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GLOSSARY
 

AOJPAI - Asociaci6n de Cooperativas de Producci6n 
Agropecuar ia Integrada 
Cooperative Associations for Integral Agricultural 
Product ioni 

ASI - Asociaci6n Salvadoreia de Industriales 
(Salvadoran Industrialists' Association) 

BCR - Banco Central de R-eserva 
(Central Reserve Bank) 

BFA - Banco de Fomento Aqropecuario 
(Agricultural Development Bank) 

CDG - Centro de Desarrollo Ganadero 
(Center for Livestock Development) 

CENCAP - Centro de Car..citacion Agropecuaria 
(Center for Agricultural Training) 

CENM- Centro d. T.cairsos N-i turales 
(Center for N.atural Resources) 

Cl-TA - Centro Nacional. de Tecno].ogia Agrop-cuaria 
(Natimial Center foL Agricultural Technology) 

DGMD - Direcci6n General de Contribuciones Directas 
(National Direct Tax Office) 

DIECRA - Desarrollo Integral do Empresas de la Reforma 
Agraria 
(Integrated Develo.wmmt of Agrariar.Reform 
Enterprises) 

ENA - Escuela Nhacional de Aqricultura 
(Natimal School of Agriculture) 

FINATA - Financierii INiciona]. d, Tierras Agricolas 
(National Finarne Office for Phase III Agrarian 
Reform Lands) 

IC - Instituto Go-ogrlafico 
(Natioy.l Geograph-ic 

Nacional 
Institute) 

ISIC - Instituto Silvadoreco 
(Salvadoran Institut-e 

de Investigaciones del CafM 
for Coffue Research) 

ISTA - Instituto Saivaiorci-no de Transformaci6n graria 
(Salvadoran Institute for Agrarian Transformation) 



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

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

OSPA - Oficina Sectorial de Planificaci6n ANropeoaria 
(Agricultural Sector Planning Office) 

PERA - Planificaci6n y Evaluaci6n *de.la Reforma 
(Planning and Evalu.tion of the Agrarian 

Agraria 
Reform) 

REDO - Rural Diterprise Developnentc Office 
(Oficina de D:sarJ7o1.lo de Dhnpresas Rurales) 

RPRH - Registro de la Propiedad 
(land Rgistry Office) 

Raiz e Hipoteca 

UCS - Uni6n Comunal Savadorea 
(Salvadoran Commurri]. Union) 
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EXECIVE SU.MARY
 

The Agrarian .Reform Sector Support (519-0265) Project was designed and 
authorized in F 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 resources and 
services to reform beneficiaries, increasing minagerial capacity of 
ooperatives and encouraging expanded privte 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 been 
obligated.
 

In order to concentrate project activities on titling, the 	most essential
 
reform services and tc lay a groundwork for a broader USAID agricultural 
effort in FY 88, the project is being amended to: (1)extend the PAC to 
Dcember 31, 1987 (except for a discrete private sector component with a 
separate PACD of July 31, 1988), and (2) incrcse loan funding by 8.5 million 
and grant funding by t5.057 million. State 159095 provides the authority for 
USAID/El Salvador review and authorization of this amrlmnt. 

The project goal. of ex[inding rural employment, raisinq income and providing 
secure tenant rights remains unchanged. The revised project purryse is to 
complete the consolid ttion of the agrarian reform process and create 
conditions necessary to integrate the Ieneficiaries into the broader agrarian 
economy. 'fi.is will be accomplished by the (1) o-npletion of Phase I and Phase 

III titling, (2) adoption by G3OES cf a classification system for Phase I 
cooperatives based on their potential for "splf-management", and (3) increased 
access to productive resources and essenti.l services for reform beneficiaries. 

The revised project purpxse implies a more narrow focus on 	project activities 
(i.e. 	titling, essential services and prom)ting private sector aqricultural
 

of project support
investment). This will result in a reduction or cessation 
to several current project implementing agoncies which are 	not directly 
supporting these most essential project activities. Conversely, those 
entities most direct].y supporting such activities will receive even Mrore 
intensive support (uring the project exte:nvin. 1 grqdonnc-ork for greater 
private sector pnrticipotion in the agiari-n reform will be greatly expande:d 
by promoting agricultural feasibility stulies and the proiotion of new 
enterprises. 

The Project Developm.nent rleam was composed of the folla.qing USAID/El Salvador 
staff members: 

Dr. Ken Ellis, Rural Develoixient Officer 
John Cloutier, Office of Projects
 
Clem Weber, Deputy Rral PDvelopnent 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, [AC/DR
 
Barry Lennon, Credit Cooperative Specialist
 
Dr. Dave Fleddlerjohn, Cooperative Specialist
 

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

Robin G6mez, Director 
Bastiaan Schouten, Delyty Director 
Ronald Witherell, Associate Mission Director for Operations 
Donald Boyd, Chief, Office of Projects 
John Davison, Controller 
Dr. Andy Anderson, Econanist 
Dr. Roberto Le6n de Vivero, Program officer 

A) Sumnary of Original Project 

1. Economic/Political Environment 

The distribution of land in El Salvador has historically been directly
 
related to wealth, incone and, for some qroups, even survival. It has been a 
cause of social and political unrest for ne.a.rly a century. The 1932 uprising 
ihich was violently surpresseJ by the government (La Matana), ].ed to some 
very mor]est attemnts at land reform su: a voluntary sales of unwanted land 
to the qovernment. By the end of the 1970s .and distribution in EL. Salvador 
was so unequal that six families cK-ned mricc land than 133,000 farm families. 
VWith the highest ratio of landie: s families to total population in Latin 
America, the land tenure problem iYecam .ec. qnize] as one of the most unfair 
in the world. The relistribution of land and o'-ier factors of agr:icultural 
production leading to increases .an income :il other benefits is the primary 
focus of El Salvador's Agrarian Rt [orm Program. 

In March, 190 the Government of ol. Salvador (GCo)s), faced with a strong 
guerrilla insurqencty, initiated the aqrarian reform process through a series 
of decrees which have chancged social, econoic and land (canership patterns 
throu4nout tbe country. The go-is of the reform include: a more equitable 
income di stribution; increased empl]oyment; and increased agricultural output. 
The reform hn:l an imnmediate political impaict in that it addressed social. 
injustices which were be2ing exploited by leftist guerrillas. Attninent of 
longer term goals will require Lim-? for px)larized] qrouips to adjust to th
change and r(N-uire further assisttance to the nvew landcx;ners (coolyrative 
members a:-nd smll lanrdholders) who were sul'lenly thrus3t into positions 
requiring varying degrees of ix-anagement capbility and external resources. 

The agrarian reform consists of three Phases, two of which are actively being 
implemented. Phase I involved the expropriation of landholdings in excess 
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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, achinery and equipment permanently located on tue 
to existing agricultural cooperatives andexpropriated land. Land belonging 

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 bad access to land on May 6, 1980 to apply for 

titles on up to seven hectares of the land they rented or sharecropped\. The 

former renters involved in Phase III, ],kn.,,n 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 Iand Registry Unit 

of the Ministry of Justice. The nLunber 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
 
to sell landholdingshectares. aqners were given until the end of 1986 

greater than 245 hectares. According to the constitution, unsold Phase II
 

land will be expropriated after the necessary implementing legislation is 

passed by the ational Assembly. Tireit of expropriations of these lands has 
about 13,000 hectares ofled to a significant amount being sold. In addition, 


claimed by Phase III beneficiaries
potential Phase II proparties have been 
under Decree 207. It is estimated that approxin-tely 389 landholdings would 

be affected by Phase II. The CWES is publicly comitted to enacting Phase II. 

2. Project Components and Expected Oitpits 

The purpose of the Agrarian R-forn Sector Sup:)ort Project (519-0265) is to 

increase the efficiency and effectivenjuss of the agrarian reform program by 
toaccelerating the land transfer prcess, improving the ability of the GOES 

provide resources and services to agrarian reform beneficiaries w1-ile 

increasing the managerial capacity of amjarian reform cN.oop2ratives, and 

expanding private sector investment in tvh;e enterprises directly related to 

the agrarian reform. The projct- has prnvided financial and teclnical 
to the WDES since its authoriz,. Lion in Septemlber, 1983. Theassistance 


project's three comp-nents are laiid traiis[ar, suppDrt services for reform
 

beneficiaries anO rural enterpri. e development.
 

The land transfer coinponent involves providing titles to Phase I
 

Cooperatives and Phase III beneficiaries. In Phase ], approximately 389
 

propertins wcre to be acq.-uired by ISTA (lator increase-] to 470) and 315
 
were to be adjudicated. 'xpectedcooperative titles (later increased to 317) 

for Phase III included the initial granting of 75,000 proN'isionaloutputs 
titles (since reduced to about 65,000 and 45,000 definitive titles.) The 

titling process for Phase III is handled by PINATA, 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 technology through extension services (CENTA) and 

to be measured by thetraining agencies (CENCAP, ENA). These outputs were 
traineddevelopment of regional committer:s (4), local committees (59), agents 

(140), non-traditional crop packets (40,000) and solidarity groups organized
 

(3,500); and improvements in training and communications by CENCP and INA. 

This last output includes trainitig agents (140), training campesino leaders 

(10,000), and developing radio pc-Ygjrams (700), television programs (50), 

pamphlets (80), new professors (6) and new courses (3).
 

The third project copnyxxent, rural enterprise development was to be 

through the Salvadoran Industrialists Association (ASI), and include the 
Office (REDO), theestablishment of the Rural Fnterprise Development 

conducting of feasibility studies (5)and the establishment of new enterprises
 

(3).
 

3. Summary of Implementing Agencies 

This section provides a sumniry 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-mnanagement until cooperatives become 

organizecd and capable of self-;vinagement, (3) land adjudication and (4) 

coordination of inputs and technical assists-ance provided by other 

government organizations. 

During the Phase I expropriations, ISTA officials notified (either in 
inby public notice) ti-e cn£,rs ident-ified as holding land 

person or 
was to be acquired. ISTA officials 

excess of 500 hectares that tlheir land 
the Ari[rd

took pysical poss"e ;i/y of thv'e properties with the support of 

Forces aild expropr-ited thos;e over 500 li'cLares. The former c ner has the 

right to continue to own 100-150 hectare3. 

a and the
For those properties acquir d by ISTA, title was prepared, 

IST'A holds title to the propertiesproperty was transferred to ISTA. 

until the titles are transferred to the eligible beneficiary cooperatives
 

and comnunal associations.
 

ISTA is also responsible for supervising the care, management 
and
 

in earlier reformsproductivity of properties acquired by the CiDES and 
and technical assistancethrough voluntary sales. For purposes of creit 

statistical rex)rting), the GOES often refers to
delivery (as well as some 

sector which includes the Phase I reform sector and 
a consolidated reform 

Decree 153 was implemented (sometimesthe 112 properties acquired before 

referred to as Decree 842 pro)p-rties).
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ISA handles not only the procedures of expropriation, compensation and 
title transfer, but also co-management 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 meambers.
 

2. FINATA
 

In the spring of 1.980, less than two months after the biggest haciendas 
were expropriated, the government aroLnced an additional agrarian reform 

program whereby tenant farmers and sharecroppers would be allcwed to claim 
ownership to the lands they were actually farming at the time. The land 
being rented was generally around four acres cf, for the most part, 
marginal crop land. The cxesinos who filed claims were to make anual 
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 government. There was an
 

eight-month legal controversy about just how the program should be defined 
and carried out, and how the req1ations 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 thousands of 

landless peasants who saw DTecree 207 as a chance to b -come small land 
owners without the insecurity of finding plats to rent and plant corn for 
their family every spring.
 

In December of 1980, the government published the long-awaited regulations 
under Decree 207. The original. idea was thlmt this progqram would be run by 
ISTA, but it a].ready had respon.;ibility 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 ISTN, 
it was defined as a land transfer agency with no speci fic responnibilities 
to its beneficiaries beyond providing them with a clear title and a crelit 
plan to pay for their plot. 

FINATA presently has 504 perm-inent and 300 temporary etuployees in 14 field 
offices throughout the country. Until June 1984, FIN'"'A employees 
concentrated on locatinq potbntial beneficiaries, explaining the filing 
procedures and taking initial -ippl ic'ations. Since thle expiration of the 
filing period, FIZAl'A has been reas3iguirng personnel and resources to 
concentrate on completing the titling prociidures. 

As the implementing agency, FINNPA is charqed with: (1) promoting Phase 
III, (2)preparing renter claim application forms, (3) issuing provisional 

titles, (4) obtaining the affected'I land from the owner, (5) de:ermining 
and paying former o'.-ner compensation, (6) verifying titles and prep-aring 
new deeds, and (7) establishing the amount of the former renter's agrarian 
debt and 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 III until the renter
 
initiates the claims procedure. This design feature, in an enviranment of
 
threat and violenoe, seriously impairs the "self implementing" aspect of
 

Phase III originally envisioned. 'The preparation of application 
documents, carried out in the FINTA 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 issuance of a provisional title. 
'Die provisional title assures the former renter of the right to cultivate
 

the land and reap full benefit o( the harvest. Thie provisional title also 
provides the former renter with easier access to the BFA for production 
credit finaucing. A total of 62,160 applications have b!een filed. (A
 

definitive title is one which has then been developed such that it meets
 
all criteria for registration by the lIandR gistry Unit of the Ministry of 
Justice.)
 

Mghile a large majority of FINATA bYeneficiaries 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 member's who bal(ng to the Salvadoran Comulnlal 
Union (UC) or the Coop:rative Associations for Integral Agricultural 
Proiuction (AOOPAI.) About ten haive been formed without any sponsoring 
organization. According to FTNAT'\, 27 are prcx7lction co-ops organized as 
collecti-e employers. Theare are 36 co-ops in whaich members work as 

individuals but the co-op arranges servicos for mnbers. Nine co-op3 are 
a mixture of both production and service types. 

During 1981-1983 FINATA paid very little attention to the provision of 

services to bneficiaries, but this changed in 1984, and current policy is 
to ra - some limited efforts to coordinate-appropriate services from other 
governmental and inter-national organiz;tiais. 

3. MAG Agencies 

The key Ministry of Agricilture (,'-"G) agencies involved in the project and
 

a brief description of their sup[x)rtive roles follow:
 

a. 	 CENTA -- The National Center for Agricultural Technolog-y (CEUNTZ) 
embraces several functions such as agricultural research, seed 
production and certification, the function most directly affecting 
Agrarian Reform beneficiaries anrd institutions is that of 

agricultural extenion. Throujh agencies scattered throughout the 
countrV, its aqents are exrpected to reach both Phase III small 
farmers (finateros) as well.a cooporatives (under ISTA
 

sponsorship). There are insflnrces Mhere special events and outreach
 

activities bve been planned and co-nducted in conjunction with ISTA
 

or under FINhTA spxonsorship.
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CIAM is responsible for research and extension activities related to 

all crcps 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 III beneficiaries to change from a pattern of 

shifting cultivation to mare intensive farming of permanent 
parcels; 

- The need to diversify crops, make permancmt improvements and 
participate in community development efforts; and 

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

b. 	 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: 

-	 Te organization of seminars, courses, workshops, and other 
events to meet these needls;
 

- Provision of training program midelines for the entire
 
agricultural sector; 

- Collaboration with vocational .nd professional schoois, and 
providing them with information obtained through CfONVAP research, 
training, and evaluation efforts; 

- Assisting NAG entities in agricltural training and communication 
efforts; and
 

- Coordinating MAG participant training outside El Salvador. 

INis 	organization has carried out a nunb) r of ;activities -- seminars, 

courses, workshops, etc. -- dirctly for pn-rsonnel of ISTA and/or
FINATA (such as trainiu. for prootrs and co-administrators) as well 

as for ben-ficiaries, particularly for the members of the reform 
cooperatives. 

C. CE'RMN -- Center Resources (Cn>'JhNRE) providesh'le for Natural 
technical assistance in soil conserv.ition and forest area management 
not only to Agrarian l.e form bene[icj. v'ies but to other individuals 
and groups as well. 

d, 	 ISIC -- IlMie Saivadoran Institute for Coffee Research (ISIC) works 
with Agrarian Refo-m beneficiaries in that mn,.y are coffee 
producers. It has a mimdate to provide integrated technical 
assistance to the reform sector on a priority basis. It conducts 
campaigns of information on the idontification aty] treatment of major 
coffee posts and plagues. It also j.rforms research designed to 
provide gdidance to coffee producers to improve El Salvador's coffee 
output. 



e. 	 ODTM -- The %ral Enterprise Develor'nent Office (ODER) is a program 
iq'nich is in the early stages of implementation. (ine 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-industrics, improving the 
marketing infrastructure and opening up new markets. 

f. 	 Q).G -- The Center for Livestock De-velopment (CDG) is in essence the 

CEN¢.P for livestock proucers -- it is responsible for developing and 
disseminating new prcxuction technolqYyy and pest and disease control 
information. It, too, is expected to give priority to the reform 
sector. 

g. 	 D.rtamento de Asociaciones _qropecuarias -- This department of MAG 
is responsible for analyzing applicatioas of cooperatives and 
cooperative federations for legal status and conferring such] status
 

on them if it finds dat they meet the legal requirements. 

h. 	 PERA -- The Planning and Evaluation of the Agrarian Reform (PERA) is 
cons3idered a project of OSPA (the 1,4kG Planning Office) and is 
referred to as Such. It is responsible for conducting a series of 

angoing studies and eva].uations of various as}pects of the Agrarian 
Reform, including the annual evaluation of the reform. It has 
studied specific pr-b.ems faced by both ISTA and FINATA and has made 
recoimmendatic;is which all too often have not been accepted or put 

into practice. 

i. 	E'\- -i- was established in 1956, for'teSc1hool. of Agriculture (E',T\) 
th-e xurpo.e oE providing vocational resident training for 

agricultural technicians. Tihe sc-ic.Yl was est-blishod with U.S. 
assistnce anid petternerl after the 7rimorano school in Honiduras. The 

curriculum of the ENA consists of a 3 year program of 9 cycles of 1.5 

weeks eachr, with a total of 160 crc -it hours of classwork. Classroom 

instruction takes place diii.-ing a }-xrtion of the day and practical 
"hands-on" woilk occupies the romainger of the edy. Because of the 

the school m-!:i operate avoc-ational nature of the ?rx-jrain, 
The school has varioussubstantial farm and foal processing com.plex. 

produLction units, such as peultry, swine, dairy, etc., on whiich the 

students work. 'he demrinl for gradirites from the 1E'A has generally 

been quite strong. Post of tJhe agricultural extension agents as well 
as many private sector technicians w.re trained at INA. 

http:sc-ic.Yl
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(whi h are the main onesThe above agencies and departments of t4AG 
aredealing directly with some aspects of the Agrarian Reform) 

the Agrarian Reform and particularly its
supposed to actively support 

ISTA and FINA]P2, as well as the cooperativesprincipal institutions, 
implicitly they haveand other beneficiaries. Both explicitly and 


been instructed to coordinate their activities with ISTA and FINAVA.
 
that tales place is limited andIn practice, the cY)ordination 


of an ad-hoc nature.
frequently 

for Fny-iomicare the Salvadoran FoundationAlso involved in the project 
and the Alricultural Diversificationand Social IXwelon1>rnent (EYJSADES) 

foundation establishedProgram (DIVA\GRO). FUSADES is a non-profit private 
sector activities in

in April, 1983 and comn.rlitted to furthering private 
It's nmbirers include

consultation and cooperation with the governmint. 
of the economy. FUSATD&S is involved

OUsiness leaders from various sectors 
seen as one of the most viable
in several A.I.D. projects and is 


sector acLivity. DIVTAGRO, a part of
mechanisms for promotinig private 

entity promting agricultural development.F-XsADE-S, is a private sector 
for a more detailed description of these entities).(See pages 31-33 
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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.
 

- Completion of titling.
 
- Phase I management and administrative systems designedl and operational.
 
- Phase I cooperatives linked to adequate and appropriate technical
 

support services. 
- Phase III beneficiaries provided with increased access to technical 

services.
 

During the extension of this project, the assistance described in this 
amendIment will. res3ult in the foils'v4ing inlicators for the above outputs: 

- Phase I: 317 titles granted. 
- Phase III: 45,000 titles gcanted. 
- 450 Directors traine. 
- 250 Accountants trained.
 
- 150 coop.ratives with the PAU accounting system in place.
 
- 200 cooqlxratives indicating services are adequate.
 
-	 Half of all Finateros listening to radio messages re,.larly or
 

receiving extensionist visits rcjul.arly. 

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

Original 	 Actual Outputs
 
Output s 	 L)P Nnended LOP 3/31/86 

I. 	 LDand Transfer 

A. 	 FINATA.7 (Phase III): 
- No. of provisioual titles issued 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 titls registered in 

the Lind Registry Office (RPRA) 40,000 10,000 5,648 

2. 	 ISTA (Phase I): 
- .No. of prop: rties compensated 469 469 332 
-	 b. of definitive titles issued 
by ISTA to productive units 315 317 b) 145 

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

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

Note: 	 Original. LOP amounts are from the original project paper. 
Amended LOP amounts are revised outputs to be adopted with the 
authorization of this project paper ame3ndment. 



II. 
Outputs 

SupLpor Services 
Reform 

_ 

o-c the 
__ 

Aqrarian 

Or iginal 

AMended fLOP 
Actual Ottputs 

3/31/D) 

A. ISTA: 
- No. of cooperative managers

presently emplo ,ed 280 250 117 

- No. of cooperative accountants 
presently employed 

- lb. of cooperatives with Uniform 
Admin. System (PAU) 

280 

314 

250 

200 

118 

113 

B. CETA: 
- No. of Solidarity groups 

organized 
- Plants and seeds produced for 

distribution: 
- Basic grains seeds (qq.) 
- Fruits/vegetable seeds (lbs.) 
- Assorted plants (no.) 

- Demonstration areas/field trials 

3,500 

8,000 
11,100 

600,000 
600 

3,500 

8,000 
11,100 

600,000 
1,141 

2,877 

1,798 
3,102 

547,123 
904 

C. CENCAP: 
- No. of training events 
- Nb. of tec:hnicians trained 

in-counitry (short term) 
- Nb. of OUmlesinos trained 

in-country (short term) 
- Nb. of radio programs 
- No. of television programs 
- N. of different pamphlets and 

other ecucational materials 

2,511 

13,296 

30,000 
700 
50 

80 

1,694 

10,000 

50,000 
150 
100 

150 

1,199 

4,7.44 

46,265 
76 
58 

108 

D. INA: 
- Ib. of students enrolled 
- ND. of class hours given 

1,120 
2,940 

1,120 
2,958 

964 
2,469 

E. OSPA: 
- No. of persons trained abrovid: 

- Technicians (short term) 
- Campesinos (short term) 

90 
40 

90 
40 

85 
25 
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Original Actual Output 

Outputs LOP Amended LOP 3/31/86 

F. PEPN: 
- Annual evaluations 

agrarian reform 
of the 

6 6 5 

- ND. of special studies Iyased 

on field surveys 25 25 15 

III. Rnral Enterprise 1D.:vlopmeflt 

A. MAG-ODER: 
- New entity established 1 1 0 

B. rUSADES-ADP 
- b. of feasibility studies 

financed 
- Data BRik established 

4 
1 

13 
1 

9 
0 

coope.ratives having 145
The land tr;xnsfer is behind scheule with Phase Onie 

317, and Th;r:e Three beneficiaries having
definitive titles issue.d out of 

the lack of funids toThe key ptoblem.5 are12,5*i definitive titles. 
properties,

compensate former owners, difficulties clearing liens ag-iinst the 
tosystem. A.I.D. is supporting efforts

and an obsolete proprty registration 
liens,

get fun.s for compensation, to recotm O)ES legislation regarding the 

folio re-,l. land registration systc, and is optimistic
and to shift to a Hl-.l ern 

time to oomplete land titling
alout the prospects to solve these p,.ohlems in 

in this project extension.Cf 1987, the prornsed PACI)transfer by the end of 

About 25 per cent of El Salivador's aFrbi_ lae. has been transferred to 

dirc.±-ly bonofiting 570,000 pr3rso-nis, or over 25 
formerly landless peasants, 

per cent of the rural population autii 12 per coat of El Slvador's total
 

for which it was undertaken,of the political reason,.;poi,7lation. In terms 
aqarian reforjm in El S lvador has lbeen a success;. In economic terms the 

from the Phase I reform
reform has been mixed. a'tal proluctionir,-,-t of the 

but this is 
sector is below pre-reform levels, due to reduced area in crops, 

Ct]edit exprienae has not IXeen favorable 
a1so true in the no--reform sector. 
with mst of these coo.ratives and manragement capability is generally 

IPhiaseseriously in;rdequate. ODiy an estimated 70 of the 307
consiflered1 

considered moderately successful, although even these
cooperatives are 

to renmin current on 
coajxpratives may be decapitalizing their farms in order 

As is analyzed throug'hout this paper, many of the 
production credit loans. 

are believed to be structural, i.e.,
of the Phase I cooperativesproblems 

to establish in the cooperative the proper incentives for success,
failure 
including self-initiative and self-reliance by the cooperative members. 
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Fbr the Fhase III beneficiaries the impact of the reform has been more
 
only 23 per cent of thepositive. Although for the lq84/5 crop year 

per cent receivedreceived te'chnicr l assistance, and only 22beneficiaries 
Ytween 1982/3 and 1984/5:

loans from banks, the following progre2ss occurred 
from the depresselfigures represent succesSful recovery(note that these 
necessarily major new

cond]itions of the violent early days of the reform, not 

is itself a major acco;yplishifent given lack of 
progress, althu-h recovery 
support services):
 

-beneficiary land holdings have increasei by 18.3 per cent through 

or other inxms and fixe.d assets 'have
rental, purchase, inheritance, 

per cent, indicatir ] both existence of profits to
increased by 200 
reinvest and incentives to expmnd prcluction, resulting from 

land
 

security.
 

now-basic grain production increased by over 200 per cent and is 

equal to one quarter of the national p,:oLuction. 

from 5 per cent to 28 per cent
-production of other crops increased 

demonstratirg diversification of
of total beneficiary production, 

Value of these crops per hectare is 250 per cent of thatproduction. 

for basic grains.
 

-use of hired labor increased 400 per cent.
 

-erosion constraint infrastructure was constructed bry 20 per cent of 

the beneficiaries. 

for plicing prof ssi onal mamnigemnt in 230 cooYp?.ratives (PRODOA)
The proqram 

118 with .lccountants. 'ih 
has resulted in 1.1.7 cooj.2ritives with i~i']rs aid 


mainagers and acc.u'nt..nt i'>,raiLly are tbie weaher

cooperatives without 

to bcrne finaeially viable. 
cooperatives with the greal-,t need he 

stronger cooperatives have not yet been emancip}ite'1 froin co-mnag mernt by
 

ISTA.
 

to beneficiaries
CFNTA is providing impressive coverage for extenfion services 

140 ext'en-ion poslti:.r
but the unfulfill-;d deman1d is substantially greater. 
 2,877 borto,;er

have been filled (out of a life of project target of 140) an!d 


to the I0P, tarqet of 2,200). Approxim-itely 1/3 
groups were formed (compare] 

and have beenfor ir:,ve'. se; fruits: 
to 2/3 of the initial LOP targets 
achieved in the first two yec-rs of the proje'ct. Pro:osqed rejio;r l oarrnr!it ees
 

Ire ited but are planned for 1986. 
and local comnittees have niot yet been 
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CENCAP has trained 46,265 ca.upesino leaders (vs the LO)P target of 30,000) and 
the courses appear to be highly regard,'1. Demand is substantially higher. 
Training for 340 extensionists of CFH]A his not yet taken place and the radio, 
television, and pxmphlet programs are far- behind schedule. 

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

The proqram to stimulate new private s.ctor enterprises has finally led to 

creation of a new unit in the Minist:y o Agriculture (MAG) and the initiation 
of stiI.s. 

C. Ritionale for the Amen:t,,ent 

The Salvadoran agrarian reform is a massive reorientation of the socia].
 
and] economic relationship of rural a:noiety unlcrtaken in the midst of an 
active civil \.',r arid eo)noic rec u:!;ion. Althoviui sor2 of the principal 
strategies which govern.d the ref in hid beon developod bj Salvadoran 
politicians lotr beforc the tpheavwi, iml)].,mnit it ion was carrie:d out in an 
(id hoc m;inuer .-Iictatod by the so A c i-io'; anl ccorio:nic streoss of the 
peria>]. The ,Salvadlorinagr:ariani rFm, like aI. such mv r:;Ces,was
 

funivlmentally ]xilitica]., auvl the 0'0 to coniolidate the reform ani use 
it ai a vhiJc]e to improve proWcr i,,n,,m] emplolm:ant remains a fundmai-tal 
political conmitment of the Govern, it of El SiLvador. 

'he refom lh:.; bo-.n plhquc1 by m.-i-,v ,:ohlmn, .o tli external, to the refoLnm 
an-1 internal. '112e reatiob)vious in thlr civil wAr, which has greatly 

hi,1q,.2red effort-s to conoll..ate So rform. Forty-eight large reform 
seci:or farms in the midq;t of the wa r zone arc totally al]>in!Jo(d or in 
extromely woeA: financial convliti:. Sug ir can fields are frequently 
bulrn'ed and cr,),) sprayl.nr.] plinr'-. w ',Iqo i ot l,, f. -ns 1hi.ve been shot 
do.n. Coo_.,: ivo mner s anrI .. la.''i leader; A ,ve been assassinate and 

kidnapped. T" ad-lition, ., the war in t:hethe general i ii-),: of 
Salv loran econa'n\,, al1:1>qh for wxy;P in :;,:-)n s thIn others, limits 
investment in critical agro-ininu' iI npj)rt: sorvices. 

The reform pcoc2.an has b':oei furtl]-r 'q icat:e'l the frequenit shifts inIh,, 

political ].ea,.hriip aq El gl]vai Nis soight
:ir bo cosoliite its return 

to Sininoeracy. th,-re Vinve ch-nges in key GOILSgirce 19J2:) been nn1.rorvs 
oftkLs with conwaemintant hifts i rilyDlicie3 nihlcting the reform. While 

si)port for the reform h-is qener] U' b'en consLot, diffnrunt ministers 
ani hea-s of cr-it:ical reb-r.m insLttu-ions have porsied varying, and at 

timps conflictioj, objectivcs. 

A third mijor con-;traint faiced by the reform h-a,. been the stagnant markets 

for traditional ,xVrt cnips, which wore the economic base of the 
pr -reform haciendas. International prices for cofee, cotton, and sugar 
have been depruessal since 1980, excopt for the recent improvement in 

http:pcoc2.an
http:sprayl.nr
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coffee. Mhe imrxict of the low prices is iwnife.ted in unprofitable 
operations and ina-tbility to m.-et cre]it obliqations on some of the reform 
farms, just as non-reform agricultural operationus have been similarly 
affected.
 

The Acrarian Reform SuppDrt Project was undertal.en when the status of tbh 
reform was precarious and ro.uired a quick res[orine. As was noted in tlhe 
original Project Paper (p. 17): "Wilny agrarian reform coops and Debcree 207 
beneficiaries are at a point wnre they ciiinnot afford to wait for a 
lory-term solution. If quick action is not taken, there is a real risk of 
many Phase I coops sinki,ng hopalessly into debt and a nurmber of U-2cree 207 
beneficiaries being force, to abandon their parcels because they canot 
make them profitable enough to continue." '1The 0255 project: was designr!] 
to consolidate the reform throuiqh issiiancn of legi titles to 
beneficiaries ant to finance support ,-,rvices es-sential to assist the 
beneficiaries through the critical early stages of the reform. 

The farm laborers who took over the .;Lirq, profitable hacienla:s under 
Phase I, convertinlg them into coop;tr)t 1v,.s, hal no expeYrien c in farm 
managemet an-: in fact w.:!n mostly illitratDe. I)ring the r-xist fifteen 
years, most A.I.D.-supportci coo]Yer:t-\'( dve lf,tit activiti,'. in Latin 
American count::ies have been intensive efforts to (develop f ir to six 
pilot regional. service cprratiwe.: pmc country over a porio.1 of several 
years. Ct-11lred with thiq, the ovn'i-l1: c:eaL-ioa of 317 c<T:.ex 
agri-business coo]pexratives, led and1 of[-n maage] by untrained,nfarmers, 
was an aweosa. task. To (I<)so in t1,: ,;ni;.t of a civil war and rapidly 
shifting political leadership, an(I ,]1ri ntf1 pKoriol of general economic 
recossion, was a truly fornitidale unhrtiking. 

In a°lition to the extervl. constraint-,, there are a niunber of internal 
problems resulting from th2 st'-,0cture of the PIhas:e I coolprativos. Th-.' 
includ,.: 

1. 	 The coopernitive membe2frs' first priori.tics are steaYy 'aplonent and
 
access to a smll p-1r,'l of. linI to pl;ut b.sqic grains for ho-me
 
consumption. Many ar barsically ,rari ].al7c'rs who consi-ler the
 
coopExrative as their iiployer.
 

2. -Maycpr,-tives are :in ,ffect: run bj elected leaders with litt e oW 
no kno.ql.- : o1 oo pt.i ve agri--busi ess. GxiA manag: are 

difficult to recru it and may nt). accept,, t the coxDi-ratives' 
leaders. rIvere ias b:-11n no oprilhnsive training projii:-.i for 
manager s. 

3. 	 'The GOES assumed a co-iiarnqenmL role which wats critical to the 
initial surviv-al of te nhase T (Y)1}',tiw-s. ,ome offic2ils, 
however, would like to coontinue tLbiW. role indefinitely, which would 

aintain st:atc control. an1 impele ,,',e].opmont of priv,.te initiative. 
In scane cY)iratives, the co-m-ina Jovnent policy has a]realy become 

counterpro,.ltctive. 

http:priv,.te
http:undertal.en
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4. 	 None of the cooperatives has a capital base nor is likely to have one 
notin the near future. Agriculture is a high-risk business and does 

as has been recentlylend itself to highly-leveraged financing, 

demonstrated in the rural United States. Even the wages of
 

are with borrovied resources.cooperative members financed 

5. 	 he legal status of many cooperatives remains undefined, as does the 

status of their aqrari;.n 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. 

mea1T-ers adapt to the corimunal structure of7. 	 Finally, although som? 
this 	structure fails to providetheir cooi>rcatives, in other cases 

-

adequate inmrntives for worker proluctivity or results in abandonment 

by more active members.
 

was adopted for the Phase I coopratives was perhapsThe structure which 
violence of the earlyrational and justifiable ami'Vst tle ch-os and 

reform. It involves, hvevcr, constraining features which inhibi.t 

the ccoperativw:; as efficient agribusinesses. St-Ite control
operation of 

with 	all of its ncative connotaitions,over 	the cooperatives is exceossive 
farmer initiaLve in adjusting to market conditions,inclu-1ing lack of 

need 	 to
bureaucratic interference with efforts to streaml.ne operation! , 

Obtain approval of GOS officials even for emergqo icy repAir part 
for

procu1.rement, etc. See the Policy Considerations Section of this paxi2r 

a discussion of these issues. 

-	 calused by the change in
The Phase III beneficiaries face other constraints 

from 	 the refori_,. 'rpadition:illy, many.
their agriculturial 	 status rc7ul.tiziCj 

employe.- shifting slash atvd burn technology, allavingof these farmers 
Wi th 	land owership, these

land to recover fertility by lying fallow. 

their prc]iictive bx'e if they continued to


prolucers risk-1 rapid loss of 
rely 	on such prior technolog ies. 

Except for titling, the assi,;tance required by Phase III farmers is less
 

urgent 1:han that recqired by Phse I o-));perati.ves, and efforts under the
 

amenaml:_ to this project wil l. focus mC.;- heavily on improving the policy 
some
t]he coopratives. 	 hkw)wevr,

environfnat and operating coirlitions of 
also be providd to improve the administration of

assist-ace will 
extension service assistoanc to Ph:.xse III, parti.cularly use of ma-ss media,
 

and to begin the consolidatLon of service cooperatives serving Phase III
 

mane 	efforts will Ix!directed at laying the groundwork
beneficiaries. 

reform and traditional
for agricultural follrw-on projects assisting bothi 

sectors, such as a 	 planned- V 88 agribuiness project which will
 

sector agricultural develorxnEit activities.
strengthen private 

http:streaml.ne
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The p:oposed twelve-month exteision of t-he 0265 pcoject is required to 

complete the complicated titling process and to begin to shift COES focus 

toward a long-term solution of reform sector probleuln. The under.ying 
strategy is to consolidate the successful and neair-s:ccessful 
cooperatives, lay the basis for restructuring the ulsuccessful 
cooy2xcatives, and help the agcrarian reform beneficiaries to more ful].y 
particii.te in the agricultural sector. ]:iilure to p.r"ovide for this 

the majority of the PIhase III reform beneficiariesextension woul.d leave 
without fina].ized titles and vianld drast:c;il.y reduce the provision of 

Diring the extended lifeessential support service-s to the reformiictor. 
of the project, provision of support services will either be 

overinstitutionalized in the private sector or shifted to financing from 
GOES resources. 

Resolution of the problems facing the SA]v:-v]ran ararian reform 
beneficiaries is not a short-term task. Dring the exteried life of this 

project, efforts will be directed towarrd the internal problems of the 
cooperatives, as purt of the effort to h-1p them overcome the initial 

reform. In the future, both the G3E3 and USAID/I.S willtraum-a of the 
broaden their attention to include non-r-ocm prolucerg, ost of %oaom are 

as p or as reform beneficiar:ies and confrm.wt simi1nr problems. Rf form 

will not be a] xone, bit tht justifiction for exclusivebeneficiaries 
Ilie that they face, after theattention has been weakened. prbl,'fA 

initial di;loc.tions of the rcform have ),en overcome&, are oom".n to all 
.small prcx]cers. Vnile some r2:fot cxY4, .eaives mny still be Suffering
 

to 1e pl' i on the period of intensive,
severe proh]ems, a limit needs 

subsidized efforts to resolve those probl.en,.
 

Develoymo.,it of the agrarian reform b.enefici ):;Aos after the PACD of the 
to improveproject: will.be sup)orted thrnurjh project.s d.signed th,

efficien-y of the entire aqricultural. secLor Wilid wi 11. imp] ic itly 

continue to promote the consolidation of the reform, including: 

develor --v:nt of management cat)x'ibilities in :,,forn and non-reformn 
copcr tives and agro-induist' i es, eipeu i of agr icul tur-al te Lnoloqy 

adaptal.io- and disseminition (hxth to reIcorm and non-r form sectors), an'.] 

imparoven,t of the efficiency of finaric:il mirkrets. 

1,p the 0265In order to implemeit this sttrc -y,;le of pcojoct will bw 
Pize oC t-he of. the reform anire.uced. T'e formi'l-fble t of con-ol :i,]ting 

the li i Le, resource; v-ii. lm]h.c neces.-:i Ii, the cli:iiu;tion of prOlct
 

sup.)Drt to activities not es!mntioa I-t :i 1 ving ubj-ctive. A]. o, by
 

reducing the number of i pl.l-tinq ilI. i IItions, b:lth the t") a~ll
 

to better foc.us on )vl.Ieirmn rosoluition. TneUSAID/];>; will be able 

princi.-:]i] activities to be carried out ,h0ring the eterid life of the
 

project are: CompleLion of titling, sue-)rt for coop-rative ,nn--ittment
 
train tranc;fer, promotion of
improvoment; and leader rlg,technn!h.?y 

support activities, :And policyaqricultural private enterprise studies anid 
dialogue to encourage redirection of future cooperative developmenit 

activit; es. 

http:adaptal.io
http:probl.en
http:confrm.wt
http:particii.te
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In addition to the discrete project activities, USAIO/ES will also 

a series of policy measurescontinue to support adoption by .he GOES. of 
will facilitate the necessary to implemnent this strategy. The:se policies 

of the reform, create incentivos for greaterlegal coDnsolidation 
production through return of coopacrative 	 profit to tbe m3mbers, allow 

their affairs, shift the Phase
cooperative members greater control over 

for GOESthe GOES, set a time limit
cooperatives awiy from depenIoncy on 

define the conditions under which a
subsidies to the coopcratives, airr 

cooperative will be restructured.
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II. Description of Project Amendment
 

A. Goal and Pu L]ose 

The original goal of the Agrarian Reform Support Project was to 
expand rural employment, raise inc.xys, and provide secure tenure 
rights for agrarian reform beneficiaries. 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 the agrarian reform program by acc.erating th 
land transfer pro'- s, improving the ability of the GOES to provide 
resources and services to reform beneficiaries while increasing the 
managerial capac4 cy of agrarian reform cooperatives, 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 grounid3work for a
 
broader agricultural effort in FY 88, the follaiing ptirpose statement 
will be adopted for the amended project: Cqn.]ete the consolidation 
of the agrarian reform process and create the ognditions ic::essary to 
integrate the agrarian reform beneficiaries into the bro-n.ler agrarian 
economy. 

This purpose will be attained throu'jh the follwaing actions: 

1. Substantially couplete the titling process during the extended 
LOP to solidify the ]egatl status of the beneficiaries. 

2. Link the successful Phase I agrarian reforin coo peratives 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 b. established1 and institutionalize. 

3. Promote adoption by the GOES of policies and legal framew.ork to 
assure elimination of public subsidies to insuccessful reform 
cooperatives after a reasonable period, permitting the restructuring 
of these entities.
 

4. Test alterrnative service delivery strategies for supporting 
Decree 207 beneficiaries and similar sr a.l far.'ers. 

5. Support private sector efforts to develop non-traditional export 
activities which iw-Ay b2 adopted by tLe reform beneficiaries. 
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B. Project Coponents 

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 ard III of the Salvadoran agrarian reform. The 

amendment to Project 0265 continnes this emphsis, recoqnizing the 
focused on activities toprogress made to date, with major suiqport 


complete the titling process.
 

Titling is a pre-requisite to consolidation of the reform and 
into the general agriculturalintegration of the reform sector 


economy. The emphasis on titling continues because:
 

a. 	 Secure titles legitimize current usufructory rights, 
irreversibly transferrin4 land and protecting beneficiaries 
against counterreforni. 

b. 	 Secure titles are necessary con:litions to o'iner investment in 

productive capital, maniqement and technolo jy. 

c. 	 Secure titles are iriexl:ricably lin ed to other consolidation 
issues such as beneficiary riqts and obligations, member 
"carrying capacities" on Phase I farms, inheritance, credit 

alternative tenure ra-els for the cooperatives, etc.worthiness, 

d. 	 Secure titles are a basis for the national develo[meont goals of 

economic groqth, social participation and political drocracy. 

Local currencies are *riyi 1xinq ,oroara,1e1 to provide funls for 
in Dlceinber ]985 I.1TfA was reorganized tocapensation, and 

concentrate its resouircos on ti:ling. These two actions make it 
reasonable to assume thit I,.A will essentially cyiptee titling 

of the Phnse I cooperative-s by the end of 19B6 in acc.-rd.ance 
with its 1985 Ation Plan. Any cyxp- ratives which are not 

titled by the end of 1 86 will be the responsibility of ISPA 

without pioject assistatnce. With the excep.ion of the computer 
and evaluate Phase I performance, ISTAcenter, neede to track 

will. receive no continued support under the proposed project 

extension. Its suppo)rt will com from the GO1SS contribution. 

FINATA's problems in titling stem from four nyjor 	sources:
 

the final month for submitting1. 	 FINATA Strategy - June, 1984 was 
implementingapplications under Decree 207, the Phase III 

In order to extend the benefits of the reform to
legislation. 




as many quwi.ified .persons as possible before the deadline, 
FINA1A concentrated its resources on accepting applications and 

completing the initial steps to titling, protecting the claims 

of applicants. This emphasis or :.[oaded the "Ifront end" of the 

system n-] :.stemtically ignored the final output, registered 

titles or at least ,.lefinitive tilr 2' which mn-Iet the criteria for 

aca pta,K>-:1:q the Lain. Registry LUit. 

2. 	 Land Reistry -- Since its inccpti.on, the agrarian reform has 
b en bur1cai] by El S:fl.v-dor's antiquated land registry system 

which requires 22 d;iys to register a single title, and parcels 
courld not be 	registered at all.which were rreviously rjnrtgaged 

This bur,.-a has fallen most heavil.y on FINATA which has about 

62,000 separate applic-ations which must eventu-].ly clear the 

Tand R-.egistry. 

is fe .-..with an enormous phyfical, task3. 	 Physical Task:; -- FINATA 
of locatinq, identifying and procre-,sinq parerwv.rk for about 

62,000 sn-i.l, dispersx&-] parcels ]_o 'tei in often inaccessible or 

hostile areas. Tie effort involve-I in this task, and the 

resource requirements for it, %-;eredifficult to imagine when the 
project was designed. 

4. 	 FINATA 1Manr-gemant -- FINATA' s i.nnqernent, initially stroMn and 

well 	focu-zK1, fell victim to internecine bic],-2ring an1 pDlitical 

favoritism which dilutiLn its oftectiveness. '"hseand personal 

problems were conyn.- t]I-:Y] to internally
by the n"0-1 reallocate 

resources and responsiilities ii-, I'TNAT shifte: emphasis from 

the initial to the miIIde/firtml t.tling steps. 

The project extension includes stronj suppprt for F (t4.0 
onmillion for FINYTA operations) given ]oress resolving the aiove 

reanl lcxi:itionproblems and fociusing FI APsV. efs ot; on titling. The 

of FINTPA resources toward cJ.letinl j,'finitiv' titles is .iug 

, and in February ]92{ th0.sfi sI tive A,;ssmbly i'l a newcompleted] 

Land Rcgi stry Ui',;, the "Folio , ual"	ii-.1.will dcce:ase tho time' 
A bill has ben pre sent<.cneeded to register definitive titls. 


all..." the rngistr2 Lan of ITYortrqaq d pZo -e, an 
 awhich will 

recent presidenti.:il annou;i.",'.:.2Tt in, that such registration
l] oller; 

Strong projectwill 	be initiated even ly!fore he lw i.; pussel. 
concerTI, tomonitoring will direct FIN'APh's attention from internal 

titles wich 
concern over t:he activity's cytpuYt, i.e., definitive 


adhere to the WPI criteria for regi.tration.
 

http:parerwv.rk
http:eventu-].ly
http:inccpti.on
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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. Services to the Phase I an,1 Phase III beneficiaries 

Presently the .haise T and Pase III bcreficiarior, are providnd techniical and 
financial support through the national Innking sYstem, the two government 
agrarian reform institutions (ISTA anl FINXPA), the Ministry of Agriculture, 
and a myriad of autoanious and semi-autonomous institutions and private 
entities. The goal of maintaining agricultural procluctivity levels has been 
largely achieved, and the focus is now being placed upon increasing 
productivity and obtaining a greater rationalization of resources through 
coordination of the ongoing efforts. Attaining these goils 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 vehicle:-4. See Annex C for a discussion of the
 

metho'lology of the technical assistance. 

(a) INFfI'PUTIO'1WL MDNSOLT1ATION' OF PTVV-C I ODOPS. Phase I cooperatives Which 
are at or near self-m naginment (a-tom-- iOry will be encouraged to contract 
with locail. private sector: firms otf<:-inJr technical assistance on a broad 
spectrum of ag,:.icultural an agribusi:-.s probleins. Recent experience by the 
BFA to initiate this program demonstral-tN that there are approximately 230 of 
these firms willing to provide needed s.'rvices to the coofYeratives. 

The wnethcy3ology linking the cooperatives with techlnical assistance finns is 
similar to A.I.D. 's technical assistinc- contracting procedures. TBie first 
step is to identify the ccop's needIs and present them in a reqjuest for 
proposals. The prqoosals are reviewe-.d by a team from the bank and the 
cooperative, an3 the best proposal is thn selected. The finn is contracted 
by the cooperative and the b-ink lendss ,no:ey to pay for the services. Fourteen 
coooeratives participatedu in the first round of bidciing, and six technical 
assistance finns %-;wre selected to provide services. Obviously some firms are 
serving more than one coop. Increased credit availability from A.I.D.'s 
comprlen.entary Agrarian Reform Financing Project (519-0307) will help some 
cooperatives to finance this assistance. 

In general, coo.-eratives are plagued by problems in management and 
administration and have difficulty in procuring productive resources (e.g., 
credit, inputs, tednology, etc.). In addition, they are burdened by an 
agrarian debt (obligation to pay for the laryl), which for many has yet to be 

(on Vaich interest hasquantified, and by other large financial obligations 
been accruing and has been capitalizel) since the first several years of the 

reform process. The financial position of these cooperatives varies
 

considerably, ai.k 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. Of these, 

however, it is unclear how many may be doing so while effectively 
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decapitalizing their fanns through a lack of maintenance and/or reinvestment.
 

The remaining cooperatives are in varying degrees of financial disarray and
 

institutional development, even those cooperatives that are meetig their
 

obligations. In sumnary, the establishmient of a link between the relatively
 
sector sources of technical
successful Phase I cooperatives and private 


assistance (both agronomic and imnagerial) is a goal. GOES technical.
 

assistance funded b1 USAID to cops should o.ncentrate on those o)peratives
 

balow the "A" level on the "auto-gestion" scale described below.
 

Ongoing government programs have been atteinpting to introduce professional
 

management systems into the Phase I coolyxratives since their inception, and a
 

majority of the cooperatives have shared m-nagrei2ent arrangements with
 

personnel assigned by the Salvadoran Institute for Arrarian Transtonvition
 

(ISTA). These co-managers ("co-qestores") weore assigned to ensure that
 
were notproduction levels were maintainei and that the resources provided 

misused or depleted by the cooperative member:s hip. In addition to their 
are also expecte to assistco-managemnent responsibilities, these personnel 


with all facets of their institutional. and business
the cooperatives 
invesunent plans, the

developmnent, including the preparation of prod]uction and 

purchase anl control of agricultural inputs and machinery, and the management 

of the day-to-day operations. As a result of recommendations reiched during 

the 1985 National Seminar on Agrarian Reform, Which unified pub-lic and private 
the 

sector policy guidance, this co-management .,stein will be j5ased-ont and 


cooperatives will.be permitted to operate ind]ependently, once they have
 

reached an as yet undefined level of self-m;uiagenent (auto-gestion) and
 

stability in internal organization.
 

activity was well-intentioned, maniy
Although this ISTA-sponsored co-rnnagement 
of the personnel assigne,1 to the cooperatives were at best semi-skilled. 

They 

received little training in the imnageinent of omplex agricultural 
by the cooperatives (who viewed

enterprises, their presence was often resenti-ed 

them as outsilers imposed on thon by the Govrnment), and their role has
 

diminished in many organizations.
 

In mid-1983, a second ISTA-sponsored manage!ment assistance effort 
was
 

introduced into the Phase I cooperatives. The En-terprise IYvelopment and
 

Program (PRODISA) l>ermitted the cxooperatives to hire
Administration 
designed1 to introduceprofessionil itmagers and accountants and was 

their econoiic and social
businesslike practices in the enterprises to ensutre 


development. 'The Uniforn Aiinistration Prxlramn (PAU) was designed to
 

backstop these personnel by introducing a mclcl, standardized accounting
 

system capable of generating the statistical and finincial informntion
 

necessary for the planning and control of the cvopxratives. The original goal 

of the PRODEA program was to place 200 m-nager,:s and 200 accountants within a 

like number oE Phase I ccxoperatives by the end of 1984. 

in 1985, total of managersISTA reports indicate that October, a 131 and 

accountants had partici.ated in the programs3, however 39 of the managers and 
initial placement. In early

16 accountants had resigned their positions since 
cooperatives participating in

1986, PERA completed an evaluation of 25 Phase I 

these programs and in general, the evaluation concludes that the PAU/PilDOEA
 

not had the impact expected. Specifica].ly, the evaluation
activities have 
conjludes that:
 

http:Specifica].ly
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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 kowledge of the farmers' operations;
 

There is a direct relationship hbtwcn the presence of the manager in a 

cooperative and the impleirmntation of the standarized accounting system 
system has resulted in better qculity statistical and financial(PAT). This 

information;
 

The number airy variety of social VNrnefits provided to cooperative members is
 

to thle presence of the rumaager, anddirectly related 

There is no apparent relationship 1-,tween the PRODVA7/PAU activities and such 

economic indicators as utilization of lan-, pcoluctivity, diversification 

and cre.lit use. 

A series of studies of the Phase I coop-ratives has identified the fact that the
 

oners, l.ut rather they continue to see
beneficiaries do not view 	 themselves as 

Their immeiate concern is to obtain permanentthemselves as laborers. 
many addqitional bcnefitsemploy,neit at the highest 	salar pYozs il.-le and with as 

oF these Phase I cooperatives do not as can be obtained. Presently members 
increases production andreceive income increases as a result of in 

profit-ability and it is only througfh increases in hours worked that they earn 

more. This is due to the 	pres:ent syst',m of obligatory retention of q.prating 

of retiring the agrarian debt and the lack of a profitsurpluses for the purpose 
sharing system.
 

The PE1R\ evaluation postulates that the problems encountered ]y, the manigement 

program are directly linked to coo.p,ative mmber mi'-understan-]ings of their 
the managersrol.e as co-owners of the enter-prise. In those cases where 

understand coop-erative op.era-tions an-1 attempt to cre:ite the controls necessary 

to increase profitlaility, they are resisted 1y the cooperative mebnlxers who 

desire salary increases and m.)re benefits. This resistance often results in 

either the manger's isolation and eveultual resignation, or in his acceptance of 

the ru-,gtive impact upon the profitabilitythe menbrship demnands, regardless of 

and prcyluctivity of the enterprise. Fin-illy, many of the manaqers assLcedl by 
skills nccssary to operate the cooperatives as 

ISTA si ply lack the mLanqgemenit 

businesses. The PERA evaluation reoinru~ds that a mechanism be created to
 

imbelfrys which are linked to 	increases in
provide incentives to the 	cooperative 
productivity and profitability.
 

to the high priority being placed upon a consolidation of the
In response 

agrarian reform by the governient, a series of actions have been taken to
 

resource use and to refocus the programs of the institutionsrationnalize 
resilt of this refocusi-g, the Ministry of Agjriculture (1.AG)

involved. As a 
assunt-s a major role in the consolidation effort. The Ministry has 

and has placed the responsibility for coordinating
decentralized its operations 

There are four
 
all field activities at the level of the new Regional Offices. 


of these Regional Offices 	in the country which 
will prepare integrated
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development plans for each of the cooperatives in their operatiotil zones; 
with CaTPA, CENCAP andcoordinate technical assistance and training programs 

tedinic .-l assistance from private organizationsFINATA; and obtain specialized 
the GOES has recently reorganizedwhere necessary. In a further refocusing, 

in order to intensify ISi2A's efforts upon the completion of the titling of
ISTA 

of management training,the Phase I cooperatives. 'Me ISTA supDort functions 

production planninci, monitoring and evbi.uati:on have been transferred to a 

recently created Rural D.!velopnent Directorate of the Ministry of Agriculture 

(MG). 'This Directorate will he sub-Iiv.v[IoJ into four units: Promotion & 
R iral Fhterprise Develo}pnent,Generation & Prouction,organization, LNployment 

and Rural Social Development. It will 1Y. charged with designing and 

cooperative developnent strategy which will
implementing a coherent and unified 

and increases in 
stress self-management, increased profitability of investment, 

production, productivity and crop diversification efforts within the 
the efforts of the semi-alutonomous a d

cooperatives. It will also coordinate 
autonomous public sector institutions involved.] in this consolidation effort. 

the Agrarian Reform
The Phase I consolidation efforts to be provided support by 

inclule:Support Project (519-0265) during the project extension 

anrl Assistance Priorities: In order to
(1) Classification of Coaeratives 

of Project re;ources, the Phase I coxopratives will 
ensure the most rational use 

to
be classified by the M4AG Inulti-e]isciplinary tea.ms according to the degree 

which they are soci:ally organized, con,;ol.idlt.d as cooperative business 

and capable of maaging their ryan affairs. An app,-opriateenterpr'ises, 
was design-A under an AID-financed contract with the

classification system 
Four classification levels will be

Cooperative League of the U.S.A. (CLUSA). 

used in this system:
 

I cooperative ha- a irn<naement system and team in place
Class I A Class 

coatrols (i.e., inventory,and is operating with all. necessary 
procurement, maintainanlee, accounting, etc.). It plans its own 

a ratioal utilization of resources,farming operations, possesses 
produces and m'arkets its prcxluction, is current in its financial 

either profitable or shows proniise of b'2c'.oiingobligations and1 is 
so in the near future. In addition, it has access to technical 

assistance which it utilizes appropriately; it holds regular 
elected demcratically;mebership meetings and its Directors are 

and, it conducts regular training pro-grams for the membership. 

manifests most of the indicators of a
Class II A Class II cooprative 

hc.ever it is weak or deficient in oneClass I organiization, or 

more of the folloing: m-anagelment systems and/or personnel, 

farm management ability, profitability, use of technical 
failure to meet obligations.assistance or financial 
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Class III A Class III oooperative is deficient in all of the indicators 
used to classify a Class II institution, and, it is not 

functioning in a denocratic nanner and no training is provided 
to the membership. 

Class IV A Class IV organization is deficient in all of the previously
 

mentioted areas, and it may h-ive been abandoned; it cannot 

secure credit; it lacks farm rrtwigement and production has 
fallen noticeably; and it has disintegrated socially. 

TIhe Agricultural D:?v.lo)nment Bnank 	 (BFA) and mrmy of the coimnercial banks 
for the purpose of determining creditutilize different ranking systems 

The rING ranking sysl:em goes beyond the creit management areaeligibility. 
and is designed to determine a coc.7perative's organizational status, farm 

operation, self-managment skills and logy]-tenn viability. 

The 14NG milti-disciplinary teams will utilize the ranking system to 

rationalize resource use as foll-ws:
 

-

Assistance to Class I organizations will b1 designed to accelerate their 

self-management and organizatioial gro'.'t and to lessen their dependence 

upon the government. The MAG teams will arrange for private sources of 
and will asstUne role of monitoringtechnical assistance and finaricing, 	 a 

and evaluating the consolidation of these cooperatives. 

The Class II and CLass III cooperatives will be distributed among the MAG 

teams and will be introd-uced into the PAU/PRODEAmulti-disciplinary 
management program.
 

Class IV organizations will assume a low priority fpr MAG assistance and 

little support wil.l be provided until a nucleus of Class II and Class III 

cooparatives have attained the degree nf self-management and 

organizational development that characterizes the Class I institutions. 
for restructuringThe GOES will be encourage- to ad]opt a formal policy 

Class IV cooperatives. The aoption of this classific;tion system will be 

a condition in the USAID/GOES Balance of Pa:yents Agreement. 

n1nagement(2) 	 Management Asstance and Traininq: The PAU/PRODEN 
with a new emphasis placed on peasantassistamnce progran w ll be refocuseI, 

monitoring of thisassociation p.articipation in the promotion, selection an' 
will be provided hands-on and classroomactivity. Nlnagers andl accountants 

ti'aining in leadership, accounting, administration, prcxluction planning, 

marketing, and farming operations. Efforts will be undertaken to provide them 

with a background an, an understanling oE the go7ils of the agrarian reform U-d 

the complexities of cooperative farming. In addition, the Board members of 

will be provided similar classroom training toparticipating cooperatives 
provide them with a basic understanding of their cooperatives and the relative 

Tiley will also be provided an
roles of management mid elected leaders. 

more Phase I organizations through aopportunity to visit other successful 
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cooperative interchange program. In addition, the Project will finance 
Honduras, 	 etc.) forseveral observation visits to other countrio-; (e.g., Peru, 

government personnel an- ccoperative leaders to permit them to obtain 

firsthand kn 0,ledge of the successes and failhures of other similar agrarian 

reform programs. 

trained using ," ny-ular, in-serviceManagers and accountarits will be 
methodology which will utilize short course.s,, case studic and seminars to 

courses will. bel conducted by a privatetransfer management skills. flies 
Salvadoran firm %qhidiwill have access to shor-t-term technical assistance for 

curriculma develoipnnnt and tho initial training exercises. Ib!lcl up in the 

field will be undertakte n by the multi-liscpliniry teams of the Ministry of 

Agriculture (1%MAG) the 7"ricul.tural t Bank (TIFA). Comp-me,.!ntaryand TY.-elo,. 

will also come through FP.AOPZA'S traii.hig activities.
support 

with at least
Although the ISTA co-managers will continue th.ir involvement 

they will 	wor"h under the policy guidcince of 
some of the Phase I cooDpratives, 

of MG and will be exp:.iJ to coordinate closely withthe Reqional Director 
A manager 	 airl training progrm similar tothe MkG multi-1i.sciplina-v teams. 

that prepiro for PRODEJ\ personnel will be iiul-rcx)lucd for the IST h co-malnagers 
and o'-ilnitment to the insltitutionailto improve their understaniding 


consolidation process. ance a cooperative ha" attmined the -;'ills ne,:ed for
 

ISTA co-m:-,micers shculd )c withdrawn.self-mnagenw:nt (auto-ql,1:, ion) , the 
A.I.D. 	 will proinate for the adoption of the ;,,fl:-r-;tniorl s'; .em and its
 

can leave the cxperatiVes, through

implicit plan to define when '-gestor-e dialcxp ia.policy dialoue and the ;-ncr;oecxnoiic 

the PRf)IVEA innaenent(3) MAG Multi-discip.lnary T_.. n: In t.lhe field,
the multi-i pcIi i irypersonnelfv-7{ receive technical b-a stoppinc fro: 


are groups of

that have 	ben created by the I4V". Thle r-1G teims formal 

who w.narrmnI. & admini';tration, sociil.
teams 
3-5 individuals possess skills in 

farm planning, and aqricultual p: fiction an] diversification.prolrt ion, 
of these t-ecmw; to iy1 atttcl',. o the four MAG

The Ministry has form.d 1.5-20 	 ' r 
offic-. Each team will l. :1:;Fsicjne a 'Ix2cific hube0 of

regional 
their s :'"ss in obta inir increases inl 	 b\cooperatives ,nd wi.].i evaluated 

,v.lAoP;T 2nt o the
agriculttural pco:]uctivity and in frtherinq thi, economic 

will be fji vinci- by the Project ani
cooperatives. 'echnic;l ucisistaince 

infor-ation on
provided to the 14'1G multi-'lisciplin,,.ry teams. For iaLre 


a,-sistannc and the ietholo] ' to be

multi-disciplinary team technical 

utilized pleasee Annex C.
 

,t.AsISN1C: Thle experie'nc- accti!nnlate-] during the brief years
(b) AGR4 

indicators for improvements in technology
of the Project hts provided valuable 
generation anld dissemination to aqrarin reform beneficiaries. Needs are nDj 

ho:ve been tried, and different more clearly defined, methoo.cxgies 
the private and public sectors have demnnstrated their

institutions from Txth 
in coverage and duplicationstrengths and weaknesses in the field. 	 Overl.,p 

a on need rationalize and
of efforts have also contributed to consen!;ii the to 

to the refcrm sector.reorient agrouicnic technical assistance 

http:multi-'lisciplin,,.ry
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%ith few exceptions, adequate 
and appropriate agricultural 

technology required
 

by beneficiaries at this juncture of 
the agrarian reform exists in the 

mot commcMly related to 
true in theiccase of Phase III farmers, whose particularlycycoutry. ThnefiiaresLisis aticusthe 

mos life andlyrelated tO 
technology requirements are relatively basic, 
establishing a farmstead, producing the 

essentials for life and a marketable 

Phase I cooperative farms present a ve'y
 surplus for traditional marketS. 


different dilemma for 
tednical assistance.
 

t o n omic assistance 
vary widely in thieir g l 

The Pha'e I organizations 
levels and content of techniCl orientation-

Frming
 
requirements both in 

to be concentrated in managers, directors
 
nature tenddecisions of a technical 

The specialists in 
frequently dictated by credit authoritics or forrole or farmers and are and cotton. 

crops of coffee, sugar cane 
less clear in this

the colmercial assistance is 
programs

traditional public programs of technical 
fact that several public and 

thecoamlicated by the
situation and further contractual arrangen:-its with 

private institutions have voluntary ar"I 
visited by

for providing tednical assistanco. Currently, the extension 
cooperatives that 30%' of the Phase I cooperatives are 

of CEI1'A estimatesservice 

the teclthical 
specialized capability,or the areaslies in

terms of comparative advantage I c operatives 
forIn Phase 

support bes.t provided by CTA to the 
and as a sourcei:su(!3on technicalbackstoppingof consultation, includle:Fxamplesspecialized inpits. 

soil analysis and fertilization recmrEiln:1ations;-
reco.,mendationsand pe.'SticideentoiflolcYY -sticide residuals,- Pathology, peincluding nutrients, 

Feed anI food analysis,- etc.
conteoit,
mineral seed prc-uct-ion and certification,

Genetic materials, incluring-

nursery materials and testirLi; and,
farming systems. 

- Resea:ch in diversified crops and 

that they offer excellent 
are someha,]t uni'que in 

III beneficiaries led prcqram -' of technol0ogy tralqf.er. givenPhase g 1[1ey hlave benlcl Ofor well]-desi - ,. .e live.. an, farm in 
opportunities r n fic ia '"r~ of the 300,000o-pproximatYone-half givenand no timted. nhyzire anxi us to 
proximity. qllheir need, ...similar

7e3 OC0,1omic rthmli3 and 
ca as largelya positive p:Zychl 

even thouIh they ae Poor. and 
S of 

establish prcuctive pursuits 
an ;t-.tractL-.LVe opportunity for the 

situation offers ination.
illiterate. Tnis 

in -. wlivery sy-stfA for te.c-l T/ d 

mass media techniques 

a respo:Ie fron the extension departoent of 
conditions also call for al progrdns itThese from PhVIVe I ;nd the traditio shiftedcont-entCENRVA which differs in assistance should be 

teChflniclTh"e content of 
to date.has operated 

to the following priorities:
 

http:tralqf.er
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1) Labor intensive farm improvements including: soil and water 

reclamation, and soil improvement technologies. Establishmentconservation, 
of tree crops for home consumption of fruits and fuel. Basic shelter and farm 

livestock pens, latrines, ovens and wells;buildings such as grain bins, 

2) Basic grains production improvement, concentrating on the use of 

improved varieties, pest, control and fertilization;proven 

3) Assistance in farm planning, resource utilization, risk management 

and orientation to market opportunities; 

4) Home improvements directed at women an1 routh particularly, including 

simple technologies of livestock production for consumption, tooi 
garlening and family nutrition;preservation, household enterprises, 

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

groupings for cre(dit, supply and marketing activities, and corn, tity services. 

No major modifications of the techmical capability in CENTA are envisioneJ in 
III beneficiaries'this Project Ameniment. Hba4,ver, in order to attend Phase 

needs, considerable modification in technology disseiination and delivery 

systems is called1 for. Althoigh efforts have begun in CIXPA to expand and 

improve its calmbility in the areas of written materials, graphics and oral 
o-mm nicaL-ions develop;nent is neededmeia, an accelerated progrzim of moern 


to inccease the coverage and cost effectiveness oi the Salvailnran extension
 

system. Emliasis will be given to the expanded use of radio in a coordin-ated
 
rmanner similar to techniques proven
fashion with field extension in a 


effective in rural develalY.Tent in Central &i : rica.
 

Through improved organization and linkaiges of MAG agencies, particularly the 
access byregionalization of the Ministry, measures will be taken to impro)ve 


Phase I cooperatives to this techinical rer.ource. Through the regional
 

authority structure and the presrence of inteqrated 14\G offices and services,
 
to take advantage of the technicalcooperatives will be in a better position 

the COYS to L-.tter ju.lge opLxortunities for comlementaryresources of and or 

sourcos.substitution by private 

initial phase of imp].erinnt--tion of a modified system of technicalThfe 
and priorities of tho MAG

assistance will inche an intensive review of plans 

by project staff. Items of critical concern will be: 

- IFuployment of extension staff, inclu.3ing location of agencies ard 

client group coverage; 

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

- Metholology for dissemination of information; 
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Or.aniztional and authority structure (including adaptation to
 

regional system); and
 

- Measures for supervision, control and deteriination of results. 

(c) CREDIT DELIVERY SYSTEMS: US.ID/E"S 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 exporience to date is mentioned here due to the 

direct link between crewiit and the institutional development effort being 

financed by the Agrarian Reform Support Project (519-0265). 

There are six prineipal types of formal mwirket credit institutions operating 

in rural areas of El Salvador: (1) the Acricultural. Development B.nk (BFA), 

(2) nine mixed-owner.a;hip commercial banks, (3) the Mortgage Balnk, (4) the 

Federation of Credit Unions (vEDD2;\CIS) nd its affiliatd cre-dit unions, (5) 
the J'erntion of ]iral Credit Finris (FL .CYDI'f ), and (6) the Ntional 
Coffee lnrtitute (!.AFE). The F3FA is tli )m:!t inuiirtrint lender to the 

agrioltural sector, ho.,-ver since March, 19S0, when the nation's ce)mmercial 
banks and savings and loan institutions were nationalizeA, these ]banks have 

assumed nn increasiiuq role in the provsi.3ion of agricuItural lenling. 'Ibis was 
accomplislhed by assigying the o..:>rativea to the comuTercial banks, the 
Mortqage Bank, INCAI-%, and the Agrcultur al D velop~nent 11ank (BFA). E ich 

with respectinstitution was ex-ectd to t,Drk with the assigned coopratives 
to pro-uction credit:. 

within a smallerOver time, cooperative financing ins tended to concentrate 
number of institutins and the number of oaopratives served has also 

There bas been a tendlency for both the 13FA and the coiwnrcial banksdeclinel. 
to increase the relative imortanee of this financing within their Pi)rtfolio3 

and they have both tendled to fin-tnce an increasing number of coope)raltives. 
However, i'.bile the Mrtgage Baink lh:s remaine active, it has decreased the 

numitber of cooperative7, served, nIni INCAFT ani FF.DF !T;:)TTOhave virtually 
elimini:-ed their prticipation in oooparat)\, financiig activities. This 
reduction is due to the location of cvo!>wratives in zones of conflict; 
abandonnerft of some orqani zatio:) s by )mmt-irs; outstan-]ihg delinquent accounts, 
which reduces eligibility for new loans; an], to the fact that soM2 
cooperatives are not sufficiently organizd, to be coanidered as subjects of 
credit.
 

Currently, the BFA is financing 141. [nase I cooperatives and nuznerous Phase 
len'ling, solidarityIII bmeficiaries through a conhination of individual 

groups, and 107 small, service cooqxpratives. The coinnercial ba.nk.s are 
financing approximately L28 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
 

This program will focus on those cooperatives which are
 Phase I cooperatives. 

It will link these
closest to financial solvency (Class II and 1ii). 


sector technical ssistance firms and provide
cooperatives to private 

financing for the contracting of this technical support. The ank 
subsidized 

cooperatives in idontifying investment
persoinel will assist these 

Hbwever, once financing hasassistance source,.opportunities and technical 
their role will bY reduced toassistance arrange.,],been providedJ and teclhnical 

private technical assistance will 
monitoring and supervision. The contracted, 

organizations.
provide operational support to these relativeLy solvent Phase I 

bamnks are assisted in their agra-rian reform len ing through a 
The commercial 

Bank ( R) which is also financedReserveCredit Agent program of the Central 
Reform Credit Project (519-0263). Thfe current program

under the Agrarian 
a small coordinating unit in the DCR and approximately 

20 credit
 
includes 

to the commercial banks proportion,-lly to the 
agents who have been assigned 

'Iicseagents provide financial 
ntm)er of cooperatives financed by each. 
management quidance to coperatives nd conduct follow-up visits after loans 

are granted. They have facilitated an incrfeas;'e in the resources provided by 

to the Phase I cooperativ-s, increasing opportunities for 
the comm-rci:;l banks 
greater employment, incomo generation and proEitability.
 

Support Project (519-0265) will 
The present extension of the Agrarian Reform 

theprocess and will strengthen
promote a consolidation of the agrarian refor-m 

int of the farm cooperatives
credit delivery systems by improving the nvinagqr 

that serv2' the small farmers and 
and by strengthening the institutions 

cooperative lark holders benefited by the refom.
 

3. Paribusiness Supowrt Services:
 

the creation of a Rural Enterprise
The original project paper conteml]ated3 

the Ministry of Agriculture. The purfpose of 
Dav.lopment Office (ODER) within 
the office was to promote and facilitate private sector invstment which
 

assisted agrarian refonc beneficiaries. ODER was to
 
directly or indirectly 

sector which control1k 
serve as an interface between the agrarian refocjm 

and ]alxyr and the private agricultural sectorlandconsiderable agricultural 
and applied technology.

which enjoyed a comrpvrative advantage in management 
for


identify mutul.lly benefici',], projects, ainister a fund 
The office was to 

studies and promote joint entinrprises.pre-feasibility 


ti'it office within MNG was
 
Mostly due to GOES del-iys, the creation of 

until mid-198 5 ; and since its creation the office of ODER has been 
postponed a and yet
subsmed within the rural develop:nent director1ate (DDR), new, as 

investment
moreincorporate much than merely 
unproven, MAG entity which will 

the ODER office will develop the 
promotion inuo its activities. Within DDR, 


skills and he].p prepare them for a level of
 
cooperatives' basic business 

functions as originally
from the GOES. The -oncept of ODER'sindependence 

has been moved to the private sector as described] 
below.
 

envisioned 
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The original functions of ODER, modified somewhat to meet growing public and
 

private sector agri-business development needs, were vested in the Diversified
 
for Economic andAgriculture Program (DIVAGRD) of the Salvadoran Foundation 

a private sector, non-profit organization active
Social Develop.7ient (JSADES), 

The idea of a pub].ic sector institution
in several development projects. 

(ODER) trying to promote dvelolytent w;is thus exclhanged for the idea of a 

private sector entity (DIVAGIO) pron:)tin devei:ol-nent. DIVNGRO would have 

some activities specifically focused on the agrarian reform beneficiaries, and
 

none of its activities would exclude them.
 

The goal of FNSDES's DIVAGRO program is to increase rural eimgloynent and 
export earnings by strengthening the agric-.tural sector's efforts to d:?velop, 

through mcre efficient resource use, diversified agricultural export crops and 

import substitution. 

In March, 1985, before project funding was avail.ible (DIVIVNR received
 

non-project funding throg:jh FJSDFS), DIV/\GRO b-.gaV) oxerations, contracting 
a
 

Program Manager and a Secretary, an ]e.',-nitive Co,irnission was namead in June.
 
ie
In August, whe-n project funds (program e., at tl M for two yeirs) b caw 


available, DIVAGRO hired a Program Seci:etary and a Technical Assistance
 

Manager to proicote diversification.
 

DIVAGMIO ACHIIINIYNENTS IN 1985
 

In a-dition to organizing itself and y.coming an operational unit within
 

FUS DES, DIVAGRO has ma]de substantive pcogramltic achievements:
 

-- Before project fundsa) Ex,-ort DSveiopment/Im22rt qubstitution Stu y 


became available, DIVAGRO contracted :V iacion
Chile to conduct an analysis of 

five export crops with immediate foriqn exchrigo earning potential and 
five 

crops which if produced] locally wotld substitulhe for 80% of current fruit and 

This study was the original DIVAGRIC diagnosis and servedvegetable imports. 

to spawn other activities.
 

from project 0265 and other support
b) Association Formed -- With suport 

through tJS-MLS, DIVAGRO forne'] 	an A7;ociation for P:omoting Non-Traditional
 

.SPENP, using infornation developed in
Agricultural Expxorts (Asrr[r). 

DIVAGRO's export development/import subs titution study, began organizing and
 

promc)ting export activities. Through -atechnical £~ssistance contract with
 
now provides subsidized
 Fundaci6n Chile, signed and Tianaged by DIVAGRO, ASL1:4T 

xasis, to members prcxlucing
technical assistance, on a per acre cost sharin 


melons for export to the United States.
 

The technical assistance arrived in October, 1985 about a month 
later than
 

ootimal for fall planting, but it wis made inediately available to producers
 

prepared to utilize it. Over 1,100 acres of melons were seed
ed under the
 

120,000 boxes of melons and
 program and between January and.March 1.986, 

These produced 65,000 person
7,000,000 pounds of watermelons were shippe]. 


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
 

However,

received direct technical assistance durinq the first year. 

beneficiaries are receiving indirect assistance because: 
(1)beneficiaries are 

employed for field work by participatin-1 private farmers, 
(2) some fields 

or adjacent to reform 
receiving technical assistance 	are rented from 

being copied by beneficiaries, and (3) the 
cooperatives and the advice is 

private sector has important "spillover"
creation of marketing channels 	by the 

I a strategy
benefits for reform producers. DIVAGRO executives have develop 

to involve the cooperatives in the 1986 season and have met with GOES 

technicianis to select specific 	cooperatives for sponsored 
assistance.
 

four local counterparts to the 	Fundaci6n Chile technical
ASPENI' has hired 
assistance agents, thus developing local calbilities 

and assuring
 

technological continuity.
 

For the ten crops identified in the original export
c) Technical Studies -- for additionaldevelopment/import su)stitution diagnosis, DIVr3.RO contracted 

and econo.ic
 

studies on: (A) harvest and post-harvest handling, (B) technical 
atnd export marketing. These 

considerations of processing and (C) domestic 

studies were or will be completed by April, 1986. 

foreign enterprise
d) Feasibility Studies -- FUSADE'S assists local and 

development by subsidizing feasibility studies 
for particular projects within 

the purview of export development and import substitution. Among the studies 

1985 have been: (A) a marketing study on production and sale 
conducted during 

a study to determine the technical feasibility(B)of starch imade from Yucca, 
for annual 30 Million imports 	of Soybean

of Soybean production to substitute 
a U.S. dairy to determine the 

(C) a joint study for local cattlemen andmeal, 	 aregional enbryo transplant facility, and (D)
econc.nic feasibility of a 
shrimp culture feasibility analysis.
 

DIVAGRO also offers limited financial support 
for
 

e) Technical Pssistance --
which need short term technical assistance. Vo 

development projects 
projects, one for a.local diversified agriculture 

firm gaining s-les
 

one shrimp culture, received technical
the local market Lnd forexperience in 

through DIVAGRO during 1985.assistance 

for private sector, export
f) Other -- DIVAGIO has served as the focal point 

Tie office has received numerousactivities.development/import substitutlon 	 Salvador andtours, attended i tings (in El 
visitors and inquiries. Provided 

and produced publications promoting Salvadoran 
abroad), sponsored conferences 


diversified agriculture.
 

.987 GOAL5DIVAGRO'S 1986 AND 

until the PACD for this project component
DIVAGRO's principail goals from now 


(July 31, 1988) are:
 

http:econo.ic
http:DIVr3.RO
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a) Consolidation of DIVAGRO and building the capacity to serve the reform 
beneficiaries--during 1986 DIVAGRO will consolidate and strengthen its own 

capacity to serve export agriculture and the reform by contracting a 

technician to develop informational publications, compile an exlprt 
information data bank and make an inventory of agrarian reform resources.
 

This DIVAGRO technician will ectablish a data bank containing, among other 

things, an inventory of Phase I cooperative resources. 1his inventory will be
 

available to investors who neF-ed prcductive resources (land, labor) to marry 

with capital, technology and m-naqement. Selected cooperatives will be 
the ASPEN T techiical assistance program. Cooperativessponsored by DIVAGRO in 

will be chosen as sites for DIVAGRO demon-tration plots and variety trials, 

both planned activities for 1986 and 1987, and beneficiaries will be target 
forthcoming publications, etc.audiences of field days, seminars, 

b) Information Dissemination -- DIVAGRO plans two major activities related to 
seminars pulIiclythe dissemination of information. One is a series of 

export develojpent/importpresenting the results of the original DIVxGPRO 
well as the subseqtient harvest, post-harvest, processingsubstitution study as 

and marketing studies. Thiese 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 technmical bulletin which 

will cover "lessons learned" from the experiences of the tednical assistance 

agents and include articles on export markets, reform sector resource 

inventories, proluction opportunities, etc. Much of the information for the 

from the data bank to be established in activity "a"bulletin will be gleaned 
above. 

c) Technical Assistance and Feasibilitv Stuties -- DIVAGRO will continue to 

provide technical assistance to melon gre.xers an--d expand the technical 

assistance service to include prcx1ucers off cucurbits and other fruits and 

vegetables as well, both throtigh A) [n' and possibly directly through 

contracts with private providers. on an anunl Ibxsis through 1988., DIVAGRO 

will prog3ram technical assistanoe to prolucers of cucurbits for export during 
for local constuption from Mrty-August,January-April, fruits and vegetables 

fruits and vegetables for export from Septeinber-Dlo:ember. This calendarand 
of activities will keep the technicians utilized year-round.
 

DIVAGRO, working independently and in conjunction with the Water Management 

Project (tb. 0303), will promote the establishment of processing plants for 

agricultural export or import substitution. In order to prowote plant 
to subsidize feasibility studiesinvestment, DIVAGRO will maintain its fund 


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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- FUS DES will fund a development diagnosis along the
d) Diversification 
lines of its initial export developnent/imiport substitution study, but the new 

diagnosis will expand study into the areas of: (A) spices, herbs 
and 

colorings, (B) flowers, (C) ornameitals, and (D) plants for industrial uses. 

The study will identify short and long run opporLunities to 
produe, process 

and market crops within these categories.
 

e) Aciaculture -- There is graiing interest and private sector activity in 
of the reform 	cooporatives hnve (or

aquaculture within El Salvador and many 
physical facilities. however, much of the 

plan to construct) the necessary 
confusion over which

developmnent energy is being diverted by disputes and 
the Salvadoran context. DIVAGRO will fund

technologies are appropriate within 

a 
development diagnosis concentrated on the appropriate technology 

question. 

It re-iAins true that the best %yivto
f) Demonstrations and Variety_Tiils --


transfer technology is through deninstration, a point reinforced by the 1985
 

in giving technical assistance to melon gravers. Toard this end,

experience 

75% of production, post
DIVAGRO will establish a rotating fund to cover 

and transrort 	costs for selected agriculturalists who
harvest management 

in several sni].l ventures using new technologie,. 'he purpose of
participate 

to permit norm.lly con;ervative agriculturalists involved in
the fund is 

new
production, processing ant/or traiporLtation to experiment with 

already precarious livelihoods.technologies without risking their 

Variety trials aimed at identifyinq existing crop varieties 
suitable for
 

El Salvador will be initiated by DIVAGRO in conju-ction 
with


production in 
cooperating farmers in developing both the demonstration ventures 

and the
 

variety trials.
 

of FUhJADF7Y's PRIDeIT, office 
g) Export M-rketing .ipport -- Utilizing resources 
(Export development), DIVAGRO will exp-ind its activities to include export 

This support will include locating qualified U.S.marketing suppoxrt. 

companies ardl personnel. to c-nduct studies, etc., locating and developing
 

or ship!>.d under DIVAGRO sponsoredmarkets for products grown, proces';-d 

program and providing market informaition thLroujh the export market data -ank 

and information system. 

This activity 	would provide funding and logistical
h) Training D'und --
support to agriculturalists involved in export/import substitution pro.luction,
 

This would include participation in fairs,
processing and/or transj.Y)xtation. 

conferences, training seninars and demonstrations emphasizing technologies for
 

export development/impor't sd)stitution. 

Qulity control is consistently identified as the key
i) Quality Control --

Under this activity,
to successful 	 export marketing of agricultural products. 

contract for technical assistance to develop a proposal for
DIVAGRO would 
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.
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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. Planning and Evaluation
 

There are two entities which have performed critical roles in the planning 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 Plunning (OSPA). PERA has conducted in-depth 
analyses of such issues as the agrarian debt, cabida (inenber 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 
which compile statistical reports from all of the participating agencies and 

provides insiqhts into the implications of the data. Finally, PERA prepares
 

policy papers for submission to the GOES policy bxoard for the agrarian reform, 
CARA, on critical issues affectim] the reform. PERA's performance has been 

exceptionally good. Its reports are thorough, objective and concisely 
presented. PERA technicians have demonstrate] 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
 

Wgashington.
 

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 ir.licatiois for Phases I and III
 

cooperatives of cooperative develop'nnt experiences in Peru'and Honduras; and
 

definition of GOES audit re.ponsibilities for agrarian reform cooperatives etc.
 

The second plaruing entity which has played an important role in the Project
 

is the MAG's office of Agricultural Sectoral Planning itself. OSA is 
responsible for developing sector-wide policies which 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 by the extension of the 0265
 

project, no additional support is anticipated for OSPA with loan resources,
 

Local currencies nvay still be made available through SfETE, however, subject
 

to future GOES and USAID/ES review. Of particular interest is continued OSPA
 

support for participant training cnd 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
 
1hese Centers are the principal source of
centers for OSPA, FINATA and ISTA. 
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statistical information on the status and progress of the reform and as such
 

the Centers have performA 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 

OOOPMOY is responsible for coordinating all budgeting and disbursement
 
Althoagh the reduction of activities and
procedures for the Project. 


implementing institutions will simplify somewhat OCOPROY's task, its services
 

are still essential.
 



III. Implementation Arrangements 

A. GOES Implementing Institutions
 

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

The role of the tIG in overall project coordination was 
formalized after initial imlementation had been delayed by 
several GOES institutions. The Ministry has perforen a very 
positive role due to M'IG leadership and the Minister's political 
strength. For example, 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.
 

OCOPROY 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 executing the Enterprise Development and 
Administration Project (PRODEA) and the Uniform Administration 
Program (PAJ), as well as the ING multi-disciplinary support 
teams. ODER was created on October 9, 19B5, and assumed3 
responsibility for PRODEA and PAU when these were transferred to 
MAG during the reorganization of ISFA. Implementation of PRODEA 
and PAU was delayed due to the institutional weakness of ISTA, 
and while the transfer of functions to MNG is still not 
complete, the Ministry has shown considerable support for these 
activities and has bagun 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 any 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 

To date a series of documentsevaluating the agrarian reform. 

have been produced by this unit which have been useful in
 

orienting the reform and confronting policy issues. In addition
 
to PERA, minor fui~ing may be provided to the Office of
 
Agricultural Sector Plarn:ing to support coordination of
 

Support will
participant training activities within the sector. 

also be provided prinarily with local cirrency resources to 

support OSPA and Rural Development Directorate efforts to assist 

rural social development by encouraging other GOES agencies 
(health, education, housing) to focus on assisting agrarian
 

reform beneficiaries.
 

2. 	National Finance Office for Phase III Agrarian Reform Lands 

(FINAA): As described previously, FINATA is responsible for 
under Decree 207 of the agrarian'a77dju'cating all land acquired 


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 suport 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 responsibilities. Rased on these measures the 

Mission is confident that FINATA can complete its tasks by the 

PACD of the amended projecc. The GOES must clearly and formally 
a top
state that comoletion of FINATA titling by 12/31/87 is 


priority. Somen minor support will also be provided through
 

FINATA to the national land registry, to assure prompt registry
 

of FINATA titles.
 

3. 	 Salvadoran Aqrarian Transiormation Institute (ISTA): The role
 

of I,9I' in the amended project wiLl be greatly reduced since the 

key project activity related to ISTk, titling of Phase I
 
completed by L.cember, ]9006. Thecooperatives, is to be 

rem-iining support for ISPA, -as described above, will be 

continued assistance for its Computer Center. 

4. 	 National Center for Aqricultural Technoloqy(CE.NTA): Support 
-or CiI'A with project-- , the revis&?oject, asi's uner 

to the provision of technicaldescribed above, will. be limited 
assistance for the improvement of extension planning and 

of mass iedia. It is anticipatedexecution, including the use 
that local cirrency resources will x! provided to C1~NPA after 

PACI) for a transition period in order to phase the support of
 

this essential government service over to GOES financing.
 

5. 	 Salvadoran Dvelopment Foundration (FUSN)ES): 'Me Agricultural 
of-FUSADES bgan operationsDiversification Commission (DlVAG R) 


during 1985 to promote diversification of Salvadoran
 

agricultural exports and to support domestic production of
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principal agricultural imports. Although DIVAGRO':i activities 

are too new to allow an in-depth evaluation, the n,.cessary 
to achieve objectives and initialstructure has been developed 

activities are very promising. Cntinued support to DIVAGRO is 

needed under the Project 0265 extension in order co exlpend this 
to aprivate sector intensive component which will br. a bridge 

future agribusiness project. 

6. Center for Amricultural Training.(Ot CAP)* No additional 
are budgeied during the extension to supportProject funils 

soCENCAP, althI)ugh local currency support will be provided that 

to provide hasic training to beneficiariesCFNCAI? can continue 
obligations ofof the reform in such areas as 	rights and 

cooperative membership.
 

of CENCAP,7. 	 National School of Agricuture (ENA): As in the case 
under the extension to support INA. no resources are bulgeted 

Local currency resources may be made available through S1hTEFE
 
training of agronomists to workfor ENA, however, to support ENA 

in the agrarian reform. 

B. USATD/EM Implementation Responsibilities 

Implaientation responsibility for Project 0265 has been assigned 
to
 

services from otherthe Office Rural Development (RDI) with support 
PJ) has assiqed overall responsibility for

USAID/ES staff offices. 
Office Chief, while responsibilityproject management to the DrVpity 

two otherfor specific project componits has been divided between 
p.rso al services contractorUSDH e-mployees with support from one US 

and 1.2 FNtfH and local personal service contractors. Except for a 

reduction in the number of contractors, no significant molification 

of implementation responsibilities is anticipated during the project 

extension.
 

Technical assistance under the 	0265 project was provided primarily
 
with Servicios T'ecnicos del

through an institutional contr.tct 
of the projectCaribe. Ttchuical assistance during the remainder 

manner and by personal services contracts.will be provided in this 
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C. ammary of the Key Project Events 

Event 

Project Amendment authorized 
Froject Agreement Amendment signed 
Multidisciplinary teems 
Initiate Fi.eld Work 
Long-Term Technical Assistance extended 

RDD (l person)
 
CEWTA (1 person)
 
PERA (.1- person)
 
RPRIH (1 person)
 

New Long-Term Technical Assistance for 

DIVAGRO contracted (iperson) 
DIVAGRO Seminars begin 
Computer installed at ISIA/MAG 
Radio Progran for Phase III begins 

ISTA completes titling of
 
Phase I coops 

Project Toan resources terminate to
 
EA, CENCAP, CFNTA, ISTA 
FINATA completes Phase III titling 
Project Evaluation 

Date 

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

Ongoing 
June 30, 1996 

September 30, 1985 
September 30, 1986 
November 30, 1986 
September 30, 1986
 

December 31, 1986
 

December 31, 1986 
December 31, 1987 
Janu-y, 1988 
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IV. Financial
IFINANCIAL 

ENTrITY 

FINATA 

SummarY 

A VT.____----

COrations 

PlAN 
519-0265 PP 
7:s '000's) 

GRANT 

--

EC LoAN (all LC) 

4,000 

600 

Land Registry operations
Technical Assistance 

Riral Dev.1,0 
Directorate Muti-DisciplinarY Te19s 

TA to cooperatives 

(boperative training 

510 
200 

510 
100 100 

ODER 

CENTA 

PRODEA/PAU operations 

Iq. Extensioli T.A. 390 
540 

390 
540 

1,100 

PERA long-Term TA 
Short-Term TA 
cQera tions 

50 50 
300 

35 

OSPA 

OCOPRIY 

Operations 

Operations 

135 

135 

ISTA/MAG Comipter centers
Operations 

(TA) 150 150 

DIVAGM1 TA, Training and 
operations 

2,837 2,403 434 

EVALUATICN, AND 
AID AU 

TIOTAL 

Evaluation/AID AjLIN 220 

5,057======= 

220 

,4N. 
4,523======= 5 

-

8,500 
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GOES Contribution
 
(PL-480)"

(¢ 000's 

1986 1987
Institution 


6,500.0 6,000.0
FINATA 

0.0 0.0
IC N 
0.0 0.0
RPtII 
0.0 0.0
D CD 

5,450.7 3,000.0
ISTA 

4,139.5 4,000.0
CNIA 

4,690.2 4,000.0
CENCA 


530.4 0.0 
586.4 0.0OSPA-Director's Office 

406.0 50.0
OCOPROY 
904.6 900.0
PERA 

342.3 300.0
CENTIM DE CaMLIO 
0.0 0.0
OSPA-CAPACITACI N 

61.5 2,000.0
ODER/EGDR 


023,611.6 20,250.0
TOTAL 


Total in Ibllars (ki.004 5) 4,722.0 4,050
 

Project Di.sbursement Schedule 

TOTALFY 86 * FY 87Funding M4xoe 


Grant:
 
1,311
DIVAGRO 1,526 2,837
 

160
160 

710
 

RPR4H 

500 210 


CEA 

RDD 


264 126 390
 
590
400 190
PERA 

1.50ISTA/MAG 150 


220 220
EVALLIATION & AIIN. 

TOTAL 3,000 2,057 5,057
 

Loan:
 
4,000 4,nO0
FINATA 


600 600
Larml Registry 
1,900 1,900Rural Dev. Directorate 

1,100 1,100
ODER 


300 300
PERA 

135 135
0PPOYOP 
430 430
ISTA/MAG 

35 35
OSPA 


8,500 8,500
'IOTAL 


• The FY S6 obligation is 3.0 million gratit. All remainin g funds will be 

obligated in FY 87. 
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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 dialcque between USAID/ES and the GOES and 
brought the agrarian reform much closer to its final consolidation. 

The various terms of the restructuring are the proliuct of several USAID-fund#d 
studies conducted over the p-Lst two year-.. T7he final package was put together 
by an intrr-ministerial working group which included the MLinistry of 
Agriculture, Ministry of Planriin, Central Reserve Bank, ISTA, FIRATA and the 
Agriculture Developnant Bank. 

The restrncturing to(-k the folloeing forn: 

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

B) Amortization of the coope-ratives debt was extended to a maximuim of fifty 
years depending on the financial situation and production pote itial of the 
coo pratives. Previously, 25 years was the maximun. 

C) The grace period was extended to a m-iximum of five years from assignation 
of title depending on the financial situation of each cooperative. 

D) Interest on the ITA-3FA portfolio (neire yncy credit) has been forgiven 
retro'ictive to February, 1982 (when ISTA acquired the portfolio.) Further, 
the c o)teratives are tixt required1 l :'tynents on of theto make the principal 
ISTA-] ;.M'A debt until they are cirrent with their land debt payments. 

E) The restricted accounts of the cooperatives will be handled differently. 
Fund,; in the amounts will be assigned in this order: 

1. Paymient of prodluction credit; 
2. Thirty percent of the balance for basic ne,-ds of the cooperative. 
3. Seventy percent of the hlance for servicing the land debt. 

F) Cooperatives abandoned due to violence will be reassigned to new 
cooperatives. The p riod during which the cooperative was abandoned will. not 
be counted when establishing the repayment period and the unpaid debts of the 
abandoned 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. Mhe
 

interest rate on their debt will be reduce,'d to six percent retroactive as with
 

Phase I but the change requires modification of Decree 207 which must be done 

by the National Assembly. The niodifying language has been prepaired and 
forwarded to the President who will then present it to the National Assembly. 

The restructuring of the agrarian debt is a major step toward economic
 

viability of the Phase 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
 

trainer and a new management team was in-l1ace. The creation of the 

PAU/PRODEA management program was a first step towards the creation of this 

manageient team, however, some ISTA officials have envisioned a prolonged 

presence of the "co-gestors" as being nec-ssary. Peccnt agreec nts between
 

some Phase I cooperatives and ISTA actuilly require that the "co-gestors"
 

remain in-place for a twenty--five year peri(d, which correlates with the
 

lenght of mortgages.
 

The 1985 National Seminar on Agrarian Reform an,- the policy directives of the
 

Agrarian Reform Advisory Council (CARM) reommended a consolidition 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-nn-agement.
 

There has been no official definition, hoever, of the stage that a
 

cooperative must reach to be considered eligible for self-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 pairts can be
 

due to the need to obtain the approval of an absent co-janager,delaye 

occassionally resulting in considerable losses. Disagreements between
 

cooperative managers and the IS'TA co-ninagr 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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upports active efforts to introduce 
The Ministry of Agriculture and Livestock project, assistancethe extendedUnder 
self-minagement into the cz.z 

eratives. 

to the Planning and Evaluation Unit of the Agrarian Reform 

will be provided to developof the Ministry,OfficeSectoral Planning
(PERA), attache3 to the 

arn to define procedures and timetables for an
 
policy determinations
formal 

"co-gestion •elimination of 

the extension of the


Finally, during
3) Cooperati"e Restructurit : 

to develop a policy defining
to PERNwill ilso be provid'l

project, assistance2 to have failed, and what 
at which a cooperative shoulq be considerel 

the point vent. In many LAC 
by the ',.in thatfollow4edprocelures should be have continued long

failc-. cooperativesto resuscitate smallcountries, efforts for recovery. Failure of a 
lost potential

after such organi7,ations have the agrarian reform,
with failure of

is not synonymous
group of cooperatives 

and re,;ources in attempting 
to revive them 

but excessive delication of 
time 

the other coojeratives successful. 
to in-ikefrom efforts may seriously detract 

to receive assistance, other
continuecsfaile'd cooperativeAlso, if a 

cooperatives will have less 
incentive to take difficult 

decisions to ensure
 

their survival.
 

finance observation and orientation 
toAs mention.d earlier, project: fun.Is will 

to other Latin American countries 
leadersonoperativetrips by GOES and of cooperative enterprises

levelopment
varietv of experiec33S with as serviceexamine a 

a- well as alternative models such 
to those of Phase I,similar this exposure, combined with policy 

It is hel.ieve] t1h:t 
cooe rtives. r- nt of a coherent strategy and policy, 

will help orient the develop-
which face thedialogiie, those coo[perativesto restructwifing

particularly with respect 
in becoming productive entities. 

most difficulties 



NARRATIVE SM PY 

GOAL: 
To expand rural employment, raise 
income and provide secure tenure 
rights. 

PURPOSE: 
Complete the consolidation of 

agrarian reform process and 
create conditions necessary to 
integrate the beneficiaries into 


the broader agrarian econmy. 

OUPfT-: 
1Titling copleted 
2) Phase I management & administrative 

svstems designed and operational 
3) 	 Phase I cooperatives linked to 


adequate and appropriate 

technical support services 


providedIII beneficiaries 

with i'creas-i access to 


technical services 


4) 	 Phase 

GOESAID 
pOEADLoan 

- Szport to 

ISTA/FNATA/WG 


Gra INt
G.tiaant-

AGRARIAN REOM4 SECTOR SUPPORT (519-0265)
REVISED LOG FRAME 

MEANS OF VERIFICATIONOBJE rIVELY VERIFIATLE INDICATORS 

Surverys and special studiesIncrease in rural incomes. 
Increase in rural employment. 	 EDiployment and Income Data 

Ministry of AgriculturalIncrease in the agricultural 

sector's contribution to the production data.
 

GDP.
 

EOPS 
1) 	 FNATAISTA records1) letion of Phase I and 
2) 	 FAG and bank recordsPhase III Titling 
3) Surveys/Evaluations
2) Classification of Phase I 

(PERA or other)Coops completed and 
approoriate GOES policies 

a -olied 


3) Increased acces3 to 

productive resources and 

essential services for 

reform beneficiaries.
 

1) Phase I: 317 Titles granted 1) ISTA/FINATA records 


45,000 Titles granted 2) Coop records/PAJ
Fn,-se III: 
3) Coop surveys
2) Directors trained: 450 

4) 	Beneficiary surveyManagers trained: 250 


Accountants trained: 250 

PAUJ accounting system in 


place 150 oz~sclarified. 
place: 150 coops

3) 	 Coops indicating services 

are adegiate: 200
 
4) Half of FIN-ATEROS listening to
 

radio messages regularly or
 
receiving extensiornist (public 
or 	private) visits regularly.
 

AID documentation 

ANNqEX A 

IMFORrA-' ASSUPTICtS 

A sufficient degree of political 
stability is achieved. No 
increase in conflict. 

1) 	 At PACD non Project funding
 
source will be sufficient
 
to 	continue essential
 

sector.
 
2) GOES adopts and applies
 

services to reform 

workable policies regarding 

agrarian bt, beaficiary 
rights, auto-gestion, coop 

restructa1ring. 

1) Definitive Phase III Titles
 

produced by FINAT'A adhere to 

all land registry requirements. 
2) GOES onmited tucomplete 

t i naon eduted 
3) anG regionalization cc pleted 

and institutional responsibilities 

1) AID ..-akes funding available 
(Loan and Grant) 

2) Pro Ag signed 
3) Continued availability of 

local currency 
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ANNEX B 
AGRARIAN RKWOM S=R SUPPORT 

A.I.D. PROTECT lb. 519-0265 
ACIUAL AND PLANNED EXPENDITURES 

(LOAN-000 DOLLARS) 

1984 1985 1986 1987 TOTAL
 

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


703.5 136.1 141.6 0.0 981.2
2. IGN/FINATA 


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


4. DMC/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 

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


1,641.4
7. CMN2AP-MAG 656.9 417.3 567.2 0.0 


185.9 206.7 584.4 0.0 977.0
8. MA 


9. OSPA
 
Director's Office and Policy
 

42.6 53.6 39.4 35.0 170.6
Planning 


39.6 35.8 54.1 135.0 264.5
10. OCOPROY 

87.3 151.6 112.0 300.0 650.9
11. PERA 


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
 

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


8,286.3 8,723.1 12,990.6 8,5TU, 38,500.0
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FINATA 

PROGR14ED FUNDS BY GENER'\L CLASS 

(A.I.D. PROjEC-r NO. 519-0265) 

1986 1987
GENERAL CLASS 

OB Personal Services 1.4,000,000 12,500,000
 
3,125,000
1 Non-Personal Services 2,999,600 

3,987,500
2 Materials and Supplies 3,748,600 

3 Machinery an'] Fquipment 1,317,950 75,000 

6 Current Transfers 2,400,000 4,800,000 

Total 24,466,150 24,487,500 * 

froin the loan portion of theOf this amount t4.0 million will be funded 
Project. The final FINATk budgeting needs for 1987 may be less than 

to be over 20 million colones (the24,487,500 colones but is expected 
equivalent of the 4.0 million programmed). 



PROJEXP xm-z4UiT 519-0265 

TECHWCAL ASSISTAW,E BUDGET (GRANT) 

1. Cooperative Management and Organization (RDD) 

PM 
Est. Cost 

(!000) 

LT - Cooperative Develoginent Specialist 

ST - Management Training Organization Curriculum 
Management Training Implementation 

18 

10 
5 

270.0 

160.0 
80.0 

510.0* 

2. Algricultural Extension (CNTA) 

LT - Farm Management Advisor 
ST - Organization and CoimnunicaLion 

3. Agrarian Reform Policy, Planning an Evaluation 

18 
6 

(PERA) 

270.0 
120.0 

390.0 

LT - Advisor to Minister of Agriculture 

LT - Advisor to PERA 

Total Long Tehrm 

ST - Consultants (Conputer Center and Special 
Problems) 

18 

18 

20 

270.0 

270.0 

200.0 

540.0 

200.0 

4. Property Registry (RPPH) 

2 LT 

2 ST 

14 

8 

96.0 

64.0 
160.0 

5. DIVAGRO 

LT - U.S. Marketing Specialist 

ST - Feasibility Studies 

New Project Development 

Quality Control 

TOTAL 

15 

40 
.35 
20 

245 

225.0 

600.0 
550.0 
300.0 

3,475.0 

1,675.0 

3,475.0 

on page 42are keyed to Financial Summary cbart
* Subtotals in this column 
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DIVAGRO Financial Summary (Grant) 

TOTAL
1986 1987
Acivt (t000) MOO0) (j;000) 

tong Term 74.5 149.0 223.5 
Snort Term 
 900.0 550.0 1,450.0
 

699.0 1,673.5
974.5
Technical Assistance 


360.0 360.0 720.0
 
Training 


80.0 246.0
i66.0
R & D 

82.7
16.0 66.7
Personnel 
 7.0
3.0 4.0
Materials and Equipment 

6.0 102.0 108.0
 

Other 

? .0 172.7 197.7
Budget Support 


1,525.5 1,311.7 2,837.2

TOTAL 




-52-

DETAIL OF ADDITIONAL FUqDS FOR DIVAGRO PROGRAM (GRANT) 

YEAR 1986 

TOTAL cnOL;ES TOTAL DOLIARS 
(000's) (000,s) 

ACTIVITY 

Technical Assistance
 
Short-Term 
Diagnosis development 3,000.00 600.00 
- Spices, Herbs and colouring 750.00 150.00 
- Flaqers and ornamentals 750.00 150.00 
- Machinery for industrial use 750.00 150.00 
- Aquaculture 750.00 150.00 

QUALITY CaTROL P1gGRAM 1,000.00 200.00 
Consulting for preparing proposal 1,000.00 200.00 
Advisory of new projects 500.00 100.00 

-ong-Term 
Technical support and marketing in 
U.S.A. 372.50 
 74.50
 
264 days/man per alnmm 312.50 62.50 
Travels 60.00 12.00
 

TRAINING
 
Fun-s for training 1,500.00 300.00 
- Cucurbitaceous productors 1,000.00 200.00 
- Aquacultores 500.00 100.00 
Participation in Conventions 300.00 60.00 

- P.M.A. 5 persons plus stand. 75.00 15.00 
- Food Broker Assoc. 75.00 15.00
 
- Canada's Inter. Show 75.00 15.00 
- Others 75.00 15.00 

Demonstrative Plots
 
l/ Commercial level 650.00 130.00 

- Honey Dew (10 ,iz.) Irrigation i- -. 
- Cantaloupe Irrigation (10 Mz.) 100.00 20.00 
- Watermelon Irrigation 100.00 20.00 
- Cucumber (5 lz.) 75.00 15.00 
- "Pipian" (Small Squash) 100.00 20.00 
- Green beans (5 Mz.) 75.00 15.00 
- Others 100.00 20.00 

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


--ACrIVITY 

1/ 	Variety Adaptation 

Plot coastal zone 

Plot Intermedia Valley 

Plot Altitude
 

AJMIISTRATIO 

alaries and Benefits 

Executive of Investigation 
Secretary 
Benefits 
Furniture and Equipment 
Renting and Services 

TOTAL 
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TOTAL 0:jcgML 
(000's) 

180.00 


60.00 

60.00 

60.00 


0.0160 
80.00 


18.00 

12.00 

15.00 

15.00 


7,627.50 


TOTAL DOUTARS 
(000's) 

36.00
 

12.00
 
12.00
 
12.00
 

16.00
 

3.60
 
2.40 
3.00
 
W.0
 

1,525.50
 

l/ of this cost it is estimated that 
there is a 70% of inputs and soil
 

preparation and 30% of labour.
 

http:1,525.50
http:7,627.50
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BUDGET EXpSES 1987 
(000's 

ACrIVITY 

1. 	Technical Assistance
 
Short-Te m 


Advisory for new projects 


* Area spicery, herbs and colouring 

* Area Flowers 
* Area Ornamentals 
* Industrial machinery 
* Aquaculture 

Long-Term 

Technical Support and Marketing 
Demonstrative Plots 

1/ Variety Alaptation and Commercial Plots 


Plot Coastal Zone 

Plot Intermedia Valley 

Plot Altitude 


cultivation* Other 

Training 

Training Fund 
* Cucurbitaceous 


(2 groups 20 persons each) 

* 	Aquaculture
 

(10 persons) 

Herbs, Spicery and 

Colouring
* 

(5 persons)

and 	Ornamentals* Flcwers 

(10 persons)
 

Observation 

Participation in Conventions
 

DIVAGRO (GRANT) 

TOAL/NUAL 
OLONES 

2,750.00 


500.00 
500.00 

500.00 

750.00 


745.00 

74.0-490
 

14-0 

100.00 

100.00 

100.00 


1,350.00
1,350.00


600.00
 

300.00 


150.00 

300.00 


450.00 

ToAL/ANNAL 
DOLLARS 

550.00

550.00
 
100.00 
100.00
 
100.00
 
150.00
 

149.00 

80.00 
80.00
 
20.00
 
20.00
 
20.00
 

270.00
20.00 

60.00
 

30.00 

60.00
 

90.00 

http:1,350.00
http:1,350.00
http:2,750.00
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TCTAL/ANJAL 
OOIFS 

TVIAL/kNUAL 
DOLT.L 

ADMINISTRNTION 

2. Salaries and Benefits 

3. Furniture and Equipment 

4. Penting and Services 

5. Per Diem 

6. Publicity and Issues 

7. Seminars and Confe::-nces 

8. contingencies 

TOTAL 

333.60 

20.00 

140.00 

100.00 

200.00 

40.00 

30.00 

6,558.60 

66.72 

4.00 

28.00 

20.00 

40.00 

8.00 

6.00 

1,311.72 
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ANtEX C 

Assistance Methodoo1g9yTechnical 

assistance to Phase I and Phase 
III beneficiaries in cooperative
 

Technical 
management, promotion, training 

and development will continue 
to be provided
 

under the amendment although 
by different implementing 

entities.
 

me n t (July 1985), theDevelopl
The creation of the Vice-Ministry of Rural ISTA (October 

to the Phase I implementing entity, 
restructuring of assiptFprce 

the Ministry of Agriculture (January 1986) 

1985) and the regionalization of 
for providing technical 

of resposibilities
has resulted in a reassignment upon wnich the assistance 

use of project resources 
a more rational provide it.

assistance, among the entities which 
for coordinationgreater needdepends, and 


focused
beneficiaries 
originally contemplated, assistance 

to Phase I 
As 

on cooperative management 
(cooperative managers and 

accountants 

principally farm management and to a 
the uniform accounting system (PAU) and These(PROD0N), training and development. 

lesser degree on cooperative promtion, Slight modifications, 
their relative importance will continue. 

activities and 
managers and accountants program will be 

the cooperative (the 0265particularly recommended by PERAareasthe proqram in
to strengthenundertaken the agrarian reform).for evaluatingentity responsible 


to be related to
seemsand accountantsturnover of managers
For example, the 

insufficient orientation 
to the ambiance of the reform 

and training in
 

practical skills of business 
administration for both professionals 

and
 

cooperative members.
 

the principle upon which 
this particular type of technical
 

Nonetheless, 
assistance activity is based 

i.e., professional farm managers 
identified,
 

themselves based on open
 

evaluated, and employed by 
the cooperative members 


competition and an objective 
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.
 
order to 

for the uniform accomnting system in 
will be made

Similar adjustments and insure its more 
more cooperatives

facilitate its acceptance 
by 


enthusiastic promotion by 
interested entities such 

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
 

when project assistance to isTA was 
In October 1985, 

restructured and focused 
on land titling and compensation, 

responsibility for
implemented. 

of the
implementing the cooperative 
management technical assistance 

activities was
 

vested in the then newly 
created Directorate of Rural 

Development 

Vice-Ministry of Rural Development.
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In undertaking these responsibilities, the Ministry of Agriculture adopted a
 
new policy of providing technicil assistance - to both Phase I and Phase III 
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 teams of technicians, each with a particular 
specialty, or discipline ("Equipoi-, Multidisciplinarios") which together would 
be capable of responding to the ganut 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 depenlent on factor

inputs but also depended in part on sociolo-ical considerations of the members 
who are principally cocerned with maximizing their wage income. Hoever, 
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 technical assistnce by institutions 
like CENrTA, CENCAP and others did not materialize in a timely fashion. 
Notwithstanding the problems ISqtA encountero, MAG's decision to implement 
this "whole farm" approach is warranted because MAG intends to delegate to the 
regions the funding authority and operationrvl autonomy necessary to overcome 
the logistical and administrative problems, ar] will exercise its authority 
rigorously to insure compliance of its line institutions 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 hierarchicil listing of the cooperatives and 
be provided on a priority basis by the multi-lisciplinary teams. While the 
planned 20 teams will be organizationally a part of the Vice-Ministry's 
Directorate of Riral Development, under the regionalization, these teams will 
be assigned to and supervised by MAG's reqional 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
 
competitive 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. Thiis hierarchical listing, promoted by A.I.D. in furtherance of the 
original projects objectives of servicing the most needy cooperatives, 
identifies those cooperatives where additional assistance promises to have the 
most impact in advancing self-management.
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