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GLOSSARY

ACOPAI - Asociacién de Zooperativas de Produccién
Agropecuaria Integrada
Cooperative Associations for Integral Agricultural
Production

ASI - Asociacién Salvadorena de Industriales
(Salvadoran Industrialists' Association)

BCR - Banco Central de Raserva
(Central Reserve Bank)

BFA - Banco de Fomento Agropecuario
: (Agricultural Development Bank)

G - Centro de Nesarrollo Ganadero
(Center for lLivestock Development)

CENCAP - Centro de Capacitacidn Agropecuaria
(Center for Agricultural Training)

CENRIIN - Centro d= Recursos Niturales
(Center for Natural Resources)

CENTA - Centro Nacional de Tecnologla Agropecuaria
(National Center for Agricultural Technology)

DGCD - Direccidén General dez Contribuciones Directas
(National Direct Tax Office)

DIECRA - Desarrollo Integral de Empresas de la Reforma
Agraria
(Integrated Davelopnant of Agrariar Reform
Enterprises)

ENA - Escuela Macional de Agricultura

(National School of Agriculture)

FINATA - Financiera Nicional 42 Tierras Agricolas
(National Finance Office for Phase III Agrarian

Raform Lands)

IGN - Instituto Ceografico Nacional
(National Geograpaic Institute)

ISIC - Instituto Salvadorefio de Investigaciones del Café
(salvadoran Institute for Coffee Research)

ISTA - Instituto Salvadorciio de Transformacion Ngraria
(Salvadoran Institute for Agrarian Transformation)



MAG

OCOPROY

OSPA

RPRH

Ministerio de Agricultura y Ganaderia
(Ministry of Agriculture and Livestock)

Oficina Coordinadora de Proyectos MAG-AID
(Coordinating Office of MAG-AID Projects)

Oficina Sectorial de Planificacidn h?ropecuaria
(Agricultural Sector Planning Office

Planificacién y Evaluacidén de la Reforma Agraria
(Planning and Evaluation of the Agrarian Reform)

Rural Enterprise Development Office
(Oficina de Desarrollo de Bmpresas Rurales)

Registro de la Propiedad Raiz e Hipoteca
(Land Registry Offic2)

Unién Comunal Salvadorefa
(Salvadoran Communil. Union)



AGENCY FOR INTCHNATIONAL DEVELOFMENT
UNITED STATES OF AMERICA AL L D, IISSION
170 EL SALVADOR
C/O AMERICAN EABASSY,

SAN SALVADOR, EL SALVADUR, C. A

PRQJAT MITRORIZATION
{Rneaimant No. 2)

Name of Country: El Salvador

Namz of Project: . Ngrarian Reform Sector Support
Nambar of Project: 519-0265

Number of Loan: 519-T-032

519-T-032 (A)
519-T-032 (B)

1. Pursuant to Section 103 of Lhe Foraign Assistance Act of 1951, as
amended, the Mgrarian Reform Sector Suport Project for El Salvador ("The
Project"), authorized on May 23, 1983 (Lhor~inafter "Mathorization"), is
hereby awended as follows:

a)

b)

c)

d)

e)

Tha amount of grant funds is incercased by $5.057 million,
bringing the Life of Project grant funiing amaunt to $12.257
million.

e amnt of loan funls is incrensed by 48.5 million, ®ringing
the Life of Project loan funding wnount to ¢38.5 million.

The Project Acsistance Completion Thate (PACD) for the land
titling and suwoort cervices cooonents of the project is
extenied oy 12 months {rom Dacontoor 31, 1985 to December 31,
1987.

‘The PATD from the Rural Thterprions component 1s extended by 19
months for Duocanber 31, 1985 to July 31, 1988.

The requirewment of & 950 contribution of total project cdsts by
a PVO (FUSADES) peor State 200045 is herecly wiaived.
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2. Condition Preceient to Dishursement

Prior to any disbursement of funis unier this Amendient, or the
issuance by A.I.D. of documentation pursuant to which disburszent will
be made, the Rorrowsr/Grantee will, except as the Parties may otherwise
agree in writing, furnish to AT D. in fora and substance satisfactory to
A.1.D., evidence that this Agrecasnt Awendient has boeen duly ratified and
that it constitutos a valid and 1-gally Linding obligation of the Grantee
in accordance with all of its teorus.

3. Exceot as expressly ameniad or modificd hereby, the ARuthoriration
rerains in full force and effect.

A AL A _7 [1s/sé

Fobin L. Gomez Dite
Director, USAID/El Salvador

Drafted hy: JCloutier, IA’RI-m'-p';(dr;ift)
Cleared Yw: Dioyd, PRI 77
KE1lig, RDO (in dvaft)
Jhavison, CONT_ T 0+
BSchionten, DDIR _Z:’..b.-

4349B
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EXECUTIVE SUMMARY

The Agrarian Reform Sector Support (519-0265) Project was designed and
authorized in FY 83 to support implementation of the agrarian reform in El
Salvador. Its original purpose was to increase the efficiency and
effectiveness of the agrarian reform by accelerating the land transfer
process, improving the ability of the GOES to provide essential recources and
gervices to reform beneficiaries, increasing managerial capacity of
cooperatives and encouraging expanded private sector investment in
agro-business enterprises directly related to the reform.

The project was authorized in May, 1983 with a PACD of December 31, 1986 and
Life of Project funding of $30 million in loan and an original $4.9 million in
grant which was later increased to $7.2 million. All funds have heen
obligated.

In order to concentrate project activities on titling, the most essential
reform services and tc ‘ay a groundwork for a broader USAID agricultural
effort in FY 88, the project is being amended to: (1) extend the PACD to
December 31, 1987 (except for a discrete private sector component with a
separate PACD of July 21, 1988), and (2) incrcase loan funding by $8.5 million
and grant funding by $5.057 million. State 159095 provides the authority for
USAID/ELl Salvador review and authorization of this ameniment.

The project qoal. of expanding rural employment, raising income and providing
secure tenant rights remains unchanged. The revised projzct purpnse is to
complete the consolidation of the agrarian rcforim process and create
conditions necessary to integrate the beneficiaries into the broader agrarian
econaiy. This will be accomplished by the (1) completion of Phase [ and Phase
III titling, (2) adoption by GOES cf a classification system for Phase I
cooperatives based on their potential for "self-management", and (3) increased
access to productive vesources and essentinl services for reform beneficiaries.

The revised project purpose implies a more narrow focus on project activities
(i.e. titling, essentinl services and promdting private sector agricultural
investment). This will result in a reduction or cessation of project support
to several current project implementing agencies which are not directly
supporting these most essential project activities. Conversely, those
entities most directly supporting such activities will receive even more
intensive support during the project extension.  Thé groundwork for greater
private sector participation in the agrarian reforvm will be greatly expanded
by promoting agricultural feasibility stulies and the pronotion of new
enterprises.

The Project Development Team was composed of the following USAIND/EL Salvador
staff members:

Cr. Ken Ellis, Rural Development Officer
John Cloutier, Office of Projects

Clem Waber, Deputy Rural Development Officer
Dr. Mike Wise, Project Manager
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The following consultants or AID/W staff performed the technical analysis of
the project:

Steve Wingert, LAC/DR
Barry Lennon, Credit Cooperative Spemallst
Dr. Dave Fledderijohn, Cooperative Specialist

The project was reviewed by the following USAID/EL Salvador officers:

Robin Gémez, Director

Rastiaan Schouten, Deputy Director

Ronald witherell, Associate Mission Director for Operatious
Donald Boyd, Chief, Office of Projects

John Davison, Controller

Dr. Andy Anderson, BEconomnist

Dr. Roberto Iedn de Vivero, Program Officer

A) Summary of Original Project

1. Economic/Political Environment

The distribution of land in El Salvador has historically been directly
related to wealth, income and, for some groups, even survival. Tt has been a
cause of social and political unrest for nearly a century. The 1932 uprising
which was violently surpressed by the qovernuent (La Matanza), led to some
very mdest attampts at land reform such a¢ voluntary sales of unwanted land
to the government. By the end of the l‘)7(is land distribution in EL Salvador
was so wnegual that six families owned more land than 133,000 farm families.
vith the highest ratio of landless fami 11(“ to total ])OpU]ﬁth‘”l in Iatin
America, the land tenure problen hacame recxnized as one of the most unfair
in the world., The redistribution of lrmd and nther factors of agricultural
production leading to increases in income anl other benefits is the primary
focus of El $Salvador's Agrarian Reform Program.

In March, 1980 the Govornment of 1l Salvador (GOES), faced with a strong
guerrilla insurgency, initiated the agrarian reform process through a series
of decrees which have changed social, economic and land ownership patterns
Lhroughout the country. 'Tha goils of the reform incluide: a more equitable
income? distribution; increased empl oyrrﬁm; and inereased agricultural output.
The reform had an immediate political impact in that it addressed social
injustices vhich were being exploited by leftist guerrillas. Attainment of
longer term goals will require time for polarized groups to adjust to th:
change and reaquire further assistance to the now landowners (cooperative
members and small landholders) who were suiienly thrust into positions
requiring varying degrees of management capability and external resources.

The agrarian reform consists of three Phases, two of which are actively heing
implemented. Phase I involved the expropriation of landholdings in cxcess
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of 500 hectares. This has resulted in the formation of 317 cooperatives
controlling 470 expropriated properties. Property affected by the decree
included all livestock, machinery and equipment permanently located on tne
expropriated land. ILand belonging to existing agricultural cooperatives and
peasant organizations was not affected. The total land area involved in Phase
I is about 220,000 hectares, approximately 15 percent of all farm land.

Phase III allowed farmers who had access to land on May 6, 1980 to apply for
titles on up to seven hectares of the land they rented or sharecroppad. The
former renters involved in Phase III, known as 207 beneficiaries after the
decree which authorized this Phase of the reform were granted provisional
titles. Phase III frees eligible beneficiaries from further rent payment to
their former landlords. Eventually the tenant will receive a definitive title
to the land which meets the criteria for acceptance by the Land Registry Unit
of the Ministry of Justice. The number of Phase III beneficiaries is expected
to total approximately 45,000 farm families.

Phase II of the agrarian reform involves possible lands in excess of 245
hectares. Owners were given until the end of 1986 to sell landnoldings
greater than 245 hectares. According to the constitution, unscld Phase II
land will be expropriated after the necessary implementing legislation is
passed by the National Assembly. Threat of expropriations of these lands has
led to a significant amount being sold. In addition, about 13,000 hectares of
potential Phase II properties have been claimed by Phase III beneficiaries
under Decree 207. It is estimated that approximetely 369 landholdings would
be affected by Phase II. The GOES is publicly committed to enacting Phase I1.

2. Project Components and Expected Oatputs

The purpose of the Agrarian Reform Sactor Support Project (519-0265) is to
increase the efficiency and effectivencss of the agrarian reform program by
accelerating the land transfer process, improving the ability of the GOES to
provide resources and services to agrarian rceform beneficiaries while
increasing the managerial capacity of agrarian reform cooparatives, and
expanding private sector investmmt in those enterprises directly related to
the agrarian reform. The project has provided financial and technical
assistance to the GOES since its authorization in September, 1983. The
project's three components are lund transfor, support services for reform
beneficiaries and rural enterprise devetopment.

The land transfer component involves providing titles to Phase I
Cooperatives and Phase ITI beneficiaries. In hase 1, approximately 389
properties were to be acquired by ISTA (1ater increased to 470) and 315
cooperative titles (later increased to 317) were to be adjudicated. Ixpected
outputs for Phase 1II included the initial qranting of 75,000 provisional
titles (since reduced to about 65,000 and 45,000 definitive titles.) 'The
titling process for Phase III is handled by FINATA, with definitive titles
eventually registered by the Land Registry Office in the Ministry of Justice.
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The support services component of the project includes: the training of
managers and accountants (originally estimated at 280 of each); the
development and transfer of techuology through extension services (CIENTA) and
training agencies (CENCAP, ENA). These outputs were to be measured by the
development of regional committees (4), local committees (59), ugents trained
(140), non-traditional crop packets (40,000) and solidarity groups organized
(3,500); and improvements in training and communications by CENCAP and INA.
This last output includes training agents (140), training campesino leaders
(10,000), and developing radio programs (700), television programs (50),
pampalets (80), new professors {(6) and new courses (3).

The third project component, rural enterprise development was to be
through the Salvadoran Industrialists Association (ASI), and include the
establishment of the Rural Fnterprise Development Office (REDO), the
conducting of feasibility studies (5) and the establishment of new enterprises

(3).

3. Summary of Implementing Agencies

This soction provides a summary description of those agencies involved in
agrarian reform services, directly or indirectly, which receive project
funding.

1. ISTA

ISTA is the Phase I agrarian reform implementing authority. In fulfillin
the goals of the agrarian reform ISTA has four major roles: (1) land
acquisition, (2) temporary co-managoment until coopzratives become
organized and capable of self-wanagement, (3) land adjndication and (4)
coordination of inputs and technical assistance provided by other
government organizations.

During the Phase I expropriations, ISTA officials notified (either in
person or by public notice) the owners identified as holding land in
excess of 500 hectares that their land was to be acquired. ISTA officials
took physical possesion of thaose propoerties with the support of the Armed
Forces anrl expropriited those over 500 heetares. The former owner has the
right to coatinue to own 100-150 hectares.

For those properties acquired by ISTA, a title was prepared, and the
property was transferred to ISTA. ISTA holds title to the properties
until the titles are transferred to the eligible beneficiary cooperatives
and comnunil associations.

ISTA is also responsible for supervising the care, management and
productivity of properties acquired by the GOES in earlier reforms and
through voluntary sales. For purposes of credit and technical assistance
delivery (as well as some statistical reporting), the GOES often refers to
a consolidated reform sector which includes the Phase I reform sector and
the 112 properties acqired hofore Decree 153 was implemented (sometimes
referred to as Decree 842 properties).
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ISTA handles not only the procedures of expropriation, compensation and
title transfer, but also co—-managenent of the cooperatives, social
development of cooperative members, housing, private enterprise
development, farm planning and technical and credit assistance. An ISTA
employee, called a "co—gestor" (co-administrator) is assigned to most
cooperatives and in addition to som» management responsibilities, has veto
power over any decision made by cooperative members.

FINATA

In the spring of 1980, less than two months after the biggest haciendas
were expropriated, the government amounced an additional agrarian reform
program vhereby tenant farmers and sharecroppers would be allowed to claim
ownership to the lands they were actually farming at the time. The land
baing rented was generally around four acres cf, for the most part,
marginal crop land. The campesinos who filed claims were to make annual
payments to the government for a period of up to 30 years.

This program was announced in Decree 207, which turned out to be
controversial both inside and outside of the govermment. There was an
eight-month legal controversy about just how the program should be defined
and carried out, and how the requlations should be written. There were
fears that many "widows and orphans" and others of limited financial
resources would be hurt by the program. There were also thousanxis of
landless peasants who saw Decree 207 as a chance to becom2 small land
owners without the insecurity of finding plots to rent and plant corn for
their family every spring.

In December of 1980, the government published the long-awaited requlations
under Decree 207. The original idea was that this program would be run by
ISTA, but it already had responsibility for 300 new cooperatives, so a new
organization was created. This was FINATA, a national financial
institution for the transfer of agricultural land. In contrast to ISTA,
it was defined as a land transfer agency with no specific responsibilities
to its heneficiaries boyond providing them with a clear title and a credit
plan to pay for their plot.

FINATA presently has 504 permanent and 300 temporary employees in 14 field
offices throughout the country. Until June 1984, FINATA employecs
concentrated on locnting potential beneficiaries, explaining the filing
procedures and taking initial applications. Since the expiration of the
filing period, FINAYA has been reassiguing personnel and resources to
concentrate on completing the titling procedures.

As the implementing agency, FINATA is charqgad with: (1) promotlng Phase
I1I, (2) preparing renter claim application forms, (3) issuing provisional
titles, (4) obtaining the affected land from the owner, (5) de! ormininq
and paying former owner compensation, (6) verifying titles and propillng
new deeds, and (7) establishing the amount of the former renter's agrarian
debt andi payment.
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It is important to note that unlike Phase I which was initiated by GOES
expropriation, no action takes place under Phase IIT until the renter
initiates the claims procedure. Tnis design feature, in an environment of
threat and violence, seriously impairs the "self implementing" aspect of
Phase III originally envisioned. The preparation of application
documents, carried out in the FINATA field offices, begins a multi-step
procedure which leads to issuance of a definitive property title to the
Phase III beneficiaries. The first four steps of the procedure, conducted
at the FINATA field office, lead to the issuauce of a provisional title.
The provisional title assures the former renter of the right to cultivate
the land and reap full benefit of the harvest. The provisimnal title also
provides the former renter with casier access to the BFA for production
credit financing. A total of 62,160 applications have been filed. (A
definitive title is one which has then been developed such that it meets
all criveria for registration by the Land Registry Unit of the Ministry of
Justice.)

while a large majority of FINATA heneficiaries are individuals, some 3,500
are organized into about 72 cooperatives. The law establishing FINATA
permitted cooperatives formed by campesino organizations to be included,
and most of the co-ops have membors Who balong to the Salvadoran Commmal
Union (UCS) or the Cooparative Associations for Integral Agricultural
Production (ACOPAI.) About ten have been formed without any sponsoring
organization. According to FINATA, 27 are production co-ops organized as
collective cmployers. There are 36 co-ops in waich members work as
individuals but the co-op arranges services for members. Nine co-ops are
a mixture of both production and scrvice types.

During 1981-1983 FINATA paid very little attention to the provision of
services to beneficiaries, but this changed in 1984, and current policy is
to ma¥ 2 some limited efforts to coordinate appropriate services from other
governmental and intemational organizations.

MAG Agencies

The key Ministry of Mriculture (MAG) agencies involved in the project and
a brief description of their supportive roles follow:

a. CENTA — The Natiocnal Center for Agricultural Technoloyy (CENTA)
embraces several functions such as agricultural research, seed
production and certification, the function most directly affecting
Agrarian Reform beneficiaries and institutions is that of
agricultural extension. Through agencies scattered throughout the
country, its agents are expected to reach both Phase 111 small
farmers (finateros) as well as peratives (under ISTA
sponsorshiv). There are instrmces where special events and outreach
activitines have been planned and conducted in conjunction with ISTA
or under FINATA sponsorship.
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CENTA is responsible for research and extension activities related to
all crops except coffee. It is divided into three functional
divisions: research, extension and seed technology. The research and
extension efforts supported by the project focus upon needs arising
out of the agrarian reform:

- The need for Phase JII beneficiaries to change from a pattern of
shifting cultivation to more intensive farming of permanent
parcels; .

-  The neal to diversify crops, make permanent improvements and
participate in community development efforts; and

- The necd for farmers to organize themselves into commodity
associations, water-users groups, credit societies and other
organizations to facilitate dealing with land reform agencies,
banks and other public and private institutions involved in rural
development.

CENCAP ~- The National Training Center (CENCAP) was established in
1975, and is charged with providing short courses and in-service
training for the rural population and technicians and professionals
working in the agricultural sector. Among its functions are:

- The organization of seminars, courses, workshops, and other
events to meet these needs;

- Provision of training program guidelines for the entire
agricultural scctor;

- Collaboration with vocational and professional schools, and
providing them with information obtained through CENCAP research,
training, and evaluation efforts;

- Assisting MAG entities in agricultural training and communication
efforts; and '

- Coordinating MAG participant training outside El Salvador.

This organization has carried out a mmber of activities --seminars,
courses, workshops, etc. —— dircctly for personnel of 18TA and/or
FINATA (such as training for promdters and co-administrators) as well
as for henoficiaries, particularly for the members of the reform
cooperatives.

CENREN — The Center for Natural Resources (CPNREN) provides
technical assistance in snil consorvation and forest area management
not only to Agrarian Paform bencliciaries but to other individuals

and grous as well.

ISIC —— The Salvadoran Institute for Coffee Research (ISIC) works
with Agrarian Reform beneficiaries in that muny are coffee

producers. It has a mindate to provide integrated technicnl
assistance to the reform sector on a priority basis. 1t conducts
campaigns of information on the identification and treatment of major
coffee pests and plagues. It also performs research designed to
provide guidance to coffee producers to improve El Salvador's coffee
output.



-8~

OD"R -~ The Rural Enterprise Developuent Office (ODER) is a program
waich is in the early stages of implementation. One of its roles is
to promote and facilitate investments in marketing projects in the
reform sector. It also has been assigned the tasks of seeking out
and sponsoring investment projects aimed at diversifying production,
encouraging the development of agro-industries, improving the
marketing infrastructure and opening up new markets.

(NG -~ The Center for Livestock Development (CDG) is in essence the

SNTA for livestock producers —— it is responsible for developing and
disseminating new production technology and pest and disease control
information. 1It, too, is cxpected to give priority to the reform
sector.

Departamento de Asociaciones Agropecuarias —- This department of MAG
is responsible for analyzing applications of cooperatives and
cooparative fedarations for legal status and conferring such status
on them if it finds that they meet the legal requircments.

PERA —-The Planning and Wvaluwiation of the Agravian Reform (PERA) is
considered a project of OSPA (the MAG Planning Office) and is
referred to as such. It is responsible for conducting a series of
ongoing studies and evaluations of various aspects of the Agrarian
Raform, including the annual evaluation of the reform. It has
studied specific problems faced by both ISTA and FINATA and has made
recomnandaticns which all too often have not been accepted or put

into practice.

EA — The School of Mriculture (FEWA) was established in 1956, for
The surpose of providing vocational resident training for
agricultural tecdhnicians. The school was established with U.S.
assistance and patterned after the “morano school in Honduras. The
curricilum of the ENA consists of a 3 year progrom of 9 cycles of 15
woeks each, with a total of 160 credit hours of classwork. Classrocom
instruction takes place during a porticon of the day and practical
"hande-on" work occupies the remiinder of the day. Because of the
vocational nakure of the proyram, the school must operate a
substantial farm and food processing complex. The school has various
production units, such as poultry, swine, dairy, etc., on which the
students work. The demani for gradnates from the INA has generally
heen quite strong. Most of the agricultural extension agents as well
as many private sector technicians were trained at ENA,
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The above agencies and departments of MAG (which are the main ones
dealing directly with some aspects of the IMgrarian Reform) are
supposed to actively support the Agrarian Reform and particularly its
principal institutions, ISIA and FINATA, as well as the cooperatives
and other beneficiaries. Both explicitly and implicitly they have
been instructed to coordinate their activities with TSTA and FINATA.
In practice, the coordination that takes place is limited and
frequently of an ad-hoc nature.

Also involved in the project are the Salvadoran Foundation for Feonomic
and Social Development (FUSADES) and the Myricultural Diversification
Program (DIVAGRO). FUSADES is a non-profit private foundation established
in April, 1983 and committed to furthering private sector activities in
consultation and cooperation with the govermment. It's mambers include
pusiness leaders from various sectors of the economy. FUSADES is involved
in several A.I.D. projects and is seen as one of the most viable
mechanisms for promoting private sector activity. DIVAGRD, a part of
"USBDES, is a private sector entity promot ing agricultural development.
(See pages 31-33 for a more detailed description of these entities).
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B. Project Status/Outputs to Date

The LOP outputs on the charts below are intermediate steps which will lead
to the attainment of the outputs of this project paper amendment.

-  Campletion of titling.

—~ Phase I management and administrative systems designed and operational.

~ Phase I coopzratives linked to adequate and appropriate technical
support services.

- Phase IIT beneficiaries provided with increased access to technical
services.

During the extension of this project, the assistance described in this
amendment will result in the following inlicators for the above outputs:

- Phase I: 317 titles granted.

—  Phase III: 45,000 titles granted.

- 450 Directors trained.

- 250 Accountants trained.

- 150 cooperatives with the PAU accounting system in place.

- 200 coopzratives indicating services are adequate.

- Half of all Finateros listening to radio messages re. ilarly or

receiving extensionist visits regularly.

The following summarizes planned and actual Project outputs as of 3/31/86
and shows the amended LOP amounts as reflected in this project paper amendment:

Original Actual Outputs
Outputs 1 79) Amended LOP 3/31/86
I. Land Transfer
A. TFINMA (Phase III):
- No. of provisional titles issucd 79,142 62,160 62,160
- No. of properties compensated 5,000 5,000 1,736
- No. of definitive titles issued a) 45,000 45,000 12,548
- No. of titles reqistered in
he Land Registry Office (RPRi) 40,000 10,000 5,648
2. ISTA (Phase I):
- No. of proparties compansated 469 459 332
- Mo. of definitive titles issued
by ISTA to productive units 315 317 b) 145

a) Definitive titles are those which meet the criteria of the RPRHi for
registration.

b) Number of productive units (coops) expected to b2 formed. Some coops
receive title to more than one property consolidated under one
document.

Note: Original IOP amounts are from the original project paper.
Amended LOP amounts are revised outputs to be adopted with the

authorization of this project paper amendment.
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Original ‘ Actual Oatputs
Outputs el Amended TOP 3/31/85
TT. Sapport Services focr the Agrarian
Reform
A, ISTA:
- No. nf cooperative managers
presently employed 280 250 117
- No. of cooperative accountants |
presently employed 280 250 118
- M. of cooperatives with Uniform
Admin. System (PAU) 314 200 113
B. CENTA:
- No. of Solidarity groups
organized 3,500 3,500 2,877
-~ Plants and sceds produced for
distribution:
- Basic grains seeds (gq.) 8,000 8,000 1,798
~ Fruits/vegetable seeds (1bs.) 11,100 11,100 3,102
- Assorted plants (no.) 600,000 600,000 547,123
- Demonstration areas/field trials . 600 1,141 904
C. CENCAP:
- No. of training events 2,511 1,694 1,199
- No. of technicians trainad
in-comntry (short term) 13,296 + 10,000 4,744
- W. of campesinns trained
im-comtry (short term) 30,000 50,000 46,265
- No. of radio programs 700 150 76
- No. of television programs 50 100 58
- Mo. of differcnt pamphlets and
other educational materials 80 150 108
D. INA:
- Ho. of students enrolled 1,120 . 120 964
- No. of class hours given 2,940 2,958 2,469
E. OSPA:
- No. of persons trained abroad:
-~ Technicians (short tevi) %0 %0 85

- Campesinos (short term) 40

25



Original Actual Output
outputs 1.oP Amended LOP 3/31/85
F. PERA:
— Annual evaluations of the
agrarian reform 6 © 6 5
- No. of special stuiies based
on field surveys 25 25 15
IITI. Rural Fnterpcise Dovelopment
A. MAG-ODFR:
— New entity established 1 1 0
B. FUSADES-ADP
~No. of feasibility studies
financed 4 13 9
~ Mata Bank established 1 1 0

The land transfer is behind schedule with Phase One cooparatives having 145
dafinitive titles issu»i out of 317, and Phase Three benaficiaries having
12,545 definitive titles. The key problems are the lack of funds to
compensate former owners, difficulties clearing liens against the properties,
and an ohsolete property registration system. A.T1.D. is supporting efforts to
get funds for compensation, to re form GOES legislation regarding the liens,
and to shift to a modern folio real land registcation system and is optimistic
about the prospects to solve these problems in time to complete land titling
transfer by the end of CY 1987, the proposed PACD in this project extension.

About 25 per cent of EL Salvador's arable 1and has bheen transferred to
formerly landless peisants, directly bonefiting 570,000 persons, or over 25
per cent of the rural population and 12 per ceat of El Salvador's total
popalation. In terms of the political reasons for which it was undertaken,
aorarian reform in El Salvador has been a success.  In economic terms the
imoict of the reform has been mixed. Total proluction from the Phase I reform
sector is helow pre-reform levels, due to reduced area in crops, but this is
also trus in the non-reform sector. Credit experience has not been favorable
with most of these cooperatives and management capability is generally
considered seriously inadequate. Only an astimated 70 of the 307 Phase I
cooperatives are considersd moderately successful, although even these
cooperatives nay be decapitalizing their farms in order to remain current on
production credit loans. As is analyzed throughout this paper, many of the
problems of the Phase I cooparatives are belicved to be structural, i.e.,
failure to establish in the cooperative the proper incentives for success,
including self-initiative and self-reliance by the cooperative members.
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For the Phase III beneficiaries the impact of the reform has been more
positive. Although for the 1984/5 crop year only 23 per cent of the
beneficiaries received touhnical assistance, and only 22 per cent received
loans from banks, the follewing prograss occurred between 1982/3 and 1984/5:
(note that these figures represent successiul recovery from the depressel
conditions of the violent early days of the reform, not necaessarily major new
progress, although recovery is itself a major acconplishment given lack of
support services?:

-beneficiary land holdings have increased by 18.3 per cent through
rental, purchase, inheritance, ot othar means and fixed assets have
increased by 200 per cent, indicating both existence of profits to
reinvest and incentives to expand production, resulting from land
security.

-basic grain production increased by over 200 per cent and is now
equal to one quarter of the national proluction.

-production of other crops increased from 5 per cent to 28 per cent
of total beneficiavy production, demonstrating diversification of
production. Value of these crops per hactare is 250 per cent of that
for hasic grains.

~use of hired labor increased 400 per cent.

—erosion constraint infrastructure was constructed by 20 per cent of
the beneficiaries. ‘

The program for placing professional manigemant in 280 cooprratives (PRODEA)
has resulted in 117 cooperatives with manaj=is and 118 with accountants.  Tha
cooparatives without managers and accountants gonevally are th2 weaker '
cooperatives with the greatest need to bronme finwmcially viabie. The
stronger cooperatives have not yet been emncipated froim co-management by
ISTA.

CENTA is providing impressive coveraqge for extension services to bencficinries
but the unfulfilled demand is substantially greatar. 110 extension positions
have been filled (out of a life of projact target of 140) and 2,877 borvowr
groups were formed (compared to the 100 targat of 2,200). Approximitely 1/3
to 2/5 of the initial LCP targets for immmoved socis and fruits have baeen
achieved in the first two years of the project.  Proposed rejicinal eommithees
and local comnittees have not yet been cre \ted but are planned for 1986.
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CENCAP has trained 46,265 campesino leaders (vs the LOP target of 30,000) and
the courses appear to be highly regawi~l. Demand is substantially higher.
Training for 140 extensionists of CEII'A has not yet taken place and the radio,

television, and pamphlet projrams are far xhind schedule,

ENA (the agricultural school) has added six new professors as planned and five
new courses.

The program to stimulate new private sector enterprises has finally led to
creation of a new unit in the Ministry of Agriculture (MAG) and the initiation
of stiuriizs.

C.

Rationale for the Amendiwont

The Salvadoran agrarian reform is a massive recorientation of the social
and economic relationship of rural society uniertaken in the midst of an
active civil war and economic recoscimn.  Although somz of the principal
strategies which governed the refinrn had been doevalopad by Salvadoran
politicians long before tha uphenval, implammitation was carried out in an
ad hoo wumar dictated by the sozial ¢haos and ccononic stress of the
poricd.  The Salvadocan agrarian veform, Tike all such moasaves, was
fundamentally potitical, anl the offort to conwdlidate the reform and use
it as a vehicla to improve productivon and emplogmant remains a fundamental
political commitment of th2 Goverment of El Salvador.

The reform has boen plaqued by marey Hroblons, both external to the reform
andl internal. "he most oavious is th civil war, which has greatly
hamperad efforts to consolidate th: roform.  Tovty-eight large reform
sector farms in the midst of the war zone arc totally abandoaad or in
extromely wonk financial conlition.  Sugar cane fields ave frequently
burned and cro)d spraying planses wors g o1 ootton Lams have baen shot
Aoem.  Cooociabive managers andt olecied leaders bve been assassinated and
kidnappad.  Tn addition, the generalized iwoavet of the war in the
Salvaloran econoay, althomgh £2ar wory e in some cones than others, liwits
investment in critical agro-indusivial support sevvices.

Tha reform process has boon farther corplicated by the frequeat shifts in
political leadevsaip as EL Salvadar has sought t consolidite its return
to damocracy.  Since 1900 there have boen musrons changes in key GOES
of ficns with con-ommitiant shifts in policies allecting the raform.  While
swrpock for the reform has generally Loen constaot, differoint ministers
and heads of critical reborm institufions have parsued varying, and at
tim~s conflictiny, objectivoes.

A third major constraint faced by the reform has been the stagnant markets
for traditional export crops, which were the economic base of the
pre-raform hacinndas.  International prices for coffee, cotton, and sugar
have been deprossed since 1980, excopt for the rocent improvement in
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coffee. The immact of the low prices is manifested in unprofitable

operations and inability to m2et credit obligatious on some of the reforn
farms, just as non-reform agricultural operations have been similarly

affected.

The Agrarian Reform Support Project was undertalen when the status of the
reform was pro*-wr:ouq and required a quick response A3 was noted in tho
original Project Paper (p. 17): "Many agrarian reforn coops and Decree 207
beneficiaries are at a point whare Lnuy camot afiford to walt for a
long-term solution. If quick action is not taken, there is a real risk of
many Phase I coops sinking hopalessly into debt and a numbar of Decree 207
beneficiaries bﬁlng forced to abandon their parcels bocause they cannot
make them profitable enough to continue." 'The 0255 project was designed
to consolidate the reform through issnance of legal titles to
beneficiaries anil to finance support gorvices essential to assist the
beneficiaries through the critical early stages of the reform.

The farm laborers who tooi over the laras, profitable hacienlis under
Phase I, converting them into cooparatives, hal no experience in farm
management and in fact ware mostly illiterate. Daving the past Lifteen
years, most A, T.D.-supported cooparit ive developarat activitins in Latin
American countries have boen intensive efforts to develop four to six
pilot regionnal service cooporative.: por country over a p-zrio'i of several
years. Q‘mparm] with this, the ovornioht creation of 317 couplex
agri-husiness Loop*ratlve,, led and ofton managel by unl.rr,n_nc\] farmers,
was an awesone task. To do o in the midst of a4 civil war and rapidly
shifting political leadership, and durirg a periel of general economic
recession, was a truly foruidable wanderiaking.

In adlition to the external constraints, thore are a number of internal
problems resulting fron the stoncture of the Phase 1 coopaeratives.  These
includes:

1. The cooprrative membars' first priocrities are stealy cmployment and
access to a smll parccl of lani to plant basic grains for home
constmptinn,  Many are basically Larm labocers who considder the
cooperative as tholr auployer.

2.  Many cooparatives are in effect run by elected leaders with little ov
no knowlc iy of compztilive agri-business. Good manag2rs are
difficult to recruit and may nob b acvepted hy the codporatives’
leaders.  'Thare has baen no oryprehonsive training progran for
managers.

3. The GOES assumed a co-mamgemont. vole which was critical to the
initial survival of the Thase [ coorcratives. Some officials,
however, would like to continue this role indefinitely, which would
maintain state control and imp>le development of private m1t1at1vc
In some cooperatives, the co-minagenent policy has alrealy become
counterproiuctive.
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4. None of the cooperatives has a capital base nor is likely to have one
in the near future. Agriculture is a high-risk husiness and does not
lend itself to highly-leveraged financing, as has been recently
demonstrated in the rural United States. Even the wages of
cooperative members ave financed with borrowed resources.

5. 'The legal status of many cooperatives remains unlefined, as does the
status of their agrarisn debt.

6. Many cooperatives have too few members to effectively farm all of
their land resources. Yet, they are reluctant to share their assets
with others by incorporating new members.

7. Finally, although som2 menbers adapt to the cormunal structure of
their cooparatives, in other cases this structure fails to provide
adequate incentives for worker productivity or results in abandomment
by more active members.

The structure which was adopted for the Phase I cooperatives was perhaps
rational and justifiable amidst the chaos and violence of the carly
reform. It involves, however, constraining features which inhibit
operation of the cooperatives as efficient agribusinesses. State control
over the cooperatives is evoensive with all of its nogative oonnotations,
including lack of farmer initiative in adjusting to market conditions,
bureancratic interference with efforts to streamline operations, need to
obtain approval of COFS ofticials even for emergency repair part
procurcment, etc. See the Policy Considerations Szction of this paper for
a discussion of these issues.

The Phase III bheneficiaries face other constraints caused by the change in
their agricultural status resulting from the reoform. Traditionally, many’
of these farmers employed shifting slash awd burn technology, allowing
land to recover fertility by lying fallow. With land ownership, these
prolicers riskad rapid loss of their productive base if they continued to
rely on such prior technolojies.

Except for titling, the assistance required by Phase IIT farmors is less
urgent than that required by Phasa T codperatives, and efforts under the
amendment to this project will focus most heavily on improving the policy
environment and operating conditions of the cooperatives. However, some
assistance will also be provided to improve the adiministration of
extension service assistane? to Phase I1T, particularly use of miass media,
and to begin the consolidation of service cooperatives serving Phase III
bene [iciaries. These efforts will be directed at laying the groundwork
for agricultural follow-on projects assisting both reform and traditional
sectors, such as a planned FY 88 agribusiness project which will
strengthen private sector agricultural development activities.
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The p-oposed twelve-month extension of the 0265 project is required to
complete the complicated titling process and to begin to shift GOIS focus
toward a long-term solution of reform scctor problems. The underlying
strategy is to consolidate tha successful and near-snccessful
cooperatives, lay the basis for restructuring the wnsuccessful
cooparatives, and help the agrarian reform heneficiaries to more fully
participnte in the agricultural sector. Failure to wrovide for this
extension would leave the majority of the Phase IIT reform bencficiaries
without finalized titles and would drastically reduce the provision of
essentinl support scrvices to the reform sactor. Turing the extended life
of the project, provision of support services will either be
institutionalized in the private sector or shifted over to financing from
GOES resources.

Resolution of the problems facing the Salvadoran agrarian reform
beneficiaries is not a short-term task. DMaring the extended life of this
project, efforts will be directed toward the internal problewms of the
cooperatives, as part of the effort to h»lp them overcome the initial
trauma of the reform. In the future, both the GOE3 and USAID/IS will
broaden their attention to include non-roform prolucers, most of whom are
as poor as reform beneficiaries and confront similar problems. Reform
beneficinries will not be abanioned, but the justification for exclusive
attention has been weakened. The problem: that they face, after the
initinl dislocations of the reform have boen overcom?, ate oo to all
small producers. Waile soma reform cooperatives may still be suffering
severe prohlems, a limit needs to ha plaoul on the period of intensive,
subsidized efforts to resolve those problems,

Develommant of the agrarian reform benelicinvies after the PACD of the
projoct will he supported through projects dz2signed to improve the
efficienty of the entire agricultural scetor which will implicitly
continu: to promote the consolidation of the reform, including:
develosant of managament capabilities in reform and non-reform
cooprratives and agro-industrinos, expansion of agricultral tedhinology
adaptation and dissemination (both to roform and non-raform sectors), and
improvemnt of the efficiency of financial markets.

In order to implement this strategy, the scopz of the 0265 project will b2
roducsd.  The formidable size of the toqh of consoliditing the reform and
the limited resources aviailable necessitate the elimination of project
support. to activities not essential to sohieving objectives,  Also, by
reducing the number of implom-nting institntions, hoth the GOES aal
USAID/135 will be able to better foous on problem resolution.  ‘The
principl activities to be carried out ring the exterslad life of the
project arc: Complecion of titling, suroort for cooparative anagament
improvement. and leader training, technology transfer, promotion of
agricultural private enterprise studies and support activities, and policy
dialogue to encourage redirection of futuve cooperative development
activities.
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In addition to the discrete project activities, USAID/ES will also
continue to support adoption by the GOES. of a series of policy measures
necessary to implement this strategy. These policies will facilitate the
legal consolidation of the refourm, create incentives for greater
production through return of cooporative profit to the members, allow
cooparative members greater control over their affairs, shift the Phase 1
cooperatives awny from dependency on the GOES, set a time limit for GOES
subsidies to the coopcratives, and define the conditions under which a
cooparative will be restructurced.
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Description of Project Ameniment

A. Goal and Purpose

The original goal of the Agrarian Reform Support Project was to
expand rural employment, raise incomes, and provide secure tenure
rights for agrarian reform beneficieries. This will continue to be
the goal for the amended project.

The original purpose of the project was to increase the efficiency
and effectiveness of th2 agrarian reform program by acorlerating the
lard transfer pros - s, improving thoe ability of the GOES to provide
resourcas and services to reform beneficiaries while increasing the
managerial capacicy of agrarian reform cooparatives, and expanding
private sector investment in enterprises directly related to the
agrarian reform.

In order to concentrate project activities during the extension on
titling, essential reform services and laying the groundwork for a
broader agricultural effort in FY 88, the following purpose statemaent
will be adopted for the amended project: Complete the consolidation
of the agrarian reform process and create the conditions neoessary to
Tnteqrate tho agrarian roform beneficiaries into the broader agrarian
econonty .

This purpose will be attained through the following actions:

1. Substantially comolete the titling process during the extended
LOP to solidify the legal status of the beneficiaries.

2. Link the successful Phase I agrarian reform cooperatives with
private sector sources of continuing support services, and improve
the efficiency of service delivery by public sector entities until
the private sector linkages can b2 established amd institutionalized.

3. Promote adoption by the GOES of policies and legal framework to
assure elimination of public subsidiess to unsuccessful reform
cooperatives after a reasonable period, permitting the restructuring
of these entities.

4. Test alternative service delivery strategies for supporting
Decree 207 beneficiaries and similar small farmers.

5. Support private sector efforts to develop non-traditional export
activities which may e adopted by the reform beneficiaries.
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B. Project Components

1. Titling

The design of Project 0265 emphasizes the importance of providing
agrarian reform beneficiaries with secure titles to land affected by
both Phases I and III of the Salvadoran agrarian reform. The
amendment to Project 0265 continues this emphasis, recognizing the
progress made to date, with major support focused on activities to
complete the titling process.

Titling is a pre-requisite to consolidation of the reform and
integration of the reform sector into the genzral agricultural
economy. The emphasis on titling continues because:

a. Secure titles legitimize current usufructory rights,
irreversibly transferring land andl protecting beneficiaries
against counterreform.

b. Secure titles are necassary conditions to owner investment in
productive capital, management and techuology.

c. Secure titles are inextricably linked to other consolidation
issues such as beneficiary rignts amnd obligations, memb2t
"carrying capacities" on Phase I farms, inheritance, crexlit
worthiness, alternative tenure moicls for the cooperatives, etc.

d. Secure titles are a basis for the national developmont goals of
economic growth, social participation and political derocracy.

local currencies are now heing vrogrammed to provide funls for
compensation, and in Droonber 19835 ISPA was reorganized to
concentrate its resonrvees on titling. These two actions make it
reasonable to assume Uit ISUA will essentially complete titling
of the Pnase I cooporatives by the cond of 1986 in acosrdance
with its 1985 Action Plan. Any cooperatives which are not
titled by the end of 1986 will be the responsibility of ISTA
without project assistance. With the exceprion of the computer
center, nzcded to track and evalnate Phase I performance, ISTA
will receive no continund support under the proposed project
extension. Its support will cowe from the GOiS contribution.

FINATA's problems in titling stem from four m: jor sources:

1. FINATA Strategy — June, 1984 was the final month for submitting

applications under Decree 207, the Phase TIT implementing
legislation. 1In order to extend the benefits of the reform to
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as many qu+lified persons as pomsible before the deadline,
FINATA concentrated its rosources on accepting applications and
completing the initial steps to titling, protecting the claims
of applicants. This emphasis overloaded the "front end" of the
system anl systematically ignored the final output, registered
titles or at least dA~finitive titles which mzet the criteria for
acceptanca by the Land Registry Unit.

2. Land Registry ~- Since its inception, the agrarian reform has
bLaen burdenad by Bl Silvador's antiquated land registry system
vihich requires 22 days to registor a single title, and parcels
which ware rreviously mortgaged couid not be registered at all.
This burd.n has fallen most heavily on FINATA which has about
62,000 separate applioations which must eveatually clear the
Tand Registry.

3. Physical Tasks —— FINATA is fe~~1 with an enormous physical task
of locating, identifying and proce:sing paperviork for about
62,000 small, disporsed parcels looated in often inaccessible or
hostile areas. The effort involvel in this task, and the
resource requirements for it, were difficult to imagine when the
project was designed.

4., FINATA Mananenont —— FINATA's manngement, initially strong and
wall focused, fell victim to internecine bickering and political
and personal favoritism which dilnted its cffoctivenass. These
problems ware compounied by the n~od to internally reallocate
resources and responsibilities as PINATA shifted emphasis from
the initial to the middle/fiml titling steps.

The project extension includes strory support for FINATA ($4.0
millicn for FINATA operations) given projyress on resolving the above
problens ard focusing FINATA's efforis on titling. The renallocation
of FINNIA resources toward corpleting Aefinitiva titles is being
complatad, and in February 1986 the Lrajislative Assombly passol a new
Land Rogistry Law, the "Folio Real”, which will decrease the time
necded to register definitive titles. A bill has boon prasentxd
which will allow the registration of wortgagad properties, and a
recent presidential amnounc. 22t indicites that such registration
will ba initiated aven boefore the law is puassed.  Strong project
monitoring will direct FINAIA's attention from internal concerns to
concern over the activity's ootput, i.c., definitive titles which
adhere to the WRH criteria for registration.
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The tasks facing FINATA are formidable, but their completion will be
made easier by the progress noted above. The project extension will
assist FINATA in accelerating and completing the remaining Phase III
titling tasks. Titles not registered by the end of the project
extension period (12/31/87) will be the responsibility of FINATA
without project assistance.

2. Sarvices to the Phase I anrl Phase T11 beneficiaries

Presontly the Phase T and Phase III beneficiarioes are provided technical and
financial support through the national banking system, the two government
agrarian reform institutions (ISTA and FINATA), the Ministvy of Agriculture,
and a myriad of autouomous and semi-auntonomous institutions and private
entities. The goal of maintaining agriemltural productivity levels has been
largely achieved, and the focus is now bh2ing placed upon increasing
productivity and obtaining a greater rationalization of resources through
coordination of the ongoing efforts. Attaining these goals will require
modifications in the provision of technical, financial and organizational
assistance to the reform beneficiaries through a combination of public and
private sector institutional vehicles. See Annex C for a discussion of the
methnadology of the technical assistance.

(a) INSTITUTIONAL CONSOLIDATION OF PINGE I COOPS. Phase I cooperatives which
are at or near seli-—managament (auto-jstion) will be encouraged to contract
with local private sector firms otfering technical assistance on a broad
spectrum of agricultural and agribusincas problems.  Recent experience by the
BIA to initiate this program demmstrated that thore are approximately 230 of
these firms willing to provide needed services to the cooperatives.

The methodology linking the cooperatives with tecinical assistance fimms is
similar to A.I.D.'s technical assistance contracting procedures. The first
step is to identify the coop's needs and present them in a request for
proposals. The proposals are review:d by a team from the bank and the
cooparative, ani the best proposal is thon selected. The firm is contracted
by the cooperativz and the bank lends woney to pay for the services. Fourteen
cooperatives participated in the first ronnd of bidding, and six technical
assistance firms ware selected to provide services. Obviously some firms are
serving more than one coop. Increased credit availability from A.I.D.'s
complenentary Agrarian Refomm Financing Project (519-0307) will help some
cooparatives to finance this assistance.

In genaral, conperatives are plagued by problems in management and
administration and have difficulty in procuring productive resources (e.g.,
credit, inpats, technology, ete.). In addition, they are burdened by an
agrarian debt (obligation to pay for the land), which for many has yet to be
quantified, and by other large financinl obligations (on waich interest has
been accruing and has heen capitalized) since the first several years of the
reform process. The financial position of these cooperatives varies
considerably, and even if the previously mentioned agrarian debt is not
considered, only a few organizations are current in their financial
obligations and can be considered on the road to consolidation. Nf these,
however, it is unclear how many may ba doing so while effectively
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decapitalizing their farms through a lack of maintenance and/or reinvestment.
The remaining cooperatives are in varying degrees of financial disarray and
institutional developnent, even those coopzratives that are meeting theix
obligations. In summary, the cstablishment of a link between the relatively
successful Phase I cooperatives and private sector sources of technical
assistance (both agrononic and managerial) is a goal. GOES technical
assistance funded by U3AID to coops should omcentrate on those cooparatives
halow the "A" level on the “auto—gestion" scale described below.

Ongoing government programs have been attempting to introduce professional
management systems into the Phase I cooperatives since their inception, and a
majority of the cooparatives have shared management arvangements with
persomel assigned by the Salvadoran Institute for Agrarian Transtormation
(ISTA). These co—manigers ("co~gestores") wera assigned to ensure that
production levels were maintained and that the resources provided were not
misused or depleted by the cooperative mermbership. In addition to their
co-managewent responsibilities, these personucl are also expected to assist
the cooperatives with all facets of their institutional and business
development, inclwling the preparation of production and investment plans, the
purchase ani control of agricultural inputs and machinery, and the managemeant
of the day-to—lay ooerations. As a result of recommendations reached during
the 1985 National Seminar on Agrarian Reforw, which unified public and private
sector policy guidance, this co-management systom will be phased-out and the
cooperatives will be permitted to operate indepandently, once they have
reached an as yet undefined level of self-managament (anto—gestion) and
stability in internal organization.

Although this ISTA-sponsored co-management activity was well-intentioned, many
of the persomnel assigned to the cooperatives were at best semi-skilled. They
received little training in the management of complex agricultural
enterprises, their presence was often resenied by the cooperatives (who viewad
them as outsiders imposed on thon by the Government), and their role has
diminished in many organizations.

In mid-1983, a second ISTA-sponsored managemznt assistance effort was
introduced into the Pnase I cooperatives. The Imterprise Development and
Administration Program (PRODEA) permitted the cooperatives to hire
professional managers and accountants and was designed to introduce
businesslike practices in the enterprises to ensure their economic and social
development. The Uniform Administration Program (PAU) was designed to
backstop these personnel by introducing a moicl, standandized accounting
system capable of generating the statistical and financial information
necessary for the planning and control of the cooperatives. The original goal
of the PRODEA program was to place 200 managers and 200 accountants within a
Like number of Phase I cooperatives by the end of 1984.

ISTA reports indicate that in October, 1985, a total of 131 managers aml
accountants had participated in the programs, howaver 39 of the managers ari
16 accountants had resigned their positions since initial placement. In early
1986, PERA completed an evaluation of 25 Phase I cooperatives participating in
these programs and in general, the evaluation concludes that the PAU/ PRODEA
activities have not had the impacL expected. Spacifically, the evaluation
con.ludes that:
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There is a continual rotation of managers among the cooperatives; the most
stable are cases in which managers had a prior relationship with the
cooperatives and an intimate knowlodge of the farmers' operations;

There is a direct relationship mtween the presence of the manager in a
cooperative and the implementation of the standarized accounting system
(PAD). This system has resulted in better quality statistical and financial
information;

The mumber and variety of social Ivuefits provided to cooperative members is
directly relatel to the presence of the manager, and

Thore is no apparent relationship batween the PRODEA/PAU activities and such
economic inticators as utilization of land, productivity, diversification
and credit use.

A series of studies of the Phase I cooporatives has identified the fact that the
beneficiaries do not view thomsalves as owners, but rather they continue to see
themselves as laborers. Theiv immediate concern is to obtain permanent
ewployaent at the highest salary possible and with as many additional benzfits
as can be obtained. Presently members of these Phase 1 cooperatives do not
receive income increases as a result of increases in production and
profitability anl it is only through increases in hours worked that they earm
more. Tais is due to the present system of obligatory retention of operating
surplusas for the purpose of retiring the agrarian debt and the lack of a profit
sharing system.

The PRRA evaluation postinlates that the problems encountered by the management
progran are directly linked to cooperative mzmher misunderstaniings of their
role as co-owners of the entzvprise. In those cases where the managers
understand cooporative oparations and attempt to create the controls necessary
to incvease profiLability, thoy are resisted by the cooperative members who
desire salary increases and more benefits. This resistance often results in
either the manager's isolation and eventual resignation, or in his acceptance of
the madbarship demanis, regardless of the neqgative impact upon the profitability
and productivity of the enterprise. Finnlly, many of the managers assigned by
ISTA simply lack the managemont skills nzcossary to operate the cooperatives as
businesses. The PERA evaluation recomn~is that a mechanism e created to
provide incentives to the cooperative mombers which are linked to increases in
productivity and profitability.

In response to the high priority being placed upon a consolidation of the
agrarian reform by the govermment, a soeries of actions have been taken to
rationalize resource use and to refocus the programs of the institutions
involved. As a resalt of this refocusirng, the Ministry of Mgriculture (IAG)
assumas a major role in the consolidation effort. The Ministry has
decentralized its operations and has placed the responsibility for coordinating
all field activities at the level of the new Regional Offices. There are four
of these Regional Offices in the country which will prepare integrated
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developnent plans for each of the cooperatives in their operational zones;
coordinate technical assistance and training programs with CENIA, CENCAP and
FINATA; and obtain specialized technical assistance from private organizations
where necessary. In a further refocusing, the GOES has recently reorganized
ISTA in order to intensify ISTA's efforts upon the completion of the titling of
the Phase I cooperatives. The ISTA support functions of management training,
production planning, monitoring and evaluation have been transferred to a
recently created Rural Developmant Dircctorate of the Ministry of Agriculture
(MAG). This Directorate will be sub-divided into four units: Promotion &
Organization, Employment CGeneration & Prolction, Raral Enterprise Developnant,
and Rural Social Development. It will be charged with designing and
implementing a coherent and unified cooperative davelopment strategy which will
stress self-managament, increased profitahility of investment, and increases in
production, productivity and crop diversification efforts within the
cooperatives. It will also coordinate the efforts of the semi-autonomous and
autonomous public sector institutions involved in this consolidation effort.

The Phase I consolidation efforts to be provided support by the Agrarian Reform
Support Project (519-0265) during the project extension include:

(1) Classification of Cooperatives and Assistance Priorities: In order to
ensure the most rational use of Project resources, the Phase I coopsratives will
be classified by the MAG multi-disciplinary teams accoriing to the degree to
which they are socially organized, consolidated as cooperative business
enterprises, and capable of mmaging theiv oun affairs. An appropriate
classification system was designad under an ATD-financed contract with the
Cooperative Leagne of the U.S.A. (CLUSA). TFour classification levels will be

used in this system:

Class I A Class I cooparative has a managzment system and team in place.
and is operating with all necessary controls (i.n., inventory,
procurement, maintainance, accounting, etc.). It plans its owm
farming operations, posscsses d rational utilization of resources,
produces and markets its production, is current in its financial
obligations and is either profitable or shows pronise of beooming
so in the near future. In addition, it has access to technical
assistance which it utilizes appropriately; it holds regular
membership meetings and its Directors are elected demdcraticallys
and, it conducts regular training programs for the membership.

Class II A Class 11 cooporative manifests most of the indicators of a
Class I organization, however it is weak or deficient in one or
more of the following: managemant systems and/or persomnel,
farm management ability, profitability, use of technical
assistance or failure to mect financial obligations.
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Class III A Class IIT cooperative is deficient in all of the indicators
used to classify a Class II institution, and, it is not
functioning in a democratic manner and no training is provided
to the membership. '

Class IV A Class IV organization is deficient in all of the previously
mentioned areas, and it may have heen abandoned; it cannot
secure credit; it lacks famm ninagement and production has
fallen noticeably; and it has disintegrated socially.

The Agricultural Dazvelopment Bank (BFA) and many of the commercial banks
utilize different ranking systams for the purpose of determining credit
eligibility. The MAG ranking system goes ayond the cradit management area
and is designed to determine a cojperative's organizational status, farm
operation, self-managment skills and long-tera viability.

The MAG mnlti-disciplinary teams will utilize the ranking system to
rationalize resource use as follows:

Assistance to Class I organizations will ba designed to accelerate their
self-mainagement and organizational grosth and to lessen their dependence
upon the government. The MAG teams will arrange for private sources of
technical assistance and financing, and will assune a role of monitoring
and avaluating the consolidation of these cooperatives.

The Class II and Class III cooperatives will be distributed among the MAG
multi-disciplinary teams and will be intcoduced into the PAU/PRODEA
management program,

Class IV organizations will assume a low priority for MAG assistance and
little suprort will be provided until a nmucleus of Class II and Class III
cooparatives have attained the d=gree ~f salf-managemnent and
organizational development that characterizes the Class I institutions.
The GORS will be encouraged to adopt a formal policy for restructuring
Class IV cooperatives. The adoption of this classification system will be
a condition in the USAID/GOES Balance of Paywents Agreement.

(2) Management Assistance and Training: The PAU/PRODEA managament
assistance program will be refocused, with a naw emphasis placed on peasant
association participation in the promotion, selection and monitoring of this
activity. Managers anl accountants will be provided hands-on and classroom
training in leadershivp, accounting, adininistration, production planning,
marketing, and farming operations. ¥fforts will be undertaken to provide them
with a background and an understaniing of tha goals of the agrarian reform and
the complaxities of cooperative farming. 1In addition, the Board members of
participating cooperatives will be provided similar classroom training to
provide them with a basic understanding of their cooperatives and the relative
roles of management and elected leaders. They will also be provided an
opportunity to visit other more successful Phase I organizations through a
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cooperative interchange program. In addition, the Project will finance
geveral observation visits to other countries (e.g., Peru, Honduras, etc.) for
government personnel and cooperative leaders to permit them to obtain
Firsthand knowledge of the successes and failures of other similar agrarian
reform programs.

Managers and accountants will be trained using o modular, in-service
methodology which will utilize shoct courses, casc studic and seminars to
transfer management skills. These courses will be conducted by a private
Galvadoran firm which will have access to short—-term technical assistance for
curriculum development and the initial training exercises. Illow up in the
field will be undertaken by the multi-lisciplinavy tewms of the Ministry of
Agriculture (MAG) and the Agricultural Develo:.wt Bink (FA).  Complementary
support will also come through FESAQORA'S training activities.

Although the ISTA co-managers will continue their inveolvemsnt with at least
some of the Phase I cooperatives, they will woric under the policy quidance of
the Regional Director of MAG and will be exprcted to coordinate closely with
the MAG multi—~lisciplinary teams. A managerind training program similar to
that prepared for PRODuA porsonnel will be introduced for the ISTA co-managers
to improve their understanding amd comnitment to the institutional
consolidation process. Once a cvoparative ha: attainal the skills necded for
self-minagement (auto-qestion), the ISTA co-manigers snculd bHe withdrawn.
A.T.D. will promste for e adoption of the mnt-—yestion sysicm and its
implicit plan to define when aogestores can Tenve the cosparatives, through
policy dialogue and the mcro-economic dialoou:.

(3) @_@_Etllti—discim._inarv Teans:  In the field, the PRODEA managomnent
persomnel will receive techuical backstopping from the milti-lisciplinary
teams that have been created by the MAG.  The tiAS teams ave formal groups of
3-5 individuals who possess skills in managumonl & aiministration, social
promotion, farm planning, and agricul tural proinction and dijversification.
The Ministry has formed 15-20 of these teams to e atkachal to the four MAG
regional officrs.  Each team will be assigned a specific noaher ot
cooparatives and will b evaluated by their sueeess in obtaining increases in
agricultural proiuctivity and in furthering the cconomic development of the
cooperatives. Technical assistance will be financed by the Project and
provided to tha MAG multi-disciplinary teams. For more information on
multi-disciplinary team technical asaistances and the metholology to be
utilized please See Annex C.

(b) AGRONOMIC ASSISTANCE: The exper jence acammilated during the briel years
of the Project has provided valuable indicators for improvements in technology
generation and Adissemination to agrarian reform peneficiaries. Needs are now
more clearly defined, mrthadologies have bren tried, and different
institutions from both the private and public sectors have demonstrated their
strengths and weaknesses in the field. Overlaps in coverage and duplication
of afforts have also contributed to a consensus on the need to rationalize and
reorient agronomic technical assistance to the refarm sector.
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with few exceptions, adequate and appropriate aqricultural technology required
by peneficiaries at this juncture of the agrarian reform exists in the
country. This is particularly true in the case of Phase II1 farmers, whose
technology requirements are relatively basic, most commonly related toO
establishing a farmstead, producing the essentials for life and a marketable
surplus for traditional markets. Phase 1 cooperative farms present a very

S

different dilemma for tecanical assistance.

The Phase 1 organizations vary widely in their agronomic assistance
requirementslaoﬁh in levels and content of technical orientation. Farming
decisions of a technical nature tend to be concentrated in mAnagers, directors
or farmers and are frequently dictated by credit authorities or specialists in
the commercial crops of coffee, sugat cane and cotton. The role for
traditional public programs of technical assistance is less clear in this
situation and further complicated by the fact that several public programs and
private institutions have voluntary and contractual arrangam:mts with the
cooperatives for providing technical assistance. Currently, the extension
service of CENTA estimates that 303 of the Phase 1 cooperatives are visited by

agents.

In terms of comparative advantage or specialized capability., the technical
support best provided by CRENTA to the Phase I cooperatives lies in the areas
of consultation, vackstopping on technical issues and as a source for
specialized inpats. Exampl.es inclule:

- 5oil analysis and fertilization recomondations;

- pathology, entomdlody and pesticide recomnendations

- Feed and food analysis, including nutrients, pasticide residuals,
mineral content, et

- Genetic materials, including sced prcduction and certification,
pursery materials and testing; acd,

- Rescarch in diversified crops and farming systens.

Phase III beneficiaries ave somewhat unique in that they offer excellent
opportunities for well-desigued proqgrans of technology tranafer.

Approximately one-hal€ of the 300,000 boneficiaries live and farm in close
proximity. Their needs are similar and unsoﬁxisticated. They have been given
a positive psydhological, as well as aconomic stimlus and are anxious to
establish productive pursuits even though they Are poor and largely
illiterate. This situation offers an abtractive opportunity for the use of
mass media techniques in Azlivery systeoms for technology dissemination.

These conditions also call for a Yesponse fronm the extension departmnent of
CENTA vihich differs in content from Mhiase I and the traditional prograuns it
has operaterl to data. The content of technical assistance ghould be shifted

to the following priorities:
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1) Labor intensive farm improvements including: soil and water
conservation, reclamation, and soil improvement technologies. Establishment
of tree crops for home consumption of fruits and fuel.. Basic shelter and farm
buildings such as grain bins, livestock pens, latrines, ovens and wells;

2) Basic grains production improvenment, concentrating on the use of
proven improved varieties, post’ control and fertilization;

3) Assistance in farm planning, resource utilization, risk management
and orientation to market opportunities;

4) Home improvements directed at women and ynuth particularly, including
simple technologics of livestock production for consumption, food
presevvation, household enterprises, gardening and family nutrition;

5) Organizational technigues and options, ranging from simple clubs, to

groupirgs for credit, supply and marketing activities, and commmity services.

No major modifications of the technical capability in CENTA are envisionel in
this Project Ameniment. However, in order to attend Phase III beneficiaries'
needs, considerahle modification in techmology dissemination and delivery
systems is called for. Although efforts have baqun in CENTA to expand and
improve its capability in the areas of written materials, graphics and oral
meiia, an accelerated program of modern communications development is needed
to increase the coverage and cost effectiveness of the Salvaloran extension
system. Enphasis will be given to the expanded use of radio in a coordinated
fashion with field extension in a manner similar to techniques proven
effective in rural development in Central Aperica.

Through improvad organization anl linkages of MA\G agencies, particularly the
regionalization of the Ministry, measures will be taken to improve access by
Phase I cooperatives to this technical resource. Through the regional
authority structure and the presence of integrated M\G offices and services,
cooperatives will be in a hattet position to take advantage of the technical
resources of the GOES and o better julge opportunities for complementary or
substitution by priviate sources.

The initial phase of implemontation of a modified system of technical
assistance will include an intensive review of plans and priorities of the MAG
by project staff. Items of critical concern will be:

- Ruployment of extension staff, including location of agencies and
client yroup coverage;

- Priorities of technical content, according to types of heneficiaries;

- Methodology for dissemination of information;
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- Organizational and authority structure (including adaptation to
regional system); and

- Measures for supervision, control and detemmination of results.

(c) CREDIT DELIVERY SYSTEMS: USAID/ES has an ongoing Agrarian Reform Credit
Project (519-0263) and is planning a follow-on, 5-year financial assistance
effort for the agricultural sector. A brief discussion of the Salvadoran
credit delivery system and the experience to date is mentioned here due to the
direct 1link batween cradit and the institutional development effort being
financed by the Agrarian Reform Support Project (519-0265).

Thare are six principal types of formal mavket credit institutions operating
in rural areas of El Salvador: (1) the Agricultural Development Bank (BFA),
(2) nine mixed-ownorship commercial bauls, (3) the Mortgage Bank, (4) the
Federation of Credit Unions (FEDRUACES) anl its affiliated credit unions, (5)
the Fodaration of Mural Ceedit Funds (FEABCREDITO), and (6) the Mitional .
Coffee Inctitute (INCAFE). The BFA is tho most imwortant lender to the
agricultural sector, howsver since March, 1930, when the mtion's commercial
banks and savings and loan institutions were nationalized, these banks have
assuned an increasing role in the provision of agricultural leniing. This was
accomplished by assigaing the cooperatives to the commercial banks, the
Mortgage Pank, INCAVE, and the Agricultucal Davelopaent Bank (ArA).  Each
institution was expacted to work with the assigned cooperatives with respect
to proluction credit.

Over tim:, cooperative financing has tended to concentrate within a smaller
number of instituticns and the numb2r of cooperatives served has also
declined. There has been a tendency for both the BFA and the comn2rcial banks
to increase the relative importance of this financing within theiv portfolios
and they have both tonded to finmce an increasing nuaber of cooparatives.
Howaver, while the Mortgage Bank has rewained active, it has decreased the
nuaber of cooperatives served, ani INCAFE and FEDRCREDTTO have virtually
eliminted their participation in cooperative finaneing activities. This
reduction is due to the location of cooparatives in zones of conflict;
abandonneat of some organizations by wambers; outstaniing delinquent accounts,
which reduce2s eligibility for new loans; and, to the fact that soma
cooperatives are not sufficiently organizad to be considered as subjects of
credit.

Currently, the BFA is financing 141 Phasc I cooperatives and numarous Phase
III beneficiaries through a combination of individual leniing, solidarity
groups, and 107 small, service cooperatives. The comnercial banks are
financing approximately 128 Pnase I cooperatives, and they also provide credit
to Phase III beneficiaries, with a preference for individual loans.
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The BFA, with support under the Agrarian Reform Credit Project (519-0263), is
in the process of launching a private sector technical assistance program for
Phase I cooperatives. This program will focus on those cooperatives which are
closest to financial solvency (Class II and 1[I). It will link these
cooperatives to private sector technical ssistance firms and provide
subsidized financing for the contracting of this technical support. The Bank
personel will assist these cooperatives in idontifying investment
opportunitics and technical assistance sources. However, once financing has
been provided and technical assistance arranged, their role will be reduced to
moni toring and supervision. The contracted, private technical assistance will
provide operational support to these relatively solvent Phase I organizations.

The commercial banks are assisted in thair agrarian reform leniing through a
Credit Agent program of the Central Reserve Bank (BCR) which is also financed
under the Agrarian Reform Credit Project (519-0263). The current program
includes a small coordinating unit in the BCR and approximately 20 cvedit
agents who have been assigned to the commercial bhanks proportionally to the
mmber of cooparatives financed hy each. These agents provide financial
management. quidance to cooperatives and conduct follow-up visits after loans
are granted. They have facilitated an increase in the resources provided by
the commercizl banks to the Pnase 1 cooperatives, increasing opportunities for
greater employment, incomz generation and profitability.

The present extension of the Agrarian Reform Support Project (519-0265) will
promote a consolidation of the agrarian reform process and will strengthen the
credit delivery systems by improving the managzment of the farm cooparatives
and by strengthening the institutions that servs the small farmers and
cooperative laniholders benefited by the reform.

3. Agribusiness Support Services:

The original project paper contemplated the creation of a Rural lnterprise
Development Office (ODER) within the Ministry of Agriculture. The purpose of
the office was to promote and facilitate priviite sector invastment which
directly or indirectly assisted agrarian reforn heneficiarvies. ODER was to
serve as an interface between the agrarian refovn sector which controlled
considerable agricultural land and 1abor and the private agricultural sector
which enjoy2d a comparative advantage in management and applied technology.
The office was to identify mutually heneficinl projects, aiminister a fund for
pre-feasibility studies and promote joint enterprises.

Mostly due to COES delays, the creation of that office within MAG was
postponed until mid-1985; and since its creation the office of ODLR has been
subsimed within the rural developaent directorate (DDR), a new, and as ye
unproven, MAG entity which will incorporate much more than merely investment
promotion inco its activities. within DDR, the ODER office will develop the
cooperatives' basic business skills and help prepare them for a level of
independence from the GOFS. The concept of ODER's functions as originally
envisioned has been moved to the private sector as described below.
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The original functions of ODER, modified somewhat to meet growing public and
private sector agri-business developuent needs, were vested in the Diversified
Agriculture Program (DIVAGRO) of the Salvadoran Foundation for Economic and
Social Developaent (FUSADES), a private sector, non-profit organization active
in several development projects. The idea of a public sector institution
(ODER) trying to promote development was thus exchanged for the idea of a
private sector entity (DIVAGRO) promnting developnent. DIVAGRO would have
some activities specifically focused on the agrarian reform beneficiaries, and
none of its activities would exclude them. '

Tha goal of FUSADES's DIVAGRO program is to increase rural employment ard
export earnings by strengthening the agricultural sector's cfforts to davelop,
through more efficient resource use, diversified agricultural export crops and
import substitution.

In March, 1985, before project funding was available (DIVAGRO received
non-project funiing throuwg: FUSADES), DIVAGRO bajan operations, contracting a
Program Manager and a Secretary, an Ixacutive Comnission was named in June.
In Auxgust, wien project funds (prograwnnd at $1 M for two years) became
available, DIVAGRO hired a Program Sacretary and a Technical Assistance
Manager to prowote diversification.

DIVAGRO ACHIEVEMENTS IN 1985

In aiition to organizing itself and hacoming an operational unit within
FUSADES, DIVAGRO has made substantive programatic achievements:

a) TBxmort Davelopment/Import Substitution Study —— Before project funds
becama available, DIVAGRD contracted Tundacion Chile to conduct an analysis of
five export crops with immediate foreign exchange earning potential and five
crops which if produced locally would substituke for 80% of current fruit and
vegetable imports. This study was the original DIVAGRO diagnosis and served
to cpawn other activities.

b) Association Formed —- With support from project 0265 and other support
through FUSADIS, DIVAGRO formed an Association for Promoting Non-Traditional
Agricultural Bxports (ASPERT) . ASPEND, using information daveloped in
DIVAGRO's export development/import substitution study, began organizing and
promoting export activities. Through a technical assistance contract with
Fundacién Chile, signed and managed by DIVAGRO, ASPENT now provides subsidized

technical assistance, on a per acre cost sharing hasis, to members producing
melons for export to the United States.

The technical assistance arrived in October, 1985 about a month later than
optimal for fall plantingy, hut it was nade immediately available to producers
prepared to utilize it. Over 1,100 acres of melons were secded under the
program and between January and March 1986, 120,000 boxes of melons and
7,000,000 pounrls of watermelons were shippeld. These produced 65,000 person
days of employment and over $2 M in foreign exchange.
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Because only producers who already had credit and had begun field operations
could utilize the technical assistance, no agrarian reform cooperatives
received direct technical assistance during the first year. However,
beneficiaries are receiving indirect assistance because: (1) beneficiaries are
employed for field work by participating private farmers, (2) some fields
receiving technical assistance are rented from or adjacent to reform
cooperatives and the advice is being copied by beneficiaries, and (3) the
creation of marketing channels by the private sector has important "spillover"
benefits for reform producers. DIVAGRO executives have developad a strategy
to involve the cooperatives in the 1986 scason and have met with GOES

technicians to select specific cooperatives for sponsored assistance.

ASPENT has hired four local counterparts'to the Fundacidén Caile technical

assistance agents, thus developing local capabilities and assuring
technological continuity.

@) Technical Studies -~ For the ten crops identified in the original export
development/import substitution diagnosis, DIVAGRO contracted for additional
studies on: (A) harvest and sost-harvest handling, (B) technical and econonic

considerations of processing and (C) domestic and export marketing. These
studies were or will be completed by April, 1886.

d) Feasibility Stuiies —- FUSADES assists local and foreign enterprise
development by subsidizing feasibility studies for particular projects within
the purview of export developnent and import substitution. MAmong the studies
conducted during 1985 have been: (A) a marketing study on production and sale
of starch made from Yucca, (B) a study to deteraine the technical feasibility
of Soybean production to substitute for annual $30 Million imports of Soybean
meal, (C) a joint study for local cattlenen and a U.S. dairy to determine the
cconomic feasibility of a regional embryo transplant facility, and (D) a
shrimp culture feasibility analysis.

e) Technical Assistance -— DIVAGRO also offers limited financial support for
development projects which need short term technical assistance. Two
projects, one for a local Aiversified agriculture firm gaining sales
experience in the local market and one for shrimp culture, recaived technical
assistance through DIVAGRO during 1985.

£) Other —— DIVAGRO has served as the focal point for private sector, export
development/import substitution activities. 'The office has received numarous
visitors and imuiries. Provided tours, attended mectimgs (in El Salvador and
abroad), sponsored conferences and produced publications promoting Salvadoran
diversified agriculture.

DIVAGRO'S 1986 AND 1987 GOALS

DIVAGRO's principal goals from now until the PACD for this project component
(July 31, 1988) are:
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a) Consolidation of DIVAGRO and huilding the capacity to serve the reform
beneficiaries——auring 1986 DIVAGRO will consolidate and strengthen its own
capacity to serve export agriculture and the reform by contracting a
technician to dsvelop informational publications, compile an export
information data bank and make an inventory of agrarian reform resources.

This DIVAGRO technician will establish a data bank containing, among other
things, an inventory of Phase I cooperative resources. This inventory will be
available to investors who need prcductive resources (land, labor) to marry
with capital, tecdhnology and management. Selected cooparatives will be
sponsored by DIVAGRO in the ASPENT technical assistance program. Cooperatives
will be chosen as sites for DIVAGRO damonstration plots and variety trials,
both planned activities for 19856 and 1937, and beneficiaries will be target
audiences of field days, seminars, forthcoming publications, etc.

b) Information Dissemination -~ DIVAGRO plaus two major activities related to
the dissamination of information. One is a series of seminars publicly
presenting the results of the original DIVAGRO export developnent/import
substitution study as well as the subsequent harvest, post-harvest, processing
and marketing stulies. These seminars will be open to the public and
invitations will be sent to the appropriate GOES entities and Phase I
cooperatives.

Additionally, DIVAGRO plans to begin publishing a technical bulletin which
will cover "lessons learned" from the expericnces of the technical assistance
agents and include articles on export markets, reform sector resource
inventories, proiuction opportunities, etc. Muach of the information for the
bulletin will be gleaned from the data bank to be established in activity "a"
above.

c) Technical Assistance and Feasibility Stuties —— DIVAGRO will continue to
provide technical assistance to melon grovers and expand the technical
assistance service to include producers of cucurbits and other fruits and
vegetahles as well, both through ASPENT arrl possibly directly through
contracts with private providers. On an annual basis through 1988, DIVAGRO
will program technical assistance to proiucers of cucurbits for export during
January-hpril, fruits and vegetables for local consusption from Miy-August,
and fruits and vegetables for export from September-December.  This calendar
of activities will keep the technicians utilized year-round.

DIVAGRO, working independently and in conjinction with the Water Management
Project (Mo. 0303), will promote the establishment of processing plants for
agricultural export or import substitution. In order to promote plant
investment, DIVAGRO will maintain its fund to subsidize feasibility studies
for projects which meet its employment and foreign exchange earning
objectives. Projects may be proposed by private or reform sector entities.
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d) Diversification — FUSADES will fund a development diagnosis along the
lines of its initial export developnent/import substitution study, but the new
diagnosis will expand study into the areas of: (A) spices, herbs and
colorings, (B) flowers, (C) ornamentals, and (D) plants for industrial uses.
The study will identify short and long run opporiunities to producz, process
and market crops within these categories.

e) Aguaculture -- There is growing interest and private sector activity in
aquaculturc within El Salvador and many of the reform coopsratives have (or
plan to construct) the necessary physical facilities. However, much of the
developuent energy is being diverted by disputes and confusion over which
technologies are appropriate within the Salvadoran context. DIVAGRO will fund
a development diagnosis concentrated on the appropriate technology question.

£) Demonstrations and Variety Trials —- It remains true that the best way to
transfer technology is through demonstration, a point reinforced hy the 1985
experience in giving technical assistance to melon growers. Toward this end,
DIVAGRO will establish a rotating fund to cover 75% of production, post
harvest management and transport costs for sclected agriculturalists who
participate in several smll ventures using new technologies. The purpose of
the fund is to permit normally conservative agriculturalists involved in
production, processing and/or transportation to experiment with new
technologies without risking their already preccarious livelihoods.

Variety trials aimed at identifying existing crop varieties suitable for
production in El Salvador will be initiated by DIVAGRO in coajunction with
cooperating farmers in daveloping both the demonstration ventures and the
variety trials.

g) Export Marketing Support —- Utilizing resources of FUSADES's PRIDEX office
(Export development), DIVAGRO will expand its activities to include export
marketing support. This support will include locating qualified U.S.
companies and persomnel to conduct studies, ete., locating and developing
markets for products grown, processed or ghippd under DIVAGRO sponsored
program and providing market informition through the export market data hank
and information system.

M) Training Fund -- This activity would provide funding and logistical
support to agriculturalists involved in export/import substitution proiuction,
processing and/or transportation. This would include pacticipation in fairs,
conferences, training secainars and denmonstrations emphasizing technologies for
export development/import substitntion.

i) Quality Control —-- Quality control is consistently identified as the key
to succassiul export marketing of agricultural products. Under this activity,
DIVAGRO would contract for technical assistancz to develop a proposal for
establishing a system of quality control for Salvadoran agricultural exports.
The proposal would address not only grades and standards issues, but issues of
brands and name recognition. '




-36~
Since DIVAGRO's activities are a bridge to a planned FY 88 USAID agribusiness
project, it's PACD needs to be July 31, 1988 in order to provide overlap with
the new effort.

C. Planning, Evaluation and Project Administration

1. Planmning and Evaluation

There are two entities which have performed critical roles in the plaming and
evaluation of the reform. The more essential of these is the Planning and
Evaluation Unit of the Agrarian Reform (PERA), which is a sub-unit of the MAG
Office of Agricultural Sector Plamning (OSPA). PERA has conducted in-depth
analyses of such issues as the agrarian debt, cabida (member rights and
maximization of coop member/land ratio), evaluation of the PRODEA/PAU
programs, etc. It also has prepared annual evaluations of the agrarian reform
wnich compile statistical reports from all of the participating agencies and
provides insights into the implications of the data. Finally, PERA prepares
policy papars for submission to the GOES policy board for the agrarian reform,
CARA, on critical issues affecting the reform. PERA's performance has been
exceptionally good. Its reports are thorough, objective and concisely
presented. PERA technicians have demonstrated independence of thought and a
high degree of professional integrity. PERA reports are the primary source of
information for AID reporting on the reform, both in El Salvador and
Washington.

During the extended period of the project, PERA will continue its normal
evaluative function. In addition, special evaluative/policy studies will
include: development of a policy for restructuring those cooperatives which
are not successful; mechanisms for unifying the incentive structures affecting
cooperative managers and leaders in order to improve performance in keeping
with national goals; analysis of irplications for Phases I and III
cooperatives of cooperative developmant experiences in Per(r and Honduras; and
definition of GORS audit responsibilities for agrarian reform cooperatives etc.

The second planning entity which has played an important role in the Project
is the MAG's office of Agricultural Sectoral Planning itself. OSPA is
responsible for developing sector-wide policies vhich affect the reform. In
addition, OSPA coordinates participant training assistance for the sector.

Given the need to focus AID loan-financed activities on those areas related to
the agrarian reform, during the period covered ly the extension of the 0265
projeci, no additional support is anticipated for OSPA with loan resources,
Local currencies may still be made available through SETEFE, however, subject
to future GOES and USAID/ES review. Of particular interest is continued OSPA
support for participant training and provision of assistance to OSPA efforts
to focus actions by other GOES agencies (housing, education, health) on reform
beneficiaries.

2. Computer Centers

A second activity which will be supported during the extension is the computer
centers for OSPA, FINATA and ISTA. These Centers are the principal source of
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gtatistical information on the status and progress of the reform and as such

the Centers have performed an essential service. Support will be continued
during the extension to assure institutional consolidation of the centers and

the availability of important data.

3. Coordinating Office of MAG-AID Projects

OCOPROY is responsible for coordinating all budgeting and disbursement
procedures for the Project. Although the reduction of activities and
implementing institutions will simplify somawhat OCOPROY's task, its ssrvices
are still essential.
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Implementation Arrangements

A. GOES Implementingy Institutions

1.

Ministry of Agriculture and Livestock (MAG): The overall
responsibility and authority for project implementation rests
with the Minister of Agriculture and Livestock, and within the
Ministry it has been dzlegated to the Vice-Minister for Rural
Developmant. Administrative arrangements are managed by the
Coordinating Office of MAG-AID Projects (OCOPROY).

The role of the MAG in overall project coordination was
formalized after initial implementation had been delayed by
several GOES institutions. The Ministry has performed a very
positive role due to MAG leadership and the Minister's political
strength. For examples, the reorganization of the Salvadoran
Agrarian Transformation Institute (ISTA) in 1985 which removed
all activities not directly related to land acquisition and
adjudication, was a major achievement greatly facilitated by MAG

support.

ODPROY provides valuable administrative support to AID project
implementation. The role and capabilities of OCOPROY as
described in the original project paper remain valid.

The Office of Rural Enterprise Development (ODER) of MAG is
responsible for exccuting the Enterprise Development and
Administration Project (PRODEA) and the Uniform Administration
Program (PAU), as well as the MAG multi-disciplinary support
teams. ODER was created on Octobar 9, 1985, and assumed
responsibility for PRODEA and PAU when these were transferred to
MAG during the reorganization of ISTA. Implementation of PRODEA
and PAU was delayed due to the institutional weakness of ISTA,
and while the transfzr of functions to MAG is still not
complete, the Ministry has shown considerable support for these
activities and has begqun implementation.

Support will also be provided to the MAG Computer Center which
is the principal source of statistics concerning status and
progress of the agrarian reform, as well as the agricultural
sector in general. Considerable expenditures have been made to
equip this Center and continued assistance during the extended
project will allow its consolidation.

The Agrarian Reform Planning and Evaluation Unit (PERA), has
proven to be effective at analyzing and documenting the agrarian
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reform. Within the Office of Agricultural Sector Planning of
the MAG, PERA is specifically charged with planning and
evaluating the agrarian reform. To date a series of documents
have been produced by this unit which have been useful in
orienting the reform and confronting policy issues. In addition
to PERA, minor fumding may be provided to the Office of
Agricultural Scctor Planning to support coordination of
participant training activities within the sector. Support will
also be provided primarily with local currency resources to
support OSPA ard Rural Development Directorate efforts to assist
rural social development by encouraging other GOES agencies
(health, education, housing) to focus on assisting agrarian
reform beneficiaries.

National Finance Office for Phase III Agrarian Reform Lands
(FINATA): As described previously, FINATA is responsible for
adjudicating all land acyuired under Dacree 207 of the agrarian
reform. FINATA has not effectively carried out its
responsibility to provide legal titles to the beneficiaries of
Phase III, partly due to conflicting priorities in attempting to
provide a series of other support services. The GOES and
USAID/ES recently agreed to a series of measures which will
focus FINATA on the titling priority and reduce or eliminate
conflicting responsibilitizs. Based on these measures the
Mission is confident that FINATA can complete its tasks by the
PACD of the amended project. The GOES must clearly and formally
state that comoletion of FINATA titling by 12/31/87 is a top
priority. Some minor support will also be provided through
FINATA to the national land registry, to assure prompt registry
of FINATA titles. .

Salvadoran Agrarian Transformation Institute (ISTA): The role
of IGTB in the amended project will b2 greatly reduced since the
key project activity related to ISTA, titling of Phase I
cooperatives, is to be completed by L:comber, 1936, The
remaining support for ISTA, as described above, will be
continued assistance for its Computer Center.

National Center for Agricultural Technology (CENTA): Support
Tor CiNTR with project furls under the revisad project, as
described above, will be limited to the provision of technical
assistance for the improvement of extension planning and
execution, including the use of mass media. Tt is anticipated
that local currency resources will be provided to CENTA after
PACD for a transition period in order to phase the support of
this essential government service over to GOES financing.

Salvadoran Development Fourdation (FUSADES): The Agricultural
TiversiFication Commission (DIVAGRO) of FUSADES bzgan operations
during 1985 to promote diversification of Salvadoran
agricultural exports and to support domestic production of
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principal agricultural imports. Although DIVAGRO'n activities
are too new to allow an in-depth evaluation, the nncessary
structure has been dsveloped to achieve objectives and initial
activities are very promising. Continued support to DIVAGRO is
needed under the Project 0265 extension in order co expand this
private sector intensive component which will bz a bridge to a
future agribusiness project.

6. Center for Aqricultural Training (CIMZAP): No additional
Project funds are budgeted during the extension to support
CENCAP, although local currency support will be provided so that
CENCAP can continue to provide hasic training to beneficiaries
of the refarm in snch arcas as rigats and obligations of
cooperative membership.

7. National School of Ayriculture (ENA): As in the case of CENCAP,
N6 resources are hudgeted under the extension to support INA.
Local currency resources may be made available through SETEFE
for ENA, however, to support ENA training of agronomists to work
in the agrarian reform.

B. USAID/FES Implementation Resmonsibilities:

Implementation responsibility for Project 0265 has been assigned to
the Office Rural Development (RDO) with support services from other
USAID/ES staff offices. R has assigned overall responsibility for
project management to the Drpnty Office Chief, while responsibility
for specific project componcnts has been divided between two other
USDH employees with support from one US personal services contractor
and 12 FWDH and local personal service contractors. Except for a
reduction in the number of contractors, no significant modification
of implementation responsibilities is anticipated during the project
extension.

Technical assistance under tha 0265 project was provided primarily
through an institutional contract with Servicios Técnicos del
Caribe. Technical assistance during the remainder of the project
will b2 provided in this manner and by personal services contracts.
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C. Summary of the Key Project Events

Event

Project Amendment anthorized
Froject Agreement Amendment signed
Multidisciplinary teams
Initiate Field work
Long-Term Technical Assistance extended
RDD (1 person)
CENTA (1 person)
PERA (1 person)
RPRY (1 person)
New Long-Term Technical Assistance for
DIVAGRO contracted (lperson)
DIVAGRO Seminars begin
Computer installed at ISTA/MAG
Radio Programs for Phase III begins
ISTA completes titling of
Phase I coops
Project Loan resources terminate to
ENA, CENCAP, CENTA, ISTA
FINATA completes Pnase III titling
Project Evaluation

Date

o/a June 25, 1986
o/a June 30, 1986

Ongoing
June 30, 1986

September 30, 1985
September 30, 1986
Novenber 30, 1986

September 30, 1986

December 31, 1986
December 31, 1986

December 31, 1987
January, 1988
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IV. Financial Summary

FINANCIAL PLAN
5190265 _PP_AMENTHINT
(5US 000's)

ENTITY ACTIVITY GRANT X Ic 1OMN (all 1C)
FINATA Operations 4,000
Land Registry Operations ' _ 600
Technical Assistance 160 160
Rural Dev.
Directorate Multi-Disciplinary Teams 1,900
TA to cooperatives 510 510
Cooperative training 200 100 100
ODER PRODEA/PAU operations 1,100
CENTA Ag. Extension T.A. 390 390
PERA Long-Term TA 540 540
Short-Term TA 50 50
Operations _ 300
OSPA Operations 35
OCOPROY Operations 135
ISTA/MAG Computer centers (TA) 150 150
Operations 430
DIVAGRO TA, Training and
operations 2,837 2,403 434

EVALUATION AND Evaluation/AID ADMIN
AID AIMIN. 220 220 o o

TOTAL 5,057 - 4,523 534 8,500
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GOES Contribhution

(PL~480)
(¢ 000's
Institution 1986 1987
FINATA 6,500.0 6,000.0
IGN 0.0 0.0
RPRH 0.0 0.0
DGCD 0.0 0.0
ISTA 5,450.7 3,000.0
CENTA 4,139.5 4,000.0
CENCAP 4,690.2 4,000.0
ENA 530.4 0.0
OSPA-Director's Office 586.4 0.0
OCOPRUY 406.0 50.0
PERA 204.6 900.0
CENTRO DF CQOMPUTO 342.3 300.0
OSPA-CAPACI'TACION 0.0 0.0
ODER/DGDR 61.5 2,000.
TOTAL #23,611.6 20,250.0
Total in Mollars ($1.00=¢ 5) $4,722.0 $4, 050
Project DNisbursement Schedule
{US §000"s)
Funding Mode . FY 86 * FY 87 TOTAL
Grant:
DIVAGRO 1,526 1,311 2,837
RPRi 160 160
RDD 500 210 710
CENTA 264 126 390
PERA 400 190 590
ISTA/MAG 150 150
EVALUATION & ADMIN. R 220 20
TOTAL 3,000 2,057 5,057
ILoan:
FINATA 4,000 4,M0
Land Registry 600 600
Rural Dev. Directorate 1,900 1,900
ODFR 1,100 1,100
PERA ' 300 300
OO0PROY 135 135
ISTA/MAG 430 430
OSPA 3 35
TOTAL 8,500 g,500

* The FY 86 obligation is $3.0 million grant. All remaining funds will be
obligated in FY 87.



V. Policy Considerations

1) Agrarian Debt: In May, 1986 President Duarte formally announced the
GOES plan to restructure the agrarian debt. This act marked the culmination
of several years of active policy dialogue between USAID/ES and the GOES and
brought the agrarian reform much closer to its final consolidation.

The various terms of the restructuring arce the praduct of several USAID-funded
studies conducted over the past two years. The final package was put togother
by an inter-ministerial working group which included the Ministry of
Agriculture, Ministry of Planning, Central Reserve Bank, ISTA, FINATA and the
Agriculture Developaant Bank. '

The restructuring took the following form:

A) Interest rates were lowered from 9.5 percent to six percent per annum,
retroactive.

B) Amdrtization of the cooperatives debt was extended to a maximum of fifty
years depending on the financial situation and production potential of the
cooparatives. Previously, 25 years was the maximum.

C) The grace period was extendad to a maximum of five years from assignation
of title depending on the financial situation of each cooperative.

D) Interest on the ISTA-BFA portfolio (emergency credit) has been forgiven
retroactive to February, 1982 (when ISIA acquired the portfolio.) Further,
the conperatives are ot requirad to make payments on the principal of the
ISTA-IIA debt until they are current with their land debt payments.

E) The restricted accounts of the cooperatives will be handled differently.
Funds in the aoounts will he assigned in this order:
1. Payment of production credit;
2. Thirty percent of the balance for basic nerds of the cooperative.
3. Seventy percent of the balance for servicing the land debt.

F) Cooperatives abandoned due to violence will be reassigned to naw
cooperatives. The period during which the cooperative was abandaned will not
be counted when establishing the repayment period and the unpaid debts of the
abandonad cooperatives will be assumed by the state.
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ISTA has begun the task of reviewing the financial situation of each of the
317 cooperatives in order to make the required restructuring of the debt.
USAID expects that nearly all of the cooperatives will be given the maximum
time (50 years) and grace period allowed in the new regulations.

Phase III beneficiaries also will benefit from the new restructuring. The
interest rate on their debt will be reduced to six percent retrvoactive as with
Phase I but the change requires modification of Decree 207 which must be done
by the National Assembly. The modifying language has been prepared and
forwarded to the President who will then present it to the Mational Assembly.

The restructuring of the agrarian debt is a major step toward economic
viability of the Pnase I cooperatives.

2)  "Auto-gestion (Self-management): The Agrarian Reform Law provides
for initial "co-gestion" (co-management) between the GOES, represented by
ISTA, and the Phase I cooperatives. This measure was important during the
early stages of the reform when the prior farm management was withdrawn with
the departure of the former owners, and it was impossible to recruit and train
new management overnight. The Decrees enacting the reform clearly state that
co-management was to remain only until the cooperative leaders could be
trained and a new management team was in-place. The creation of the
PAIJ/PRODEA manageinent program was a first step towards the creation of this
managenent team, however, some ISTA officials have envisioned a prolonged
presence of the "co-gestors" as being necussary. Recent agreements between
some Phase I cooperatives and ISTA actually require that the "co—gestors"
remain in-place for a twenty-five year period, which correlates with the
lenght of mortgages.

The 1935 National Seminar on Agrarian Reform and the policy directives of the
Agrarian Reform Advisory Council (CARA) recommended a consolidation of the
PAU/PRODEA programs in order to accelerate the self-management abilities of
the Phase I cooperatives and to gradually eliminate the ISTA co-management.
There has been no official definition, however, of the stage that a
cooperative must reach to be considered eligible for sel f-management, nor has
a maximum time limit been determined for the presence of the co-managers in
these organizations. Presently the co-management system results in
considerable inefficiencies. Procurement of essential repair parts can be
delayed due to the need to obtain the approval of an absent co-manager,
occassionally resulting in considerable losses. Disagreements between
cooperative managers and the ISTA co-manag:r can result in friction and
delays. Finally, direct participation of the State in the management of
private cooperatives has traditionally resulted in inefficiencies and
potential interference by partisan political ideologies.
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The Ministry of Agricuiture and Livestock supports active efforts to introduce
gel f-management into the cooneratives. Under the exterred project, assistance
will be provided to the Planning arnd Fvaluation Unit of .the Agrarian Reform
(PERA), attached to the Sectoral Planning Office of the Ministry, to develop
formal policy determinations and to define procedures and timetables for an
elimination of "co-gestion”.

3) Cooperative Restructuring: Finally, during the extension of the
project, Sssistance will also be provic~1 to PERA to develop a policy defining
the point at which a cooparative shoull be considered to have failed, and what
procedures should be followad by the GO1S in that event. In many LAC
countries, efforts to resuscitate failed cooperatives have continued long
after such organizations have lost potential for recovery. Tailure of a small
group of cooparatives is not synonymous with failuce of the agrarian reform,
but excessive dedication of time and resources in attempting to revive them
may seriously detract from efforts to mike the other cooperatives successful.
Also, if a failed cooparative continues to receive assistance, other
cooparatives will have less incentive to take difficult decisions to ensure
their survival.

As mentionad earlier, project funis will finance observation and orientation
trips by GOES and cooperative leaders to other Latin American countries to
exanine a varietv of experieaces with Aavelopment of cooperative enterprises
similar to those of Phase I, as well as alternative models such as service
cocmaratives. It is helicved that this pXposure, ~ombined with policy
dialojue, will help orient the development of a coherent strategy and policy.
particularly with rospect to restructiring those cooperatives which face the
most difficulties in becoming productive entities.



AGRARIAN REFORM SBCTOR SUPPORT (519-0265)
REVISED LOG FRAME

ANNEX A

NARRATIVE SUMMARY ORJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION TMPORTANT ASSUMPTIONS

GOAL:

To expand rural employment, raise
income and provide secure tenure

Increase in rural incomes.
Increase in rural employment.

Surverys and special studies
Employment and Income Data

A sufficient degree of political
stability is achieved. No

rights. Increase in the agricultural Ministry of Agricultural increase in conflict.
sector's contribution to the praxduction data.
GDP.
PURPOSE:

Camlete the consolidation of
agrarian reform process and
create conditions necessary to
integrate the beneficiaries into
the broader agrarian economy.

BOPS

1) Completion of Phase I and
Phase III Titling

2) Classification of Phase I
Coops completed and
appropriate GOE3 policies
apolied

3) Increasedi access to
productive resources and
essential services for

. reform beneficiaries.

1)
2)
3)

'FINATA/ISTA records
MAG and bank records

Surveys/Evaluations
(PERA or other)

1)

2)

At PACD non Project funding

source will be sufficient

to continue essential S
services to reform sector.
GOES adorts and applies
workable policies regarding
agrarian 3a=bt, beneficiary
rights, auto-gestion, coop
restructaring. “\

QUTPUTS:

1) Titling completed 1) Phase I: 317 Titles granted 1) ISTA/FINATA records 1) Definitive Phase III Titles

2) Phase I management & administrative Fhase III: 45,000 Titles granted 2) Coop records/PAU produced by FINATA adhere to
svstems designed amd operational 2) Directors trainad: 450 3) Coop surveys all land registry requirements.

3) Phase I cooperatives linked to Managers trained: 250 4) Bereficiary survey 2) GOES commited to complete

adequate and appropriate
technical support services

4) Fhase III beneficiaries provided
with increasai access to
technical services

Accountants trained: 250
PAU accounting system in
place: 150 coops

3) Coops indicating services
are adequate: 200

4) Half of FINATEROS iistening to
radio messages regularly or
receiving extensionist (public
or private) visits regularly.

3)

titling on schedule.

MAG regionalization completed

and institutional responsibilities
clarified.

INPUTS:
AID GOES AID documentation 1) AID makes funding available
Ioan PL~480 (Loan and Grant)
- Support to 2) Pro Ag signed
1STA/FINATA/MAG 3) Continued availability of
Grant local currency

—Tarhnical Aaairtanoa
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ANNEX B
AGRARIAN REFORM SECTOR SUPPORT
A.I.D. PROTECT No. 519-0265
ACTUAL AND PLANNED EXPENDITURES
(LOAN-000 DOLLARS)

1984 1985 1986 1987 TOTAL

1. FINATA-Institutional Support 3,893.0 4,522.6 3,709.4 4,000.0 16,125.0

2. IGN/FINATA 703.5 136.1 141.6 0.0 981.2

3. RPRH/FINATA 278.1 538.8 580.4 600.0 1,997.3

4, DGCD/FINATA 1.6 2.0 1.6 0.0 5.2

5. ISTA 860.6 1,106.8 1,023.9 50.0 3,041.3

6. CENTA-MAG 1,380.1 1,227.8 2,881.3 0.0 5,489.2

7. CENCAP-MAG 656.9 417.3 567.2 0.0 1,641.4

8. ENA 185.9 206.7 584.4 0.0 977.0
9., OSPA

Director's Office and Policy

Planning 42.6 53.6 39.4 35.0 170.6

10. OCOPROY 39.6 35.8  54.1 135.0 264.5

11. PERA 87.3 151.6 112.0 300.0 650.9

12. MAG Data Processing Center 42.0 30.6 101.9 180.0 354.5

13. OSPA-Outside Training 115.1 250.0 270.0 200.0 835.1

14. REDO/DGDR 0.0 43.4 2,923.4 3,000.0 5,966.8

8,286.3 8,500.0 38,500.0

8,723.1 12,990.6
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FINATA

PROGRAMMED FUNDS BY GENERAL CLASS

(A.I.D. PROJECT No. 519-0265)

GENERAL CLASS 1986 1087

OB Personal Services 14,000,000 12,500,000
1 Nomr-Personal Services 2,999,600 3,125,000
2 Materials and Supplies 3,748,600 3,987,500
3 Machinery and Equipment 1,317,950 75,000
6 Current Transfers 2,400,000 4,800,000
Total 24,466,150 24,487,500 *

Of this amount $4.0 million will be funded from the loan portion of the
Project. The final FINATA budgeting needs for 1987 may be less than
24,487,500 colones but is expected to be over 20 million colones (the
equivalent of the $4.0 million programmed).



PROJECT AMINDMENT 519-0265

TECHNICAL ASSISTANCE BUDGET (GRANT)

1. Coooerative Management and Organization (RDD)

LT ~ Cooperative Developmnent Specialist 18

ST - Management Training Organization Curriculum 10
Management Training Implementation 5

2. MNgricultural Extension (CENTA)

LT - Farm Management Advisor

ST - Organization and Commumnication 6

3. Agrarian Reform Policy, Planning and Evaluation (PERA)

LT - Advisor to Minister of Agricu].'ture 18

LT - Advisor to PERA
Total Long Term

18

ST - Consultants (Computer Center and Special

Problems)

4, Property Registry (RPRH)

21T

2 ST

5. DIVAGRO
LT - U.S. Marketing Specialist
ST - Feasibility Studies
New Project Development
Quality Control

TOTAL

* Subtotals in this column are keyed

20

14

15

40
35
20

245

oo
===

Est. Cost
($000)

270.0

160.0
80.0

270.0

270.0

270.0

200.0

96.0

64.0

et —1—1

510.0*

390.0

540.0

200.0

160.0

1,675.0

3,475.0

e e 4 e s

to Financial Summary chart on page 42
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DIVAGRO Financial Summary (Grant)

(i986 éSB? ggnKL
Activity 5000) {5000) ($000)
Long Term 74.5 145.0 223.5
Short Term 900.0 550.0 1,450.0
Technical Assistance 974.5 699.0 1,673.5
Training 360.0 360.0 720.0
R&D 166.0 80.0 246.0
Personnel _ 16.0 66.7 82.7
Materials and Equipment 3.0 4.0 7.0
Other 6.0 102.0 108.0
Budget Support 75.0 172.7 197.7

TOTAL 1,525.5 1,311.7 2,837.2
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DETAIL OF ADDITIONAL FUMDS FOR DIVAGRO PROGRAM (GRANT)

YEAR 1986

ACTIVITY

Technical Assistance
Short-Term

Diagnosis development

~ Spices, Herbs and colouring
- Flowers and ornamentals

~ Machinery for industrial use
- Agquaculture

CUALITY QONTROL PROGRAM
Consulting for preparing proposal
Advisory of new projects

Iong-Term

Technical support and marketing in
U.s.a,

264 days/man per annum

Travels

TRAINING

Funis for training

-~ Cucurbitaceous productors
= Afgquacultores

Participation in Conventions

- P.M.A, 5 persons plus stard.
Food Broker Assoc.

- Canada's Inter. Show

~ Others

Demonstrative Plots

1/ Commercial level
- Honey Dew (10 Mz.) Irrigation
- Cantaloupe Irrigation (10 Mz.)
~ Watermelon Irrigation
- Cucuimber (5 Mz.)

"Pipian" (Small Squash)

Green beans (5 Mz.)

= Others

t

TOTAL COLONES TOTAL DOLLARS
(000°s) (000°s)
3,000.00 600.00

750.00 150.00
750,00 150.00
750.00 150.00
750.00 150.00
1,000.00 200,00
1,000.00 200.00
500.00 100.00
372.50 74,50
312.50 62.50
60.00 12.00
1,500.00 300.00
1,000.00 200.00
500.00 100.00
300.00 60.00
75.00 15.00
75.00 15.00
75.00 15.00
75.00 15.00
650.00 130.00
100.00 —20.00
100.00 20.00
100.00 20.00
75.00 15.00
100.00 20.00
75.00 15.00
100.00 20.00


http:1,000.00
http:1,500.00
http:3,000.00
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ACTIVITY

1/ Variety Adaptation
Plot coastal zone
Plot Intermedia Valley
Plot Altitude

ADMINISTRATION

Salaries and Benefits
Executive of Investigation
Secretary

Benefits

Furniture and Equipment
Renting and Services

TOTAL

1/ Of this cost it is estimated that there i
preparation and 30% of labour.

50.00
18.

12.00
15.00

:

7,627.50

16.00
10.00
3.60
2.40
3.00

.

pash e

1,525.50

g a 703 of inputs and soil


http:1,525.50
http:7,627.50
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BUDGET EXPENSES 1987 - DIVAGRO (GRANT)

. (000's
TOTAL/ANNUAL  TOTAL/ANNUAL
QOLONES DOLLARS
ACTIVITY
1. Technical Assistance
Short-Term
Advisory for new projects ~ 2,750.00 550.00
* Area spicery, herbs ard colouring 500.00 100.00
* Area Flowers 500.00 100.00
* Area Ornamentals 500.00 100.00
* Tndustrial machinery 500.00 100.00
* Aquaculture 750.00 150.00
Long-Term
Technical Support and Marketing 745.00 149.00
Demonstrative Plots
1/ Variety Adaptation and Commercial Plots 400.00 80.00
* Plot Coastal Zone 100.00 20.00
* Pplot Intermedia Valley 100.00 20.00
* Plot Altitude 100.00 20.00
* Other cultivation 100.00 20.00
Training ~
Training Fund 1,350.00 270.00
* Cucurbitaceous 600.00 120.00
(2 groups 20 persons each) .
* Aquaculture 300.00 60.00
(10 persons) '
* Herbs, Spicery and Colouring 150.00 30.00
(5 persons)
* Flowers and Ornamentals 300.00 60.00
(10 persons)
Observation

Participation in Conventions 450.00 90.00


http:1,350.00
http:1,350.00
http:2,750.00

ADMINISTRATION

2.

Galaries and Benefits
Furniture and Equipment
Renting and Services

Per Diem

Publicity and Issues
ceminars and Confevances

Contingencies

TOTAL

55~

333.60
20.00
140.00
100.00
200.00
40.00
30.00

6,558.60

TOTAL/ANNUAL
DOLLARS

66.72
4.00
28.00
20.00
40.00
8.00
6.00

1,311.72
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ANNEX C

Technical Assistance Methodology

Technical assistance to Phase 1 and Phase III peneficiaries in cooperative
management, promotion, training and development will continue to be provided
under the amendment although by different implementing entities.

The creation of the Vice-Ministry of Rural pevelopment (July 1985), the
restructuring of agsistance to the Phase 1 implementing entity, ISTA (October
1985) and the regionalization of the Ministry of Agriculture (January 1986)
has resulted in a reassignment of responsibilities for providing technical
agsistance, a more rational use of project resources upon vhich the assistance

depends, and greater need for coordination among the entities vwhich provide it.

As originally contemplated, assistance to Phase 1 beneficiaries focused
principally on cooperative management (cooperative managers and accountants
(PRODEA), the uniform acocounting system (PAU) and farm management and to a
lesser degree on cooperative promotion, training and development. These
activities and their relative importance will continue. Slight modifications,
particularly the cooperative managers and accountants program will be
undertaken to strengthen the program in areas recommanded by PERA (the 0265

entity responsible for evaluating the agrarian reform).

For example, the turnover of managers and accountants seems to be related to
jinsufficient orientation to the ambiance of the reform and training in
practical skills of business administration for both professionals and
cooperative members.

Nonetheless, the principle upon which this particular type of technical
assistance activity is based i.e.. professional farm managers jdentified,
evalnated, and employed by the cooperative members themselves based on open
competition and an ohjective evaluation of the relative merits of each
candidate, remains sound and will be continue as a tennant of assistance to be
provided under the amendment.

Similar adjustments will be made for the uniform accomting system in order to
facilitate its acceptance by more cooperatives and insure its more
enthusiastic promotion by interested entities guch as the banking sector.

Perhaps the most significant change in the technical assistance program is in
the manner in which the farm management activity for Phase I will be
implemented. In October 1985, when project assistance to ISTA was
restructured and focused on land titling and compensation, responsibility for
implementing the cooperative managament technical assistance activities was
vested in the then newly created Directorate of Rural Development of the
Vice-Ministry of Rural Development .
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In undertaking these responsibilities, the Ministry of Agriculture adopted a
new policy of providing technical assistance - to both Phase I and Phase I1I
beneficiaries alike - in an integrated and coordinated manner on regional
basis.

While largely untested to date, the policy is based on a "whole farm" approach
of providing assistance through tcams of technicians, each with a particular
specialty, or discipline ("Equipos Multidisciplinarios") which together would
be capahle of responiing to the gamut of problems at hand in a related and
integrated manner.

The prior experience upon which the approach is based met with a degree of
success when implemented under the farm management activity in ISTA.

Responses to production were found to be not entirely dependent on factor
inputs but also depended in part on sociological considerations of the members
who are principally cocerned with maximizing their wage income. However,
inadequate logistical support and administrative backstopping hindered its
fullest development and was one of the reasons this program of assistance was
transferred out of ISTA. Also, specific techmical assistance by institutions
like CENTA, CENCAP and others did not materialize in a timely fashion.
Notwithstanding the problems ISTA encountered, MAG's decision to implement
this "whole farm" approach is warranted because MAG intends to delegate to the
regions the funding authority and operational autonomy necessary to overcome
the logistical and administrative problems, and will exercise its authority
rigorously to insure compliance of its line iustitutions in support of a more
rational use of resources devoted to technical assistance.

Operationally, technical assistance supported under the amendment will - at
least for Phase I - be guided by hierarchical listing of the cooperatives and
be provided on a priority basis by the multidisciplinary teams. While the
planned 20 teams will be organizationally a part of the Vlce—Mlnlstry s
Directorate of Rural Development, under the regionalization, these teams will
be assigned to and supervised by MAG's regional managers. (Each of MAG's two
Vice-Ministries are assigned two regions though each manager is named by the
Minister).

The numerous, scattered and small scale nature of the Phase III beneficiaries
does not readily lend itself to the type of classification system developed
for Phase I. Technical assistance to Phase III beneficiaries will continue to
be provided principally by CENTA and selected private firms as determined by
campetitive bidding procedures.

To guide assignation of resources in support of the regionalization effort,
MAG will use a listing of Phase I cooperatives to be assisted on a priority
basis. This hierarchical listing, promoted by A.I.D. in furtherance of the
original projects objectives of servicing the most needy cooperatives,
identifies those cooperatives whers additionil assistance promises to have the
most impact in advancing self-management.
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This listing is based on earlier work by an A.I.D. consultant (see page 25)
which classified the cooperative's level of self-management (desarrollo
auto«gestionario). At one extreme of the scale it was agreed that the most
advanced cooperatives would not be considered priority targets because of
ability to obtain assistance olsewhere. Nt the other extreme, the
disorganized, abanioned or problematic cooperatives are beyond the scope of
the project to change, because of the political nature of the problem.

The remainder represents that number of cooperatives that will receive

.

attention on a priority basis.

The hievarchical listing stems from the Aifficulties ISTA encountered in
promoting the project's technical assistance program among the most marginal
cooperatives. The lack of response by the ne=dy cooperatives led to
assistance being provide to those cooperatives who did respond without
sufficient regard to their level of develovment. A check-off of cooperatives
requiring assistance was not systematically followed. And this is what the
hierarchical listing will facilitate.

In addition to the listing and the specific snstitutional action plans
required under the project, implementation of the technical assistance program
under the amendment will also be guided by the Manual for General Organization
for the Regions and the Regional Action plans which condense the role arnd
responsibilities of each of MAG's entities represented in the region and
gpecify the targeted cooperatives to be serviced during the year.

Related assistance directed at facilitating the implementation of this program
will be provided by Technoserve (TNS) in the methodology of integral farm
management and in administration of technical assistance programs. The
experience and degree of success Technoserve has obtained in nine years of
providing assistance in rural enterprise development has led to an agreement

between TNS and MAG that TNS will train MAG personnel in Ehe'sucpessful

methodology developed by TS. project funds have heen programm for the
related costs of providing such assistance. :



