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ABSTRACT OF SUMMARY REPORT

The team's principal findings and conclusions are summarized below:

1. The agriculture sector loan approach as exemplified by the
programs in the countries studied represents a creative, innovative, and
courageous attempt to find a way of providing assistance which builds
on the strengths and avoids some of the weaknesses of the traditional
program and project assistance approaches. The experience demonstrates
that such an approach, under appropriate circumstances, can in fact be an
improved and effective approach to providing assistance,

2. Adoption of such an approach has made possible dialogue concern-
ing sector problems and their consideration in a "holistic" context not
experienced under other approaches. As applied in the three countries it
has directed attention at a frequently neglected subsector, the small
farmer, and resulted in increasing concern for the welfare of that group.
It has resulted in increased public investment in the whole zector. It
has not yet resulted, however, in the development of fully integrated
strategies for the subsector chosen,

3. In some cases use of the approach has seen the beginning of a
process of analvsis by which interrelationships within the sector can be
explored in an integrated and disciplined manner. However, '"sector analyses'
have not yet been developed which are adequate as a basis for strategy and

program development and revision. A process for such analysis on a continuing



basis has been instituted in one case, Alternative strategies and programs
have not been analyzed ard tested in practice.
4. Programs carried on have had their greatest success in the
strengthening of the institutional base for dealing with the prchlems of
the sector and for bringing services to the small farmer, including
organizational change and improvement of administrative, management, and
program coordination. The heavy emphasis on this element in the early
stages of the programs has been appropriate to existing circumstances.
5. The programs have not vet demonstrated that direct provision of pro-
duction credit and technical assistance to small farmers by public agencies
is the most appropriate and effective method to improve the welfare of the
major portion of the rural population. Progcam results have not yet been
analyzed to determine the numbers and types of farmers who are or are not
benefiting, the extent of any bznefits, and the wvost effectiveness of the
programs. While the income of some small farmers will undoubtedly increase,
the programs have not yet -“runnstrated that they are likely. within the
existing system of structural relationships and conditions in the agricultural
sector and the economy as a whole, to increasze the income of a large propor-
tion of the small farmer population to levels which will significantly improve
the welfare of the group as a whole.
6. There is a need to:
a. Establish in each program an institutionalized process of
analysis, investigation, and evaluation;
b. Consider alternative approaches to improvement of the wel-
fare of small farmers;
c. Review AID criteria and procedures for analyzing, financing,

implementing, and monitoring sector assistance programs



and for their further adaptation and modification to
meet the needs of a sector approach; and

Provide AID staff in the numbers and with the range of
skills necessary to meet technical, managerial, and

analytical and evaluation requirements.,
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INTRODUCLION

This is the summary report of an evaluation of the agricultural
"sector approach'" as it has been applied in Colombia, Guatemala, and Costa
Rica. The purpose of this project is to provide, through comparative analyses
of the experience and of the approaches and metheds used in each of the three
countries, a basis for (a) development of general policy and guidance as to
the use of an agricultural sector approach in other Latin American countries,
{b) possible adjustments in current programs and projects and consideration
of future programs in each of the individual countries, and (c) consideration
of possible changes in procedure and methods for analysis and processing of
sector loans. While our report is concerned largely with program results,
it also gives considerable attention to the effects of the sector studies on
the programs, The project follows earlier AID Program Evaluation Staff studies
which cxamined AID's experience with agriculture development programs and its
approach to agriculture sector studies on wnich these programs were based.l/
Although we have not referenced them specifically, our findirgs regavding
program results tend to confirm and support many of the judgments and
suggestions made in those earlier reports.

This volume presents ot . gencral conclusions and recommendations.
Conclusions and recommendatious with respcct to the approach and the program

in cach country are contained in individual reports for each country. Studies

1/ Extension in the Andes: An Evaluation of Official U.S. Assistance to
Agriculture Extension Services in Central_and South America, by E. B. Rice;
AID Evaluation Paper No. 3, April 1971; and

Agriculture Sector Studies: An Evaluation of AID's Recent Experience, by
E. B. Rice and E. Glaeser, with Comments from AID's Professional Community;

A.1.D. Evaluation Paper No. 5; August 1972,




in each country were conducted by examination of documents and reports,
discussion with personnel in AID field missions and host country institutions
and agencies, and brief visits to project sites. Some three weeks wern
spent in Colombia in March and April 1973, including three days of visits to
project sites. Three weeks, including two days of visits to project sites
were spent in Guatemala in September 1973, and two weeks were spent in
(.gta Rica in November 1973. Upon completion of the field work in
Guatemala and Costa Rica, one member of the team spent an additionai week
in Colombia in December 1973, This report should be read and interpreted
in the context of the limited time for examination and observation, and the
time at which the country studies were made.

The studies were conducted by a team composed of personnel from
AID and the American Technical Assistance Corporation (ATAC). Team members
were:

Edmond Hutchinson, ATAC, Team Leader

Charles Montrie, AID/Latin American Bureau/Office of
Development Programs

James Hawes, AID/Latin American Bureau/Office of
Development Resources

Fred Mann, AID/Technical Assistance Bureau/Office of
Agriculture

The findings, conclusions, and recommendations reflect the collective
judgment of the team and are not intended to represent the official views
of the Agency for International Development, any of its constituent units,

or of any of the governments participating in the programs.
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CHAPTER 1

CONCLUSIONS AND RECOMMENDATIONS

I. CONCLUSIONS
A. SECTCR APPROACH, PROGRAM CONTENT, AND RESULTS

1. The development of and experimentation with the use of a sector
loan approach as exemplified by the programs in Colombia, Guatemala, and
Costa Rica represents a creative, innovative, and courageous attempt to find
a way of providing assistance which builds on the strengths and avoids some
of the weaknesses of the traditional program and project assistance
approaches and which is consistent with AID's evolving role in development
financing. Experience under those programs has demonstrated that such an
approach has that potential. With further definition, experimentation,
experience, critical evaluation, refinement and adjustment, the approach
can provide an effective means of assisting and improving country development
programs.

2. The sector approach has made possible a dialogue concerning sector
problems and their consideration in a more "holistic context to a degree
not experienced under program or project loans. The experience has demon~
strated that such an approach can provide a basis for and result in more
integrated thinking about the problems of a sector, consideration of
significant questions concerning sector policy, and more coordinated and
interrelated programs for accomplishing agreed upon purposes.

3. The approach has resulted in increased public investment in the
agricultnral sector as a whole and, as applied in the three countries, in
the small farmer subsector in particular. The increases in financial
resonrce allocations have been large in relation to past levels and match
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- well the capacity of the public agencies to expend the funds., In relation
to the vast needs of the rural poor, however, the programs are still
relatively small, The approach has not been related to analyzed total
gector investment requirements nor specifically related to taxation or other
governmental policies concerning overall mobiliz. tion of internal resources.
Consideration of such questions was to some extent an element of the early
sector loans in Colombia but the focus has changed with the more recent
emphasis on smaller farmers.

4, Programs carried on under the approach have had their greatest
gsuccess in strengthening the governmental institutional base for dealing
with problems of the sector and for bringing services to the small faruer,
inciuding changes in organizational structures and improvement in adminis-
tration, management, and program coordination. While many problems remain
to be solved, major improvements have been achieved in the capacity of
public agencics to plan, implemeﬁt, coordinate, and manage their work and
in their ability to bfing advice and credit to small farmers.

5. Adoption of the approach has resulted in a greater recognition
of the need for, and in some cases marked the beginning of, a process of
analysis by which interrelationships within the sector can be explored >n
an integrated and disciplined manner. Only one country program makes
significant provision for incorporating a continuing sector analysis
process into the governmental structure. The extent of the analysis and
the methods employed in developing the program vary greatly from country
to country and fron loan to loan. These differences provide some experi-
mental basis for selazction of approaches and methods which might be used
in certain circumstiances and in other countries. The mathematical

modeling approach utilized in Colombia constitutes an important contribution
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to the state of the art of sector analysis. However, in none of the
countries has there been developed a comprehensive, integrated analysis

of the sector which can provide a firm and continuing basis for government
policy and strategy choices or for program development. Conclusions based
on the sector studies to date must be considered as tentative and programs
arising out of them must be considered as experimental with both subject

to further examination through a continuing process of analysis, testing,
and evaluation. There continues to be great need for an institutionalized,
continuing process of analysis which can provide an informed and analytical
basis for definition of objectives, cousideration of alternative policies
and strategies, program development, course correction, policy and strategy
revision, and redefinition of objectives.

6. As applied in the three countries the sector approach has
directed attention to a frequently neglected area, the small farmer subsector,
and resulted in increasing concern for the poorer segment of the rural
population. The programs all have the common goal of providing assistance
to help raise the production and income of the low-income small farwer
groups in the countries -- from the outset in Costa Rica and Guzcemala,
and as an evolution in Cclombia. They are thus consistent with AID's
policy emphasis on the importance of agriculture and a concern for problems
of equity and human welfare in the development process. This focusing of
concern upon and the direction of increased resources to the small farmer
subsector is one of the major accomplishments of the program.

7. Program content is generally appropriate to the initial phase
of a small farmer subsector effort when the analytical base for a strategy
and program is incompletely developed, institutional and management

capabilities need strengthening, it is reasonable to expect that some
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farmers in the subsector will bemnefit Irom the receipt of credit and
technical assgistance, and when programa have to be considered as experi-
mental. However, the approach has not yet resulted in the development of
integrated strategies and programs for the subsector chosen. Neither hLas
it conclusively demonstrated that small farm production is the most appro-
priate segment of the economy at which to direct programs whose purpose ie
improvement of rural family welfare. Examination of the subsector in the
countries discloses that it is not homogeneous but consists of various
classes and groups of farmers with widely differing characteristics and
problems. They vary greaiiy in size of farm and income levels with
resulting differences in the extent to which they may be able to earn a
reasonable, or even a subsistance, level of incone from on-farm activities.
The evidence suggests tnat half or more of the population engaged in agri-
cultural activities may be located on plots or operating enterprises too
small to offer promise of ever providing reasonable levels of income.
Small farmers are locéted in geographic regions which vary greatly in
climate, soils, altitude, physical characteristics of farm units, access
to transportation, and markets for inputs and outputs. Factors such as
education, availability of transportation, and off-farm employment oppor-
tunities may be more related to improvement of the well being of many of
them than are production assistance programs directed towards them as a
part of a "small farmer" subsector.

8. The strategy employed in the sector programs, as reflected by
assistance provided the farmer, is crop production and technologically
oriented, with relatively little consideration of production economics,
of the whole farm as an integrated economic enterprise, or of effects on
the income of the farmer. As a result, the programs have relied on the

-



assumption based on very little evidence, that small farmers will be
helped to increase their production and incomes significantly if provided
credit, extension, and marketing help and that income gains will be great
enough and sufficiently evident to induce farmers to increase inputs, make
larger investments, and assume large risks.

9. The strategy involves a "bureaucratic" approach to improvement
in the welfare of small farmers, that is, it involves the use of "adminis-
tered" programs operated and/or coordinated and controlled by public
agencies largely to the exclusion of reliance upon the private sector
and with little dependence upon economic incentives and motivations.

10. There are deficiencies in the '"technical assistance packages"
which are provided farmers under the programs. In some countries it appears
that there may not yet have been developed a coordinated technological
package of inputs and cultural practices which will produce dependable
and profitable increases in yields of particular crops under farm
conditions. 1In none of the countries do the packages yet contain elements
of farm economics and farm manag.ment which provide the farmer with assis-
tance in the operétion of his farm as an economic enterprise.

11. The amount of credit provided small farmers and the number of
quch farmers receiving credit and technical assistance have increased since
the loans were made. The size of such increases, however, has been less
than projected when the loans were made. Similarly, the time required to
accomplish desired institutional and management improvements and to get
new and revised small farmer credit, technical assistance, and other
programs underway has significantly exceeded that anticipated when loans

were made and disbursements scaeduled.



12, Programs adopted have not yet been thoroughly analyzed to
determine the numbers and types of farmers who are and are not benefiting
and the extent of any benefits to them. Program results have not yet
demonstrated whether and to what extent programs for the integrated pro-
vision of credit and technical assistance (together with other program
elements) can, within the existing system of structural relationships and
under conditions existing in the sector, succeed in increasing the income
of the target group of firmers., Neither have they yet shown whether such
benefits will outweigh either the specific costs of carrying on the pro-
grams or the benefits of alternative ways of approaching the problem.

The ‘evidence which exists is fragmentary and provision has not been made in
the programs for collection of the data either of the content or in the form
required for reaching conclusions as to such program effects. Such data

a8 we have been able to locate and analyze, however, suggests that inso-
far as the individual farmer is concerned, it is probahle that the produc-
tion of some crops (or other products) by some farmers and the income of
some farmers have increased while the production of other crops (notably
corn and beans) and the income of other farmers may not have increased.
Data do not parmit definitive conclusions as to numbers of farmers falling
into each category, but suggest that significant numbers may not% be
experiencing significantly positive results. Similarly, data have not

been assembled which would permit determination of the characteristics of
those for whom results are positive and of those for whom it is not.
Further, available data does not prove, but does suggest, that even when
there are relatively large percentage increases in income the absolute
increases may still be very small, even so small as to be of little

consequence for improved living standards and of questionable value in
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relation to the amount of credit obtained snd the risk assumed by the
individual farmer. It also may b2 very small in relation to governmental
program costs.

13. The types of programs teing carried on are expected to reach
only a portion of the target population directly and are not expected to
reach the large mass of the rural population which lives on the smallest
plots. The programs are not economically or practically replicable so as
te reach large numbers of that population within any periods of time which
are relevant for policy and program consideration. Neither do tentative
indications of results suggest the desirability of attempting such replica-
tion. Experience under them suggests that ultimately, very small plots of
land are not likely to be able to afford adequate welfare to many families,
regardless of the levels of productivity reached. This means that rational
develnpment planning and an integrated and comprehensive small farmer
sector program must explore possible ways to increase the employment of
rural labor on larger farms (both in and outside the small farm subsector)
and, for many, ultimately off the land.

14. IJn any case in which programs can bring about even smell
increases in the production and income of a very large number of small
farmers, total agricultural production and income and GNP may be increased.
However, it appears likely that, in view of the low production and income
levels of the target groups, the relatively small portions of that group
planned to be reached, shortfalls in reaching the number planned, and the
probable small increases in production and income of farmers reached,
programs such as those being carried on will have little effect on overall
agricultural production or income or GNP in the time periods contemplated

under the programs.



B. AID PROCEDURES

1. AID criteria and procedures for considering sector assistance
and for implementing and monitoring the use of such assistance have not yet
been adapted and modified sufficiently to suii the nature and form of
sectlor nssistance or the circumstances under which it is provided. Formal
atotements of policy, criteria, procedure, analyses, and monitoring relate
primarily to the two traditional forms, program assistance and project
assistance. Practice and habits of thcught remain strongly conditioned
by those traditional forms. Intensive Review Request (IRR) and Capital
Assistance Paper (CAP) procedures which are usually used for processing
sector assistance were designed for capital project assistance and are not
entirely suitable for sector assistance.

2. A way has not yet been found to relate, in a fully adequate and
satisfactory manner, essential sector assessments and analyses to the
initial loan making process or the results of continuing analysis and
program evaluation to the process of strategy revision, course corrections,
and program changes and the making of new loans. Sector assessments and
analyses tend to be prepared in terms of descriptions of the structure and
output of the entire sector and of an identification of problem areas. They
provide some basis for a sector strategy but do not systematically relate
the analysis to questions of specific program content, external assistance
requirements, or the nature and amount of appropriate AID assistance. Only
the Colombia analysis specifically addresses, albeit incompletely, the
question of strategy alternatives. The assessments and analyses are reviewed
at times and in forums which differ from those for the review of the IRRs and
the CAPs relating directly to the loan. The nature and function of the

CAP is such that it is, probably necessarily to a considerable degree,
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an advocacy document which describes the loaﬁ and "justifies" it in terms
of purposes and expected results. The overall country program revicws
tend to deal with questions of the adequacy of the analysi: of a country
situation and to serve as a basis for decision as to whether AID is prepared
to provide assistance and in what areas. It does not, however, serve as a
basis for analytical consideration of alternative sector strategies or for
choice of program content. The IRR process might conceptually provide a
bridge between needed sector analysis and consideration of specific program
content and financing. To some degree it does. However, in practice, it
has become to a considerable extent a process for preparing and obtaining
reactions t¢ a first draft of a loan paper. The evaluation and progress
reporting process is designated to serve implementation monitoring require-
ments rather than to be a part of the analysis and decision-making process.
3. The sector approach has provided for flexibility in disbtursement
procedures and in selection of the type oi financial support provided.
However, monitoring and progress reporting in some cases has been based on
an assumption that funds were to be used for support of particular projects
when in fact the loans were for general or particular budget support or
in other cases has been done on the basis of the loans being for budget
support when papers relating to the loan have provided for monitoring on
a project basis. This has tended to lead to confusion as to loan purposes
And to attempts to attribute funds to uses which cannot be verified by audit.
The AID Auditor General's reports on the audits of the Colombia and Cuatemala
programs specify difficulties which have been encounterad in these areas.
4, There is 4 need for improvement in operations under the existing
process, even in the absence of modifications cf the process itself.

Opportunities exist in cornection with clarifying and making more specific
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the purposes of the program and of AID's support of it, defining and
calculating results expected, identifying difficulties likely to be
encountered, relating implementing and monitoring methods more directly
to the nature of the loan, instituting methods of continuing evaluaticn

of program results, and relating assistance to experience under the program,

C. RELATION TO COUNTRY DEVELOPMENT PLANS AND ASSISTANCE BY OTHER
INSTITUTIONS

1. The multiyear National Development Plans in Colombia and Guatemala
and the Guatemala Agricultural Development Plan - 1971-1975 provide the
context for agricultural assistance to those countries. While they
cannot be characterized as plans in which sector objectives have been
developed and programs adopted in such a way as to provide a thoroughly
integrated and coordinated approach to development of the sector, they have
made possible a reasonable division among the areas supported by assistance
providing institutions. There is no development plan in Costa Rica to serve
as a framework for assistance or for Costa Rican programs. The sector
analysis referred to elsewhere constitutes the only overall context for
the provision of AID assistance.

2. The IBRD Consultative Group for Colombia provides a mechanism for
developing a common understanding of the problems of Colombian development
and agriculture. It also provides a means for dissemination of information
as to programs being carried on and makes possible a reasonably clear
delineation among the programs and projects being supported by the various
member institutions and countries. The group's existence and operation,
together with the National Development Plan and the sector analysis have

not yet resulted in an integrated sector approach and strategy.
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3. In all three countries there is a reasonably clear division
between the activities supported by AID and those financed by other
institutions. In general this division is along the lines of financing
by other institutions of programs and projects related to the larger scale
farmer; export crops and products, especiaily livestock; capital equip-
ment; irrigation; and resettlement; while AID supports programs directed
toward the small farmcr and crops and products for the domestic market.

There is also a tendency for other institutions to emphasize the financing

of foreign exchange costs while AID financing largely covers local costs,
Taken together, these activities may all be appropriate elements for

inclusion in an overall sector program. No such program has been established
and recognized, however, and the activities are not carried on as a part of an
interrelated and integrated program directed toward identified and understood

common objectives for the agricultural sector,

IT. RECOMMENDATIONS

A, SECTOR APPROACH

1. The sector approach should be applied in any country program
which contemplates significant and continuing assistance to a country's
efforts to accomplish specifically identified objectives for its popula-
tion engaged in agricultural activities. Specific objectives, the nature
and content of programs adopted, the nature and form of the assistance
provided, and the methods of implementation must, of course, be varied
to meet the circumstances in each case. However, the provision of assistance
in a context of an agreed upon area to be assisted, specified objectives, and
expressed and systematically related strategies and program elements is

appropriate in any case in which there is agreement and dedication to
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carrying on programs in such a context. The stages of country and sector
development and similar situations and conditions do not of themselves
make a sector program inappropriate.

2. The segment of the economy to be dealt with under a sector
approach must not only have "an analytical identity" as suggested by AID
Manual Order 1610.1, It also must be a segment which, while not entirely
isolated from influences of other segments or the whole economy, is not so
dominated by such influences as to render programs directed at it largely
irrelevant and ineffective. Yet it must be larger than an individual
project. Thus in detcermining rhe areas of agricultural activity to concentrate
on, it is desirable to consider carefully whether conditions and events to
be iniluenced in the segment of some greater whole are primarily or more
critically dependent upon factors operating from within that segment or
from outside it. For example, the extent to which increased income of a
small farmer population is dependent upon increased production and productivity
on its own farms and/or upon increased employment on other farms as compared
with the extent of its dependence on the structure of land holdings in the
sector as a whole, price reiationships, marketing and transportation infra-
structure, product demand e:xternal to the subsector, employment opportunities
outside the subsector, etc., should be appraised before a decision is made
establishing a small farmer segment of the whole sector as the "sector"
to be assisted,

3. The sector selected should be related to the objectives to ba
accomplished., To the extent that an increase in total agricultural produc-
tion is the objective, it seems reasonably clear from experience under the
three programs examined that either a specific crop or the larger commercial

and export market producer group would be a better segment to he addressed
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than would the small farmer population alone. Even in cases in which the
primary purpose is increasing the welfarc of the "small farmer" portion of
the rural population, consideration should be given to selection of either
gome portion of that subsector or inclusion of other economic segments
with elements closely related to the objectives and within which relevant
programs can be implemented. For example, there are sovme indications, but
not conclusive proof, from experience with the programs examined that the
income and welfare of the small farmer may be so much more dependent upon
the structure of the agricultural sector as a whole and upon what happens
in terms of the sector and the economy as a whole (changes in domestic

and export demand, world prices, demand for labor, etc.) than upon what is
possible for him to achieve through increases in his own production and
productivity as to invalidate the small farmer segment as a sector for
which programs relevant to improved welfare objectives can be developed.
It may be that the development of employment opportunities off the small
farm in the sector as a whole representis a better way of helping the smaltl
farmer., If so, then the small farmer subsector is too small a segment on
which to focus programs. On the other hand, programs presently being
carried on, as a practical matter, are probably suitable for only a portion
of the small farmer subsector, i.e., the farmer at the upper end of the
farm size and income scale of small farmers, rather than being designed to
meet the needs of different classes of small farmers, and especially the
larger mass at the lower end of the scale. The small farmer subsector may
be so heterogeneous, that is it may consist of types of farmers so
differing in terms of characteristics of farms (size, location, soils,
climate, terrain, responsiveness to inputs) crops produced, off-farm

employment opportunities, and the like, as to make the total small farmer
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segment too big to be considered a practicable programming unit.

l‘-

Under such circumstances, other segments cf the economy may be

more appropriate for choice as a seccor. We recommend that consideration

be given to devcloping and testing programs directed at various segments

as parts of a total array of approaches to be used either separately or in

combination as circumstances warrant. In particular we recommend that

approaches such as the following be experimentally tested:

de

Provision oi assistance as a non-project loan for a sector
(prefcrably, but not necessarily, the whole agriculture sector)
with major ecmphasis upon (a) resource mobilization and alloca-
tion to and within the sector, (b) sector policy development,

and (c) a continuing process within the country of sector

analysis which serves as a continuing basis for policy, strategy,
program, and project development, change, and modification. This
seems Lo have been the concept in the earlier part of the Colombia

program, and until improvement in the welfare of the small farmer

become its primary focus. It seems to be particularly appro-
priatc in the beginning of a sector approach when there is
considerable need for analysis and program and policy develcp-
ment. It may be equally appropriate when program content has
been well developed and seems to be accomplishing its purpose.
Selection of a specified geographic rural area or areas for
development. Areas selccted should contain a large number of
the target group, the welfare of which is of primary concern.
It should be reasonably uniform ecologically and should be an
economic unit in the sense that it is under the influence of a

"growth pole" or set of such poles.
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C.

Selection of a target population (e.g., small farmers, the rural
poor, ete.) rathec than a functional segment of the economy.
Objectives and programs would be specifically related to the

welfare of the target group rather than to a functional sector

per se. Its focus should be on members of the target group and

their holdings, if any, as income producing units rather than

as farm producers only. Such an approach will require considera-
tion of income from farmer activities both on and off his own
farm. It also requires a consideraiion of all activity of members
of the target population which could significantly effect their
income, including activities other than small farm production
which may have a significant income impact. It thus may well
require the inclusion of elements such as measures for increasing
employment on larger farms (both in and outside the small farm
area), agri:ultural industry, migration, the overall structure

of the agricultural sector as it relates to access to land and
capital, transportation, marketing, etc. Such an approach is,

in terms of the target population, very similar to that followed
in the thkree programs examined. It would be quite diffecrent,
however, in terms of its program content and, to a lesser degree,
its analytical base.

Provision of assistance related to a single element critical to
development of the sector. Under such an approach we particularly
recommend the provision of assistance related to development of
the process of analysis necessary for the formulation and
continuing evaluation and modification of a strategy, or

strategies, for the entire agricultural secicr to serve as a
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basis for a common approach to sector development by the
government and all agencies providing assistance to it.

5. The sector selected should be defined with some precision. If
it is to be some porticn of the overall agriculture sector this becomes
particularly important. In particular if it is to be "the small farmer"
subsector it should be made clear whether that entire subsector is included
or only that pertion which seems to have reasonable prospects of achnieving
a reasonably adequate level of income from farming within some relatively
short period of time, Such definition should be made hoth when new programs
are started and in the case of the ongoing programs in Colombia and Guatemala
and somewhat less urgently in Costa Rica.

6. Under a sector approach, programs should be directed toward
accomplishment of a limited number of explicit, clearly understood purposes,
progress toward which is susceptible of appraisal in quantitative or other-
wise objective terms. Such purposes should go beyond necessary but
subsidiary objectivesland targets expressed in input or intermediate output
terms such as funds expended, loans made, farmers trained, number of
farmers "reached" with technical assistance and the like. Current pro-
grams examined are said to contain a variety of purposes such as increased
production of food crops; crop diversification; increases in GNP and in
agriculture's contribution to GNP; increased productivity of land and
agricultural labor; increased a; ricultural employment; increased income
for the small farmer; more equitable distribution of income; increased
exports; reduction of migration to the cities; changes in forms of social,
political, and economic organization and institutions; aad improved
organization, management and administration of organizations within the

sector. Such a wvariety of purposes introduces confusion, leads to dispersal
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of program activities and resources, introduces conflicting purposes, and
makes it impossible to adequately appraise program results. In fact, a
sector program cannot address <ffectively such a broad spectrum. Instead,
it should be confined to an attempt to accomplish a few priority and major
purposes cven though a number of program elements directed to such purposes
may be required., On this basis the purposes and objectives of the programs
in the three countries should be reviewed and redefined.

7. An increase in income of the target population to a given level
seems to be the most reasonable purpose of small farmer subsector programs.
When the well being of the small farmer is the primary concern, increased
GNP and exports are basically beside the point. Experience in the three
countries suggests that increased production is likely to be too small to
have an appreciable effect on GNP, and that other approaches are likely to
have a wuch greater impact upon it than will a stretegy for improvine the
lot of tle small farmer. Increased production may take place without an
increase iv income. In fact, a major weakness in current programs is the
emphasis on increased production without consideration of the eccnomics of
production increases and its effect upon income. Increased productivity
and increased employment are really only means to the end of increased
income. Income distribution is a function of so many factors such as the
structure of ownership of the means of production, access to investment
capital, institutional structure, tax policy and structure and administra-
tion, aud governmental purposes and resource allocations that a program in
a subsector or even a sector of the economy is likely to have little effect
in and by itself.

8. When the objective is to increase the income of a target group any

strategy adopted should be considered as tentative and experimental and
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subject to testing, analysis, and evaluation. Provision should be made for
analyzing alternative approaches and comparing results. Even if it is not
practicable to experiment with different approaches in the same country, it

might be possible to adopt and compare different approaches in different

countrics,

B. PROGRAM CONTENT

The content of sector programs will, of course, vary in accordance
with the sector chosen, the objectives toward which the program is
directed, and situations and conditions in the sector. Elements supported
by AID assistance will also be conditioned by the form of that assistance,
that is by the extent to which it takes the form of general sector support
or of support of specific projects and activities. Further, AID cannot
unilaterally determine the content of sector programs which it supports.
Under such circumstances it is not possible to make very many suggestions
as to elements generally desirable for inclusion in AID supported sector
programs. The recommendations which follow are made as suggestions to
be borne in mind in dialogue with countries when program type sector
assistance is provided and to be considered in selecting programs for support
when assistance provided more closely approaches the project form. They
are primérily pertinent to programs directed at the small farmer subsector
and which have the objective of improving the welfare of & target group of
small farmers.

1. Programs developed should contain elements differentiated in
accordance with the diversity of characteristics of and conditions in the
sector and in relation to differing characteristics of groups in the target

population. This is, of course, related to the point made above with
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' respect to definition of the sector. Fox example, production credit and
technical assistance may be effective for larger farmers and those who have
had some experience in the use of fertilizer, pesticides, and improved
seed, whereas programs to create employment off their farms may be more
guitable for small, less successful farmers; credit and technical assis-
tance may be required for some types of farmer, whereas credit alone may

be enough in the case of other types, e.g., corn vs. rice farmers.

2. Sector programs should avoid allocating relatively large amounts
of funds to credit or to extension operations until the cost effectiveness
of such operations is reasonably well-established, not only through research
station experiments but through pilot field tests with various types of
farmers. When such tests show feasibility and profitability of farmer
use, then the government can (a) décide on what scale.and how intensive
its credit and extension programs should be, (b) determine whether to
coordinate or integra;e agriculture programs with development efforts in
health and nutrition, rural education, and community development; and
(d) establish realistic achievement targets.

3. Prograﬁs for creationi: of employment opportunities off the farmer's
own farm should be considered for heavier emphasis in relation to programs
designed to increase production on small farms through improved technology,
or in some cases as alternatives to such programs. Incomplete evidence
suggests that empioyment opportunities do exist and might be increased in
both the small farm and the large commercial farm sectors, and that the
marginal income received by many farmers from such iabor may be high in
relation to the return from increased application of theixr iabor on their

own small farms.
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4, Greater weight should be given to farmer motivation and to his
risk problems in the credit and technical assistance programs. We suggest
the possibility of experimenting with expanding and broadening the coverage
of guarantee prcgrams such as that in Costa Rica in which farmers who are
unwilling and unable to assume large risks are guaranteed against loss when
they accept credit and change production methods. We also suggest explora-
tion of the possibility of experimenting with the use of direct subsidizaiion
of the use of credit and changed technology by farmers at low levels of
income and net worth,

5. The package of services provided the farmer should be basically
centercd upon the economics of the farm rather than upon production tech-
nology. Assistance provided the farmer should be designed to improve the
operation of the whole farm as an economic enterprise (i.e., increase the
farmer's total profit or at least the total return to his non-cash outlays),
rather than to increase his production of a particular crop. Similarly,
assistance to a particular crop should be related to increasing returns
frem it rather than maximizing production. This suggestion will require
additions to and mﬁdifications in the agricultural research, education,
and training, and the farmer technical assistance programs now bLeing
supported, but will give them the focus they need.

6. Significant support cf farmer technical assiétance activities
{(extension or "promoticsn") should be preceded by thorough investigation
of the adequacy of the 'technological packages' which can be offered the
farmer, Such investig~tion should include testing under farm conditions
and the application of economic as well as production criteria.

7. We recommend consideration of expansion and testing in other

countries of area programs such as the Colombia Pilot Area Development Project.
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While we have some question as to the extent to which such projects can be
multiplied, they have the great advantage sf combining credit and services
to farmers with activities directed toward ameliorating transportation,
marketing, and other constraints affecting those same farmers, and at the
same time offering them worthwhile off-farm empluyment opporturnities,
Through such activities as road building by farmers a considerable part
of program costs result in a one for one increase in the farmers' net
income from wages, without regard to benefits of other project activities.

8. We urge consideration of activities designed to assist the farmer
through non-governmental agency administered programs operated by private
sector organizations subject to direct influence by profit motivation and
other producer interests. The operatioa of programs through Cooperatives
offers one possibility. This would require some modification of existing
cooperative programs in terms of emphasizing a Cooperative role of providing
tc members integrated s2rvices including credit, technical assistance,
input supply; and product marketing services. Another possibility is the
use of private producer associations such as those which have operated in
the export sector in connection with coffee and other products., We
recommend that efforts in Costa Pica, to experiment with a program operated
through the coffee organization but for production of ather crops, be
supported and vigorously encouraged and that such an approach be tried in
other countries.

9, Programs for improving the welfare of small farmers should
include adaptive agro-economic research as one of its major elements.
It should be conducted both in experiment stations and in farmer field
trails and demonstrations. It should be designed to develop technological

packages of agronomic and economic recommendations for particular crops,
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the results of which will be dramatic and stable enough in terms of production
yield increases and increases in net income to convince farmers to make
changes in cultural practices. These recommendations should be directed

at the operation of the whole farm as an economic enterprise and need to

cover the whole area of variable options in the farmer's decision making
process prior to and during the cultural operation per se.

10. We recommend a relatively greater concentration on problems of
infrastructure and sector structure than is contained in any of the pro-
grams examined., Recognition of a need for dealing with such problems is
shown by the fact that the programs in all three countries contain elements
related to them. In all three, however, such activities are little more
than token in their scope and influence. Marketing and transportation are
particularly vital in this connection. All descriptions of the sector in
the threce countries discuss its dual nature, the problem of the structure
of land ownership, and the need for programs to deal with that problem.
Programs are, however, limited to titling of existing small farmer holdings,
some rather tentative land purchase and government land sales programs,
and a program of colonization (in Colombia). In general, only titling
programs are assisted by AID, We recognize the potential sensitiveness
of this area and the reasons for existing agency policy and practice
with respect to it. Our observations, however, lead us to believe that
there are opportunities for enlarging small uneconomic holdings through
purchace of other small holdings and for sale of portions of large holdings.
We recommend that such possibilities be more thoroughly evplored and that
consideration be given to financial support of them. The program for
guaranteeing to the land seller payment by the purchaser being tested in

Coesta Rica offers a pessibility which might be expanded and tried elsewhere.
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11. Those program elements of a non-agricultural nature such as
education, health and community development, which are indirectly related
to improvement of the welfare of small farmer population and are quite
long run in their impact are, in concept, appropriate for inclusion in
agriculture sector programs. When they are so included they should be
given more emphasis and support than is presently the case. Similarly
their content needs to be more specifically related to the "life situation"
faced by small farmers. Their nature differs so significantly from the
nacture of programs designed to produce tangible results in production and
income terms in a defined peviod of time as to suggest to us that they are
more appropriate for inclusion in integrated programs designed to develop
particular gecgraphic areas.

12, As indicated below, a prucess of analysis and evaluation should
be required as a significant element in all sector programs. The import-
ance of the analysis element has already been discussed. The evaluation
element should contaiﬁ components velated to appraisal of overall program
results in relation to objectives and purposes and should include coopera-
tive evaluations by the country and AID of results of programs, components,

and options being tested.

c. SECTOR ANALYSIS

1. Sector analysis is an ¢ssential requirement of a sector approach
and should be made a required condition for the provision of assistance on
a sector basis regardless of whether assistance is in the form of program
assistance for sector budget support, of financing individual projects
within a framework of a sector program, or of sector loans for finaucing

both project and non-project components of a sector program. It should be
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established as an on-going function and conuist of an institutionalized,
continuous process of data gathering, analysis, interpretation, and evalua-
tion rather than a study or series of studies. It should be considered to
be a process with stages but without an end. Results should be incorporated
into a definite document (or series of documents) which describes the sector
including changes over time, sets forth the interrelationships within it

and with the rest of the economy, identifies major problems, analyzes
alternative solutions, and evaluates results of programs. The nature and
character of the pcocess will, of course, vary sowewhat from country situa-
tion to country situation. Especially in its earlier phases the nature of
the process will depend upon (a) the characteristics of the sector and the
nature of the problems, (b) the amount and level of existing analysis
concerning the sector, (c) the amount and quality of available data, (d)

the availability of qualified staff and administrative arrangements :under
which they can be employed, (e) the degree of commitment of the country to
development of the sector and to the necessity for such a process.

2. We consider, however, the following elements as basic components

which should be included in any sector analysis process.,

a. The establishment, funding, and staffing of an organization,
appropriately located in the governmental structure, and provision
for required staff training.

b. A bringing together in descriptive manner of existing knowledge
about the sector and its performance and its relationships to
other sectors of the cconomy (including other related segments
of the overall functional sector, if less than the whole sector

is the focus of the analysis and program).
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C. On the basis of the descriptive study, an identification of
gsector development problems and of subject matter areas for
which analysis and data and information are lacking. From this,
an array of particular analyses needed can be prepared and
orders of priority established. At this point, a determination
ghould be made as to whether adequate data exist to permit
the carrying out of a quantitative study linking the sector to
the other segments of the economy.

d. The conduct of a series of partial analyses in accordance with
the priorities established. Such studies should be analytical
r~ther than descriptive, but need not require the use of highly
sophisticated methodology demanding large quantities of highly
accurate data.

e. As the series of partial analyses develops, a point will be reached
at which alternative policies and investment programs can be
delineated and their costs and benefits assessed. Questions
with regard to validity of assumptions or reliability of data
ahoula be examined by "field checking" through surveys or case
studies.

f. A continuing overall analysis, integrating the results of partial
analyses and of analyses of alternatives and identifying and
filling gaps.

g. Provision for feedback from experience, field testing, further
partial analyses, and program evaluations,

3. Such a process should be the responsibility of the aid-receiving

country supported by any needed technical assistance furnished by AID. We

believe that the assumption of a leadership role by the aid-receiving
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country, rather thau by AID, is highly desirable and should usually be made

a condition of sector assistance even, if necessary, at the cost of significant
delay in getting the process underway and/or in reaching the highest level

of effective operation.

4, Analysis carried on under this process should be conducted with
analytical rigor and within a disciplined framework cf defined parameters,
hypotheses, and assumptions. The use of input-output and other mathematical
techniques may be uscful in establishing inter- and intra-sector relation-
ships. There may be instances in which the analysis process has progressed
far enough and the analysis agency capability has advanced sufficiently
that it might be appiopriate to consider attempting to construct some kind
of national sector integrating model. As indicated in the report on the
evaluation of the Colombia program, we recommend continuation of the mathe-—
matical modeling analysis which is underway there. We alse recommend
special analyses of certain areas, re-cxamination and reappraisal of some
assumptions, and further disaggregation (see Report of Evaluation of
Colombian Sector Programs, Chapter 3). However, we do not recommend that
a similar type analysis or major attempts to utilize other techniques for
development of overall sector models be undertaken for agricultural sector
analyses, for programmatic purposes in other countries at this time.

We belicve that the Colombia analysis should be further refined, disaggre-
gated, and tested before a similar effort is undertaken elsewhere. It
appears to us that until a substantial amount of the preparatory data

collection and analysis, including study of a considerable range of

lThis is not to say that AID should not undertake or sponsor "state
of the art" research on new methodology for sector analysis. It may well
be that the current state of mathematical modeling as a tool for sector
analysis makes it a very appropriate subject for AID conducted or supported
methodological research.
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subsector problems, issues, potentials, and alternatives, is completed,
extensive mathematical modeling is likely to be premature. We believe
that the key to the analytizal process is the building of a strong and
effective analytical base from a continuing series of partial analyses
that are constantly providing greater insights into solution of problems
and pointing the way toward selection of suitable policies and programs
for development of the sector.

5. Ideally, the process of sector analysis should be well advanced
before a decision is made to provide assistance in support of particular
sector programs or a general support of a sector. This assumes added
importance when one considers the time required to conduct the analysis
and the at best uncertain results of traditional programs adopted without
the benefit of comprehensive analysis. We recognize, however, that "time
marches on'" and that it may not be practicable to wait until extensive
sector analysis is completed before undertaking some assistance to the
sector., We recommend that, when other considerations do not require an
immediate and large assistance commitment but do require a commitment
before sector analysis is well underway, an attcmpt be made to limit
assistance to that required to get the analysis process underway, to
support and sustain it, and to provide any technical assistance required
for it. Tt seems reasonable, under circumstances in which programs in
the sector appear, after such examination as it practicable, to be produc-
ing worthwhile results, to provide in addition limited amounts of funds in
general support of the sector and a governmental commitment to increase
sector investment or to make changes in policies and resource allocations
within che sector. In such cases an attempt should be made to bring such

analyses as exist togzsther in a way which identifies the probable most
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important pioblems and suggests strategies which offer some promise of
success. As a minimum any sector loan made should require the immediate
institution of a systematic analysis process and, if necessary, provide
funds for it.

6. In all cases, however, when sector approaches are first under-
taken, purposes and objectives should be considered as tentative and
strategies and programs as experimental, even when supported by considerable
analysis. Careful analysis can assist in avoiding mistakes, point likely
directions, and suggest possible results. Analytical constructs are never
reality, however, and programs can only be proved in application. We cite
this obvious and perhaps trite truth because it is so easy to lose sight
of it in the demands upon resources of time in the carrying out of programs,
as appears to have becen the case to varying degrees in the programs

examined.

D. AID PROCESSES

1. The Latin American Bureau should review its processes and pro-
cedures for considering sector assictance, for implementing such assistance,
and for monitoring its use with a view to adapting and modifying them to
conform to the nature and form of sector assistance and the circumstances
under which it is provided. Such a review should involve a recognition
of the implications of the new form of assistance which has been added to
traditional program and project assistance. Preparation of a detailed
procedure for providing secto. assistance is beyond the scope of this
evaluation. However, suggestions as to the general nature and content of

the process are in order and are given below.

-27-



2. We believe it is important in undertaking such a review both to
relate and to distinguish the host country planning and programming
processes from those of AID. Both of these can be thought of as consist-
ing of successive stages, which are themselves part of cycles in which
the results of programs are taken into account in revising strategy, plan-
ning, and program content,

Host Country

- overall development strategy
” sector strategy and planning sector analysis and evaluation
- sector programs
- analysis and evaluation of
results

The host country's sector analysis can be conceived as the continuing
study of the problems and experience at all levels of planning and imple-
mentation., The studies may be embodied in a sizeablé number of documents.
To be most useful, however, the results or conclusions presumably need to
be embodied in the summary statements of strategy definition and criteria
for program and project selection.

Analogously on the aid planning side, a continuous process of
"assessment” of the situation and evaluation of results shculd provide

the basis for AID policy and prugram decisions.

A.1.D.
- aid pclicy - D.A,P.
- sector strategy and plan--
(strategy statement) sector assessment and evaluation
- sector program
- loans - IRR/CAP
- grants - PROP
- analysis and evaluation

of results
3. Considering the stages of aid policy and program formulation, we
suggest that there is need, between the general Development Assistance

Program (DAP) program policy statement, and the loan and grant program
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approval documents, for a summary sector strategy paper which would bring
together the major findings of the contiauing AID assessment and evaluation
process and set forth a carefully reasoned course of action that explores
pros and cons and alternative approaches. This paper should pose the
alternatives in the form of issues for AID decision -- whether by approval/
disapproval, or choice of order of preference of alternatives of undetermined
feasitility.

We believe this intermediate sector strategy or planning review 1is
needed to provide an occasion for objective discussion not well afforded
by the more general D.A.P. reviews, ov by the loan and grant project
approval documents. The IRR document appears to have developed, probably
as a practical necessity, into a kind of "first draft CAP." The CAP itself
has functioned essentially as an "advocacy" document, serving the essential
function of justifying the assistance being proposed, including many legal
and other considerations involved in a sector approach. While these devices
might be modified to give them a more systematic "counter-advocacy' treat-
ment, it seems preferable to have a separate and more detailed examination of
the host country's and AID's overall sector programs.

On the other hand, the basic documents of the country's sector analysis
and AID's sector assessment and evaluations may be toc large a package for
easy digestion, and may not formulate issues in a form suitable for
decision-making. Therefore, it seems preferable to ha.e a summary docu-
ment of manageable size that poses questions for decision on the basis
¢’ the conclusions and relevant evidence from the various background

studies.,
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4, A reexamination of programming processes should:

a. identify the types of sector assistance the Latin American
Bureau expects to provide in the future, and how they may be
related to particular stages of sector planning and development,
For example, it may be appropriate to provide assistance for
sector analysis and/or general sector support at one stage and
varying degrees of projectized assistance at other stages.
Timing requirements also need to be taken into account. The
shorter the time available, the less comprehensive the
supporting analysis can be, and the more limited the institu-
tional preparation. Correspondingly, the program commitment
necds to be limited, and deficiencies carefully provided for.

b. analyze the stages through which each type of assistance must
go in the process of its development, approval, implementation
and evaluation;

c. identify the decisions which must be made at each stage, and
the information and analysis required to reach them.

From the point of view of AID's processes and for consideration iﬁ

a review of the processes, a sector program may take a number of forms
including as possibilities:

a. General support of a level of investment in a sector including
(1) general budget support of public activity in the sector,
with or without conditions precedent to disbursement relating
to general or specific undertakings by the government; (2) pro-
vision of funds for relending for support of agreed upon sector

activities;



b. budget support of specifically identified programs, activities,
or institutions in the sector; ‘

c. financing of identified costs, foreign exchange or local, of

particular projects in a sector program; and

d. any cembination of a., b., and c.

5. Review of current processes should further include an examination
of the purpose and content of existing documents involved in the program-
ming process and the procedures under which they are prepared and used.

In particular, the process for preparatibn of DAP's, IRR's and CAP's and
the current requirements and practices with respect to their purpose and
content should be reviewed. The possible need for some kind of summary

strategy paper as suggested in 3. above and its effects upon the system

of documents and procedures should be taken into account.

6. There should be a reexamination of the nature of the prescribed
cost/benefit or other "economic feasibility" analysis to provide for
relating it more specifically to the type and purpose of the assistance
being provided and to adapt and improve the methodology employed.

7. Once the review process is complete, its results should be
incorporated into some form of policy and precedural guidance. In this
connection, two approaches might be considered. First, there might be
an approach under which uniform processes and documents with prescribed
content are established and required for each type of assistance.
Alternatively, an approach might be adopted under which the basic stages
of the process, the decisions required at each stage, and the information
and analysis required to support them are outlined in general terms for
each type of assistance, and the development of the exact process,

documentation, and content required worked out in each case prior to
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yroceeding te the next stage of development. Under such an approach,
required procedures and documentation would be established in the AID sector
strategy statement, with successive revisions as events may require.

The desirability of varying the content of documents and the type
of analysis required in accordance with not only the type of assistance
being provided but also wiih the stage to which the assistance has pro-
gressed in its development, together with the probability that assistance
may be provided in many instances before the full development analysis
process is completed, tends to support adoption of a flexible system. The
fact that in practice the package of assistance may include some cumbination
of the possible types rzther than ore clearly delineated variety would also
support such an approach. Adoption of flexible procedures, however,
requires discipline and care in their use for otherwise there will be
little or no guidance.

8. Policies and procedures for monitoring the implementation of
loans and for release of funds should be related to (1) undertakings to be
required of the countvy with respect to sector investment and budget
levels, legislation or organization changes, and the like; (2) activity
input goals and targets; (3) intermediate output goals and targets; and
(4) ultimate program purposes and objectives. Policies and procedures with
respect to each of those chould then be related to the type of sector loan
and the circumstances in which it is made. For example, if a loan is for
general support of investment in a sector (or a particular subsector), monitor-
ing and fund releases should be related tc investment and budgeting levels
being achieved without positing a spurious relation to specific activities
and without atteampts to attribute the use of AID funds to the support of
particular activities. When specific activities are financed, monitoring
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of progress and release of funds can be related to activity inputs and
intermediate output goals and targets on a scheduled periodic basis.
Monitoring against program purposes and objectives should include two
elements, periodic reports derived from the established analytical process
itself and additional evaluations conducted by teams, preferably consisting
of country and AID members, directed specifically toward program results
rather than intermediate outputs. Regular self-evaluation reports should
be prepared no less frequently than annually. The timing of special
evaluations will vary from case to case depending upon reasonable expecta-
tions of when some results may begin to be realized. In general, it would
seem that such evaluations should be conducted within a maximum of two
years after a sector program is first begun, updated annually thereafter,
and at. any time AID is considering a new loan.

9. The task of planning and carrying out the whole range of
activities included in the processes of sector assessment, sector analvsis
and of policy and program design, selection and implementation requires a
wide range of staff. We believe the Latin American bureau needs to provide
for technical, maAagerial, and evaluation staffing in numbers and variety
well beyond the levels used in designing and carrying out the sector loan
programs in the three countries. The Bureau should determine these require-
ments in detail, through a special study, including consideration of whether
to meet them through direct hire resident field personnel, Washington staff,
or long or short term contract people. We suggest that particular attent.’on
be given to freeing professional agriculture advisors from the burdens of
administrative and managerial duties that may keep them from less urgent

but ultimately vital analytical and advisory work.
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CHAPTER 2

gttt e,

SUMMARY ~ THE AID AGRICULTURAL SECTOR PROGRAM

A. GENERAIL DESCRIPTION

The AID agricultural sector program in all three countries consists
primarily of an overall multi-yeat loan (or series of anmnal loans as in
ihe case of Colombia) under which funds are made available for financing,
through the countries' budgetary processes, local (usually up to a
specified limit) and foreign exchange costs of a number of specified pro-
grams or projects in a selected segment of the agricultural sector.
Uspally each program or project includes a number of identified activities
cach of which has its own stated purposes and which may have specific
accomplishment targets. The agreements under which the luans are made
commonly contain a number of conditions precedent to disbursement usually
relating to requirements for organizational, procedural, and administra-
tive changes in institutions operating in the sector and to required
increases in budgetary allocations in the sector and to amounts to be made
available for projects supported by AID funds on to which AID support is
attributed.

In addition the AID programs contain grant financed technical
assistance projects designed to improve country capabilities to carry
on the program being assisted by the loans. They may also contain an
occasional individual loan related to but mot a part of the "sector loan"
as ia the case of the Cooperative loan in Guatemala and a similar loan
being considered for Costa Rica.

In the case of Colombia and Guatemala the program is carried cn in

more or less close relation to a multi-year (four or five year) planm for
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overall and agriculture sector development. Those Plans include objectives
for the economy as a whole and for the entire agricultural sector as well
as the segment chosen for AID support. Programs and projects in other
parts of the sector receive both country support and external assistance

from other institutious.

B. HISTORICAL DEVELOPMENT

The 'Sector Approach" and programs in the three countries have some-
what different roots and have developed out of somewhat different circum-
stances. Their development, however, has many elements in common. The
initiative and leadership of AID, rather than of the host government, in
development of the approach, the analysis process, and strategy and program
content, has been an important distinguishing feature of the process in
all three countries. While the nature of the program has been consistent
with country policies, the form of assistance developed has generally
conformed with country desires, and there has been participation in varying
degrees by country personnel in the analysis and program development pro-
cess, the great bulk of the work has been undertaken at AID initiative.
Program development in all three countries was strongly influenced by the
search by the Latin American Bureau for new and more effective ways of
providing assistance under circumstances in which the rationale for previous
methods of assistance seemed to be becoming progressively less applicable.

Project assistance was considered to be limited in its developmental
impact. Further, there was a scarcity of good projects ready for financing,
aind other institutions stood ready to finance them when they did become
available. On the other hand, the balance of payments situation of most

Latin American countries had so improved that there was little justification
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for general support of development on balance of payments grounds. Further,
experience had shown that it was more difficult to relate general balance
of payments assistance to the more micro requirenents of developmental
problems. Attempts thus were mace to develop an approach to program
formulation and provision of assistance which would be related to specific
developmznt prohlems in a context of a system of relationships broader than
that involved in individual projects but not involving the necessity for
consideration of the entire economy and all its interraslationships and
cmplexities.

At ihe same time, the Bureau, thke Agency as a whole, other assistance
providing institutions and developing countries were becoming increasingly
concerned with the question of the distribution of the benefits of growth.
In addition, there was particular concern, especially in a latin American
context, with rapid rural migration to the cities and with the poverty of
the rural population. Finally, the historic AID attention to agriculture
was being reinforced by Congressional presentations and legislative history
stressing the necessity for still greater emphasis on agriculture, health
and education.

These strands all combined to result in the development of a sector
approach_in agriculture with the welfare of the small farmer as its
principal focus.

The sector approach in Colombia which is cited as an example of the
way such programs have developed, grew out of a combination of the following
circumstances:

a. a general context in which AID and international financial

institutions had been providing Colombia with an annually

agreed upon amount of assistance justified on balance of
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payments grounds and in which AID provided program loans for
financing imports with the counterpart of AID assistance being
used for support of agricultural credit and other programs, while
other institutions financed individual projects;

b, what was considered to be a 'political requirement' to provide
Colombia with an amount of assistance which approximated the
average amount provided over the proceeding three years and
supported by a determination by the Consuitative Group under
IBRD chairmanship that Colombia required a continuation of
assistance;

c. an improvement in the Colombian balance of payments position
which made it difficult to depend upon the previous balance of
payments and programs loan justification;

d. a scarcity of individual projects available for financing and
a willingness on the part of other institutions to finance
worthwhilé projects when they appeared;

e. the resulting need for development of a new rationale for
assisﬁance; and

f. a low volume of domestic savings in Colombia which provided an
opportunity to shift the rationale for assistance from a foreign

exchange to a domestic savings gap approach.

C. SECTOR DEFINITION

The program in all three countries is directed at a portion rather
than the whole of the agricultural sector. The segment chosen is that
portion of tke sector which consists of "small farms" on which production

is primarily for the domestic market and accomplished by the use of
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"eraditional® as opposed to "modern' production methods. In the earlier
Colombian loans, the foreign exchange component was designed to finance

the importation of production inputs which would assist all elements of

the sector, and especially the larger farms, while the local costs and
counterpart portions were to assist the small farm subsector. The financ-
ing of imports for all parts of the sector is, however, no longer an element
of the program.

The “targe. group” of the programs in all three countries is then
the so-called "small farmer" ("small and medium" also frequently slips
into discussion of the target groups, apparently in recognition of the fact
that in practice it is difficult to reach the smallest farmers). 1n the
Costa Rica program a small farmer is defined as one whose annual net income
is less than 25,000 colones (about $3,000). In the case of the other two
countries, there is no definition of a small farmer and considerable
variation in view exists as to what a small farmer is.

In practice the programs are of a size which can cover only a small
portion of even the small farmer segment of the farm population. In
Colombia the credit program (that portion of the program which absorbs
most of the funds) is designed to reach only about 35,000 farmers out of
a total of 1,000,000 farms of less than 3 hectares in 1$60 according to
one estimate and 600,000 such farms according to another estimate, and out
of 300,000 farms of less than one hectare according to the latter source.
The Pilot Projects program will reach even fewer. In Guatemala the target
for the credit and technical assistance program was to reach 11,000 grain
farmers (3 percent of the tetal), 15,000 "diversified" farmers, and 2,000
artisans. In Costa Rica it was recognized when the program developed that,

while such farmers were not precluded from participation in the program,
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some 60,000 rural dwellings (one half the total farm population) holding
less than one manzana (about one and one-half acres), would be reached
only in unusual circumstances. With the exclusion of coffee, livestock
and other export crop farmers, the target population is still further
reduced.  The credit program was designed to reach "up to 5,000 farmers"
during a four-year period.

A "multiplier effect" is expected to affect a larger portion of
the small farmer population in all three countries. The program seems
also to have induced the banks in Costa Rica to provide credit more

to
extensively/small farmers.

D. PROGRAM PURPOSES AND STRATEGY

The programs in all three countries have major common elements. All
three stress the ultimate purpose of increasing the income and welfare of
small farmers. Increased production of specified crops for purposes of
national objectives, aside from income increases for smaller farmers, is
also an element in all three. Increased productivity by the small farmer
is also alluded to as being an objective in all three countries.

The second major objective common to all three programs is the
bringing about of institutional reform and strengthening of planning,
management, and administrative capabilities of governmental institutions
operating in the sector. While specific approaches to accomplishment of
this objective vary among the countries, in terms of operational influence
on the nature and content of the program, it is of at least equal if not
greater importance than the small farmer welfare objective, In one sense
improvement in institutioual capabilities is a part of the strategy for

accomplishing desired purposes rather than a purpose itself. However, it
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is quite clear that in all three countries, it has been a most important
operational objective.

Other objectives commonly listed include increasing agricultural
employment, changing income distribution, increasing productivity of land
and labor, increasing production of food crops, increasing exports, reduc-
ing migration to the cities, and stimulating a more participative type of
decision-making. However, most of these objectives seem to have had little
nractica! influence on the program strategy and content, possibly because
of the absence of specific targets or of specifically designated means for
their accomplishment.

The central program strategy in all three countries is one of
attempting to increas. the production of grains and other products, pri-
marily for the domestic market, through the application of improved
production teclinology accomplished by the provision of production credit
and technica) assistance, supported to a considerably lesser degree by
marketing ond other services. Credit and services are provided through
governmental instituticns, or through such institutions as banks and
cooperatives whose programs are finmanced and coordinated by government
institutions. As indicated above, a further element in the strategy is
the improvement in the ability of institutions involved to deliver required
services in a timely and coordinated manner.

The salient featurcesof such a strategy deserving of note are (1) its
exclusive emphasis on +.creased production on small farms as the means of
increasing income without direct consideration of agricultural or non-

agricultural employment as either an additional or alternative means to
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that endl; (2) a resulting lack of differont ation in stiategy to
accommodate differences in small [arwmor characteristics and problems; (3)

a technological rather than an cconomic appiroach to the problem at both the
national and the farmev level; (4) dependence on programs planncd, operated,
administered, and/or coordinated by covernmental institutions with little
or no reliance on private sector organizatiouns and institutions; and (5)

memission of private investment, ovofit, awd risk considerations at both

vhe sector and farm levais.

E. PROGRAM CONTENT

The most heavily emphasized elementsin all three programs are:

a. tochnical assistance ond budcet support for improving the insti-
tutional base for proviiion of integrated services to the small
farmer and for pianning and cvaluating programs including (1)
support of reovgauizat.on of institutions within the sector and
of e establishment of changed organizational relationships;
(2) enhancemeat of planniug, policy making and control functions
of the mircistry of agricnltuve; and (3) improved program and
project management methods relativg to financing, budgeting,
inter-agency funcitioval assignment and cooperation and coordina-
tion in progroi implomcniativu; Progress reporiing, and evaluation.
Decentralization to the regional level of decision making and

project formulation 1is & significant feature of all three programs.

lConsidcraLion of the possibility of employment generation in the
small farm sector is a central fcature of the mathematical modeling analysis
in the Colombia program. However, it has not yet directly influenced
strategy and program content.
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b. provision of funds for production credit to the smali farmer for

the purchase of such items as fertilizer, seed, and pesticides;

c. technical assistance and budget support to provide the farmer

with assistance in adopting production methods and technology,
cither by traditfonal :xtension service operations oz through
use of special "change agents." This assistance 18 oriented
toward increasing the production of particular crops and is

not. related either to the economics of that production or to the
operation of the whole farm as an economic enterprise,

Other program elements in all three countries include technical assis-
tance and financial support for land titling Activities described as being
related to problems of land tenure and agrarian reform; and assistance
tc agricultural education and agricultural research projects related
primarily to research on production technologies. The Colombian program
includes in addition, a pilot development activity with a small geographic
arca focus in which assistance is provided in a coordinated manner for
construction of self-help feeder roads, credit, and technical assistance;
fisheries, forestry, and other natural resource activities; and assistance
to GOC programs for settliement in the lowlands.

All the programs contain activities related to marketing but none
really addresses in an organized way the marketing system, including its
structure, organizacion, and operation, either for the farmers' production
or for production inputs. The Colowbia program does include a few
activities designed to increase and bring input supplies closer to the farmer,
In general, however, marketing activities are related
to the provision of equipment for and the fimancing of the construction of

on-and off-farm grain storage facilities and technical assistance to
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governmental institutions involved in storage and price stabilization activi=~
ties, Such assistance is, however, much more related to internal management
and administration than to pricing and other policy questions.,

The Guatemala and Costa Rica programs contain a significant element
of assistance to cooperatives in the form of technical assistance to
cooperative federations and funde to be used for credit for members,

Ia the case of Colombia this kind of specific program content seems
to have evolved rather gradually. In the first loan emphasis was placed
on institutional reform and adminiitrative iwmprovemen:; improving the
planning and analysis capabiliticz of the Ministry of Agriculture, and
conduct of studies and analyses necessary to development of a sector
strategy and sector programs; and an increased sector budget and increased
investment in the sector. The Jloan papers and loan agreements stressed
use of the loan for assisting in thce accomplishment of such programs.
Foreign exchange was to be used for agricultural imports which would
benefit the larger, commercial [avm subsecror. Counterpart proceeds were
not earmarked for specific projeccts. Instead, priority program areas were
designated to which such funds were expected to flow, including penetration
farm~to-market roads, credit, marketing, and research and extension activi-
ties.

The 1969 loan continued th~ cmphasis in the 1968 loan with perhaps
even more stress on carrying on needed planning and analysie activity.

More specific activities and policies related to exports and imports were
emphasized, Again no specific projects to be supported were established.
The 1970 loan continued the major emphases of the 1968 and 1969 loans but

indicated specific areas of the sector expected to be supported and amounts
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of money requested by the GOC for such areas. The objective of assisting
the small farmer began to assume more prominence.

The 1971 lcan moved to setting up specific activities and agencies
to be financed with plarned amounts of support indicated with quantitative
performance and subsidiary operational targets established for each. This
approach was continued in the 1972 1loan.

In the Guatemala and Costa Rica prograis, specific program areas and
activities to be supported were established when the sector loans were
made. In practice, some shifts have bezn made in the individual projects
supported under the Guatemala loan but its program content remains basically
unchanged.

The documents describing or supporting the programs all discuss
increased employment as an objective and talk about the amounts of employ-
ment that will or could be generated from increased production and shifts
to labor intensive crbps. However, excent for the roadbuilding activity
in the Pilot Projects program in Colom!-‘a, none of the programs contain
any activities directly and specifically directed to employment generation
per se. This omission is especially important in view of the widespread
practice in all three countries of small highland farmers in larger
numbers migrating for periods of months to the lowlands to work for wages
on larger commercial farms. It also appears that there are significant
opportunities for wage employment on many of the farms in small farm areas.
The possible potential for employment off his own farm as a means of
increasing his income is further suggested by the data collected under the
so-called "Base-Line Study" just completed in Costa Rica but not yet fully
analyzed which shows that approximately 50 percent of the total income
received by farmers included in the sample was from sources other than

production on their own farms.
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Research elcments of the programs are almost entirely directed toward
the technology of production of particular erops rather than toward the
economics of production or the eoperation of the whole farm as a production
enterprise carried on for cconomic purposes. 1t is planned in Cuatemala
to incorporate econamic elemeuts into the research program but this has

naot yet happened and there is no emphasic wpon it in the AID loan,

1. FOCUS ON PARTICULAR CROPS

Credirt aod rechnical assistonce uader ¢ll three programs in practice
are generally used in comnection with the preducticn of the same crops, i.e.,
cow, rice, beans, grain sorghum, vegetables, and fruits. Usually export
crops such as coffee, banunas,; sugar and cotton, and beef production are
excluded, The progvoms all dif%:r, however, in the nature of focus on the
crop component. In Colombia there is na spacial focus on the production of
particular crops. However, the credit and technical assistance provided
flow to such crops becavse credit ¢ fied o their production and the
program is directed towardse farmers who traditionally produce them. In
contrast, the Guatemala program divocts major attention to the production
of the basic grains and, ir pracrtice, a few "diversified crops" (principally
vegetables and {ruits): contains two specific projects for increasing the
production of those crops; and scis up specilic overall and crop-by-crop
productioa increase largets. Orvedit is ciced to the production of particular
crops. The aualysis which support the Costs Rica program and the CAP
indicate that corn, beaas, rice, cocao, plantano, coconut, swine, dairy
products, epgs, f{ruits, vegetables. fiovers, spices and seeds were selected
as the "priority crops" best firting the objectives of the sector loan.

(In practice, the program has been dominated by rice, corn and dairying.)
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However, no overall goals for increased production or for increases in the
production of particular crops hav: been established under the program.

Crops to be emphasized are selected each year, and annual goals for increases
in their production are established. The farmer is, however, left free

to use his credit and credit financed inputs for whatever crops he

chooses (other than the ineligible crops).

G. PROGRAM TARGETS

Specific qdantity targets are set up for activities financed under
the Colombia leoans. These are divided into "Performance Targets' which are
subdivided into "Operational Targets.'" Examples are:

1. Performance Target - "to increase by 10 percent annually the net
return to a winimum of 21,250 small farm operators"

Operational Target - '"to extend supervised credit to a minimum
of 13,750 newly titled small farm operators in the agrarian
reforn pfogram; to provide production credit for up to 7,500
small farm operators in selected pilot development areas"

2, Performance Target - '"to accelerate the creation of new work
opportunities in rural Colombia through activities which
broaden land ownership, develop natural resources, and improve
rural infrastructure"

Operational Target - '"to increase the rate of land titling by
INCORA (the GGC land titling agency); to complete the following
'first step' priority actions so as to accelerate the proper
exploitation of Colombia's natural resources pctential (a)

to complete a forest inventory covering 200,000 hectares;

(b} conduct four studies to determine natural regeneration
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In the case of Colombia and Guatemala, little progress reporting
was done in the early phases of the loan. Now reports of activities
undertaken and planned are received and reviewed in connection with
requests for disbursement of funds. Review of such requests is, however,
in terms of indications of funding needs rather than program progress.
There have not been regular and systematic reviews of progress against
cperational targets in the case of Colombia or against production and
planting targets in Guatemala.

In the case of Costa Rica, a system was incorporated into the program
at its beginning. Under this system quarterly reports are prepared for
each project to indicate progress and problems. These reports, however,
are primarily in terms of inputs. 1In addition an annual (previously semi-
annual) evaluation is made by CAN with the help of an outside contractor.
These evaluations have dealt primarily with the credit program and
ministry reorganization. They have dealt with inputs and with intermediate
outputs such as voluﬁe of credit extended, number of new loans made,
number of extension personnel trained, and similar meéasures.

In none of the countries has provision been made for evaluations
which make possible appraisal of results in terms of effects on the income
of small farmers c: of comparative analysis of results of different program

" components or of different ways of providing services to the small farmer.
There thus does mot exist a basis for making program revisions, course

corrections, or strategy changes.

I. METHODS OF FINANCING
The loans to all three countries provide for the financing of both
local and foreign exchange costs. Local cost financing has, however,

been by far the largest element of financing. For example, the 1971 and
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1972 loans to Colombia provide for $57.9 milijon ot local cost financing
as compared with only $900,000 for foreign exchauge costs. The Guateniila
loan agreement contains a limitation of $12.2 of lural cost financing out
of a total loan of $23 million, However, that limitation has been reached
while less than $1 million has been spent foiu foreiga exchange costs and
there is little prospect of significanily increasing the amount. Requests
have been received for the removal of the Limitation. Of the $16.4 million
Joan for Costa Rica, over $11 million wa:z planned ict financing local costs.
L. the case of Colombia, the loan agrecments are not clear concerning the
actual use of AID funds for loan agrecment purposes, wilh some provisions
requiring the use of funds for anthorized activities while others provide
for comingling of AID and other funds at thc agency and program levels for
projects and programs which include activirics in addition to those
set up in Lthe loan agreements. In fact, AlD funds tlow through the regular
budgetary and fiscal processes of the GOC and becowe comingled with and
indistinguishable from other GOC funds. Releases of AID funds are made
on the basis of reports of past COC expenditures aad estimates of future
GOC requirements for funds for activities eligible for support under the
Joan. 1I1n fact, then the loan is a form of direct support Lo the GOC
agriculture sector budget.

In Guatemala funds have been advanced for the credit programs with
the advance to be replenished as and when drawn dowa by the extension
of credit. Other local costs financed under the loan apparently are supposed
to be met by AID reimbursemcent for costs incurved for purposes authorized
by the loan. In practice, uncertainty seens to exist as to what costs are
reimburseable, and reimbursement scems to be made for costs generally
related to loan purposes rather than for specilic items. The USAID has
sought to administer the loan as thongh it were a loan for a number of
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individual projects whereas the GOG has considered it a sector loan

designed to support the general financial requirements of an agreed upon

gector program. This uncertainty has interfered somewkat with efficient

and harmonious administration of the loan.

J. ANALYTICAL BASE

Th» sector approach and AID loans in support of sector programs have
heen accompanied by analytical processes and methods which are somewhat
different in each of the countries.

The 1968, 1969, and 1970 agricultural sector loans to Colombia were
made as a part of a package of loans, including program loans made for
balance of payments support. The sector loans themselves contain a mixture
of justification in terms of the need for balance of payment support and
of the need for development of the agriculture sector. Balance of payments
considerations were dominant and no attempts were made to develop any formal
analytical basis for support of an agriculturzl strategy or a pargicular

~ctor program.

A strategy of attempting to improve the welfare of small farmers
which was partially involved in the earlier loans took fairly specific
form in the 1970 loan. This seems to have been based on the recommenda-
tions of a joint AID/Washington - USAID team report d:veloped in the Fall of
1969. Those recommendations and the strategy were not based on any formalized,
integrated analysis of the sector or the subsector. The team did, however,
recommend that a "sector analysis" be undertaken. During the period of
development of the 1970 loan, considerable dialogue took place between
AlID/Washington and the USAID concerning the economic rationale for loans
totalling $80 million. Balance of payments conditions were not cunsidered
as sufficient justification and emphasis shifted to sector reform as an
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objective with an accompanying shift from a foreign exchange gap to a
domestic savings gap as the basis for assistance.

An attempt was made but abandoned (wisely we think) to approach
the justification of assistance on a "two gap" theory basis and a preliminary
domestic savings gap model was constructed. The USAID has also prepared
a description of the sector and its problems based on past studies, surveys,
partial analyses, and experienced judgement. Finally, a large scale effort
ias been undertaken to prepare a comprehensive sector analysis involving
the use of input—output techniques to analyze the linkages between the
sector and the rest of the economy and a linear programming model to analyze
the potential of various objectives and the trade-offs involved in choices
of objectives. The results of both these efforts are incorporated into
a "Sector Analysis Document' dated April 1972 and now in process of revision.
This is considered by AID to be the most definitive statement of the basis
for the program sc far prepared. None of these analyses, however, has
served as a basis of program development. They have affected programs
carried on only insofar as their results have suggested that the program
and strategy already adopted are not inconsistent with the implications of
the analysis. The modeling effort constitutes a major contribution
to advancement of the state of art of sector analysis. However, becauce
of the cumulative cffect of limiting assumptions, the necessity for further
disaggregation, and the necessity for analysis of required supplementary
and supporting programs, we do not consider it yet to be an adequate basis
for overall secctor strategy and program formulation.

In Guatemala a study was conducted which brought together the
results of various previous studies and identified problems in the sector.

It apparently did influence adoption cf the strategy and program developed.
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It is not, however, a comprehensive, integrated analysis of the sector and
is in our judgement not thorough enough to serve as a basis for agriculture
sector strategy formulation or detailed program design, Those who conducted
the study recoganized its deficiencies and made recommendations for its
further improvement.

In Ccsta Rica a group of Costa Rican and AID economists and agricul-
turalists, chaired and led by the AID Mission Director, appraised the
past performance of the agricultural sector and its characteristics and
conducted and contracted for a series of individual studies covering the
areas of crop pricrities, marketing, provision of agricultural services,
credit, agricultural education, cooperatives, land tenure, and agriculture
sector institutions. An overall descriptive review contracted for earlier
was completed at about the same time as the series of individual studies.
These studies did serve as the basis for the program adopted. Lowever,
the nature and content of the studies, the type and extent of the analysis
made., and the precise relationship between the studies made were not set
forth in any single document,

The analysis undertaken in all three countries is essentially static
in nature. It accepts existing structural, price, and demand and supply
relationships in the sector and makes no attempt to appraise possible
results in changes in such relationships, One exception is the attempt
in Colombia to analyze the results of changes from less to more labor
intensive crops.

10 attempt was made to prepare cost/benefit analyses in connection
with the loans to Colombia. The CAPs contain no discussion of anticipated
or experienced costs or benefits attributzble to the program or of program

effects on overall production income, or employment in quantified terms.
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In Guatemala, projections made of expected increases in the production
of each crop included in the program, both annually and for the duration of
the program, based initially on information as to yield increases which
had been obtained previously through improved practices and as to
production costs, There was not, however, a specific linking of those
overall goals to the program,

The Costa Rica CAP contains a section entitled "Economic Analysis"
in which an attempt is made to justify the loan in terms of benefits to
the sector to be derived from its use, This is done by calculating cost
benefit ratios for credit applied to certain crops, averaging them, and
multiplying the amount of credit to be financed by this average. The
result is provided as a "rough approximation of the productivity of the
loan as a whole," Data is also included on production, consumption, and
inputs cf various crops and other agricultural products, apparently in
order to get some idea of demand and production potentialities., The data
arce, however, not especially discussed as constraints or directly or
quantitatively related to results expected from the programs.

For reasons indicated in the reports on the individual country
studies, we do not find these analyses in the CAPs to be dependable
indicators of probable program costs and benefits.

In the cases of Guatemala and Costa Rica the studies were conducted
prior to development of the loan papers and apparently were used as a
basis for program development. In the Colombian case, the analysis
was initiated some two years after the Ffirst sector loan was made,
although the need for some such analysis was recognized from the beginning.
The decision to initiate a sector analysis there apparently grew out of a
felt need for (a) better integration of existing knowledge about the sector
and (b) obtaining further insights into sector vrelationships and its operation

in order to make sector programs more responsive to needs.
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Provision was made in the early Colombia loans for the initiation
of an analysis process. The need to make it a continuing process and to
institutionalize it as a part of the Colcmbian agricultural planning
system was recognized. In the cases of Guatemala and Costa Rica, the studies
wore undertaken for the specific purpose of serving as a basis for the loans,
No specific provision for institutionalizing a continuing process was made in
1hi case of Guatemala. In Ccsta Rica, the establishment of the Academia de
Centroamerica by a private Costa Rican group was considered to be of
importance in providing for improved analytical capabilities. The reestab-
lishment and strengthening of the CAN was also considered to be an element
in strengthening analysis capabilities.

However, the Academia is outside the governmental structure and performs
studies on a contract basis., While it may be a valuable adjunct to &m
analysis process, it does not provide for a continuing institutionalized
process. The CAN role is much more concerned with programming and the
coordination of program implementation than with an analysis process,
and its organizational nature and its position in the governmental structure
lead us to doubt that it will or can provide for a continuing analysis,
process,

In Guatemala, personnel of the Ministry of Agriculture, the Planning
Council and the Central Bank provided data for the Iowa State University
Study and participated in discussions of the work as it progressed. At
the initiative and on the recommendation of the AID Mission Director, an
interministerial Rural Development Committee reviewed the report and its
findings. The study, however, was initiated by the USAID and conducted
by the University under a contract with AID. Costa Rican participation in
the studies undertaken there consisted primarily of studies conducted by the
Academia and participation by its personnel in discussion of study reports

and preparation of what amounts to a first draft of the CAP. All studijes
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apparently were iunitiated by the USALD snd conducted under contracts with
it, In Colombia there has beaen some Colomb.an participation in the scctor
analysis through data search and supply activity, computerizing the data,
and running the models. The scetor usscssment has been prepared by USAID
personnel. The conceptualization of the analysis und the structuring of

the input/output and liaear programning analvsis has been done on a continu-
ing basis almos. cntively by an LA Bureau toaw of direct hire and U.S.

Department of Agviculture personnel,



K. RELATION TO COUNTRY DEVELOPMENT PLANS AND ASSISTANCE BY OTHER
INSTITUTIONS

All foreign assistance to Colombia is provided within the context of
a National Development Plan and a three-year investment plan which are
periodically updated. A detailed agriculture sector plan is in preparation,
but had not been developed at the time of our examination. The 1971-1974
Plan contains general descriptions of agriculture sector objectives,
strategies, and policies. Only o few macro-level sector goals appear in
the Plan, The objectives, goals, and strategies stated are broad in
scope and general in nature and relate to such things as increased produc-
tivity, employment, and income, increased production, and more equitable,
income distribution, and increased production and export of certain crops.
Strategies are aimed at all segments of the sectcr, including small and
medium farmers.

Assistance is also provided within the framework of a consultative
group, chaired by the IBRD which considers overall assistance requirements
and general agricultural policy and strategy and provides a forum for
exchange of information and for discussion of assistance tu be provided
by members. Major providers of assistance in this context are AID, the
IBRD, and the IDB. Program content is similar for these agencies but the
target g?oups differ. Assistance from other agencies is generally directed
toward the larger more commercial farmer and toward livestock and other
export crops, colonization, and ir-igation projects, and importation of
machinery and equipment. While the consultative Group does provide a basis
for a more common understanding of the problems of agriculture and of the
various programs being carried out, its existence and operation, in combination
with the National Development Plan, has not been used by members as a means

for assuring an integrated sector approach and strategy.
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The AID loan to Guatemala is made to support projects in the
"Rural Development Program' which constitutes about two thirds of the
"Agricultural Development Plan - 1971/75." Specific projects and financing
targets for cach are set up in the Rural Development Program. Projects
in the Program not assisted by AID are: (1) infrastructure, including the
construction of access roads, irrigation and drainage facilities, and
(2) agrarian reform, including enforcement of the vacant land tax and
expropriaticn laws, programs for land purchase, development of State farms,
land titling, and colonization. Agriculture Plan programs outside the
Rural Development Program relate to production of beef and dairy cattle,
other livestock, forestry, a marketing institute, UNDP technical assistance,
and miscellaneous other projects. Substantial finanqing is received from
the IBRD, the IDB, and, to a lesser extent, CABEI for projects outside the
Rural Development Pregram. There is a fairly clean delineation between
the programs supported by AID and those financed by other institutions and
all are carried on within a context of the Agricultural Development Plan.
However, the sector programming effort did not consider interrelationships
among ;hem or seek tn make them mutually complementary and reiunforcing.

There is no development plan in Costa Rica to serve as a framework for
assistance. The analysis previously discussed constitutes the only overall
context for the provision of AID assistance. IBRD provides assistance for
credit to medium and large scale farmers for production of beef cattle,
cotton, fruits, and for pasture improvement. The IDB provides funds for
credit to medium sized farmers with major emphasis on beef cattle. Small
farmers are not eligible for credit from its loan. It is also financing

agricultural research, irrigation, and agricultural diversification projects.
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The FAO is financing a pilot irrigétion project and technical assistance to
the Ministry of Agriculture and the University of Costa Rica. There is

thus a reasonably clear division between the undertakings financed by the
other institutions and those financed by AID., Taken together they might

all be appropriate elements for inclusion in an overall sector program.

No such program has been formally established and recognized, however, and
the activities are not carried on as a part of an inte-related and integrated
program directed toward identified and understood common objectives for

the agricultural sector.
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