans,corn and potatoes; 66 percent for wheat, and 40 for beans. (Table 1-9) 

TABLE 1-9 
CRJANTITIES OF IMPROVED SEED PRODUCED AND AREAS THAT COULDBE COVERED WITH IMPROVED SEED IN RELATION TO AREA ACTUALLYPLANTED, SELECTED CROPS 1969 

Crop Prod. Area that x:ould be pove're'd Total 
With Quantity of Improved 

Ace 
Soybeans 
Corn 
Potatoes 
Wheat 
Beans 

Tons 

1 5,300 
4,908 
4,124 
1,410 
4,057 

686 

Seeds. Prod. 
Has. 

102, 000 
65,440 

242, 588 
1,085 

33,808 
10, 554 

Has 
280, 000 
58,000 

780,000 
84,000 
58,000 
66, 000 
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These data suggest that programs are needed to encourage
farmers to drastically'increase use of improved seed. 

The reasons for the limited demand for improved seed is 
not at all obvious. While the price of improved seed is higher than that 
of regular seed, the amount of credit extended is ba-3(,d on the price of 
seed and is sufficient to purchase the recommended quantity and variety. 
Also, test results from variety trials indicate that improved seed have 
much higher yields than common varieties; double or more in most cases. 
The difference between the potential yield level of improved varieties and 
the national average yield for 13 crops illustrate this difference (See

Annex I, Exhibit 17). However, the potential yield levels are the result
 
of a package of improved practices since the entire yield
 
increase cannot be attributed solely to the improved variety. 

The reason farmers are not using greater quantities of
 
improved seed may be due to lack of knowledge of their superior perfor­
Tnan~e potential. Data needed to calculate economic benefits at the farm
 
level from using improved seed are diffijzult to find partly because
 
experimental data are not available to separate out the costs and returns
 
associated with their use. Therefore, it is difficult to prepare a 
cost
 
and returns analysis for farmers to illustrate the economic benefits from
 
using improved seed.
 

Regardless of the nature of the demand for improved seed,

production has continued to increase. to 1970,
From 1966 the output of
 
improved seed increased several fold (Annex I, Exhibit 18). In order to
 
assure high quality seed of authentic type and variety, a certified seed
 
service was established in 1965. 
 Since then almost all improved seeds 
for eume crops, (wheat, soybeans, beans) have been certified seeds 
whilt, forotl-rs lesser percentages have been certified (Annex I, Exhibit I9.. 

C. Physical Inputs (Fertilizer) 

Fertilizer use in Colombia is quite low in comparison
with usage in the United States. The annual rate of increase in fertilizer 
use is very small. Between 1964 and 1968 the use of fertilizer increased 
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only 30 percent. Some acceleration in fertilizer use may be seen in 
1970 figures, but it is expected that the preliminary nature of these 
statistics overstates the increase (See Table 1-10). This low rate of 
utilization appeArs to result from weak demand coupled with and 
partially resulting from an inefficient supply situation. 

Total fertilizer supply is more than adequate to meet 
present needs. Moreover with the opening of the new Monomeros 
plant in mid-1971, Colombia will have sufficient capacity to meet the 
expected demand for mixed fertdizer for the next 10 to 15 years. In 
addition there are fairly efficient urea production facilities with a 
combined production capacity of 100, 000 tons annually (See availability 
of Improved Seed, Pesticides, Agricultural 'Jactors and Fertilizers in 
Colombia 1966-1970 in Annex I, Exhibit 20). Some imports of urea were 
made in 1970 and the need for additional imports in the future is antici­
pated. Imports are also required to meet some.of the raw material 
needs of the mixed fertilizer plants. This is particularly true of almost 
all the phosphatic raw materials since 80% of the P205 and all potash 
needs must be imported. 

While overall supply is adequate, the organization and 
production methods of the fertilizer industry have created problems 
deterimental to rapid increases in demand. One of these problems is 
the above-mentioned overcapacity of the industry, which forces firms 
to operate at below optimal levels, thereby leading to high fertilizer 
prices. 

With the entry of Monomeros plant, capacity for production 
of mnixed fertilizer will be about 540, 000 tons annually, or more than 
double the amount produced in 1970. Fertilizer distribution experts from 
TVA have indicated that it is highly unlikely that fertilizer use would 
increase more than 5 percent a year for prolonged periods of time. 
Applying this rate of increase, along with, alternatively, a more optimistic 
rate of 8 percent, and taking the amount of mixed fertilizer produced in 1970 
as the amount used in 1970 (this likewise is optimistic, for it would 
appear that 1970 production exceeded 1970 consumption), it is seen from 
the following figures that demand projections do not reach production 
capacity until 1985 for a 5 percent rate of increase, and about 1980 for 
a 8 pei t-ent increase. 
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TABLE 10 

PROJECTED DEMAND FOR MIAXED FERTILIZERS 

1970 Base 260, 000 Tons 

5 8% 

1975 331,833 382,026 

1978 384, 140 481,242 

1979 403,346 519,740 

1980 423,511 561,319 

1985 540, 522 

High fertilizer prices alone, however, are not primarily 
responsible for the slow growth in the demand for fertilizer. These 
prices could be compensated for, to some extent, if returns from the 
use of fertilizer were sufficiently high. Unfortunately recent studies 
indicate a relatively low return from the use of Colombian fertilizers. 

Much of the reason for this low crop response and 
resultant ton profitability of fertilizer use may be traced to the poor 
quality product of most of the plants that mechanically mix or blend 
fertilizer. 

There are some 20 to 25 of these plants that altogether 
produce between 20, 000 and 40, 000 tons annually, and the Government­
owned Caja Agraria plants that produce 50, 000 to 60, 000 tons annually, 
but have a potential capacity near 100, 000. The 20 to 25 bulk blending 
plants produce small quantities of a large number of grades of generally 
low analysis fertilizer. The quantity produced of any one kind also varied 
greatly from only one ton for several grades to over 4, 000 tons in others. 
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Generally, the quantity produced of any one kind was less than 1, 000 tons.Most of the grades were low in both nitrogen and total nutrient content.

The majority of grades contained 6 percent or less nitrogen and about
half had less than 35 percent total nutrients. Furthermore, the kind of

blending equipment used made it almost impossible to produce uniform,
high quality fertilizer, with the 
 result that much of the fertilizer did notmeet quality and grade standards and therefore farmers often did not getthe quantity of nutrient they had paid for. In many cases, the tolerancepermitted withirn a grade is as great as the difference between the grades
themselves. The great number of grades, moreover, makes price

comparison difficult, and encourages farmers 
to buy the lowest priced

fertilizer per ton rather than the fertilizer with the lowest cost nutrients
 

The main producer of mechanically m4xed fertilizer is theCaja Agraria, which produces between 20 to 30 percent of the total. In1969, about half the fertilizer produced by the Caja did not contain thequantity of nutrients specified in the analysis. This was not an unusual 
year, as indications are that equal or larger percentages failed to meet
 
standards in prior years.
 

The overall situation with regard to Colombian fertilizer
mixinL plants may be summarized by a quote. from the TVA report which
states; "none of the fertilizer mixing plants visited were making products

of good quality in terms 
of good physical condition and uniform nutrient

composition", It is, therefore, desirable that ICA, 
 the Government agency responsible for quality control of farm inputs, develop and enforce
standards related to the production of mechanically mixed fertilizer. 

Fertilizer demand is also, of course, limited by thewidespread lack of knowledge of what even properly blended and applied
fertilizer can do, but this later problem can be attacked more effectivelyafter the Government, through ICA, has developed and enforced strict

standards related 
to the production of mechanically mixed fertilizer. 

In addition the high prices and low returns from the use
of fertilizer, related usage is to the farmer's economic capacity
purchase the fertilizer heeded. There is 

to 
a fairly direct relationship between 

the availability of credit and the use of fertilizer. 
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While the amount of credit available for purchase offertilizer does not appear in itself to be a limiting factor, the manner inwhich credit is granted may tend to reduce the amount of fertilizer actuallyused. Both Caja Agraria and INCORA, the two main Government lenders,in order to insure that loans are used for the purpot:? indicated, oftenissue specie rather than money with instructions that the specie be turnedin for redemption of merchandise at the More of the agency providingcredit. However, this sometimes leads to confusing and disturbingaspects relative to fertilizer use. In towns where both Caja Agraria
and INCORA have farm supply outlets, the following-o-tuation may exist:
In the potato area, for example, 
 the Caja sells 5-20-12 and ammonioumnitrate,plus some other grades of fertilizer, but often does not sell urea.At the same time, and in the same town, INCORA farm supply outlets donot sell either 5-20-12 or ammronium nitrate, but do sell urea. Therefore,the main factor determining the kind of fertilizer used by farmers is theagency providing then credit. Also, since nutrient from 5-20-12 andammonium nitrate are more expensive than nutrients from the urea soldin INCORA stores, farmers getting credit from Caja usually have to paymore for fertilizer nutrientp than INCORA clients. Under theseconditions, it is difficult to develop a meaningful fertilizer education program
that will have much impact. 

In addition to the production and credit constraints limitingfertilizer usage, Colombia lacks an efficient and dynamic system of
fertilizer distribution. 
 Despite the fact that the Caja Agraria alone hasover 400 farm rupply outlets and INCORA-CECORA runs 30 cooperatives,farmers are unable in certain areas to obtain the quantities and types offertilizers needed on a timely basis. Moreover, there is a strong feelingorn the part of numerous persons in the agricultural field that one of themnore important factors contributing to the small annual increase in
r:lizer use is the lack of a 
significant effort on the part of fertilizer . iaufacturers and distributors to "sell" fertilizer. In short the lack of.- dynamic fertilizer sales forcc coupled with the above mentioned productionwith the above mentioned production, credit, and distribution problems have,iignificantly constrained rapid increases in fertilizer use in Colombia. 

UNCLASSIFIED 



UNCLASSIFIED 

-85­

d. Physical Inputs (Pesticides) 

A Commission 1/ to study the use of pesticides estimated
that agricultural output in 1967 was reduced 15 to 20 percent from losses 
caused by insects, diseases and weeds, These losses occurred 
though Col. 	

even 
Ps. 351 million worth of pesticides were used. However, one 

of the factors contributing to these high losses is the fact that only about 
40 percent of the cultivated area was treated. The report indicates that 
proper application of pesticides can increase yields of major crops by 5 
to 10 percent. In addition, however, there are times when the non-use 
of pesticides results in zero output. It is ,lso apparent that with many

of the new improved varieties, areas properly fertilized are much more
 
prone to insect attack because of their more succulent, dense foliage.

This makes proper use of pesticides all the more important.
 

Quantities of pesticides must be imported. Since the life

of many of these is fairly Ahort and the time period in which they must be

applied to control insects and dise,-,.e is often short and quite often 
un­
predictable, it is imperative that import regulations permit the arrival
 
of these materials without undue delay. Equally as 
important as this is
 
that the domestically produced inputs, such as 
solvenits, emulsifiers,
packaging and inert materials, be available as needed. In the past this 
has not always been the case, and the unavailability of some of these inputs
tended to limit the availability of pesticides to farmers. 

A report of a recent study commission 2/ states that at 
present there appears to be no particular problem with the supply and 
quality of pesticides. However, it continues, the average price of all 
pesticides increased 13. 68 percent in 1970, and this has added to 
overall production costs of farm output. 

1/ Informe final de las Comisiones sobre Insumos Agropecuarios, 
Ministerio de Agricultura, Diciembre, 1968. 

2/ 	 Programa de Fomentc Agropecuario para 1971, Documento 
MinAgr. - OPSA-050 Feb. 1971. 
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More recently the Federation has turned cons.derable attention toward crop
diversification and more general problems of rural development. The Federation's

extension service now employs over 500 agronomists and agricultural "practicos"
who operate out of offices throughout the coffee zone. 

INCORA has by far the largest institutional task force to carry out
agricultura development programs. The INCORA 
 staff includes approximately 1,400
professional and ub-professional workers in the field and another 40o 
in the

central administrative group. Many staff areof the field involved in supervised
credit programs.where technical assistance and other services are provided to
 
farm families.
 

INDERENA has 12 centers where research activities are.conducted, four

of which are forestry centers. In total, INDERENA employs some 
 334 professional 
personnel.
 

In addition to these public agency programs, agricultural technical
assistance also is being provided by licensed agronomists who operate as private
consultants to large farmers. Manufacturers and distributors of agricultural in­
puts are also providing technical assistance through qualified sales represent­
atives.
 

In total there appear to be between 2,500 and 3,000 professional and sub.
professional workers engaged in technical assistance and related agricultural

development activities. If there were only 2,000 "extension workers" and assum­
ing there are 1.5 million farms in Colombia, there would be an average of 750

farms per extension worker. Although this is far from Rienuste coverage, it does
indicate that there is already a large inutitutional base for agricultur-l re­
search and extension program implementation.
 

b. Research and Extension in the implementation of the Current GOC 
Develonicnt Plan. 

In the past the agricultural research and extension system has beenheavily orientated toward the development and adoption of technologies that wouldexpand crop and livestock production. A portion of the extension effort has been
directed toward the improvement of living conditions among rural families through
home economics and rural youth programs. But with the exception of the INCORA
projects and some of the Coffee Federation program, the research-extension estab­lishzient has not been significantly orientated toward rural community development
o -lolo 'd nated iegional development efforts. 
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Table I - ii
 

Experiment Station Yields 
 of Selected Crops Comn2ed with 

Commercial Farm Yields and National Average Yields- Colombia 

Crop Experimental Commercial National Average 
Rice 5.0 4.0 3.2 
Sugar Cane 21.0 12.0 6.2 
3arley 6.o 3.0 1.7 
Beans 
 1.5 1.5 0.5
 

Corn 
 7.0 
 4.5 1.0
 

Potatoes 
 6o.0 4o.o ll.O 
Wheat 
 4.5 2.6 
 1.0 

Source: 	 Peter Hildebrand and Jorge Lopera P. "La Brecha en la

Productividad Agricola en Colombia", ICA Sub-Gerencia

Tdcnica, Divisi6n de Investigaci6n de Economla Agrico­
la, Boletfn T~cnico No. 7,Junio de 1970.
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The shift in GOC policies toward higher priorities on employement

generation, more equitable income distribution and coordinated urban-rural
 
development strategies is causing some serious re-evaluation of agricultural

research and extension program activities. Strong pressures are being direct­
ed toward an acceleration of agrarian reform. This involves not only the IN-

CORA program but also related programs of ICA, the Caja Agraria and other
 
agricultural agencies. A Presidenttal Committee that evaluated the agrarian

reform and subsequent seminar involving the Ministry of Agriculture administra­
tive staff have directed attention toward problems of program reorganization

lj 2/ Major concerns have been centered around increasing the impact of efforts
 
to assist small and medium sized farmers through credit, technical assistance,

roads and improved marketing institutions. The 1970-73 GOC Plan 'shows large

increases in ICA extension operations and in the INCORA supervised credit 'ro­
gram.as the main elements in their revised programs. (See Section III-A). 
Mean­
while a sizeable research program will continue to serve both large and small
 
farmers.
 

c Some Needed djustments in Research and Extension Programs 3/ 

As inditated above the GOC agricultural establishment is attempting
to modify and expand research and extension activities. In many active consider­
ation or Initial steps are being taken to move in these directions.
 

(1) 
 Increase emphasis on applied research and greater integration

of research and extension activities.
 

There is a wide gap between the crop and livestock production

results obtained under experimental cor.ditions compared with those obtained by

the better 0o0:Mercial producers. An eveznwider gap exists between average crop
yields and those obtained by the better commercial producers (Table I-11).

Greater dissendnation of existing technical, information would likely improve

yields. However, due to the complementarity of modern inputs such as improved

seed, fcr!illizers, pesticides, plus wide variation in Colombia soils and clim­
atl;s Uer!2 seems to be real need for adaptive research to identify profitable
IAkages o" technology for specific sets of conditions. This type of investiga­
tto nr&QJ Le5 close cooperation of agricultural specialists including extension
personnel. CommodLty or problem-orientated task force units should be organized
tLo carry out this type of coordinated research and extenslon program. The ex­
perirental designs should be organized so as to facilitate the determination of 

informe pe-&T omisi6n Evaluadora de la Reforma Agraria, January 50,1971.
El Sector Ag-opecuario en el Plan de Desarrollo Econ6mico y Social,
1970-73. Background Material for a Ministry of Agriculture Seminar,
 
February 17, 1971.
 

3/ Materials prepared by the Nebraska Mission were used in the drafting

of this section of the loan paper.
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profitable levels of input 
use and optimum combinations of production prac­tices. Market constraints with respect to product characteristics should also
be 	considered in these special task force programg.
 

(2) 
 Expansion of the existing extension service
 

There are many rural communities that have little or no
contact with the extension services and related credit agencies. There are 915
municipios in Colombia. Currently ICA operates 62 extension offices serving
about 60,000 families. ICA has proposed a fLive-year program to expand the number
of extension offices to 450 by 1975, and to better coordinate their technical
assistance with the credit provided through the Caja Agraria. l/
 

According to ICA, this expanded estension system could
serve 900,000 farm families out of the estimatedl,500000 that how reside in
rurol aeae. Assuming that each office was staffed with 1 agronomist, 10 prac­ticos, 1 veterinarian, 3 home economists, 1 secretry and 1 laborer, it would
cost about 600 million pesos (30 million dollars) per year to operate 450 ex­tension offices. The ICA extension service budget for 1970 was 56 million pe­sos. 
Some major obstacles to such an ambitious expansion of the extension
service are the limited budget support that can be provided by the GOC and the
Thortage of trained personnel. This suggests that ICA and related agencies must::.ake a concerted effort to increase the effectiveness of existing human resources
,hr1ouh)i 
innovative extension programming techniques.
 

(3) 0rganize ,pilotextension projects directed toward comprehen­sive rural community development
 

dina;:cd 
There are many rural communities where comprehensive and coor­community development programs may be the most effective way to achievedevelopment goals, such as inc.'easing family incomes, improving the quality ofliving, creating additional employment, slowing down migration to large cities
and 
,etter oreparing those who do migrate for successful integration into the
'.nonvi 'onlr:Cnt. 

Sector
1/ 	 ICA, El Agricola Colombiano, a document presented to the Comisi6nL'valuadora de la Reforma Agratia, Dec. 1970 
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The Coffee sone diveruification program is already moving into com­
munnity development type projects. INCORA supervised credit projects have
 
incorporated many of the elements of a community development program. ICA is in 
the process of formulating plans for four to six pilot area extension programs
involving educational and technical assistance activities for farmers and farm 
families, with closely linked arrangements for credit and farm inputs. In 
addition the community may receive assistance in planning and carrying out 
projects to improve roads, schools, and health services.
 

to -nd 

educational programs in rural areas. The plan includes the establishement of
 

The GOC is currently planning a major effort ex~ and strengthen 

ten pilot centers (Concentraciones Escolares). These centers will-provide
 
facilities for extending present rural education beyond the 3-year level, with
 
a goal of eventually adhieving a full nine-year cycle. However, it is intended 
that the physical facilities will also be utilized for adult education programs
carried out by agricultural and home economics extension personnel and my 
actually house extension staff. This program vill begin in 1971 with financial 
support proposed in the FY 71 AID Education Sector Loan. 

The ILO report presented some interesting views and recommendations 
for stimulating rural community bvelopment. Among these were suggestions
for farner oned service centers and training centers to stimulate and facil­
itate change. 2/ It is argued that the service centers will create a dynamism 
that ill provide opportunities for other private enterprise activities as 
the community actually develops.
 

The interest and initial commitment to coordinated community develop­
ment programs exists among the GOC agricultural agencies. The major barriers 
to actua1 implementation are the usual ones lack of budgetary support for new 
programs aid the difficulties of assembling qualified teams to plan and carry 
out such a program. 
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(4) Training and personnel development 

There appears to be no shortage of university-trained agronomists.There are currently 10 agricultural faculties turning out to 400300 agron3mistsper year. Some recent graduates are reportedly having difficulties obtainingjobs. 2/ However, there has continued to be a relative shortage of intermediateagricultural technicians (prdcticos) and the proposed expansion in agriculturaldevelopment programs will further increase the demand. The World Bank and theUNDP support the GOC in setting up additional technical agricultural institutesto train a tota:. of about 4000 students per year, / which would alleviate theshortage of th .3 type of technicians. There has also continued to exist a short­age of home economists, nurses para-medical personnel to adequately staff ruralextension programs healthana centers. Efforts are now underway to develop aschool of home economists at the University of Caldas in-Manizales, with AID

assistance thrcr- h the Nebraska Mission.
 

Over the past three years ICA, in cooperation with the National
University and with supmort of the Nebraska Mission, has established a Master'slevel program to train students in animal and crop sciences, agricultural econ­omics and agricultural engineering. The University of Valle has also organized
a master's level program in agricultural economics. Thus, an increasing number
of Colombiaen griculturists can now receive graduate level training within thecountry. Neve-theless, it will continue to be necessary to send students abroad
for advanced 
 training to the Pn.D. level and for Master's degrees in severalof the specialized disciplines. Especially critical is the need for highlytrained tcchnicias to staff the expanding program of INDERENA in the areas oft'ores;ry, fishers and natural resources managment. 

The principal agricultural research and extension agency, ICA,
is confronted with a difficult administrative task. The organization has grown
rapidly. Its employees now number over 5,000 and they are scattered throughout
a country where transportation and communication services are frecuently und­ependable and difficult to arrange. 
Consequently several administrative refons
a-re probably needed to increase the effectiveness of the ICA program. These
lrouLd probably include an improved budgeting-accounting and payroll system;furtb er decentralization of program planning and management; and greater co­ordination with other development aglcncies and the private sector at the region­
l ard local levels. 

2 ILO, 2. cit. -. 2W 
pE
 UCIbidS 
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There is also a problem of rapid personnel turnover within
ICA that is related to the Governments prevailing loir 
 salary structure.Hence, :many young moreand able staff members seek and find more remuerative
employment once they have gained some .rork experience. This perrsonnel situa­tion, plus the need to train people for new types of research extension
activities, makes it extremely important that ICA and related research agencies
organize and carry out a continued program of in-service training. This is
already being done to some extent, but needs substantial reinforcement if high
level performance is to be achieved.
 

7. Institution%. Structure
 

One of the main concerns of the National 6overnment, at the
beginning of the Lleras administration, was to provide an organized institu­tional structure which would permit the efficient application of policy instru­ments and facilitate the execution of coordinated programs.
 

2,study made by ICCA 2/ at the request of the Colombian Govern­ment indicated that the Ministry of Agriculture was losing its capacity foraction and efficiency as 
the ntumber of autonomous institutes over which the
Ministry had little control increased from year to year. As a result of this,
there were as 
many policies as there were institutes and this often resulted
in conflicting efforts. This tituation of conflicting and ineffective programs
at the national level was 
intensified and multiplied at the Departmental level
by the absence of coordination between national plans and programs and those
of the Departments. In addition, the Ministry of Agriculture was not onlyisolated from other agricultural agencies but also from other Ministries andthe National Planning Department. The study concluded that the Ministry was
only one unori many diverse and dispersed agencies in the agricultural sector
and considered as perhaps the least important but probably the must efficient. 

This situation was completely changed by Decrees 2420 and 3120of 191(8,which provided the basis and authority for restructuring the agricul­tiral sector and converting it into one of the "most powerful, important andeffi' ient Ministries" in Colombia. _/ The purpose of these Decrees was not justanother :--organizaLion of the Ministry of Agriculture, but rather a fundamenitalre-structinrinr., of then.Ul agencies of the public agricultural sector witn atriple pur'pos .,: 

krreraT. Jougenio, "Organizaci6n Administ:ativa del Sector Agro­recuario (!( Colombia", PogotU, IICA, 5 volulmenes, 1966. 
_ JIlCuatrenio de la Transformaci6n Rural, 1966-1970, Memoria, 1969-1970
 

Ministro reiAgricultura, 1970.
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1. To give to the Ministry of Agriculture the necessary implements to enable
it to effectively carry out its role as leader in the formulation, adoption,

execution, and evaluation of agricultural policy, totally in agreement with
 
general development policy.
 

2. 
 To establish in each of the Departments of the country a rural community

action service for the purpose of integrating the services provided by the
 
Ministry of Agriculture and related agricultural agencies with those provided
 
by the corresponding local government.
 

3. 
 To group the agencies of the agricultural sector so that they could operate
more efficiently and at less cost. This would be achieved by eliminating duplica­
tion of efforts and by attaching these agencies to 
the Ministry of Agriculture

so 
that they would reflect national agricultural policy while still being respon­
sible for program execution.
 

The reorganization p_'oduced 
some radical organizational changes. Chief
 
among these were the following:
 

1. The creation of interlocking Boards of Directos of the agencies attached
to the Ministry of Agriculture. The Narious managers of these agencies are also

members of the Boards of Directors of the other agencies which permits a co­
ordination of the general plicy.
 

2. Attaching to the Ministry of Agriculture, as public establishments, the
 
Corporaciones Aut6nomas Regionales, such as CVC, CAR, Quindlo and Urabd, the
Junta de Rehabilitaci6n de la Zona Bananera del Magdalena, the Servicio Colom­
biano Metereologla e Hidrdulica and the Fondo de Diversificaci6n de Zona Cafe­
teras (which functions under the "Federaci6n Nacional de Cafeteros,' by means
 
of a contract with the Mini3try of Ariculture).
 

3. 
 Attaching to the Ministry of Agriculture the following enterprises: TheCaja Agraria, which became a commercial and industrial enterprise of the Govern­
:mfnt; two other development banks (Banco Cafetero and Banco Ganadero); the Cor­oraci~ ?nanciera Agropecuaria, COFIAGRO; and "Almacenes de Dep6sito INAGRARIO". 

4. Eliminating Agricultural Development Institutes end replacing them by the
 
Instituto Colombiano Agropecuario; transferring responsibilities for ginning

ard varketing of cotton to IDA; and transforming the Instituto Zooprofildcti­
co into the Empresa Colombiana de Productos Veterinavos, VECOL, as an indus­trial and commercial enterprise. As presently constituted the Ministry of Agricul­
ture consists of 12 public agencies, 4 commercial and industrial State enter­
prises, and 2 semi pubii corporations in addition to the actual Ministry itself.

The most important of these have been described in part I, B, b, above.
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PlanninG of the Agricultural Sector 

As indicated above, in the years prior 1966, the instruments for planning,
guiding and executing agricultural policy had generally deteriorated. On the one
 
hand the responsibilities of the Ministry of Agriculture had gradually diminish­
ed to such an extent that it did nor have the necessaty structure or resources
 
to effectively exercise its role as the leading entity for the formulation of
 
agricultural policy. On the other hand, numerous decentralized agencies had been
 
created which were charged with the execution of certain programs, but which
 
operated independently of each other as well 
as from the Ministry of Agriculture,
The result was little or no cooperation or coordinatiou among agencies in carry­
ing out joint agricultural development programs. To correct this situation, the 
reorganization was 1lanned so that the Ministry of Agriculture would be respons­
ible for: 

1. Planning and programming agricultural development. 

2. Organization of "campesinos" to enable them to better use the services of 
the various agricultural agencies, to actively incorporate them into the economy

and life of the country, and to encourage them to participate in the formulla­
tion of plans and programs of the various agencies.
 

3. Forr:ulation of standards relative to: sanitary protection of agricultural
output, defense of wildlife, (fauna and flora), control of quality and of the
 
s-stcms of utilization of inputs, regulation of water sources and of the river
 
bazizn, marketing of agricultural products, and other norms necessary to reg­
ulate Production and trade.
 

4. E1fficient coordination of the various programs being carried out in the 
agricultural sector by the operating agencies and organizationsso that not only
would programs be executed effectively and efficiently, but that they would also 
jointly contribute to achieving overall policy goals already established by the
 
Ministry of Agriculture. 

For the efficient execution of these functions a Planning Office for the 
Agricultural sector was established in the Ministry of Agriculture, which is 
responsible to the Minister. This office, in addition to advising the Minister,
is also responsible for preparing, in cooperation with other public and private
agencies, development plans and programs for production, marketing, and foreign
trade and for analyzing and recommending policy for the different instruments 
of the government. In addition the Planning Office serves as the Technical Sec­
retariat for the Executive Committee. 
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* SummDary of Constraints 

1. Hnpmoyment 

Increased investment in labor-intensive agricultural production

and processing is justified by prospective demand for products which require
 
a high labor input. Substantial new employment could be generated by a large

investment program orientated toward such products. Current GOC policy strong­
ly advocates programs to maximize job-creation while also achieving increased
 
output. Sufficient land 
 is available to serve both emplyment and production
objectives. Thus, the fundamental requisites for rural employment generation­
demand, land, labor, and policy are present in Colombia.
 

There are, however, constraints on putting these requisites to work.
 
An overriding constraint, of course, is conventional resistance to change by
interests which have dnjoyed privileged access to the highest quality production
factors (e.g. good land, easy credit) without due regard for the intensity or 
purpose of use of those factors, The political problems of overcoming such 
resistance are important and complex, generally covered in Embassy analysis
and need not be examinated here. In the context of this loan proposal, the 
essential facts are that GOC policy clearly seeks reallocation of resources 
"n favor of intensive use of land and labor, and the loan will strengthen pro-. 
grams in support of that policy. Opposition to change diminishes in fact, if not 
in rethoric, as such programs are succesfully carried forward. Success, how­
ever, depends on progres~ive reduction of other constraints, as follows. 

2. Land Tenure 

The concentration of land ownership, despite a substantial agrarianreform program , is still a major obstacle to labor-intensive production in­
-reases. Moreoner, secure tenure (valid titles) apparently does not extend to 
large numbers of farm units. Continued redistribution, colonization. and titl­
ing are necessary, existing, and stated GOC pi1y is to accelerate these 
processes. Political and financial impediments to such accclcration will be
 
troublesome, but not prohibitive. An important issue in cuarrent policy evolu­
tion is the establishment of criteria permitting redistribution to proceed

,,her-e necessary, but without prejudice lo efficient commercial farming. 

5. Marketin 

The lack of a well coordinated food marketing system is deterrent to

Colombian agricultural production and to the potential growth of effective
 
consumer demand for non-food goods and services. Substantial improvements in 
food distribution systems sering the large urban centers are badly needed and 
some steps are underway to deal with this problem. 
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The least- effective marketing system among all the commodity groups

is the one for fruits and vegetables. Because of the potential labor adsorp­
tive capacity of fruit and vegetable production it is important that more
 
dependable and remunerative domestic markets be developed and that special
efforts be made to develop the capability to meet export market demands.
 

In many rural areas the lack of feeder roads is a serious barrier to
 
the integration of potentially productive agricultural areas into local and
 
regional markets.
 

There has been relAtively little public effort to stimulate the develop­
ment of an efficient and progre siveprivate sector in food marketing or in the
 
distribution of agricultural inputs. Many of the public regulations and direct
 
public intervention activities tend to discourage innovative investments by
 
private firms.
 

The GOC agricultural sector plan lists:marketing improveint as one
of its major objectives. The principal program activities are an exransion in
 
grain storage facilities, a continuation of price support and stabilization
 
activities, and a beef export promotion program. AID sector loan funds will
 
assist in the initiation of a credit program for private sector marketing firms.AID
 

fune s will also be channeled into feeder roads, with expansion in the forareas 
intensive extension pilot projects.
 

1
 . Credit
 

While total credit nominally available to agriculture is substantial,
much credit has been pre-empted by creditworthy borrowers, without serious
 
appraisal of the creditworthiness of the investment, or the relevance of the
 
latter to major national objectives, e.g., employment, intensified land use,
 
exports, etc. Inefficient use, and 
even diversion, of credit, are characteris­
tics of the system. Land reform must be accompanied by credit, but thus far
 
minor proportion of the reform's beneficiaries are clients of supervised


credit. Re-orientation of the large official credit flow to 
serve national prior­
ities, especially the small farmer strategy, is a major GOC objective and the
 
largest component of this loan is programmed to support that objective.
 

5. Inputs
 

The supply of improved seeds, fertilizers and pesticides meets or

exceeds effective demand, wh:!ch is relatively low. More effective quality

control, in the case of fertilizers, and agressive.sales and education 
.rograms

are required for all such inputs. Programs for small farmers, Partially financed 
from this loan, will increasingly emphasize that farmers receive recommended 
inputs as "in kind" increments of their farm plan financing. Further increase in 
use of inputs should come by shifting emphasis in supervised credit loans from 
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livestock to short term production credit for labor-intensive priority crops.
 

6. Research and Extension
 

The institutional capacity of the Colombian agricultural research and

extension establishment has improved markedly over the past 20 years. When viewed
 
against current development problems, the following adjustments appear to be
 
needed: 
(1) increased emphasis on problems related to increasing the production

and marketing of labor-intensive crops, on applied research and greater coordina­
tion of research and extension activities; (2) an exlpans'on of the extension
 
service to reach a greater proportion of the rural families; (3) increased in­
volvement of extension agents in the formation of farm plans and in assisting

clients to 
secure and utilize credit with technical assistance; (4) greater

emphasis on extension programs directed toward comprehensive rural community

developm, itand (5) strengthening of administrative procedures and reinforce­
ment of personnel development activities. The GOC agriculturalplan is well oriented 
toward these research and extension adjustments; however the overriding constraint 
to the achievement of these adjustments is budgetaLy. 

The AID sector loan funds will be used to reinforce the GOC efforts in
 
areas where new programs are being developed that promise to be critical in
 
effecting emplo.ment generation and increasing rural incomes, while maintaining
 
a nigh rate of output expansion.
 

7. Institutional Structure 

The reorganization of public sector agricultural agencies which took
 
place in 1969 greatly improved tie GOC'r with theability to deal constraints 
to development presented above. In brief the structure now consists of a Ministry
with decisive policy making and coordinating authority, over several strong
operating agencies which carry 
out agrarian reform, research, extension, educa­
tion, marketing, natural resources development, credit, etc. Much of the respons­
iblity under the new organizational structure rests with the Office of Planning

for the Agricu-_tural Sector, which is located in the Ministry of Agriculture.
Because of its central importance, loan funds will be used so strengthen the 
capabilities of the office. 

The 1970-73 GOC Development Plan envisages the continuation of this
office as a primary coodinating '.,echanism. OPSA will also coordinate the recent 
policy decision which has already led to the formation of agr'icultural development

committees at the departmental level. These committees, made up of members from 
each agency operating in the departments and chaired by an "ppointee of the Minister
 
of Agriculture, will focus on accelerating agrarian reform and development in ways 
which arc responsive to local conditions and aspirations.
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