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This velume is one part of a four part report on evaluation studies
of the agricultural "sector approach" as it has been applied in Colombia,
Guatemala, and Cos:2 Rica. The purposc of this program of studies is
to provide, threuglh comparative analyses of the experience and of the
approaches anc methods utilized in each of threc countries, a basis for
(a) develupment of general policy and guidunce as to the use of an
agricultural sector approach in other Latin American countries, (b)
possible adjustmeints in current program and projects and for consideration
of future programs in each of the individual coumt-ies, and (¢) considera-
tiou of possible changes in procedure and methods for analvsis and proces-
sing of sactor locus.

In condicting this evaluatioa we have soupht to examine the substan-

P

tive ard analytical issues in the scator approach as applied in Cuatemala

of particular projects or programs. Wo have consider-d vur task co be one
of studying and appralsing (a) the nature and content of the sector program
and lts objectives, (b) the amulysis used to arrive ct and supgport the
strategy and prugraws adupted, and (¢) the llkely contributicn of the
strategy and program to the accoumplishment of their objectives and to
improvement of economic conditions in the sector, and especially of the
income of the tavget population.

Ouar approach in this Guatemala section of the report has been to make
appraisals in terms of accomplishments or lack of accomplishments of the
program in relation to its own purposes rather than attempting comparisons

with programs and approaches which have been followed elsewhere. We have

avoided drawing conclusions as to whether the program and analytical
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methods are Letter or worse than those used in other programs. Instead,
we have attempred to reach conclusions as to strengths, accomplishments,
weaknesses, and shortcomings within the context of the program's own
purposes and cbjectives to provide a basis for considering future sector
strategy, program content, an' analytical methods.

- No conclusions are reached in this or the other country reports as
to lessons to be learned from the experilence with a sector approach in
Guatemala which might be generally applicable to use of such an approach
or of its use in particular countries other than Cuatemala. Neither are
comparisons male with approaches and pregrams adopted in other countries.
Those tasks are, howevaer, a part of the entire :cudy aud comparisons made
and general conclusions drawn are incorporated inte an overall report.

In view of the limitations of time and availability of data, we have
been able ro reach only a few general and unquantified conclusions as
to actual results in terms of overall production and income as compared
with projections made in connection with development of the program and
consideration of the seccor lean. These constralnts, as well as the
difficuities »>f establishing cause and effect relationships, have likewise
made it impossible to reach definitive conclusions as to effects of the
program on the production and income of individual farmers. or types of
farmers, included in the program. It has, however, buen possible to
obtain some indications as to possible posiive cifects or the lack of
such effects. It has also been possible to reach some conclusions with
respect to the influence of the approach on the institutional structure
for dealing with cector problems and the ability of the Government of
Guatemala agencies to plan, coordlnate, manage, and evaluate sector programs
and projects.

ii



This rcport is based on an examination of documents and reports
prepared in connection with development of the program and the making of
the rural development loan, of programs conducted under it, as well as on
discussions with LA Bureau, USAID/Guatemala, and Government of Guatemala
personnel. Ttere is no single document which scts forth the sector strategy
and program and the analytical basis for it. We have thus been dependent:
upon a number of sources, and especially the Rural Deve iopment Plan and
the Iowa State University study for information as to program objcctives
and analytical support. Similarly, there is no functioning systei for
reporting of information as to program results. We have thus had to
rely upon such individual xeports and documents, usually prepared for other
purposes, as we were able ho locate which might give some indication or be
suggestive of possible results. About 3 weeks were spent in Guatemala during
September, 1973, including 2 days of visits to reglonal offices, experiment
stations, and farms involved in the program.

The report consists of a first chapteir in which major findings and
recommendations are sumnarlzed and a number of chapters describing the
program and its developments, appraising its analytical base, and
evaluating its results. The indlvidual chapters are usually sumnarized
at the beginning and also frequently contain spacific recommendat tons.

This method of presentation involves a certain amount of repetition, but

it has been adopted to permit users of the report o examine it in such depth
as their needs and interests require. In addition, the report contains

four annexes which outline suggestions as to studies and analyses

considered by the Team to be needed and a list of suggestions as to the

possible content of a technical assistance program.
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Drafts of the repqrt have been revliewed and commented on by USAID/
Cuatemala and staff of the LA Bureau. To accommodate suggestions, we made
such changes as we consldered appropriate. The findings and conclusions,
hcwever, are ours.

The evaluation was conducted by a team made up of personnel from AID
and the American Technical Assistance Corporation (ATAC). Team members were:

Edmond Hutchinson, ATAC, Team Leader

Charles Montrie, AID/Larin American Bureau/Oifice of
Development Programs

James Hawes, AID/Latln American Burcau/0fifice of
Development Resources

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

The findings, conclusiops, and recommendations reflect the collective
judgment of the team and are nof intended to represeulb the oificlal views
of the Agency for International Development, any of its _onstituent units,

orr of the Guatemala zovernment.
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CHAPTER 1

SUMMARY APPRAISAL AND RECOMMENDATIONS

I. SUMMARY APPRAISAL

1. The Rural Development Loan has been largely successful in
accomplishing the purpose of providing support to the Government of Guatemala
in its desire to reorganize institutlons in and imprcve the administrasion
of the agricultural sectur. A reorganization has been accomplished under
which all governmental organizations cperating in the sector were brought
into a "Public Agricultural Sector! subject to policy control and cocrdina-
tion by the Minister of Agriculture. A reglonal orpanization has also been
set up under which the activities of the various agencles opevating in a
region will be coordinated by a Reglonal Director.

The organizational structure established (s generally well couceived
and has high promise for achlevirig the necessary depree of coordination and
integration of program planning and exccution and for bringing project
administration closer to the farmer. We teo the term "“promise' hecause
organizational changes, shifts in function, and development of administrative
methods are still in progress and the various institutions have been too
recently formed or reorganized to have worked out 4li the needed forms of
coordination, integration, and administistion.

2. 'The program seems to have been suc essful in stimulating an increase
in budgetary allocations to the sector by the GCoveriument. Ountributions to

AID supported subprojects have heen made as required.



3. A furtter achievement under the program has been the development
of an approach under which activities are directed toward common, wlthough !
not very precisely defined, objectives aud under which the number 0 f
individual projects has been reduced in favor of more integrated programs.

4, While maintaining its original basic orientation, the loan has
changed its character in terms of the subprojects involved, the program
targets, the type of support provided, and, to sou extent at least the
target groups being supported. The Luan mainly finances contributions to
the local curreacy costs of reform of the public service instlitutions, and
funds for production credit for specifiad crops produced by medium sized
farmers and Lhose at the upper size levels of the small farmer category.

5. The primacy of purpose of the program as betwcen increased
production and increased income has not been clearly defined, nor the relation
of the program to the characteristics of the targel groups (small subsistence
farmers, small commercial farmers, or medium-sized [armers, highland farmers
or lowland farmers). This makes difficult the choice of criteria for evalu-
ating accomplishmeins,

6. Speclflc targets for income increases for chose participating in
the program have not been establlshed, Programs have cmphasized production
and production methods, with Little empliasis, both in terms of practices
recommended aud credit provided, on the effects on the farmers' income, both
with respect to the relatlon between total income and total costs and to
consideration of the differcat income effects of alternative crop or
enterprise mixes.

7. Because of the time rvequiced Lo acconplish the organizational changes,

recruit personiel, and establish new adminlstrative arrangements and because




of relatively low farmer response, the program has touched fewer fanmers
than was projected.

8. There 1s insufficient: evidence as yet to serve as a basis for
evaluating the efficiency of the appreach at the farm level, or the pstentials
for increasing aggregate production of the crops involved. Production responses
to increased inputs financed with credit have been lower than projected, due
at least iIn part and to sgme undeterminable extent to Lhe effects of the drought.

9. There is a need far more specific technulogical "packages' of inputs
and cultural practices degigned to provide incentives iy the foim of increases
in dncome, ag well as output, to the lacmer and adapted to his particular
sltuation and capaclties.

10. Preldwinary enalysis of returns reeldzed by farmers financed with
credit programs suggests thgr returns mday provide too small a margin to
protect against the vigks of shortfalls in productlon from weather damage and

other losses, and in some iInstances yields may be insufficient Lo cover

Increased costs of planned Lnputs.
11, Further analvsis needs Lo be undertaken to clarify tlie relevant
cost benefit vatic, to analyze and compare alternative ways of attemoting to

help the small farmers, and to develop nore specific programs differentiated
by small farmer charvacferistlics and speeific needs.

o

12. A continuing evaluation process is needed to provide a basis for

strategy revislon, program redeslgn, and course ccirection.
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IT. RECOMMENDATIONS

A. = LOAN ADMINISTRATTON

1. Attempting to relate Guatemalan Government operations and
AID allocatlons and fund releases in the framework of the original loan
program provisicns has led to differences about how the cash release system
should operate as well as to unnecessary work in trying to explain or
avaluate implementation progress. We racommend that ALD seek to arrive at a
clearer understanding with the Government on how the Loin program is to be
operated and evaluated, and to embody this understanding in a supplemental
agreement,

2. The first element in such an agreement should be a recognition
that the Rural Development Loan 1s primarily a device for financial support

of a selected segment of the Government's agricultucal sector program,

namely small farmer development. This recogultion would involve:

a, Removal of the resexvation of loan Ffunds for dollar imports,
and
B. provision for flexibility in the amount of AID local currency

financing to be provided by AID to various program categories
so as to accommodate the need for conlinucd adaptation in the
program. (Categorles tu be supported miplit be such functional/

lostitutional categories as credit, marketing, training,

< Al




research, analysgis and evaluation, and improvement of
administration. A limit of a 50% AID budget support contribu-—
tion to specified categorias or institutions might be reasonable,
reflecting the matching shares in the total program.

C. As program revisions dra made, updating of implementation

plans and agreements sc as to specify criteria for fund release
and use.

AL The secend element should be provision for a system of evalua-
tion which caa setrve as a basis for program and project management, examina-
tion and analysic of program results, making indicated pcogram adjustments,
and for reconsideration of goals and strategies. We believe that the
system established should provide for puriodic jolnt review of preograms and
resvlts related to revised program categories and targets. Evaluation of
primary outputs should be in terms of results of the total integrated
program rather chan in terms of attempting to attribute such results to
component parts. Vrimary outputs should be considered principally in terms
of effects (especially income effects) upan individual farmers, or types
of farmevs, reached, rather fthan in terms of averajpes or agpregative effects

(See also Section B. 9., below.)

B. PROGRAM SUBSTANCE AND REAPPRAISAL
The simplificacion and clarification of aduiinistrative arrangements
should he the occasion for review and reconsideration by AID and the GOG of

varipus subscantive aspects of the rural development program and AID's

gupport of it. Such a veconsideration should include the following as major

elements:




1. Clarification of the goals and objectives of the program.

We recommend that such objectives and goals be expressed in terms of
increased income of the farmers and farm families reached rather than in
terms of incressed production. Assistance would be provided in connection
with those crops whise production the GOG desires to have increased,

but increased income, not in¢reased production per se, would be the primary
objective.

2, Immediate assessment, on a sample survey basis, of whether the
production credit and technical assistance program is increasing net income
of farmers in the program commensurate with the very considerable risk the
farmer undertakes i1 borrowing to finance lncrease! inputs. 1In che event
that such a survey were to show that returns in some cases may be toou low,
steps should L2 taken to limit the current assistance programs to those types
of farmers for which the assistance is producing returns sufficient to
justify the costs and risks involved. This may require consideration of
relating the types of assietance provided to particular farmer characteristics.
It might further lead to consideration of significant program adjustment din
the new Plan.

3. An analysis of alternative means of increasing the incomes of

4

smaller farmers (especially Lyose at or below the lower limits of eltgibility
for participation in the program). The current lkind cf program cannot reach
many of the smaller, subsistence-type farmers. Even if reached, their incomes
might not be iwproved in amounts sufficlent to contrilbute adequately

to their welfarve, An attempt to find means to improve the lot of this large

group of the rural population seews clearly in orde: In making such an

analysis, the poselbility should be examinced that programs for increasing



employment oppertunities off the subsistence farmer's own plot may, under

appropriate conditions, be wore efficient and offer more promise of increasing
the farmer's incom2 than will providing credit and technical assistance.
4. The whole reseaiich and field experiment program should be given

the priocity task nf designing more specific practical, workable, reliable,

and profitable "'packages' using known and feasible material inputs and culti-

vatilon practiceu.

g mentioned above, rur brlef examinatfon suggests that the program
nay wot be giving sufficient attention to profitability with respect to
cholces among options in helping the farmer choose his improvement plan,
Partly, this is because the Government institutions have not worked out the
necessary variations of improved technology, tested for reliability and
profitability, to be provided to small farmers. Without such packages
carefully introduced, results can be endangered. (Sce recent Colorndn State
University report of Puebla project erpurience.)l

S The farm-level advisory system should not only propose ufe of
and supply the packages discussged above, but should vwork with the former
in analyzing his whole tncome situation and deciding how best to improve it,
including choice of alternative crops and livestock picducts, cultivation
practices, investment ia land preparatton and implements and the amcunt of
credit to apply for, if any., It may be necessary to provide the 'promoters"
with further traicing to enab.ie them to handle this task, In the short
run, insistence on carefully designed farm plans, including cost-bencfit
calculations, would help avoid tlie worst mistakes and reports based on

such caleculations should make it easier to evaluate che effectiveness of

the system.

IThe Puebla Project: Progress and Problems, Walter Management Technical
Report No. 22, Council of U.S. Universities for Suil and Water Develcpment in
Arid and Sub-humid aveas, Huntley H., Bipgs, Dept, of Economics, Colurado State
Univergity, July 1%, 1972,

] =



6. In case that known combinations of improved seeds, herbicides,
pesticides, fertilizer and cultivation practices feasible for the small
farumer may not provide ylelds and profits adequate to improve appreciably
the welfare of the small farmer clients, longer-range research and experi-
mentation should seek ways to railse the limits on productivity and income
per unit of land in most of the smaller holdings. Where the cost of
reaching the smeller éroducera by supervised credift exceeds the income
benefits that are obtainable from small holdings, more economical substitute
methods should be exploved. Subsidized inputs might provide at least a
temporary means ¢o increase famlly income significontly at a cost proportionate
to the benefit.

7. 'There does not seem to be a current appralsal of the extent to
which the manner in which deficiencies in the marketins system may be
operating as a constraint on program accomplishments. Such an analysis
should be undertaken and the possibility of an increased emphasis on
marketing programs should be examined.

8. Glven the lavge number or farmers needing help aad limitat ions
on resources, consideratlon of cost effectiveness is essential to the task
of reaching the rcquived. population with effective programs. As the
program proceeds, and as the reports of results start coming fin, close
examinatlon of data is needed to spot incidences that produce high pay-offs
at low cost, as well as hilgh-cost successes and faflures. Careful evalu-
ation should lead tn the design and testing of various alternatives,
especlally lower-cost possilbilities so as to increase benefits and reduce

costs.



9. For all aspects of the program, a system should be established
for monitorinp 1"esull:s which can serve as a basis for adjustment and course
correction, bath'for prrogram and project management and for targets, goals,

and strategies. The gsystem should include these major elements:

a. resulte achieved in torms of income of farmers in the programs;
b. effects ou production of assisted/crops;

|
| (1) Intermediate outputs such as csganizational changes and iwmprove-
ment, personnel tralrned, farrers reached, area affected; and

d. inpucs by farmers and by public agencies.

From this information, the government would be able to calculate the
cost/benetit relationships and examine the cost-effectiveness of various
proerams and program methods, and derive conclusions and puidance for the
selection of future program styategy and methods, and a firmer base for
relating investmenc requirements to goals and targets.

Information with respect to the items listed ab.ve might be provided
by appropriate taculation and summarization of data now being or planned to
be obtalned by the management Information system developed and installed by
DIGESA with AlD assistance. In principle, that system could be adapted and
expanded to provide the data required for the substantive output evaluations.

Wi would recoimend, however, that especially wlith respect to (a) and
(hl. a selecticn be made of a sample ol farmers assisted and farmers not

‘ asL4stedidn the.;fny ani, differentdated by farm slze, location, crops
produced, technolopgtes, type uf.ﬁﬂﬁiﬂfﬂﬂtﬁ received, and other ielcevant
farmer characteristiecs, for which detailed records would be kept of

Income and production experience. Those records would then he analyzed and
cotipaved. Alteirnatively, so would recommend a system of periodic sample

survevs made dudependently of the DICESA management control system.
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10. Provision should be made for a continuing analysis process. In
what has preceded we have, in effect, outlined some of the elements which
should be included in a "small farmer sector analysis." When these have
been incorporated into an Pverall and continuing analysis process and when
the tools of helping the small farmer have been tested and their potentials
known, planners will be able to judge the ro)2 that the farmer can play in
the longer run in agricultural development, and move toward policies and
programs that may raise rural incomes to a more adcquate welfare level.
Planners will be able to calculate with more confidance the levels of
resources needed for various program gozls, to establish specific goals to
propose alterrative policigs relating to income, production, land develop-
ment and distribution, and generation of euployment. That task will
constitute what we would consider to ke the more comprehensive phase of
sector analysic tc which the subsidiary and preliminary investipation and
experimentation we suggest are the prerequisite and essential inputs. We
recommend that an effort be made to lay out the whole analysis process so
that it can be rationally planned to avold gaps and to provide for eccnomies

in data collection and analysis.

C. USE OF AID FUNDS

152 AID and Guatemalan government funds already released for the
production credit program are sufficient to meet requirements under current
conditions for picbably a year or more. Subsequent AID releases for funds
in support of that program should be related to the outcome of an analysis
of the effects of the current program on the incomes and production of

particular types of farmers such as we lLiave recommended.

- 10 -
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2, lLoan ard grant funds should continue to be used to support
improvement of sector organization and administration.

3% If, by the end of 1974, loans under the artisanry project have
not increased at a rate and to a level which indieates that funds disbursed
for the project are likely to be productively utilized over the life of
the loan, the b»alance remaining in the GUZ account for the project should
be transferred to other agreed upon uses.

4. Because the kinds of studies proposed are so essential to rhe
supporv of agricultural strategy development, we suggest that it would be
varticularly approprlate to use current AID Loan fundi and technical
assistance funds to cover the costs of filling in the missing links, of
analyzing, evaluating, designing, and implementing more comprehensive
and peinted research and testing programs and an expanded analytical offort
generally. Inclasion of such activity in the present five-year program
and Loan would pe an approoriate way 2ls0 to help both the AID and GOG to
decide what they may want to do in the subsequent period. We recoguize
that all that we have suggested cannot be done at once and when begun.
will require time for completion. It appears to us, however, that the
careful plamning and early beginning of such activity is essentlal for the

analysise which AID should wmake of any GOG requests for further assistance.



CHAPTER 2

THE AID PROGRAM

I. . SUMMARY
A, THE ORIGINAY, PROGRAM

The Guatemalan Rural Development Loan, at the time of its presentation,
wag understood to be an integrated package of projects in support of that
part of the Government of Guatemala's Rural Develupment Program which was
designed to atteck the problem of smell farmer agriculture. The stated
major objective was the increase of the production of food by small t-adi-
tional producers, especially in the highlands. Basic grains and diversified
crops were the areas in which production increases wers to be attempted.
Increases in the incomes and well being of this tarpet population was the
ultimate purpose of the program,

Four subprojects Lo be supported by the lLoan -- hasic grains. diversi-
fled cropeg, human resources, and artisanry ~- were cslablished, 'and the amount
of ATD and Guatemalan financial support of each was specified.  Suprort was
to be provided by the financing of both local and tareien exchange costs up
to & specified limit for local costs and by the pravis.ion of grant @inanced
technical assistance. The program envisaged a substantial increase in the
supply of® production advice, credit, and marketing scrvices to the Larget
group as the means of accomplishing its objectives.,

Development of the sector was considered by the GOG and AID to require
an integrated approach which in turn reauired an integreted ovganization for
its planning and execvtion under the policy direction and c¢ontrol ol the

Minister of Agricuiture. The Loan was e¢xpected to serve as a catalyst in

- 12 -



bringing about the organizational changes contemplated by the GOG Development
Plan. The process of tooling up to provide the public services was expected
to require a subgtantiul expansion and strengthening of the Government's
agricultural service institutions. A significant part of Lhe cost of the
program was thus planned to go for the training of a suitable corpg of
technicians and advisors. Provision for assistance in meeting such costs

was made both in the AID loan and in the program of grant financed technicul
essistance.

Finally, an increase in the amount of funds being invested in agricul-
ture was considered necessary and requirements for increase in the total
Ministry of Agriculture budget and of amounts to be provided in support of
the Rural Development Program were negotiated with Lhe Government.

The Toan Authorization and Loan Agreement requirved that there be
established a system for joint review of progress and for the development of
remedial action. [uplementation Letter No. 3 required the periodic submission
of evaluation and progress reports and suggested the establishment of a joint

evaluation committee.

B, IMPLEMENTATION EXPHRIENCE
L. Reorganization of Sector Inshitntions

As contemplated when the Loan was made, a reorpanization was accomplished
under which all governmental organizations operating in agriculture were
brought into a "Public Apgricultural Sector' subject to volicy control and
coordination by the Minister of Agriculture. Subsequently, additional changes
were made so that the organization now consists of @ sector planning unit, a

committee for courdination of the Public Agriculture Sector, and five operating

]
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agencies responsible for natural and human resources development (DIGESA),
research and technology development (ICTA), marketing (INDECA), land reform
and colonization (INTA), and national agricultural credit (BANDESA),
regpectively. TFurther shifts of functions among these organizations are
contemplated. A regional organization also has been set up under which it

ig intended that sctiivities of the variocus agencies in a region will be
coordinated by & regional director. A corps of "promoters" (agriculture
secondary schoo} graduates given special training), in addition to traditional
extension agents, lhias been established to serve as the primary contact with
farmers receiving production assistionce and credit services.,

This orgenization structure is consistent with the purpose of the
loan and follows the reorganization contemplated by the Rural Development: Plan.
2. Subpro.jects

There have been substantial changes in the subprojects as they were
contemplated when the Rural Development Plan was prepared, and when the Loan
agreement was negctiated,

3 Financing

There have been changes in the financing of subpreojects from that
which was originally contemplated which parallel the changes in subprojects
indicated above.

As of June 30, 1973 only minimum amowunts of the loan had been used
for imports. The COG has proposed that the Loan sgreement requirement for
use of $10.8 million for imports ve reduced to $L million. Among the ractors
which have led to this short fall are the improvement in Guatemala's balance

of' payments position, Guatemalan and AID procurement procedures and
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requirements, and the world demand situation which reduces the interest of
U.S. suppliers in relatively small AID-financed Guatemalan procurements, It
is clear that if the program is to proceed in the magnitude contemplated,
the limitation of $12.2 million on local currency financing will have to be
substantially increased or removed.

L, FEvaluation and Reporting

A comprehensive management information system has been developed and
installed by DIGESA for its programs with assistance under the ATD grant
program. Primarily, this system gathers input data such as numbers of farmers
visited, loans made, hectares planted, and the like, related to management
of personnel, procediras, etc. rather than being concerned with output
measures useful for evaluaticn of program and project results. Sucl data
as have been received haye not yet been summarized in a way useful for evalu-
ating reci)\ts except for administrative and management purposes. lNeoeded
data with respect to employment and income effects have not been collected.

Considerable attention has been given by A1D to the establisimens of
a formal system for s=zlf-evaluation within the program/ - The propozed Sysuen
of periodic jointi ATD/GOG eveluations has not been seb up.

@is ANATYTICAL HASE

Neither the Gover.ment nor ATD has! prepared & single document in which
the Guatemalan agreicultural sector is described and ils problems analyzed in
an integrated and ccordinated manner. Furthex most or those persons who
worked on development of the strategy and the AID loan, both in the Govermment
and ATD, are no longer involved in the program and were unavailable for inter-
views. /We have thus had to rely on a number of individual documents and the

memories of a few 'people who had some association with development of the
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program and the loan for information as to analysis which served as the basis
for the strategy and projects adopted.

As far as we have been able to determine, those developing the program
&nd the loan relied upon a number of individual studies of particular problems
in Guatemala and other countries, earlier feasibility studies of particular
projects, and, particularly in the case of the loan, the Towa Shate University

Study, Agricultural Development and Policy in Guatemala, April 1969. That

study also brought together the results of a number of earlier studies. 1In
addition to the Towa State study, the following studics and reports are
referred to in various supporting documents: C.I.A.P. report of the Guatemala
review of February 1969; the University of Wisconain Iand Tenure Center Report
on U.8. and Host Government Stratepies for Agriculture Development in Latin
American (AIDTO CIRC A-21h41); a study by the Inter-American Institute
of Agricultural Sciences of the administrative organization of agricultural
services; a 1967 ICAITI feasibility study relating to basic.grains; feasi-
bility studies reiating to diversified crops by GOG personnel in 1966, 1967,
and 1968; various AID reports on handicraft development: in Mexico, Peru,
feuador, and Bolivia and a reportl, of the Bank of Guatemala; and the batelle
Memorial Institute 1968 study, "Projections of Supply and Temand for

Selected Agricultural Products in Central America through 1980, "
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II. BACKGROUND AND DEVELOPMENT
In the carly years of U.S. assistance to Guatemala, activity in

N agriculture consisted of a few loans for individual capital projects and
a more or less traditional technical assistance program. Program loans
were not utilized as an asslstance approach. Capital assistance provided
included a DLF loan for development of farmer production of rubber and a
loan to private i1inaucial institutions which could be used for relending
for a number of purposes, including livestock develupment. Loans were
made for feasipility studies in general which could include studies of
agricultural as well ae other projects. The tectnical assistance program
involved a number of projects and included assistance in the organilzation
of agriculturai research and development prograuws and the training of
technicians and farmers. Areas covered included marketing; production of
general crops, fruits, and grains; livestock development; food processing:
and drainage and irrigation.

Ry 1966 discussions had begun among the Ministry of Finance,
the Planning Council, and the USAID concerning the development of a more
coordinated program for alleviation of problems in the rural areas., In
April of 1967 the National Planning Council issued a three-year Rural
Development Plan, In June 'of 1967, the USAID preparcd and discussed
informally with AID/Washington, a possible program of which major
clements were:

(a) concentration first in a particular region which
had been the subject of a task force report; (b) decentralization of
authority to peumit participation by the rural population in the decision
making process; (c) escablishment of a specified level of total investment

and participation by AID and other assistance-providing organizations in
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financing the investment estimated to be required; (d) establishment of
improvement of the economic base of rural life and stimulation of the
establishment of locally-based democratic organizations as purposes; and
(e) specification of improvement in rural production and rural income,
and an increase in food production and lower food prices as economic
objectives,

The 1967 sta:ement of objectives of the technical cooperation program
for 1969 shows the approach to assistance during that period, Objectives
are stated to be "to promnte the institutional changes and technical opera-
tions required to promote the greatest possible implementation of the revised
sector development plan which emphasizes particular regions, especially
the northeastern zone.' Activities to be supported included:

(a) Organization and development of markets for increcased and
diversified production;

(b) Continued production of basic foods;

(c) Stimulating rural group action through cooperatives, credit
unions, and farmer~group action;

(d) support for coordinated public and private effort in the rural
sector: and

(e) On~the=-job training of government perscnvel to provide greater
opportunity to small farmers,

A loan for construction of primary education facilities was made in

1968 which was expected to have an impact on rural development and the Towa
State University study of agricultural development and policy was begun
(See Chapter 3). After completion of that study, a government Rural Development
Committee was activated to review the report. Apparently at the same time,
the Government was iuvolved in fornmulating its five-year Development Plan as a
parallel effort, Working groups were then established to develop projects

s in the areas of grains, divarsified crops, handicrafts, land tenure,
infrastructure, human resources and institutions, an effort culminating

in the Rural Development Loan of 1970,
- 18 -
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‘III. THE RURAL DEVEILOPMENT LOAN AND ASSOCIATED TECHNICAL ASSISTANCE

A, RURAL DEVELOPMENT LOAN

The 1970 Rural Development Loan was made in support of the
Rural Development Program, which Is a part of the "Agricultural Development
Plan - 1871/75." The wmajor components of the 1971/75 Plan and the Rural
Developmeut Program, and the amounts and anticlipated sources of funding

were as shown by the following table:

Table 1

ﬁgriculturaL“ngalopmggfug}dn_jﬂjilZQ}

(ML11fons of dellars)

Precgrame and Projects Sources ind Amounts of Funds

c0G AlD International Total
Croanications

1. fural Develspaont

Program 45.2 25.0 3.5 101.7
A. Basic CGralns 4,1 2.1 - 12.2
B. Diversificaiion 13.9 8.3 " 22.4
C. Human Kescurces 3.4 5.0 - 8.7
D. Articonry .h .8 - 1.4
E. Infrascrusture 12.0 - 25.0 37.0
. Land Tenure 11.5 1.0 G.h 20.0
II. Remadivder of
tgriculture Sector 17.0 - C23.5 41.5
A, Livestock A5 - 1205 18.0
B, Institute of

Hoerketing 3.5 - 5.7 7.0
C. Forestry - 5.0 ~ - 5.0

%, Qrnher, including
Technical Assist, 4.0 - 7.5 10.5
ITI. Total G2.2 25.0 55.¢ L43.2

1, , .

Comstructed frow a table, Agriculture Develcyment Plan 1971/75: Pre-
Inminary Estimate of Public Costs," pp. 7,8, Exhibit 2, Annex ITI,
Cuatemala Rural Development Loan, AID-DLC/P-881.
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The 1971/75 Plan specified a number of goals for the agricultural

sector and emphasized increasing productivity per hectare as an important
element In the sivategy for accomplishing these goals. A goal which is of
particular significance in connection with the AID loan was that of obtain-
ing a substantial and sustafaed growth of agricultural preduct through
increased production of fosdatuffs, primary materials, and export products
in botlk traditional and new products, based on preferential assistance,
especially at the level of specific projects, to swall and medium farmers.
The Rural Development Loan ($23 million) was designed to provide
assistance to 4 of the 6 projects included in the Ru_ .l Development Prograuw,
namely basic grains, diversifled crops, human resources, and artisanry.
No funds were provided for the land tenure project. Amounts for each project
were azs shown in Table 1 above (minor variations exist due to rounding).
The basic grains project was designed to assist ip increasing the produc-
tion of corn, Leans, rice, wheat and grain sorghum. The diversified crops
project was intended to assist in increasing the production of vegetables,
plaintain, citrus, sesame, declduous fruits, avacado, and flowers. Both
profects involved the provision of funds for production credit loans and
for the extension of technical assistance to farmers, Specific acreage
and production gosals were éstablished for each project. The human
resvurces project provided funds for training of farmers, agricultural
advisors, credit officials and others in carrying out the Rural Develop-
ment Program and for huilding instltutions necessary to accomplish that
program. The artisaury project provided funds for credit and technical
assistance related to the production and marketing of handicrafts. Details

as to the nature, purposes, and goals of these projects are contained in

Chapters 3, 4, and 5.



The loan agreement authorized the financing of

and local currency costs Hut placed a maximum limitat

of $12.2 million on the latter,

TECHNICAL ASSISTANCE
The grant financed technical assistance program

o '_)n

assist in accomplishment tLhe same e

puUrpnses

Development Loan. Activities to be carried out vere d

o

both foreign sxchange

ion of the equivalent

was designed to

ipported vy the Rural

aesigned primarily tin

encourage the efficient use of loan funds, Activities ares carried sut
in ¢onnection with production, credit, marketing, and human resources .

Total funds to be provided were estimated to be in

= O

the order

of 5%



IV. THE TARGET GROUP OF SMALL FARMERS

The Human Regources Sectlon of the Five Year Planl states that the
program is directed principally at the development of holders of land rang-
fng from 4.2 to 45 hectares. Since the recent census has not yet been tabu-
lated, we bove to o1y on 1964%4 data to place thils tavget group In the per-

o4
spective of the whole economy.”

"in agri-~

Iy 1954, 201 thousend persons were "economically active'
culture, feresiry and {dshiop, or 657 of a labovr force of 1.3 million.
Land in favme roratlad over 204 willion hectares, divided into 417 thousand
wunits. Of this vt a! soma 313,000 uiits or aboae three fourths were smaller
than 3.5 hectares viulle aboul §,800 or about 27 were larger than 45 hectares.
The {ntormedicte pooup of sboet 95,000 dncluded i ungpecificd nvmber of
holdings of 3.3 te «.2 hectares.  Thus the target group would consist of some-
thing consideribly cess than 95 thousand farms, wihile excluding something
ke fourv times that wunber of smaller operavers.

G the baegis of sindilav calculations, we can esiimate that the farm
area operated Lv those ia the target group would te about one fourth of the
toral Joend dn [, o some Q00,000 heectarcs, whiie those small-holders out-
side thoe pionra. wewld bove about one-eipghth the 1od or about 450,000 hectares.
This divicion dmpliey an aserage sive of holdaing of 10.5 ro 12 hectares for
the target proap, and 1.4 hecrvares for dhe smallor hollers.

o the absenre of related income data, we con only speculate on the

incomes derived frowm these holdiugs. Abeut JE5 thousand of 'ie smaller holding

Programas Fsneeifleos dey Plan de Desarrcllo Rural pg. 5

2
From Seyunde Gonso Agropecuario 1964, Summavy tables appear in Chapter 4

of the Iowa—glufénﬁépbrt.
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group, or about half, had holdings below the 1,4 hectare mean., If the return

from traditional farm practices and crops is, say only about $20 per hectare,
their incomes from cultivation of their land would be low indeed. If improved
practices and multiplc cropping would produce returns of $40 to $100 per
hectare, 10 cultivable hectares could yield & much more adequate family income,
Unfortunately, only 43% of the area in farms is counted as cultivable, with
29% as pasture, and 28% not usable, This reduces the national mean to

about 3.6 cultivable hectares per farm, with another 2.5 hectares of pasture.
The 43.7 thousand holdings in the 7 to 45 hectare groups (the half of the
target group with the largest holdings) contained an average of dbout 7.5
cultiveble hectares and 4 pasture,

The number of farmers receiving production credic under the program
was projected to reach 26 thousand, or a quarter to a third of the target
groun, The programmed 54,000 hectares of crops would be something like 10%
of their cultivablz acreage., These totals would amount to roughly 5% of
the farmers and 3,7 pevcent of the cultivable area of the country, If we
allow for possible further land division with population growth in tie past
10 years, and some expantion of cultivable area, we can conclude that the
program is aimed at about 4% of the farmers with about 4% of the crop land.

Because this initial phase will divectly reachi so small a part of the
rural population. it should be used as a base to desigr, conduct, and
evaluate the overall program so as to measure: 1) the effcctivencss of
alternative program methods of increasing income and production; 2) the

capacity of various sizes and types of farm operations to generate income,



The levels of welfare found to be obtainable from the target farms --

and their limits -- will have major implications for Guatemala's overall
development strategy, With so large and repidly-growing a rural population,
it would be most helpful for overall planning to have at least some general
idea of: 1) how much redundant labor needs to be provided with employment
off the land; 2) how rapidly or slowly the process of reduction of the
agricultural labor force should or can proceed; and 3) what factors should
guide the choicas of stratagy and methods,

In order to make the experience as useful as possible, it may be
desirable to review the characteristics of the target group and to make
special efforts to ensure that the group actually included in the operational
program is a suitably representative sample., As soon as ICTA is organized
and equipped, it should begin a program of research into the problems of
the sub-marginal groups and into potential methods of helping them to increase
theiv inccmes ard gain access to more productive employment, The entire
public sector agriculture program over the coming years needs to provide
for exploring alternative methods in a systematic way so as to cbtain

the maximum bencfit from the limited resources available,
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s CHAPTER 3

OVERALL ANALYSIS OF CREDIT AND TECHNICAL ASSISTANCEH

COMPONENTS OF THE FASTIC GRATINS AND DIVERSTKTED

CROP PROGRAMS

T. ACTUAL CREDI'" INPUT TO DATE

Ag of June 30, 1973, the Mission showed & total disbursement of loan
funds to BANDEUA for use as prgduction credit under the basic Grains and
Diversification projects of $2,000,000, while the Goverrment o
(uatemala (GOG) had disbursed $5,981,000 for an ATD-GOG total of 7,581,000,
As of June 30, 1973, BANDESA had approved sub-loans for a cumulative total
of $6,099,000 of which $657,000 had been repaid, leaving a net commitment
against their production credit account of $5,442,000. Thus, there
remained in the BANDESA account a balance of available funds for sub-lending

of $2,139,000.

As ol July 3L, 1973, BANDESA showed total loans made in bthe amount

of $3,885,518, In owxder to achiewe DIGESA goals throngh September 20, 19732,

an additional $5,786,524 would need to be loaned. Thus, in 7 months, the
program had achieved H0% of the 9 month goal of DIGESA. In terms of
hecteres, however,; almost 80% of the goal had been achieved. This appear:
o he mainly due to the considerable shortfall from DIGESA goals far
diversified crops in favor of grein crops. Diversified crops generally

require much higher loans per hectare as compared vu basic grains.



II. REASONS FOR SHORTFALLS IN MEETING PROGRAMMED CREDIT INPUT GOALS

Major reasoas put forward by the Mission and the GOG for the short-
falls from programmed goals can be summarized as follows:

1. Delays in implementation due to the fact that the reorganiza=
tion of the agricultural public sector took longer than originally antici-
pated, thus causing roughly a one-year lag in realizing goals,

2. Reduction in relative emphasis on diversified crops brought
about by the changed prices and demand for traditional crops, and the
"more serious than anticipated! difficulties in achieving entry into
external markets (and finding interested growers) for several divex-
sified crops.

3, Difficulty in recruiting farmers into the program, due to lack
of experience of field staff and unwillingness of the farmers to change
tﬂeir ways.

A considerable amount of the shortfall in use of credit can be
explained by the relative shift from hectares of diversified crops to

hectares of basic grains. On the basis of DIGESA 1973 programmed relationships



each hectare of basic grains on the average requires $138 of credit, while
each hectave of diversified crops, on the average, requires $460, Addition-
ally, when opne examines the actual loans made, a further substantial short-
fall can be explained since the average amounts per hectare loaned are
slightly over 50% of that programmed for diversified crops.l The reason

why actual loans iare so much smaller per hectare than that programmed,

appears Lo be that a much smaller amount of capital inputs (mainly fertilizer)
is being used thun that estimated.

Une must ask wiiy the program has had such difficulty in getting
farmers to sign up and why even those who sign up do so only at a consider-
ably reduced level of input use. On the basis of our conversatious with
Mission staff ana with Ministry officials and technicians both in CGuatemala
City and in the field, as well as with participating .armers, we have
arrived at the following conclusions:

1, The major restraint is that the program dcoes not have a suffi-
ciently reliable and realistic (from the farmer's viewpoint) package of
income and yield increasiug2 technology for corn available te present to
the farmer,

""who serve as the contact element with the

2. The "promoters
farmers are not sufficiently knowledgeable nor experienced (either through
background or training) to be able to properly show the farmer how to use

the pileces of technology that are available, not to assist the farmer in

calculating his potential comparative income position.

l$138/hcctare programmed as compared to $85/hectare on loans made for
prain crops, and $460/hectare programmed as compared to $243/hectare on loans
made for diversified crops.

20: per unit of production cost reducing.,
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Not only are farmers not convinced that the program will meke them better
off, but many of the field staff, from Regional Chiefs right on down to the
promoters, remain ckeptical,

3. A critical element of achieving acceptance (and of reassuring
the implementors of the program) has, to a large degree, been overlooked,
There are virtually no demonstrations of what the improved technology can
do under field conditions similar to those faced by the recipient farmers.

For example, experiment stations which we visited in the highlands
and on the south coast, had several plots testing one or two vaviables
such as fertilization levels, seed varieties, plant pnpuiutions, insecticides,
herbicides, etc. They also are mechanized for laond preparation. and the
like. DNowhere did we see a plot of corn (or otlier crop) planted with tools
the farmer uses, under the ccnditions he faces, with a package of technology
(inputs. culturel practices, and so forth) which would be available to him
in the program. Neither does the "promoters" program concentrate on applying
any complete package of technology to properly located "key'" typical farmers,
in order bo capitalize on a demonstration effect.

The main reason, apparently, goes back to our original conclusion:
there wre no reliable improved technology packages for zorn (which both
increase yields and significantly increase farmers' ineomes) yet ready to
be taken to the farmer.

L. ‘here appears to be relatively little attention given to the

issue of prﬁfitubility.l

L See Section IIT vwhich follows for some preliminary examination of
this question.
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Neither the initial program plan data, nor subsequent information
obtained from the farm operation by the "promoter", is very helpful in
this respect., Bince farm level "profitability" of Lhe program is s
central, it would seem logical that an important component of the promoter's
activities would be Lo keep (together with the farmer) a simple Farm
Records Book, o that costs and returns can be documented and uompared.l

At the experiment station level, the same problem scems to exist. The
question of '"farm conditions' profitability is nut a criteria being used
in design of experiments, or for analyzing the results,

This lack of concentration on profitability at the field levi:l appears
to be a reflection of the general orientation o' the vrogram toward
production, which carries the implicit assumption that production increases
automatically mean profitability, and therefore improved incomes to the

farmers.

J"1‘11:?. information collected by DIGESA for Manizement Purposes provides
a limited amount of this type of information but in a generalized estimating
format with little utility for determining individual profitability.



IIT, OUTPUT EVALUATION

The program urgently needs sconomic analysis of considerably greater
depth than we have been able to apply due to both time and data constraints.
Such an analysis should te made both for the program level and the farm
level, in order to verify the ei'fectiveness of the project: (1) as a mode!
for extending assistance efficiently to a large number of farmers, (2) as
a model for increasing total production, or (3) as a modzl for increasing

individual farmers' incomes (or production) significantly.

A. Ret:irns to the Parﬁicipating_ﬁnrmerg
(fost ana returns data vere not available o permit comparison of'
particlpating farmers' new income position with their previous posivion,
or with that of similar non-part:.ipating iarmers. ''he management informa-
tion system implemented by the DIGESA programming unit falls short of
needs fer costs and returns enalysis, in the following respects:
- The pre-program situation record of the Llurmer does not include
adequate input detail.
- Information vecorded during vhe farmers' participation in the
program includes actual production cwusts, but it ig not sutficientiv
distinguished by soil type, area planted, tec'nology, ete., to

assure that the promoters are taking it in a uniform manncr.
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- Although informatiop such as costs and yield data is cbtained,

!

there is no way of assuring its proper relationship to areas,
technolongy used, inputs, and labor. The data aggregation process

does not appear to protect the data from distorftion due to

-migging items, unreelistic entries, etc. Also, income data is

not collected,
The date is collated for management and control purposes rather
than for analysis, Tts collated form does not lend itself easily

to economic analysis of the farmers' income situation.

Efficiency of the Technical Assistance Program

It is difficult with the data made available to us to make a very

useful analysis. l!lowever, some programmed cost relationships can be

derived that shed some light. Based on DIGESA 1974 programming goal

figures, the direct cost of the promoter per hecture and per “armer in

the program is as follows:
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Per Hectare

Per Farmer

Corn $11.86 $60.27
Beans w77 51,41
Wheat 22.25 51.63
Sesame 11.95 68.33
Rice 26.58 133.43

We have been unable to meke any estimates concerning overhead costs
to the (:0G per promoter, but total direct costs f'or the production and
research part (called Technical Assistance) of the program (not counting
marketing and credit) are budgeted at $1,527,700 for 1973. About 6,000
loans will be macde with the cost per loan made being approximately $EOD.1
This does not include a charge for existing (0G installations and overhead
costs. Clearly, per farmer costs must be reduced many times bei'ore the
program could be considered for expansion on a larger scale,

An attempt was made to determine to what ¢xtent the present production
credit program generated new loan funds for small larmers, to what extent
it substituted for funds previously available from other sources, and to
what extent participating farmers were new credit sub,jects. We ound

only the following indicators:

than

Liiis would be less than 8,000 fermers, since some have loans for more

01e crop.
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A3 explainéd elsewhere, the Interamerican Supervised Agricultural
Credit Cooperative Service (SCICAS), the National Agrarian-Bank (BNA) and
the National Institute for Stimulating Production (INFOP) were all merged
into BANDESA.

SCICAS provided credif only to small and medium sized farmers,

In 1968, SCICAS programmed a total of 3,800 loans for a total of $3,?12,019.1
These loans were to be distributed 45% to agrarian reform beneficiaries
and 55% to small and medium farmers.2

In 1969, the BNA had outstanding a total of 3,455 loans under $5,000
cach for a total amount of $1,699.935.3 INFOP also carried on some credit
activities among small and medium farmers,

In 1572 BANDESA made a total of 4,855 loans to small and medium
farmers (from their trust department) who could not qualify for commercial
bank loans, for a total amount of $S,?08,35?.4 This compares with a total
amount of $5,411,954 made by the two predecessor institutions in recent
years. In 1973, it is expected that BANDESA will reach some 8,000 small
farmers with a tctal of about $7,000,000 in credit.

Finally, we observed that the GOG 1971-1975 plan called for cle
mevger of the credic Institutions because they had become "highly

decapitalized."

-

lIL’ is reported that they made loans to 8,760 farmers in 1967. Sec
15U Report, Chapcer 6, p L9.

2
“Presupuesto General, Ejercicio Fiscal 1968 SCICAS, Guatemala, pp 12-11
JMemoria anual de BNA, 1969.

ABANDESA, Estadisticas, #19, December 1972.
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We conclude that there probably has been considerable use of new

credit funds to replace previous credit funds that have become, in effect,
ol “"transfer payments' to former borrowers. We further speculate that many

of the present farmer-borrowers also received loans previously.
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IV, RECOMMENDATIONS

Based on the foregoiqg findings and analysis, the evaluation team
makes the followilg recommendations:

1. The Mission and the GOG should undertake immediately an in-depth
analysis of experienced and projected effects of the program on the income
of participating farmers. Such an analysis should be differentiated by
types of farmer, with particular atctention glven to smaller farmers whose
production and income Is below the average for the group participating in
the program. It sliould inclﬁde a comparison with farmers not participating
in the program. The immediate purpose should be to determine whether there
are significant numbers of farmers for whom the program does not produce
results sufficieat to: (a) cover their added cost, or (b) provide a retirn
which justifiss the risk of production geal short falls and losses from
weathey damage and other causes. The longer run purpose should be to lay
the basis for development of new programs differentiated by farmer charactoe-
istics, should the analysis shcw that the current program is not beneficial
fo large numbers of the target g,oup. At the request of the Mission, we
have prepared and left with it a rough outline, attached as Annex II, of a
possible scope and method for such a study.

28 The GO5 and the'Missiou should consider adjusting their inior-
maticn system tc accommodate, on a continuing basis, farm analysis require-
ments or should consider alternatives for obtaining such data and incorporatiug
it into orogram appraisals. In the short run, the small sample survey
(sugpested above) of participating and similar non-participating tarmers
(Just after harvest) stratified by size, technology level, crop and location .

to £111 in the gaps in present data,would provide a beginning. This would



necessarily entaill reliance on farmer (and promoter) recall, which has some

difficulties. For establishing a continuing data supply for evaluation of
what happens to the farmers' income position, a simple farm record keeping
system should be made a part of the promoter's activity, preferably for all
participating and a small comparable sample of non-parcicipating farmers,
If this is not considered to be considered to be practical, at the least
records should be kept for a representative sample of participating farmers,
distinguished by size of farm, crops grown, technology used, cultural practices,
location, etc.
3. The Mission should explore with the GOG alternatives to the
present program that would incorporate the following elements:
a. Highest priority on analyzing and packaging present
accumulated information on technology to derive a series of
packages of technology for different precduction areas and
types of farmers. Simultaneously, a significant amount of
experimental work should be oriented toward testing
alternative packages under varying field conditions.
Longer run, more basic reasearch that tests only one or
two variables should be oriented toward what is considered
to be the major'limiting factors in bringing about unit
cost reductions, rather than focusing su heavily on pro-
duction increases in isolation from the economics of the
situation. For example, in the Quezaltenango region, the
prozmoters are attempting to present a package of technology
to farmers that utilizes the seed the farmer presently uses,
whereas, the impression that we had from the GOG technicians

in the area (and from our own observations) is that the basic

L Y
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limiting factor to unit cost reduction is inproved varieties
adapced to the area, in order that fertilizer response can be
improved (as well as other factor responses),

Instead of setting as goals for promoters a high number of
farmers, utilizing the best promoters to concentrate on
increasing the net incomes (and secondarily increasing
output) of a sméll number of dispersed 'key'" typical farmers
who show promise as progressive and aggressive producers,
Other promoters might continue a role as "Supervised Credit

Agents' for a larger number of farmers, if an unalterable
objective is to immediately distribute credit as widely as
pessible, although such a program could have negative longer -
run effects until a reliable package of income=-increasing
technology is in place,

Treating a farmer and his farm as a single operating unit

from the moment he enters the program. A farmer in Guatemala
generally raises at least two kinds of crops at a tine, and
sowe probably could make more efficient use of their (and thiei.
family's) time if they added additional enterprises (crops or
livestock operations) to their farm operation., The BANDESA-
DIGESA program compartmentalizes each fLarm enterprise, selectin
one or two for assistance and ignoring the rest. This does uo
make gnoa economic sense from the viewpoiunt of whether the
farmer is better off in terms of making best use of his factois
of production for qptimizing his returns. Again, a simple
Farm Record system maintained by the promoter together

with the farmer, would be a positive step in this
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direction. Allowing the financial plan (and credit program)
to consider all of the farmer's productive enterprises wonld
be anothcr,
T Father than relying on the ad hoc annual revrogramming now
being done by DIGESA, the Mission should propose a corplete reprogramming
of the unexpired loan in orper to establish more fully relevant progrean

goals.
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CHAPTER U

ANALYSIS OF CROP AND PRODUCTION COMPONENTS OF THE

BASIC GRAINS AND DIVERSIFIED CROP PROGRAMS

I. BAGIC GRAINS

This sub-project of the Loan has as its objective: The introduct i
of modern technology to the processes of basic graiuns production in

Guatemala." I: provides for inputs in training, supervised credit,

1

technical assistance, research, marketing, and pii stability for increasin

production of the five basic grains: corn, beans, rice, wheat and sorghun

The Five Year Development Plan costs were estimated to ba $12.3 million

with $8.2 million provided under the Loan. 1In terms of output poals,

lands to be "technified" within five years totaled 35.000 hectares of

COrn,

10,000 hectares of beans, 6,000 hectares of wheat, 3,000 hectares of ric

and 6,000 hectares of grain sorghum. A rapid phased increase in achieveomen:

of planting goals was planned for the first to the fifth year., Table 3
indicnates the anticipated yields and "costs and valu s per hectare of the
five basic graias under the traditional practices and with improved pract i

Entities involved in overall implementatic of the program arye
BANDESA for credit, NIGESA for technical assista.ce, training and supc.vi
of credit and INDECA for marketing and price stalilization functions. (14
has recently be2n organized to assume research fun tions.

The Jowa State University study contained estimates of

supply and Jdemand projections to 1970 and 1980 for corn, beans, wheat aud
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Table 3

Summary of Projections of surpluses or Doficits

Surplus or Defici
Surplus Deficit Percentage or

Proquct Year (V00 MT) (000 MT) Total Productio
Corn 1970 ~-— -- ~-—
1980 - 81.4 (8.9)
Beans 1970 3.0 —= 6.0
1980 17.0 - 9,1
Wheat 1970 - 70.7 (152.7)
1980 —= 109, 2 (161.1)
Rice 1970 3.0 —- 11.5
1980 2.6 -~ 6.5

Source: Agricultural Development and Policy in Guatemala, Iowa
State University, April 1969, LT
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rice as well as diversification crops, and animal agriculture pTUduv[fl
(including fruits, vegetables, cattle, hogs, poultry products, dairy
products and sheep production). These projections provided an estimate
of what the basic grain balance would be in 1970 and 1980 if iLhe trends
of the 1950-19€6 period continued. Such estimates of the supply and demeid
balance were assumed to serve as useful information to help in determining
what types of government programs would be needed to meot consumption
requirements or could serve to provide opportunitios for exportiof basic
grains and other agriculture products. The Iowa State University assess-
ment estimated (Table 3) that if current trend: hiinued Guatemala weuld
be able to export amall quantities of beans and rice and would need to
import large quantities of corn and wheat.

The Iowa Gtate report concluded that there was need for emphiasis

in the basic grains; particularly corn, becausc of ibs traditional IMpOr G

in the diet of the people. The National Development Plan, however, pui

ma,jor emphasis on promotion of diversified crops because of strong viecws

Supply projections from Banco de Guatemala (basc period 196L-147),
Demand projections from National Planning Council (1907 base information)
assuming rates of increase in population, future income and income elaslicd
Other supply and demand projections from Battelle Memorial Institute study

flor USDA in 1969.
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regarding the need for expansion of diversified crops for export and
internal markets. In implementation of the Plan emphasis was shifted bto
the basic grains rather than diversified crops. [n our opinion,
corrections in the general course of program exccubicn were justified

and realistic.

Discussion of implementation of the program by crop follows.

A. CORN

Credit provided by BANDESA under the loun {o corn production in
1973 is estimated to be approximately $3 million. A lower level of credit
(approximately $2 inillicn) was provided in 1972 du» largely to the newness
of the credit program and the relatively low numbcri of Promoters to arrange
supervised credit vwith corn farmers. Credit is usually provided only for
fertilizers and seed, but depending upon cirecuistances, may be provided for
other input costs. Loans are normally provided nly to farmers with three
to 28 hectares in corn production but variaticnus wuiy occur in different
regions. Only a miniscule percentage of total cor [laumers can be reach
becuage of the large numbers of corn growers wit Hectares or losse
A high percentage of total production by small f:rmers is destined tor
subsistence consumption with only & small perc:a.upge of production being

marketed.
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In the case of intermediate-sized farmers, who are provided with
BANDESA credit and assistaqce from Promoters in development of a farm plan
of operations and technical assistance, the use of fertilizer and other
improved farming practices is limited due to several factors. The 220
Promoters are widely scattered throughout the country and are working un
other crops also, not just corn. The program is in its infancy, having
begun only recently after reorganization of the Ministry of Agriculture f{u
197b-19?1. Approximately two years were required to recruit, train, and
assign Proﬁotersi/iizanize and develop detailed programs and methods of
.work.

The principal problem stems from the
fact that an adequate package of technology fur increasing corn produclion
has apparently not been developed either for the lowlands, intermediate
altitudes, or the altiplanc, Yields which average perhaps less than one
metric ton per hectare in most corn growing regions of the country are a
valid indication of both the need to incicase production and the present
lack of application of known technology to co'n culture in Guatemala. The
most apparent deficiency is the lack of seced of Ligh yielding varieties
with adaptation to the requctive corn product ion ¢nvironments. Econo:

rates of fertilizer application by quanticty. t,ype, method and time of

-

application have rot been determined for th: various types of corn necded
in the various ecological zones, nor have ailequate improved cultural practl:
been developed as an integral part of the package. Simple benefit/cost

analyses of various elements of the package need to be made under tarn
conditions to d2termine if benefits are dramatic enough to motivate rfarmers
to accept a part of a package or a complete package of technology. Also

needed is accurate economic analysis based upon
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program-wide yield data, cost of production, and credit, comparing the

| R situation before the program was commenced with results expected after

é five years of program implementation.

| Tn 1972, 829 corn farmers received technical assistance and credit

| for production on 5,920 hectares. The average area per farmer was 7.l
hectares for which he was provided credit averaging $600 per farmer.

: Programmed increased in yield and magnitudes of planting goals seem overly
optimistic especially in view of the large numbers of farmers to be reached,
the technical deficiencies of the package, the lack of adequate economic

: data to support expectations and the organizalional inefficiencies that ape

: a purt of any new program,

It appears to ut that the production/prumo! 1 phase of the program

| tur providing supervised credit and technical “c tance was not based

|

i upon suf'ficient research and integration of recesy ! efforts into the

; program per se. There is no doubt that mucli r:search in corn has been per

| formed to develop composites, lines and hybrid .+ B determine improved
agronomic practices, but these efforts have n¢! ' incorporated into a

| program to dramntically change corn production 2 ‘nology on either amall

| or medium sized target farmers.

While ICTA expects to make a signiticrit i: in: the near future in

| attempting to coordinate its corn researcli/pro. « ' . work with DIGHSA, many

|

f working arrangement details are yet to be de iioq LLen, requiring more tim

| before a more integrated approach to production 1. bi-ms will have on impaat

| upon prodﬁction vithin the project. The Team is of the opinion tlat AID's

i

e
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support to ICTA's efforts in on-farm adaptive research and training is an
essentiul pre-requisite for re-directing the program toward a moie sound
technological approach for increasing production,

INDEACA's essential role in corn marketing und price stabilization

“appear to be realistic and economically sound. Its activities of increasing

grain storage capacityhby approximately 46,000 additional MT will help
eliminate supply-demand-fluctuations over time, decrease physical

losses and provide many economies. Its policies of corn pricing

are expected to provide not only better and motivacing prices to farmers
but more stable and fair prices to other consumers of maize., The Program
identified the following restraints in o:der of priority for improving the
basic grain situation:

1. Lack of production credit,

2. Inadequate systems of marketing.

3. Paucicy of agronomic research information and inadequate

mechanisms for delivering inforuation to farmers.

In the opinion of the Evaluation Tcam. these priorities are in reversc
order, It seems illogical to begin an agricultural promotion program if
there is a paucity of research data on which Lo buse a prograii, We feel
that the Program has given less emphasis fo marketing and price
stabilization than it logically warrants siice puice policy is paramount i
providing incentives to use improved prictices for increasing production aid
farmers profit. We conclude that a restructure of the progran goals and
yield expectations are essential and that this restructure should includc

more comprehensive integration of research information, marketing and price

stabilization policies,
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B. BEANS

Since beans are the second most lmportant staple in the diet of the
Guatemalans it has been given emphasis for promotion under the Loan and
the National Development Plan, The Loan and the Plan provided for a
planting goal with credit and technical assistance on 10,000 hectares to
be acﬁieved by the fiffh year (1975). 1In 1972, 307 farmers received
$186,2?3 in BANDESA loans for the cultivation of 1,978 hectares of beans,
This represented an average of $606 per farmer who grew an average of
6.4 hectares of benns, Beans are noxmally plintcu in rotation with corn
before the corn is harvested. Vines are allowed to climb corn stalks for
support. Farmer's yields with traditional nractices have averaged 387 kg/ha.

The limiting factor in increasing be.a production in Guatemala as
in most other Latin American countries i the prcilem of vines diseases
which reduce production., The most obvious need, therefore, is improved,
virus-free bean varieties which exhibit some degprie of resistance to
insect transmission of virus diseases. ‘a5 jroblem can be overcome
eventually but requires long-range basi: .i ' li'tive research, plant

material introducticn, testing, selection, sead multiplication and

development of improved cultural practices. The package




of improved technology for beans has definitely not been developed, nor can
it be developed in the immediate future,

From a realistic standpoint, if credit is provided to farmers who prow
beans, such credit might be Justifiably used for the purchage of Cthe best
bean seed available in the country to produce as high yields as possih]u
under good cultural conditions but this certainly not to be interpreted as
"“improved cultural practices". Most of the current credit is probably
being used for hired labor costs of land preparation, planting, weeding
and harvesting. The present traditional practices of bean culture are
employment. generating and tend to distribute income. In this respect,
it helps to meet overall objectives of improviung the economic situation
of those employed in small fawxm enterpri:a.

There is an obvious need for future emphasis by ICTA in performing
the necessaty research in bgana, talirs full advantage of the related
work being conducted by the Intermational Center for Tropical Agriculture
(CIAT) in Colombia and the work of the Tn.ernational Institute for
Agricultural Sciences (IICA) in Costa Rica. 1ICTA's responsibility lies in
the adaptive research necessary to deve on the acronomic technology, test
varieties and multiply seed‘of the best varieties developed by the
international and regional institutes.

Marketing and price‘policy is imrortant to assure honest and incentive
prices to bean farmers. The eventual provision of additicnal 40,000 MT
capacity ii. grain storage facilities over the existing 17,000 MT capacity
will help assure that storage and marketing facilities are available over

and above private bean market systems.
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C. WIEAT

Wheat is traditionally grown in the highlands of Guatemala by small
farmers. This production flows to internal markets to meet needs
principally of the urban centers.

The current level of production provides for about one third of the
country's needs., Since the type of wheal grown is a scfc bread Spring
wheat with relatively low gluten and low protein levels, importation of
hard, high glucen, high protein wheat is considered necessary for blending
and wmaking bread with acceptable charas toristics,

Ihe supply and demand projec! ro 1ded in the Iowa State univer-

sity assessment indicated increasiiy (r: in both supply and demand

between 1970 and 1980 with an anti ficit of 109,000 MT by 1980.
Presumably on this obvious need ba i | + lan strategy provided for
emphasis in increasing wheat produ .t . n, Flanting goals with credit

and technical assistance were esta! 1000 hectares in the first
year increasing to 6000 hestares i: " {th year.

An average of $380 per hecta « 1 suded to 725 farmers iu 1972
who applled improved inputs on an 4 hectares of wheat per
farmer.

Traditional wheat yields ave ‘hia compared with a
current U.S. average of approximutb: . & and a Mexican average
of about 1700 kg/ha, both of which of improved technology
application on a wide scale, Jhus. = ctainional’ level of production is
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actually not traditional at all, The current yield of more that 1000 kg/ha

is a result of a seccessful wheat program that has been in effect aince 1958,
Many farmers are currently employing improved technology (fertilizer, chemical
weed control, improved varieties and related cultural practices). ihis
observation does not negate the possibilities of further yield increases by
further improvement in wheat culture, but the magnitude of increases may he
relatively modest,

Future developments in increasing wheat production in Guatemala will
depend upon improviﬁg wheat technology and continuing to provide guaranteed
prices to farmers fo assure their profits,

ICTA is already engaged in a sound rescarch program inveiving
development of improved cultural practices and variety testing of improved
wheats available through the International Center for Maize and Wheat in
Mexico, and the University of Nebraska's International Wheat Nurzery Trials,
Types of wheat are being sought with diseass resistance, high yielding
capacity, semi-glutinous grain characteristics and high protein levels,

If such types could be found and inc eases in production could be achieved,

Guatemala would be able to meet a higher proportion of its own consumption

L cooperative program of the Asociacion Nacional de Froductores de
Harina, Gremial Nacional de Trigueros and the Oficina de Jontrol de la
Importacion de Irigo which provided technical assistance and floor prices
of $6,00/cwt,



requirements in the future. In view of rising world prices for wheat, this

approach appears to he a rational strategy for pursuit.

D. RICE

Rice is vraditionally not as important in the Guatemalan diet as
corn, beans, and wheat, its consumption level being less than 5 pounds per
capita per year. During the last two decades, both imports and exports
of rice have been small with Guatemala pruviding for its own internal
consumption requirements in most years and exporting only small quantities
to other Central American countries in cther years.

Supply and demand projections for ri 41 indicated that by 1980,
Guatemala wiil be a net exporter of from 3,000 to 10,000 MT of rice.

The National Plan provide! for credit and technical
assistance to increase traditional rice production area yields from 1837 kg/ha
to 3250 kp/ha on 2000 hectares by the fiftl year, This was estimated to
provide a total increase in production of 4,600 metric tons.

While it is considered technicnil: sitle to achieve these yields

per area unit, especially under irrigat nditions, the Plan apparently
does not take into consideration that (ke two supply and demand projections
mentioned above showed that achievement Increased total production would
be accomplished even if Ehings continucs - they have in the past, In

1972, 224 rice farmers received an aver .o credit loan of $771 to be applied

to an average of 5.1 hectares of rice. The slight increases in total rice
production during the last two decadvs, ! ppears, have breén achieved

prinicpally by putting new areas into production on the South Coast and in

1Battelle Memorial Institute and Consejn Nacional de Planificacion
estimates,
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the Northeast near Lake Izabal. This trend of putting new areas into pro-—
duction will probably continue in the future since there is a considerable
amount of land on large farms that can be diverted to »ice production i
the market exists and the margin of profit is adejuate.

The question arises whether rice should be included in the Basic
Grains Project, especially in view of tle magnitude of technical assistancs
and credit.resources that will be required on a priority basis to increase

corn production to leveils adequate to meet consumption requirements,

E. GRAIN SORGHUM

Grain sorghum, like rice, is a relatively minor cereal among th
crops being promoted under the Basic Grein Project, only 5% of the total
farms planting basic grains grow grain soiphum.  This is partly because it
is a relatively new crop for Latin America and ie not a traditional human
food crop there.

More than one half of the grain sorglium is grown on farms of less than
seven hectares, In recent years, Gualumala has exported sorghum in quantiti

ranging from 22,000 MT during 1953- 100, | $,500 MT in the 1963-15967 period.

There is an increasing trend in the & el ororphum as animal feed (poultry,
pork and dairy). It has been estim:iod. . ¢t by 1975 the sorghum demand will
be 331,000 MT, the supply 261,000 M] i laficit balance of 70,000 Mi

The Plan makes provicion o increasing the yield per

hectare of grain sorghum from 704 kg (undi traditional practicss to 3,175 ks
an increase of 450%) on 6,000 hectaroes by 1975. This expected average

level of production per hectare is 71% of the yield/ha reported on the best

1Battelle Memorial Institute, Prejections of Supply and Demand for
Selected Agricultural Products in Central Amnerjca to 1970 and 1980, May, 1864,
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Guatemalan farms. While such average yield/ha goals are

technically possible, they seem unrealistic and impossible of achievement
within the relatively short timeframe of the program. This opinion is
supported in part by the fact that during 1972 only 40 loans averaging
$2050 each had been provided to sorghum farmers whose plantings under
credit averaged 3B.8 hectares. This sugeests that if production credit for
sorghum is needed by these larger farmers, it might best be provided

from sources other than tie supervised credit program (perhaps from

BANDESA's commercial credit window).
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IT. AGRICULTURAL DIVERSIFICATION PROJECT

This sub-project funded under the Loan provided for a budget of
$22.5 million of which $8.5 million was to be financed by AID. Its imple-
mentation plan provided for credit to farmers from BANDECA-contiralled
funds and technical assistance from DICGESA Promoters for the increased
production of vegetables, flowers, sesame, plantain, deciduous frodits,
avocadoes and citrus fruits, While these crops are already grown on an
extensive scale in Guatemala, the objecbive of the sub-project was to
"technify" with credit a total area of 36,900 hectares of diversified
crops thereby increasing their production within the Five Year Flan ;;rtnd.

The ralionale for the prumon’ on of diversified crops as present
in the National Development Plan (L971-1%75) was based on the need to
logk at alternative crops as a source of export earnings and employment
rather than relying heavily upon coffee, bananas and cotton. These threc

waol aocounted for 7O percent of

r-
=3

crops along with beef products an.
axport earnings in the past. The lows State University assessment observed

4.

that future increasss in demand for tton, coffee and sugar in the world

market looked bleak, implying a th tvre leveling off or decline in emplayment

alternatives in Guatemala. Coffee and cotton alone werse revorted to us
90,000 to 110,000 full-time employees aru 100,000 yart-hime employea:

supplied largely from the highlauds sucs  shelce sector.
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Progreés reports of BANDESA indicate that ia 1972, 1,104 loans

totaling $1,347,880 had been provided to promote increased production of

diversified crops on 4,836 hectares, Of these loans, 098 were for

vegetables, 144 for sesame, 95 for plantain, 71 for deciduous [ruits,

43 for avocado, 36 for flowers, and 17 for citrus,

Saveral problems involving implementation of the Diversified Crops

Sub=Project were identified by the Evaluation

Team during the brief study

period. In the case of the tree fruit crops (citrus, diciduous fruits,

and avocadoes), there was reported raluctance
of the small farmers to make long-term, heavy
would not begin to produce profits until five
planted. Such farmers preferred to cngage in

instead, for example, in vegetables or sesame

= A &

and inability on the part
investments in crops that
years or more after being
short-term crop enterprises

production.



In the case of floweré, the level of technology, the intensity of

culture and the high magnitude of investment rcquired for meeting exporc

market quality standards suggests that this crop can most appropriately be

handled by the agro-business sector, private capital and/or specially

interested individuals. Such individuals, companics, or perhaps in

Some

cases, cooperatives, must have or develop through experionce the managoment

capabilities necessary to solve the serious transport and marketing problems

that exist with floricultural crops. Furthermore, the Team viewed it as
highly doubtful that the inexperi:uced promoters of DIGESA would be able
to provide technical assistance of auy value to flower growers or even
perhaps to the more sophisticated or experienced vegetable BYOWErs,

In the case‘of the less knowledgable vegetable and sesame producers,
there appears to be a need for crudil wad technical assistance on a priori
basis expecially in view of tlieir importance for internal consumption (1n
case of vegetables) and export earnings (for both sesame and for those
vegetables wherc export quality standards can be achieved).

Recent modifications in bolth thc [inancing and implementacion of the
program have provided for reduced emphasis in the diversified crops and
increased emphasis in the basic graiu. 1 1973 and laters vears, These
modifications appear to be sound especially in view of recent upwaid
changes in world prices for ccttouu, cotfee, sugar and bananas which are
usually grown by the larger farmc.s. Hipliasis in increasing the
economic production of the important basic grains is Justifieu on the

basis of present conditions of world supply, demand, and price,
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In future implementation of the credit and technical assistance
to basic grains and diversified crops, the Team suggests the possibility
of' formally breaking down the distinction between these two groups of crops.
Such a distinction is artificial and would be better replaced by a '"whole
farm" approach.

The foregouing Judgments on the relative importance of' some crops
compared to others are intended only for consideration in possible future
readjustments in program emphasis. ‘hey ought to be considered as guides
only until further more detailed analytic work suggestz2d previously bears
out the economic and techniocal feasibilivy of such redirection in the

program.

- 03 =



CHAPTER 5

OTHER LOAN SUPPORTED PROGRAMS

I. HUMAN RESOURCES

In addition to the technical assistance and training included in the
production and research projects, the program included $8.9 million (in
the Loan Agreement) for a variety of manpower training programs, both [m
farmers, Government staff, and teachers. Up to $5.6 million was to be
.covered by the AID Loan, in:zluding rather anomalously, $2 million ta be
loaned to farmer cooperatives te strengthen them. Thus, a total of $3.3
million was to be contributed by the G0G,

Subsequently, the Five-Year Plan reduced the program to a total
of $8.704 million. Aside from the $? million for ceonerative credit,

the Human Resources Project consisted of the following sub-projccts:

Item 5-Year Cost

Agriculture Training Centers

To give short courses to 24,000 [.rmers $1,643,000

Agriculeural Youth Groups

To organize 50,000 youths in 1200 "4-S" Clubs 1,200,000
Mobile Schools =
To give instruction to 12,000 farmers 230,000

Agriculture Information Servica

Yo publicize agriculture information program 134,090

Secondary School Training

Training of several hundred rural change agents
(“promotores') and rural school teacher 2,340,000
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Item 5-Year Cost

Training Grants for Agricultural Ministry

Train 70 - 100 persons $250,000

Higher Education

Scholarships for 45 per year : 707,000
TOTAL $6,704,000

The GOG has expended $1,614 million out of a scheduled 3.133 million
while AID has expended $1.515 million out of $3.569.

We have not attempted to evaluate this part of the program iﬁ any
depth. In general, the training progrums have progressed in volume at a
reasonable pace. The overall numbers of technical staff aimed at are
certainly modest velative to ultimate or ideal needs. Probably Guatemala
should aim at training larger numbers of '"peritos agronomos! graduating
perhaps as many as 100 per year, in post-secondary level education
programs rather than expecting to depend on the secondary-school training
of the field promoters,

While this present program may bc a reasonable temporary expedient,
we have consideraltle doubt that the promoters are properly equipped to
deal dependably with the small farmers' problems. As the system is now
operating, the promoters aPpear to be playing the role of bank representatives
more than of technical and managerial advisors. However, this does not mean
that the system is basically not well conceived or that training and
experience cannot make the promoters into proficient purveyors of more
advanced methods. As discussed elsewhere in this report, these enthusiactic
young men of limited experience can have relatively little uscful advice to
offer the farmers until effective improved promotions have been worked

out, Obviously, training needs must be derived from the manpower
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requirements of the overall program. In view of our tindings and recommen-
dations for the program in general, we conclude that the first step needed s
to improve the design of the program's larger goals and methods. In (e
meantime, the various staff training programs can reasonably proceed, since
it is not likely that output will exceed Government agency needs,
Continuation of the farmer training programs can reasonable b supported
too, altheugh courses should bring the farmers' attent ion to the cost-
benefit problems involved in adopting more modern technologics,

Feedbac and evaluation is as imperative for che farmer training
courses as for the rest of the program, in view ot the more than $3 million

budgeted fcr these activities in the S5-year period,
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II. ARTISANRY PROJECT

The Rural Development Loan contained $750,000 to be used for preduction
and marketing subloans and technical assistance to small artisans engaged
in the production of handicrafts. The GOG was required Eo provide an
additional $500,000. The objective of the program was stated to be to
modernize handicrafts production and marketing in order to permit an increase
in exports.

Since other parts of the program were expected to have a limited
effect on rural employment, the possibility of increasing employment
through production of handicrafts was an important motivation in undertaking
the project. Funds provided were to be used for the production of raw
materials and equipwent and for the provision of technical assistance in
production and marketing, It was estimated that approximately 2,060
artisans would be involved in project and that their returns would be
increased by over $300,000 a year. It was also estimated that some $2,4
millions in foreign exchange would be generated from exports, It was
further estimated that there were some 40,000 artisans in the Highlands
with a potential foir annual production of 20 millinn quetzales,

The analytical base for the project seems to have consisted of a
memorandun of the Bank of Guatemala, '"Situacion y Desarrollo de las
Industrias Artesandas en Guatemala," and a number of AID memorandums
concerning handicrafts in Mexico, Peru, Ecuador and Bolivia, We found
no careful analysis of market potential,

The GOG has shown little interest in the project since the loan
was made, Conditions precedent to disbursement were not met until early

1973. The Director of the operation only serves part=-time and the GOG
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has not responded to reques‘s to name a full time Director, While
AID has disbur;ed to the GOG the entire amount of the loan, as of

June 30, 1977, only 24 loa?s to artisans had been made in an amount

of 38,596 quetzales. Of this aucunt 22,879 quetzales had been drawn down.

The loans made are for the purchase of raw materials.
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"CHAPTER 6

NATIONAI. DEVELOPMENT PLAN, 1971-75

I SUMMARY

The National Bevelopment Plan for 1971-—751 was completed prior to
July i, 1970, vhen the Argna government took office. The plan was
accepted by the government as the basis for its development
activities.

In the plan, highest priority is assigned te development of the
agricultural sector.2 It summarizes the strategy for agricultural develop-
ment as a frontal attack on the following problems:

1, Historical growth rate insufficient to improve living
conditions for the rural population.

2. 30% participation by agriculture in gross product with
growth based mainly on five products (coffee, cotton, banana, sugar and
beef) making up 75% of total exports and 5% of the econimically active
population carning “heir livelihood from the sector.

3. Ingufficient growth rate and economic base of the agricultural

sector to bring abont needed growth in other sectors.

1P1an de Desarrollo, 1971-1975, Secretaria General del Consejo
Nacional de Planiricacion FEconomica, Guatemala, Junio de 1970. This plun
consists of over 2,000 pages of text and hundreds of pages of tables,
divided into two volumes of the plan itself and five annexes of sector
programs. Future reference will be to "The Plan."

21bid. p. 4.
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The following short run goals are specified:

1. A esubstantial and sustained growth of agricultural product
through increased productinn of foodstuffs, primary materials aud cxport
products in both traditicnal and new products, bLuaved on prelerent fal oassictaace,

expecially at the level of specific projects, to swail nd medium tarmers.,

2. Maximum utilization of laber in apriculture when techmological by
viable.
3. Gradual but substantial incorporation of subsistencc gEToups

into the market e¢conomy.

b, strengthening of the base for future agrizultura! development
through research and training programs and massive development of youth
clubs.

These shorv term goals are specified by the plan to be in harmony

with the following longer term goals:

1. Redistribution of agricultural incomes.
2. Reduction of regional disparities.
3. Massive integration of the indigenous econemy into the

monetary econony.

An overall plun objrctive with vhich the goals are =aid to be
conslstent is that of reducing vuinerebility of the cconomy to the vaparies
c¢f the cxport sector. -

w Chapter 1 of Volume 1 of the Plan, a discussion of how te jmprove
income distribution puts'producticn policy'™ at the top of thé list.

The agricultural development program is considered to constitute an
importaant factor for improving income disiribution by raisine the income

levels of small farmers and lowering the cost to the consumer of certain

basic articles.

1Ibid. pp. 7-9.
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Other policies listed for achieving improved income distribution

are (in order listed):

1. Price and wage policy
2, Fiscal policy

3. Empioyment policy

4, Land tenure policy

5. Education

6. Health
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IX.  AGRICULTURAL SECTOR DEVELOPMENT

Since the plan places highest priority on development of the agricul-
tural sector, considerable space in the plan is dedicated to a discussion
of the problems, strategy, programs and projects for the scctor.l

The strafegy for agricultural development is conceived as a packape
of policy, program and specific project meuasuves tending to achieve a
gradual but substantial transformation of the sector by incorporating
technological advances and altering the actual structure of income
distribution,

Increaced agricultural product is the objective. This increase is

to be achieved through :

1. Consolidatiun and diversification of export activities and
2. Development of activitics dedicated o production for the

interpal and Central American marketﬂ.z The plan cousiders that this
strategy will, by expanding agricultural product, stimulate the other
sectors by increasing demand for agricultural inputs, and due to resulting
increased rural jincomes, jncreas:e demand for consumer poods.

More specifically, the strateny is designed to:

1. Provide the apricultural sector with a larper share of GNP
through application of advanced technology,

2. Provide a greater proportion of that increased shave of GNP
to small and modium farmers through development of structures more

favorable 1o them.

]Volume I1, Se~tion two, Chapter I, A, with 717 pages, plus two large
Annexes with 275 pages and 430 pages respectively,

2Volume 1T, Section two, Chapter I, A, pp. 1-2.
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Since non-agricultural sectors have made a poor showing in the past
in absorbing redundant agricultural labor, the short run stfategy is to
create jobs within the sector, through intensifying production, basically
through use of improved inputs, with low priority on mechanization,

The most important element of the plan strategy is to increase

productivity per hectare.

Through increasing productivity per hectare three sub-purposus are

expected to be accomplished;

1. Substantial production increases.,
2. Improved labor absorption.
3. Generate demand for industrial products (agric. inputs).

Some productior projects and programs are designed to preferentially favor
small and medium farmers, including in some cases, subsistence farmers.
Thus, there is to be a favorable impact on income distribution both from
the direct effect of certain projects and from increased labor absorption
>f the others,

Another element of the strategy is to mount an objective and
systematic effoct to create conditions that facilitate agricultural

levelopment in the long run through:

1. Development of human resources,

2. Institutional reform.

3. Fvaluation and Research on developable resources.
4, Agricu’tural research. |

5. Regional development.

lop. cit. p. 6,
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The five year cost of implementing the agricultural plan is

estimated at 143.2 willion quetzales.1

The Breakdown of financing for the investment budget by years

is planned as foliows:

Table 5

Apricultural Sector Invesiment Budget®

INTERNAL EXTERNAL TOTAL .

% of % of toral
Total investrent
Internal budpet

Year Millions § A Budget Millions § 4 Millions iw.llbﬂﬂﬁﬁt»

1971 9,18 49.7 15.5 10.03 52.3 19.21 19.6

1972 8.3% 43.6 17,5 10.76 56.4 19.08 18.7

1973 9.32 42,1 13.06 12.81 57.9 22.13 18.8

1974 9.74 42,2 12.8 13.34 57.8 23.08 18,4

1975 11.41 47.4 12,8 12.64 52.6 24.05 18.4

*Source:

toe I-5 and 11-1 to II-5, Public Investwent Plan, 1971-1975,

Actual Fxpenditures

Means for executing the p!n are as follows:

a.

1op. cit. p. 10 - One Quetzales equals U,S. $1

Technical assistance

Credit

Marketing

Agricultural research
Training

Provision of infrastructure:

(1) Irrigation
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2)

Drajnage

(3) Secondary roads
(4) Marketing infrastructure (storage, étc.)
Instruments:
a. Rural development plan:
(1) Basic Grains program
(2) Agricultural Diversification program
(3) Human Resources program
(4) Artisanry development program
b. Other agricultural sub-sector activities.
c. Institutional Reform;

A short-run plan of action is specified as follows:

1)
(2)
&)
(4)
(5)

Institutional reorganization.

Formulation of short-run policles.
Mobilization and training of human resources.
Mobilization of Financial Resources.

Programming

Several hundred pages are dedicated to suggestions and prepared laws

for imstitutional reorganization. Discussion of short-run policles is

limited to two pages, with the suggestion that the agricultural sectoral

planning unit should devélop (in the short-run) policies related to 1)

INDECA marketing and price stabilization activities, 2) general price

policy; 3) export policy for products that also have an important internal

demand (such as heef); 4) agricultural development policy vis-a-vis

industrial development, and 5) export policy for traditiomal exports

(coffee, cotton, bananas).
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A specific program is detailed for Human Resource development,
One page is dedicated to discussion of mobilizacion of Financial Resources,
Mention is made of 1) the consolidation of agricultural credit resources
from three existing (then) institutions (SCICAS, BNA, LXFOD) into BANDESA ;
2) request for asslistance from the World Food progran for capicalicing TRDECA;
3) request for assistance from AID to fimance the Rur.l Developaent plan, and
4) request for assistance from the World Zonk to finance other sub-seetor
activities (specifically the Livestock program ca the South Cugst).!

The sectorial plamning ofr ice is charged with mountiuy aiv intensificd
programming activity fcr the following prioriv, specific action arcvas:

1. Comsolidation of development of cthe agravian parcels distii-
buted by INTA.

2. Development of cooperative farms,

3. Colonization of Ixcan,

4, Drainage on the Southern Coast,

5. Small irrigations,

6. Development of the dairy industry.

L1bid. p. 30.
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AGRONOMIC-ECONOMIC STUDIES NEEDED

The Evaluation Team has been requested by the USAID to suggest types
of economic studies to provide information on which to base production
programs. One obvious nced is basic information related to the economic
profitability of a 'package of technology' approach in any particular
crop. There has apparently been little or no work on this aspect
of crop production problems in Guatemala except some macro-analyses employed
for cstimating anticipated results from fertilizer use.

An example of such a study was the Iowa State University report which
addressed the question 'Where should a corn production program be located,
in the lowlands or the central region?" The analysis attempted to show that
an investment of $2.5 million in fertilizer would precduce more economic
returns in the highlands than in the lowlands. It considered that fergilizer
would be the only additional input to existing practices, We note that the
Towa State University analysts had some reservations as to their conclusions
since they suggested that further in-depth analysis was needed to assess
more accurately the cconomic feasibility of this approach,

Other work by D. Albert U, Plant (USAID Contract) analyzing data of
181 FAO fertilizer field trials/demonstrations, has shown the relative
importunce of nitrogen over phosphorus and potassium for increasing

yields of corn. The "best combinations'" of NPK resulted in benefit/cost
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ratios of 3.1 to 1 and 2.7 to 1 in the Western Highlands and Central
‘Highlands respectively. Yield increases from fertilizer were influenced
highly by plant population. This emphasizes the need for inclusion of

at least the most limiting components in a package or a partial package of
technology. We thus pose a different and more important
question that requires attention -— "What are the best cconomic packages
of technology ov partial packages of technology and crop mixes that will
provide the most profit for a farmer from his overall operations?'" This
fundamental question is the basis of all decision making on the part of
the farmer.

The prinripal lesson that we have learned from the many production
programs conducted in LDCs in recent years is that one specific technological
package does not serve all conditions and is not readily accepted by
farmers because of the inherent risks involved in the investment of the
high cost inpucs. Even if yields frum the improved package on experiment
station plots are dramatic, the farwer must be convinced that he can also
obtain dramatic yield rerults and profit from a wminimum and economic use
of inputs on his own farm. This flags the need for the basic information
concerning a given package or its variations on which to design programs,
establish production goals and determine program methodology.

Basic suideline information should include response of variable
levels of the econonic inputs under varying ecological conditions.
Variations in the package must be developed through research to allow the
farmer to make his own decision regarding variety, fertilizer, lovel, type,
time and location of application, type and level of wged control, plant,
population, row spacing, depth of planting and other préctices. Decisions

will be made by the farmer incorporating his own knowledge and experience
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regarding his soil and the specific environmental conditions which may change
from season to season beyond his control. Research conducted on experiment
stations in the past can serve as guides to conduct fuyrther research on
farmers fields to develop § serles of variable packages of technology for
each crop in low, intermediate and high altitudes, in varying soils

employing more than two of the best varieties for each ecological zone.
Agronomic economic data is needed on the benefits to be achieved from
out-of-pocket investment of variable rates of inputs (fertilizer, pesticides,
weed control, seed, etc.).

It has been determined from other studies that if benefits do not
exceed costs by.2.5 timz2s, farmers are usually not motivated to risk
possible monetary loss from the input of improved (but still unproven to
the farmer) practices.

Research to be conducted must determine the B/C ratio of each input
individually when all other inputs are provided at a standard rate considered
to be optimum. Fach input in turn is thus tested as to its relative
importance in the package with an optimum economic level established for
each. A modified package is thus developed for each important variety of
crop, for each major ecological zone and soil type. In each zone several
alternative packages may be required to allow alternative decisions to be
wadc by the farmer. The,optimum package would be one to maximize yields
but still be in tne B/C ratio range from 3:1 to 2,5:1, A simple approach
would be to provide low, medium and high levels of the various input components
to the package depending upon their relative known cost and proven expected

benefits. For example, in a specific area let us suppose that from on-farm
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research result the following package was determined to be optimum for

corn,
Location: Zone I
Yariety: "x"
Fertilizer: 100 kg N/ha, 50 kg/PZO5
Plant population:  40,000/ha
Weed control: Q7.25 for chemicals
Application: 1/2 at planting time

1/2 at 30 DAP (days after planting)
'An alternative package for corn with a lower level of input wight be one
preferable to a farmer for initial acceptance because of ity lower input
cost, but its still relatively high effectiveness for increasing his total

income., For example:1

_Toecation: Zone 1
.. Variety: "x"
Fertilizer: 75/kg N/ha
35/kg/P,0./ha

Plant population: 30,000 ha
Weed control: by hand at Q4.00/ha for labor (or his own labor)
Time of Fertillzer: 1/2 at planting

- 1/2 at 30 DAP (to be eliminated at farmer's

chpice, perhaps, in case of severe dry conditions.)

lThe above examples are suggestions of the Methodologv to be employed
only and are not specific recommendations. Quantitative decails must be
determined by on-farm research and known price data of inputs and outputs.
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In the first case the farmer's total yield and profit may be maximized
uﬁder a satisfactory B/C relationship. In the second caseithe economic
officiency of inputs would be maximized sacrificing some total production
and profit but minimizing his risks. Many farmers may elect this latter
alternative or cven one with a lower level of inputs and investment.

While farmers do not usually understand the detailed complexities of
the economic relationships of inputs to outputs, they usually do have enough
knowledge and experience on which to make souad judgments which make
cconomic sense to them. Ac new plant materials are developed with hizher
yield potentials, the farmers' judgments are not as valid as they were
with older variéties. This requires re-educating the farmers to help them
readjust their values in the decision making process. This type of
activity is one that should be initiated by ICTA involving promoters or
extension agents of DIGESA who would help arrange such on-farm regsearch
with lecading cooperating farmers in typical and accessable production areas.
Some financial arrangements would most likely have to be made to assure
cooperative assistance for providing land and necessary labor inputs for
the field trials. These field trials would also serve as demonstrations
throughout the growing season to show the response of the various packages
being developed and perfectad for the specific area. Follow-on activities
of all types would be negded to propagandize results of thé trials-
demonstrations,

Besides serving as demonstrations for farmers, these activities would
promote the integration and coordination of technical personnei (agronomists,
economists, cntomologists, weed control specialists, extension specialists,
etc.) in solving the problems of profitable crop production. These

activities would do much to re-orient the research, extension and credit
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and training efforts toward more unified objectives of Increasing production,
employment and income of farmers.

The economics of the farmers' crop enterprise describad above
must further include some assistance in helping to determine the relative
benefits that he will receive from his enterprises involving other crops
animal production, off-farm income and other activiries rclating to his
well-being. Overall economic aspects of total farm operations are described

in Annex II, "Farm Analysis Project.'
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ANNEX I1I

SUGGESTED FARM ANALYSIS PROJECT

I. SUMMARY
A. PURPJSE

The purpose of this project would be (1) to determine the income
efiects on individual farmers (and classes of farmers) participating in
the Basic Graine and Crops Diversification projects of the Rural Development
Plan 19731-1975, and, (2) to determine the employment generation effects of
participation by different classes of farmers.
B. TI’ZCHNICAL EXPERTISE REQUIRED

One full-time expert in Farm Records and Analysis. Some short-term
expertise might be required from time to time. For example, a sample frame
wmight need to be drawn, requiring specialized assistance.

The full-time expert should be fluent in Spanish, should have experience
with farm record-keeping and Farm Costs and Returns Analysis both in the
U. 5. and Latin America - Experieunce with small and illiterate farmers
would be particularly helpful.
C. SCOPLE OF WORK

Assist the Ministry of Agriculture as follows:

1. Determine data requirements.,

2. Determine preferable method of obtaining data for both

participating and non-participating farmers.

3. Betermine feasibility of keeping records for all participating
farmers.,
4, Determine who should be Record-takers {promoters, Extension

agents, speclalized staff),
5. Design and test data schedules for taking field data,

6. Develop iustructions for Record-makers.,
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7. Train and monitor Record-takers.

8. Set up data compilation and testing procedures.
9. Set up and supervise cost and returns analysis,
10. Interpret and report results, (a) back to individual promot ers

and farmers, and (b) tc Ministry management staff.
11, Suggest adjustments to the Basic Grains dnd.Crop Diversificatdon
projects based on analysis results.
12, Train (on-the-job) a corps of Ministry technical and statistical
clerk staff in all aspects of Farm Records and Analysis,
D. PERIOD OF PROJECT
Two to four years.
E. DETAILED DESUGRIPTION AND SUGGESTIONS
If the farmer does not have a significant net income response {rom
participating in the program, he cannot be expected to continue. As a
genaral rule of thumb, if his average annual net refturn ner hectare over
a five year period is not doubled {or even tripled), it is doubtful that
he should be expected to take on the extra risks involved in utilizing

gignificant amounts of credit for cash inputs.

Data Requircments

a. The only way to determine income effect with any degree of
confidence 18 to obtain accurate data of all costs and returns involved in the

enterprisesl actually carried out by the farmers under the program.

1The word “enterprise" is used here to distinguish the farm operaticn
by separate production activities such as a field of corn, a vegetable
patch, a cow or cows, a field of beans, etc., each one being an enterpricc,
"Activity' will be used to distinguish each separaic step invelved in the
production process for the enterprise, such as preparation of land, applying
fertilizer, planting seed, weeding, etc., for oue enterprise. In some
Latii countries, the equivalent terms are: Enterprise: Actividad, Activity:
Tarea.
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In fact, costs and returns for all of the farmer's enterprises should e
included.

The farmers net Twhole farmf position may be unfavorable despite
the fact that the improved enterprise shows acceptable net returns. This
may be endemic in the farmer's other enterprises (i. e., they may be
unprofitable) or it may be the result of neglect of his other enterprises,
due to shifting family labof to the improved enterprise, or shifting of
other factors away from his other enterprises to the improved enterprise.1
In some cases, the farmer may blame the new fmproved enterprise for hie
real or imagined unimproved or worsened income situation, when, in fact,
there are other causal factors not related to the improved enterprise
at all.

It is recommended that costs and returns data be kept on all income
or production enterprises of the farmer and his family, not just the
improved enterprise.

b. Three sources of costs and returns data are needed:

1. The participating farmer
a. the crop year just prior to his entry into the program.
b. each crop year he particilpates.

2. "Control" farmers. A group of farmers who have farm
characteristics (size, location, soi} type, enterprises)
similar to those who participate.

One way of choosing control farms is to randomly go te farms adjoining
participating farms, rejecting those which do not roughly match farm

characteristics of the participating farm.

1In income terms, if added attention to his farm, due to the improved
enterprise, forecloses the family opportunity (totally or partially) to
work part-time - on a neighboring larger farm, selling produce at the local
market, etc. - the income thereby foregone is a '"cost" to the "improved
activity", which can be accoynted for by recording total labor use in the

improved enterprise.



The control farmer group need not be as large as the total participating
farmer group; probably a ratio of about one to ten would be satisfdctory.l

The control group of farmers might need to be paid in order to obtain
participation. It might be that control farmers cannot be induced to cooperate
in a discipiined way. In such case, one would need to rely on the Record-
takers' observations and conversations with non-participating farmers.

c. Cost Data should be kept separately for each distinguishable
enterprise, i.e., each crop, each field and farm, 1. e., each input, and, for
labor, machire, or implement use. For example, if a farmer has (a) 10
manzanas of cernj (b) 15 manzanas of wheat, (¢) three pigs and (d) a small
vegcetable patch, he has at least four enterprises. If his 10 mauzanas of
corn is in different fields (or the same field with considerably different
physical clicracteristics such as slope, soil type, fertility level, wteol),
it should be treated as separate enterprises. 1If the farmer has a generally
‘'uniform field of corn, but, on part of it, he uses one combination of foctors,
(type and amount of sced, type and amount of fertilizer, type and degree of
veed control, etc.) and »n another part, another combination, he has two
distinguishable enterprises in the one field of corn, and the data thercon
should be kept ceparately.

Within each enlLerprise, the amount and cost of each input should be
recorded. 1npits are of three general types:

(1) Cash or capital inputs: seed, fertilizer, and other
chemicals - if seed is used frow last year's crop,
o market value should be estimated.

(2) Implement and machine use (direct costs and depreciaticn)

1If records are kept -only oh a sample of the participating group, the
control group sample probably will need to be about the same size, in order
to cover the major stratifications.
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(3) Labor (paid-hired, and family-unpaid) (paid family
labor should be treated as paid-hired)

Items (2) and (3) must be vecorded by activity step (tarea). For highland
corn the steps might be:

- mulching or removing last year's crop debris

- land preparation

- starter fertilizer and other possible chemical application

~ planting

- cultivating (weeding - perhaps post-emergence herbicide application)

- further fertilizer applications

~ breaking over stalks for drying

- harvesting and carr}ing to storage

- shelling and restoring

marketing (hauling, loading, unloading, ete.)

The Record-taker also should make a brief description as to how the
farmer carried out the activity step (i.e., he used a hoe, a machete, a hand
wheel cultivator, to do the weeding).

The exact steps will vary depending on the particular technology
package and agronomic practices being applied. The ICTA and DIGESA
technical personnel in each region can identify the specific steps.

d. Returns Datg requirements appear to be very simple at first
blush, but it is iwportant to keep production records separate by each
enterprise as defined above. Otherwise (for example) field data will be
mixed from corn enterprises where different technologies were applied, etc.

e. How to collect the data is somewhat difficult to decide at this

time. We would feel more comfortable with the advice of a farm records
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collection and analysis expert, who has had recent experience both in the

U.S. and in developing couptries.

Based on our collective Judgments, we feel there are three or four

alternatives that should be considered:
1. make adjustments in the existing management informat
systems of DIGESA. The inforuation forms would need
modified to be able to obtain more disaggregated and

reliable data'distinguished by enLerpriseA] A Jdecis

ion

to he

move

ion could

be made, at least for the first year, to obtain data only on

the improved enterprise, although this would be cons

less than satisfactory for the subsequent analysis,
Also, the forms should be designed in a hooklew, with cach
each activity step, and each implement or wmuchine use separately
perhaps, in order to provide the management information required
timely basis, the farmer could keep a booklet in his possession,
is filled in as appropriate, each time the promoter visivs him,
having been instructed on the previous visit as Lo what informati
need to remember or note down. In the case of literato farmoers,

be able to enter the information right in the book. This bookle:

Ldevably

input,
Taentitiod -
on A

which

The farmer
on he will
(he) mipht

cou td

have removable duplicates, which the promoter can removae once completed,

and send in as his management report. This would require that each

activity step be on a scparate page, or at least prouped on pages to coincide

with the promoter schedule of visits.

1Both the initial data form and the progress data forms would need

modification.
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We have aot attempted to make up a sample page since we have no
background materials at hand for reference. There are examples of such
data schedules for Latin small farmets.1 and normal U,S. farm Record Books
also would be useful in assisting on lay-out and design. The promoters
will nced to be trained as to the purpose of the data and how to take it,
in order to assure as much data'uniformity as possible. A set of Record-taker
instruécions will be required.

2. not try to obtain compatibility between the management information
system and the analysis data requirements, Instead, there would
be developed a separate Farm Record booklet which the promoter
keeps for every participating farmer, plus a sample control
group. This may be the more practical alternative in order
that the present excellent managrment information system is not
unduly distcerted or diverted from its major purpose.

3. same as .. above, but select a representative sample of
‘participating farmers and a control group.

4, keep rccords only on a sample of participating farmers.
Alternative 2. is the one we feel should be attempted; 3. and 4. do not
fulfill one of the major objectives of keeping records; i.e., allow each
farmer to have access to knowledge of how improved technology and
practices on his farm affects his income position.

Immediate Steps to Consider for Obtaining Results from the 1973 Crop Year

We see two possible approaches:

a. Design the Farm Record Booklet and take data from the management

1One which we have seen was developed in Peru by Dr. Enrique Vigues, now
with IICA in San Jose, Costa Rica.
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information raw data forms for all (or a group of) participating farmers'
"before" and "after" situations. Analyze that data for individual farms,
rejecting those fhat appear to have patent gaps, duplications or inconsist-
encles. Do an aggregate analysis of the acceptable records.

b. Stratify participating farmers in the following order:
location, size, crop, technology level used. Randomly select a sanple {yom
each straﬁification. Complete a farm record booklet to the extent possible
from the manag2ment intormation. Then go to the field (promoter and farmer)
and obtain recall informatien to £il1l in gaps, clarify questionable information,

and to confirm information that on the face looks to be correct,

83 .



ANNEX IIIX

OTHER 'ANALYSIS PROJECTS FOR CONSIDERATION
INTRODUCT ION
The analysis projects suggested here probably would be carried out
primarily by the Unidad Segtorial de Planificacion of the Ministry of
Agriculture, in collaboration with studies units of operating agencies.

1, Employment Generation Analysis

This project is a logical policy acalysis extension of the Farm
analysis project described in Annex II. The Farm analysts should provide
fairly good information for determining the on~farm employment genecration
prospects, and the group which will be benefited. Alternatives for employment
generation possibilities should be oriented to those needing work in the
central region, and analyzed for absorption potential for those who will
not be absorbed on farms of the target group under the Basic Grains and
bDiversification proiects,

Two groups of altoernatives come to mind:

a. Employment opportunities within the region,

b. Employment opportunities elsewhere, both part-time migratory

possibilities and permanent transfer.
Under the first, (a) potentials to be examined would include:

1. Medium and larger farm intensification in the area, using

labor fntensive technology.

2. Agro-industry (food processing, canning, etc.) Market analysie

is lmportant here. To the extent agro-industry of Intensified
crops 1s possible, there is a significant multiplier effect

on cmployment back to the producer.
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3. " Public Works - a short-run alternative for carrying out planned
(and accelerating execution of projected) road building, public
buildings, engineering works, etc., with an
intentional policy of using labor intensive methods (Note, for
example, the Caminos Vecinales project in Colombia).
4, Other industry - especially small (even cottage type) induscry
based on primary matérials of the region.
5. Small farm intensification - especially livestock such asg hops
and chickens.
Under the second, (b) the employment generation effects of implanting a set
of policies shifting coastai agriculture into labor intensive methods for
intensive production. This would involve analysis of alternatives in land use
policy, taxation policy, mechanization policy, resulting in shifts out of
extensive agriculture (such as beef) on lands suitable {or more intensive
crop production. Forward and backward linking negative and positive
impacts would need to be analyzed to determine net production, income and
~employment effects. For example, could begf productipn ircrease in arcas
not suited to intensive crop production, to offsect the possible beef produc-
tion loss caused by shifting into iutensive crops on the south coast,
2. Price and Marketing Analysis
This includes analvsis of comparative price relationships fof basic
grains, and perhaps other crops important for domestic consumption. Direcc:
and cross price elasticities of both supply an! demand would neod ro be
developed for ¢stermining production rrice levels required for expanding
production, pricing differentials for shifiing regional crop mixes, etc.

This work probably should be orgauized and carried out jolntly by

INDECA and AID.
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3. Risk and Uncertainty Analysis

Determine risk and uncertainty levels for different sizes of farm in
different areaé, different crops and different risks, for establishing
production zoning policies, crop protection 1nsuran¢é. research priorities
by zones, etc. |

4. Credit Policy Analysis

Determine actual use of credit by different clusses of farmers, source
of credit and utilizatiop. Examine existing obstacles to expanded coimmercial
bank credit for crop production for domestic consumpfion, and analyze
effects of alternatives for overcoming such obstacles.

5. Analysis of Crop Production Increase Alternatives

a. Area Expansion

On the basis of existing resource inventory information,
estimate costs for alternative development and settlement methods by area
and type of production.

b. Productivity per Hectore Incrcases.

Input-output price relationships analysis, discounted for risk
and uncertainty. Analysis of subsidy alternatives for promoting input use:
interest rate subsidy, iﬁput price subsidy, output price subsidy, government
services expansion (such-as the Basic grains and Diversification projects),

etc.
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ANNEX 1V

' SUGGESTIONS AS TO CONTENT OF TA PROGRAM

Our analysis suggests the following as the major areas of neced to
which AID technical assistance might appropriately be addrénsed:
1.  The development of a program appraisal capability which is used f{or
analysis of progranm results and étrategy options and validity, to serve us
a basis for course connectipn, strategy modification, and future planning
Such a function can most appropriately be performed at the Ministry of
Agriculture level and, while related to the programming funcrion now beiag
performed by the Sector Planning Unit, should be sufficienctly staffed,
funded, and emphasized in its own right as not to become lost in the day
to day programming activity.

Appropriate forms of such assistance might include:

a. Budget support under the Rural Development Loan for strengtheniog
the staff of the Sectorial Planning Unit.

b. The financing of full time experts on the staff of the Secrorial
Plaaning Unit on the model of the assistance provided in
connection with the DIGESA management information system,

é. The provision of short—-term consultants to advise and a-sist
on particular problems either as they arise or periodically,

d. The financing of special studies for appraisal of pasticular
program aspects or problems, e.g. the erlfects of credift
programs upon the incomes of particular tvpes oi farwers.

2. Pending the development of the appraisal and analysis capanility
mentioned above, the conduct of studies of the impact of, or gaps in, the

coverage ol, the current program. Examples of possible such studies include:
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a. 41ternative means of increasing the incomes of small farmers
not reached, or if reached not benefited, by the current
programs of production credit and technical assistance,

b. Marketing as a constraint on accomplishment of plan objectives.

3. Continuation of assistance in the development and installation of
internal management ano} managemeni: information systems in DIGESA.

4. Continuation of assistance to ICTA, with particular emphasis on

farm and farm tested packages of technology, and ecpnomic considerations
tailored to thc‘characteristics of particular type farms and farmers which
can be offered with confidence as to probable results,

3. Short-term training courses for proﬁotors in farmmanagement and the

simplest farm accounting and farm economics.

6. Continuation of the program of technical assistance to cooperative
federations.
7. Financing of assistance to BANDESA for experts in examination and

processing of applications for credit.
8. Financing assistance to INDECA for short-term experis in the construction

and management of grain storage facilities.
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