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This volume 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 Cost:? Pica. The purpose of this program of studies is 

to provide, through, comparative analyses of the experience and of the 

approaches and methods utilized in each of three countries, a basis for 

(a) development of general policy and guidance as to the use of an
 

agricultural sector approach in other Latin American counti:ies, (b)
 

possible adjustmei.ts in current program and projects and for consideration 

of future programs in each of the individual cor:ies, aid (c) considera­

tiou of possible changes in procedure and methou-; for analvsis and proces­

sing of sector Lo,,s. 

In condLcting_ this evaiuation we hae souglit to cxamine the substan­

tive ar-i analytical i.ssues in the sQcator approach as app'Lied in Guatemala 

and the results of its application raLther than to cvaluat, tha effectiveness 

of particular projects or programs. 1% have conuiJi.< rtack Lo be one 

of studying and appraising (a) the nature and content of the sector program 

and its olbjectives , (b) the antlsis u to:eKarivc at and u,)p")rt the 

strategy and programs adopted, aad (c) tie likely contributioa of the 

strategy and program to the accomplishment of their objectives and to 

improvement of economic conditions in the sector, and especially of the 

income of the target population. 

Oir approach in this Guatemala sectioa of the report has b'een to make 

appraisals in teins 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
 

i
 

http:adjustmei.ts


or worse than those used in other programs. Instead,
methods are better 


we have attempted to reach conclusions as to strengths, accomplishments,
 

own
weaknesses, and shortcomings within the context of the program's 


purposes and cbjectives to provide a basis for considering future sector
 

strategy, program content, ar' analytical methods.
 

No conclusions are reached in this or the other country reports as 

to lessons t-) be learned from the experience with a sector approach in
 

Guatemala which might be generally applicable to use of such an approach 

or of its use 'n particular countries other than guatemala. Neither are 

comparisons madle with approaches and precgrans adopted i1L other countries. 

Those tasks arc, howeva.r, a part of the entire ,Luid and comparisons made 

and general conclusions dran are incorporated into an overall report. 

In vicw of the limitations of time and availability of data, we have 

been able tro reach only a few general and unquantified conclusions as 

to actual results in terms of overall, production ,ind income as compared 

of the program andwith projections made in connection with development 

consideratioa of the set or lcan . These constraints, as well as thlue 

difficulties ,f eP,!tablishing cause and effect relation.-.hips, have likewise 

made it Impossi[Je to reach definitive coniclusior.; as to effects of the 

program on the production and income of individual farmers, or types of 

farmers, included ini the program. It has, however, bLuen possible to 

obtain some indications as to possible posi'ive e: Kucts or the lack of 

It has also been possible to reach some conclusions with
such effects. 


the influence of the approach on the institutional structure
respect to 


for dealing with ,sectorproblems and the ability of the Government of
 

Guatemala agencies to plan, coordinate, manage, and evaluate sector programs
 

and projects.
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,4 .CH{APTER~I 1 

~SUIRARY. APPRAISAL AND RECOMMENDATIONS 

~$ .~ ~ .The 

K~accompliashing 

Rurial Develo~pment Lo6an4,hasbee lag ,1, 

the purpose 4of pid-vdJn support totthe 
ng-t~dsr .­~~,ofCutml'' 

ucesuli 

Government of4Gutml 

ofte iultura-7 sectr A eorganization has been accomplished under ~'V 
wihall govern'uental organizations oper ating in th~e'3ector were brought 

into a "Public Agricul LU a1, ector" subject to poliicy'control and coordina-''''~i~' 

tion' by the Minister of: Agriculture. A r'goa r,,nz~o -L, lobe 

set~up urnder which the activiteo of the various4agencies oIperating in a~ 

region'will be coordinated by, a RegionalDirector., 4 ~ '' 

The organizatLonal" structurce'established is"generally well conceived 

and asighpro,idseforachileviiig the necessary degree, of coordination and 4 

integration of, program planning and executdi and for bringin 

4administration cltoser to the farmur. We us h tr'- -'ocisebe'4 

(, organizational changes, shifts Ln fun r-tionP an ' iei famnsrtv 

..,,methods are still in progress and the' various institutions have been too ~ 
recenitlr formed or reorganized to have worked out nul' tho needed for~ms of C 

coor~dination,> integration,-and administration.jCC ''' ''C 

' 

-oe. 

' 4 <i 

C4"44 '4 

"4'4"'~" ' 

in 

AID 

. 

budgetary 

supported 

'MTe program 

allocations 

subprojects 

seems to 

to the 

have 
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been 

been 
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by 

made 
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the Govern 

as required.,C' 

iAn' 
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an increase 
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~#3. A furt1er achieveiet under~theyp'gran has been the development~ 

of n~aprachuner wic activite1.8are directed toward common, "bIthough 

notveyrecsey defne, bjetiesamI under whc the number of 

i.ndiLvidualz project hap~ benrdce nfvor of more inerae prgas A 

4.Whem iig itsoriginal basic orientation, the oan has4" ~ 

~~$Zd~ageditscharacter ~in~tarms1f~thbe,,4pprj'eyts involved ,heprog~am_4 

targets, the; type .of support provided, Andj~to. sowe extent at4'least the~~ 

(4~target groups beinxg supported. The Loan imninly finances nontributions to 

the local currenicy costs of reform of the, public seric istuonAd
 

And~or prodctio or mediumsie
crdit peciiedcrops4 4 froduced by 

fundsctfo anoduinceditnfore hs not~ bee clearly deied orte.eato 

farmers; san thom ac o'r meim-ie'/"4'mV>rs< higlan farmersl fareO 
 4
 

orlolad arcr).Thsuppe iffl~iltdf'the hieo crtrategory4' 'd" 44' ;.'. 

'nraesfrEo
6~. targets4"'''.' atciaigiThecii f=,>4 


theiprprirac ofWpuepoabshf4 e Program avwenmphasied rduto 

'Aproduction in.trease incme hastl cmqnototjbenterC~ ermne,~ opt tes eain' .4>'~ 

rgand phrvidedonc targethgrup ncomebth re ommenhed credt othe famesm' 

orcuirowlland ershstalishe aidinistativh~.e.o arrngmets.-and becaue 

2." >.~"" 



of relatively" low farmner~'esponse, the progra ihas touchiedI fewer faie,
 

than 'was p'rojected,
 

,.8'. Tere is insuficientt evidence as yet to 'erves as a..basi6Ls f or 

h. eval:uati.ng the efficiency of4 the approach4 'at: h amlvl rrl :p(tentils
 

f~or increasing aggr-egate production of'. epne
the' crops ivle.Pouto 


toice~dinputs financed with credit hav denuewrvtanproeceddu 

at a at-,n-L-sm- -o4ieeU-i- undeteriiable.~~n 

~y9. There is a need fo~r more specilic technological "packages". of 4 inputs 

adculturalpracices de.igned to provide incenLv 7s 5ii, the formi of increases ~ ,, 

inicm, swl as, ,utto th(, Ifriiner nd adapceod to his parti~cular "' '4 <i 

prtetgans herikqofsortfalls inpouto romi weathert damage and 

'ol-her l~osses, an~d in48owfe iustaflces yields may. be.'insufficient to ,cover "~"" 

increased costs of flanned inp'uts. ~ ",4'., 4 

11 Fu 7a~iyi ed io be undeurtaken Lo clarify the .re~ynt".-.. 

A~'->>~cost 'benefit rdtj'' .to analyve and compare tI~ernUve ways of attemp1t2.na .toJ.J 

'.;'~.,~-.;~ help the small farmers, and to' develop more sIpecific programs differentiated' ',,~,., 

,'4by small farmer 7cha racterio tics nd speciJic iieedis . .V.-* '44-4 

'.2" A continuing evaluatbon process~ is needed to' provide a basis for 

staeyrvsop-ogram reel ant'course ccirect oni'"l. 4'''~~v 

4' 4'4 4 , 4 4 4 4 .. 44344' <'4~ 
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IT. RbIIMENDAT IONS 

A. 	 LOA ADHINISTRATTQN~ 

. Attempting, to relate Guatenialan Government perations andI 

AID allocations-Band fund releases. in the frarnwork of the' original. loan 

program proisicnshas led tod f e e cs b u o h cashi relhase system 

should-1bjei at . fofimesr okin7 ryii Tkp ai 6or 

>~ evaluate implemeatation progress. We recommnend that. AID'seek Ltoarrive at a~ 

lerrunderstLandinHg with the Governmnent 1 On how,1 te -)i program is 1to 'be 

Soperated and1 evuluatedi and to ebod this uner41dig na upleena 

2. ~The :f-'rsLelement :nsuch an agree~ment should Ibe a recognition ,)4 

4'.that the Rural Devel.opmen 1 LLoan <Is primarily a de& ic &fori financial suppotI~1 R1 

4*1 / "' of a selected segment~ of the GovernmI enti'agr.i cul ui al sector program,1~144+1 i~ 

>lii:.K'111,namely small. farmer development. 4This recogniton would1 involv.e: 1~ 

~~~a 	 Removal of the reservation' of loan finld for'dollar imp~orts,;9' k' 

W financling to be, provided by AID to vaiLous program4 1categories.+~ 1 .T441 

~.~ 	 so as to accom~modate the Preed,-for',conLin~ued adaptation in the1 

program., Cat~egories b s14hfun .Lto be supIpIorted nd.gl1'1i e ** 

nstitutionalcaeorei~~ 	 as 'credit, imarketing, training, 

,, ' '441'..~ 4 ~W:'~4' 	 ll~14"4'' '' 1L:1'1.14T 4 *'+.,111 



Kesearch,, anay is and eval a ion, -,and iprovemento 

administration.. A,limt, of. a 50%' AID 'budget 'support-'contrbu 

tion oo:specified, categories or institutions migh be reasonab'le, 

reflecting -the mauching shares: in' the, totl1 program. 

c. AB program reiions are made,, upd ig of, implement, nil,: 

plans'and agreements oc as t o spec ify critia for -fund release 

'anduse 

2~. The second element shoulid be provision for a ~s stem o evAlua-.-: 

~ion~hih~c~i o~r~4 'anagei ,xan­~ am, and' project 

Etion and anialysis of prgarsls making indicaced pzograin adjustments, 

and for reconsideration of goals and st~ra~eo s. We beiv ie 

<*I syster established shouild prvd o uro :ji, review of prcirams and 

results related to~ revised program categories and1 targets. Eaut!nof 

$fUprimary4 outputs should be in terms of results of the iLotal itjned 

prga rather chani in vermas of attempting~to attribate such re,3utLs Lo 

copnn:prs I~imr o:utputs should be considerecd pincipa1~~ in1 terIms 

~of efet epcal Lcm effect, up-,n iindiwvdua1 fa-es 01 tyPes~ 

iof4Vfarmers-,reached, r ther tihan><iin tetm -of4 4 aveta,aL3 or ag ,egacive effects ~-~-­

(See also Section B1 9. , beot 
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employment opportunities off the rsubsi~sternce farmer 's owni plot may, ne 

~ Y. appropriate condition~s, b~e nore efficienc and. offer more promise of in esn 

tefarme's ncom2 than wvill providing credit an~d t'echnicalf assistance, 

4. NThe whole reseal ch and field exeietprogram should be gvenYV> 

th priority_____ peii'prcca,,)workable, N~task of 4esigning more reliable, 

and profitable u'acss~ and input~s~and culti-"ing known feasible' material 


vation practiceus~ 
 '.4 

As mentioned'above,. rur brief examina:Lon suggests that the program 

ma~y pot,be giving sufficient atttontion4 to profitability with respect to 

choices among-'options in helping the farmer choose his improvement: plan.' 

Partly, this, is becaiuse the Government institutions lmve not work '( out the. 

necessary variati.ons of improved technology, tested for relkbility dnd 

profitability, to be provided to small famrWtot uhpcae
 

carefully Introd~uced, results' can be endangered. (Sce recent Collorzdo State
 

University report of 'Pueblaproject expe~rience.)'
 

5. 'Ele farm-level advisory systeni should not only propose ufeQf
 

and supytepackges~ disicussed above, but should work with the fcimer 

in analyzin~g his whiole 'income situation and' deciding how' best t~o 'improv-e it, 

Including choice of~ alternative crops and livestock pioducts, cultivation 

practices, investment in land, preparation anid implements and the am~out af' 

credit to apply for, 1,1 any. It m~ay be necessary to provide the !promioters" 

with further traliing to enable them tohandle this ,task,' I1n the short 

run, insistence on carefully designed farm plans, including cost-benc~fit
 

calculations, would help avoi6&the worst)i mListakes and reports based on 

such 'calculations ihould make it easier to evaluate the effectiveness of
 

the system. 

Puebla, Project: Progress and Problems, WaLer Management Technicalt .'The 
4~Report, No. 22, Council of U.S'. Univ~ersities for, Soil and Water.Development 'in " 

AridandSub-humid &-reas, HIunttley H. Biggs,; Dept. of. Economics, Colorado Statp 
Un4.ver~ity, July 19,,1972.<;<N...
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S 9.'4~ For> alscts of thi4e 'prg ~I"rm a Isystemn'sho~uld establshed ;'."be 

for monitoring results whicli can serve as a basis for adjustment and course " 

correction, bh rodmanagemen d f gal, 

2.and'stirategies.4 The '3tMShu&inldetee~a elements: 

a. results azhievye d in te ms of income, of farmers in the programs; 

efecsa rout!i of a8sistee crops; "."" 

"~ c." Jnitermcdiate outputs such 'as '.ganizational changes and improve­
.................. clude i 
 I!
m ment, personneltrai.ed., farrers reached, areaaffected, and 

d inpul-s by farmers aiid b) ~ gnis. ' 

From this in.1.ration,' the goenetwould be able to calculate the 

444' .. 444.. relati±oships and p*'amnine the cost-effectiveness of varlou6'4cost/benefit .... 'd++++++++:+,,++++< +++ 44t++,+l st ++ bOv m ~ ++5 p o e + ++?+.++;+++++++++H+l 
programs and program m~etIhodo, and derive conclusions ,and gu.daice for the 

selection4 of. future program strategy and methods, and a f Ymer base for 

relating Kinvestme~nt requ'irements to goals and targets. 

Information with rsetto the items listed above might be provided 
+
4 4, , y+2 : :i ) ;);:'.) 2":+')2 :? ,:J2 1;,? / :': 22;)J ,?by appropriate IFabulation and summarization of data now being or planned to., 

be'4obtained in~aaenrLhformation SyStemL developed and Jnstalled by 4Jc byt 

DIGESA with All) assistance. In principle, that system''could be adptd 4n 

4cxpand d to prov~de tbe cata required for the substantive outpt evaluations.
 

4 Wo would recoi.!iid, 'however, that especially with respect to (a) and
 

(b) d SeLiOn be mAdE o sample of farmers assisued and farmers not ,......... . ......... 4 ., , . -... . , 4 4.. 

'Is ..arrcd in'4the.4o'a, differentiated by farm s ize), iocaition, 'crops 

produced, tec hnologLest yp of assistance received, and other r elevant 

'4 ~"4farmner chnroureri.,Lics, for Which detailed records would be kept of 
: ? i+ 44++n + +: :+,+++.++ +,:+ ++!+~ n + + ~ +......:++++++:+++:+= ++++:


'. 4, 44. 444 '4 4, , 4'4:++,++++:+ +-+4 ;++4
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2, Loan aird'grant~ funds should1 continue to be used to cupporti- * 

improv~ement of sector organization and administration.-~~-f- 1 , 

3.h If$by the end of,1974, loans underthe artisanry projecthav 

not increased' at a rate and to a level which2 indicates that funds disbursed 

for Lhe project are likely to be produ.ctively utilizedl over the life 4of 

the loan, the balance rematning in the GOG account for the project should 

be transferred to other agreedwupon uses. oo 

4. Because the kinds of studies prposed are so esnilto the
 

suppor of agricsultural strategy development, we suggest that it would be
 

particularly appropriate to use current AID Loan funds and technical
 

assistance funds to cover the costs of filling in the miss3ing links, of
 

analyzing, evaluating, designing, and implementing more coprehens ve
 

and poinited research and testing programs find an expanded zanalytical L'ffort
 

genarally. Inclusion of such activity in,the present five-year program
 

j" and Loan would rDC an appropriate way al~so to help both the AID and GOG to 

decide what, they may want to do in the subsequent period. We recognize 

that. all that we have suggested cannot be done aone and when begun, ~ 

will'require time for completion. It appears to us, however, that th~e
 

careful planning aund early''beginning of such activity is essential for the
 

analysis which AID should make of any GOG requests for further aIssistance.
 

t Ii /]! ?i~t... 
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ageniesresponsible for natural~ and human resources1 development DGS) 

,rserc adtechnology deeomn ITAmreig(INDEcA), l~and reformi 

and' colonization N~TA), ad ntiona agiclturalcrdt(AEA) 

~ ~respectively. Further shifts of' functions among these organizations are~ 

Scon&teaplated. A reg'{onaliorganization also has been let up under ,..hich it~'~ ~i~ 

ijs~intended tha.t activities1 of he 4various~ agenciesd n 1a reinwl ber 

coordinated by a regional d~rec'tor., A corps' of' "promoters (agriculture 

seccridary,schooY graduates given special training), Z addition to traditional' 

extensi~on agents, has been established to serve 'as the primary contact with 

farmers receiving production assista.nce and credit ser'vices. 

'This organization structure Is consistent viith tihe purpose ,of the 

loan and follows the reorganization contemplated by the ruiral Development' Plan. 

2. Subroject 

There have been substantial changes in the subprojects as they were 

contemplated when tne Rural Development Plan 1-wsrs pr'epard, and when the Loan 

agreement was negctiated. 

3. Fiacn 

There h~ave been changes ,.n the f'inancing 'of subprojects from 'that 

which was originally contemplated which parallel the changes in Subproject.-s ' 

indicat~ed above. 

"As of' June 30, 1973 only minimum alarount's ofI the loan had been used 

for imports. The COG has prpsdthat the Loan agreement reqjuirement for 

use of' $10.8 million for imports be reduced to,$ million. 'Among the factors 

which have led to this short' fall are the improvement in Guatemala's balance 

of payments position, Guatemalan and. AID procurement procedures anid 

14/ 



requremetsand the, 1 wrld demand situatiowhcreusteinrstf 

U..Suppliers inrel.atively smallJ AID financed Guatemalan procurements. i 

iscla ta if>the 'programi is to proc'eed in the magnitude contemplated,~<$N 

theliittio o $22 million on lclcurrency. financing will haLe, to be 

S substantiallkncee or~remioved.I~NIa~I ~ 

A' comprehe:-isive lanagement infor-matiosse has been developed and 

ins-balled by DIGESA for its proNgrams lmith assistance u'~nder the ATD grant 

program. Primnarmly, this system gathers input data sch as numbers, of farmers 

visited, loans mad, h ctares plan~ted, and the Jike, r'elated to management 

of personnel, proced'nies, etc, rather' than being concerned with outputN 

measures useful fo~r',evaluation of program and pro ject result s Such data 

Nas, have been recr-eived hat not yet been summarized in a way useful for evalu-

Nating reci.',ts except for administrative an~d manaement purpo ,s. Nceded N 

N N Ndata with respect to employment and in~come effects have not been cole ted. 

Considerable attention has been givefr by AID to theN establibxncent of N 

a rmlsystem for s'e)f-evaluation wihn te piogrra/> The propose(] syN N 

af porioi onalADGGev~ain ths nt be L'p 

BS N NTIA 

of ihe~h no a rprd snge N oueti Nvr~n hc 
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11. BACKGROUND AD 'DEVELOPMENT -,'AA* 

Ithe U. S.assistance3 n, car ly years 'of to, Guatemala,, activity Ai 

<'~ agriculture consisted oafe'lnsfor individual capital projects'and
 

*'4< a more or~less traditional technical assistance program. ~.Program lon
 

A1 AAAwere
not utilized as an assistance approach.~ Capital assistance provided. 

-~included
9 ~- aDLF l1oan for develoiientof farmer production of rubber and a ~ j 

lono riat iini al intiuions which could be used for relen diijng 
foian'uo pirvt'6 upis ' nl'dig.i esockdeeomit LasI:wr 

genforal crps,ofrpuipos,andgring;,livestock d evelopment-.foLoans sng 

~~ ~~ade i rcupStiisfrinaeaind irigatiosr eerlwihcul 

info-..armululywt A/as ptierpo~~sibl sLnewlJonac ehncl programorwchmar
 

maingve arcnumbersmen spdeinclued
c of prjet asisanel in theaorgnizationt 

ofd aric trionrsArch and n ifdevlpe itanprogrman thoraniain 


/1
 

http:evelopment-.fo


~ '~ ~ 

S(b) 


4 

'A 

"444he~~44' 

ffinancing the4 investment estimated to be required; (d) establisue'it of 

impoveentof the44economic base of rural4-life and stimulation of' the 

establishment of locally-based democratic organizations as purpo~Jes;~ and: 
(e)specification of, improvemient *nralprdctn4anuaicome, 

Sand an inces infod routin dloe food prices-ias econom',.c 
objectives.4 
 '... 4'4 '2.4\.44L4A 

st4-4-Ah fKbjc th 
 technict;.'4. '4'A4e's44'4"4444 

for 19W67'shows the &pproach to assistance during that period..:Objecti.ves '~4' 

areA stated to be.. "to promrte the inistitutional chainges and tochnical opera­

tionis required to promote the greatest possible implementation of the revised 

,sector development plan Awhich -emphasizes particular regions, espci~ally 
 K",44~ 

the northeastern zone." Activities to'be supported incluldd
 

() Organization-and development of mar~kets for increased aind
 
4di-er-sified production; 

Continued produc tion of basic foods; 4''' 

',() ~Stimulating rural~grdup acon 4through'cooperatives, credit 
"44-4-4- 44 unions, and. ainer-group action;$7 

(d) Support for coordinated public and private effort in'the'rurai7
l
 
*se,.tor; and .4 K4 ~ ~ ~ 4''44'< 

(e) Oni-the-job training of4goenmn p44'4lt roiegrae
4~~ '4-'. opportunity' to' small pfarmertoprvdes.4 

A loan for construction of-~primary education facilities was made in 

1968 which was expected to have anipact on rural development and the Iowa
 

State University study of agricu~ltural development and policy was begun 


(See Chapter 3). After 4completion of that study, a government Rural Developuet' 


Cormittee was 'activat-ed to review the report. -Apparently at dhe same time, 4 

Government wias involved informulating it fv-year "eeometPana
 

parallel effort, Working groups were then established to develop projects 

in the areasofgais diversified crops, hadcrfs land teniir c ,'4 4 ' 


infrastruture'"'human reSOurICl~s and institutions, 4 an effort 
culminatn 
in.'7YA''the2'2 4ra4 Loan of 'A-'.R Deelpmn 1970. 
 ,4 4 

'44-',.K, 4.18~4 
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III. IE RURAL DEVELOPMENT LOAN AND ASSOCIATED TECHNICAL ASSISTANCE 

A. RURAL DEVELOPMENT LOAN 

lhe 1970 Rural Development Loan was made in support of the 

Rural Development Prcgram, which Is a pert of the "Agricultural Development 

Plan -	 .1971/75." The major components of the 1971/75 Plan and the Rural 

Development Program, and the amounts and anticipated sources of funding 

were. as shown by the following table: 

Table 1 

Agriculturta.., Dti.lo ,ncnt P1c. 197L/751 
(!.i.l.o s of dellars) 

Programs and Projects 	 SourcesmJ Aimunts of Funds 

UOC AID ti' c rition:f . Total 

1. 	 Rural Drvc 22........
 

Program 45.2 25.0 31.5 .101.7 
A, Basic, Gra:,*nrs 4, 1 8. i - 12.2 
B. 	 Diver.7 ific2.' Cion 1,3.9 8. i 22.4 
C. 	 Huma l .nes...... .3. _ 5.6 - 8.7 
D. 	 Ar ti.c nr- 26 .8 - 1.4 
F. 	 1n[rastutul: 12.0 - 25.0 37.0 
F. 	 Laund . 5i'rc- 2.0 6.5 20.0 

II, Rcrwijiii-CC: Lf
 
.qricuIt l, (e et.0 - 23.5 41.5
- 17.0 

A. 	 Lives Lock 4-.. - . 18.0 
B, 	Insti.LC of
 

t? I t ilng . ,7.0
 
C. 	 Forestry - 5.0 - 5.0 

Ot herir, includtng 
Technical Assist. 4.0 - 7,5 10.5 

IMI. Total 	 62.2 25.0 55." 143.'2 

Con.ricc_,d from a table, Agriculture Devel;i.,Meiit Plan 
liminary Estimate of Public Costs," pp. 7,8, Exhibit 2, Annex III, 
Guatevaila V.u::i Devel.cpmlflft Loai,, AID,-i)C!P-881. 

1	 1.971/75: Pre­

- 19 -­
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~ The 	loan agreement authoxized the financing of~' both foreign ex~hangt~ 
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B. 	ThCJINICAL ASSTSThNCF
 

The grant financed technical assistance program was designed 
to
 
assi~t in accomplishment of the 
same purposes to ~be supported, ry~ttie Rural
 

Development Loa1~.'~tActiv'ities
 to be &ar~d'out w~re'de~igned'priinari1y~to
 

the' efficienti use>'of 
loan' funds. Activities are but
 
N 

in connection withprodu.ction, credit,' marketing, and' human resources..~
 

Total funds to ~e provided were estim~ed'to be in the order 01' 
$5 ''4' ~ 
/ 
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IV. THE TARGET GROUP OF SMALL FARMERS 

The Human Resouces Section of the Five Year Plan states that the 

program is dlrected p:inAncipally at the development of holders of land rang­

ing frov, 4.2 to 45 h cia s. Since the recent census has not yet been tabu­

1.atrea, u, lmvc. to r-1 cit 1.964 data to place this target group In the per-­

specLlve ,-,f the whoJe economy. 

In 19,4, %1 thous,,nd persons were "economically active" in agri­

.culituze, fee5 !r11,dlishing, or 65? of a labor force of 1.3 mi'ilion. 

Land ;n La um',e tc I ..d ver 3.4 nillion hectares, Iivlde,1 into 417 thousand 

units. 01 this t:,. : - 313,000 u,, t or ab,, i. t:cee fourths smaller'omi were 

than 3.5 hectares x,IIc, ab,;.-j1 8,800 or about 21 were Larger than 45 hectaz:es. 

The L;ar i.x tL C;:'OJ) oF ;;Iot::: P ,00! inclO("ed in unspL:cLfid number of 

holdings of 3.3 tc ,.2hiCt .arcs. Thus Lhe target. group would consist of some­

thing dd i.b vess1cns rhonl 95 th-ousand farms , while e.ciudig something 

l:ike i( Ii:" tii,.. bcr o.-'of smaller operaters. 

C(_ tfic b; ;iJs of . miI.a- calculations, we can S '.iMate that the farm 

aea operated !v!ose i, the target gr,-up won d be about one fou- i of the 

toial jnJ n f r-!:,, . 0(,000 ares , Weewh i j, those small-holders out­

side the.i t'n!i.t wou. ,:vec' about ono--eighth t._i,]1.1d or about. '3 ,000 hectaros. 

Tb i. d i.'IJ .iuL i LT: an e1; .I0gL :o:;'e of hoIi .; of 10.5 tr,12 he,-:ares for 

the t..ir ct rc ,, l 1.4 hectares !ot Jo smail. -t .i ., 

r,.rxe related ifl c.,n the(-. the ab of ).i'e data, ,.-o oly speculate on 

incomes de; vc, frJ .m th0se holi ugs. About J65 t-hous.:d .:,f'hes :maller holding 

Prorrimas Fsnccflcos.r Plan de Desarrollo Rural pg. 5 

cm S;m .,,d, : .unso Agropecuarlo 1.964. Summary tables appear in Chapter 4 

of the -1(wa St.. e H 2 

-22­
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I REASONS FOR"SHORTFALtS IN MEETING POGRAMMED CREDIT INPUT GOALS 

~ Major reasons put forward by the Mission and the GOG for the short­

fallsfromproarmed gals can be summarized as follows: 

1. Delaysin~implementationdue to the fact that the reorganiza 

tion of the agricultural pub~lic sector took longe 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 

"1more serious tian anticipated" difficulties in achieving entry into 

external markets (and finding interested growers) for several diver­

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 

their 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 DIGILSA 1973 programmed relationships
 

i~-26-
S 26 

...... J4V......................... !i:!i~
....... . .




___ 

each hectare of basic grain's on the average requires, l38' of' credit,,whi, 

each hectare of diversified crops,.on the average, requires $40 Addition­

ally, when ape excamines~the actIuai loans made, a further substantial short-, 

fall can be explained since the average amonots per,hectar'e loaned are 

slightly over 50% of that prograim'aed for diversified crops. ;Tle 4 reason 


why actual loans. are so much smaller per hectare than that progamii, d, 

appears to be that a much smaller amount of capital' inputs (mainly fertilizer-)
 

is being used than that estimated.
 

One must ask why 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 conversations with 

Mission staff and with Ministry officials and technicians both in Guiatemala 

City and in the field, as well, as with participating -Larmers, we have 

arrived at the following conclusions: 

1.' The major restraint is that the program doe,, not have a suffi­

ciently reliable and realistic 	(from the farmer's viewpoint) packagte of 

income and yield increasing2 technology for corn avaiiable.-to present to
 

the farmer. 

2. The "promoters" who serve as the, contact element with the 

farmors are not sufficiently knowledgeable nor experienced (either through 

background or training) to be able to properly~show the farm r howit s 

the pieces of tcchnology that are available, not to a:;sist the farmor in 

cialculating his potential comparative income position.
 

4 4 ~ $138/hectare programmed as compared to $85/hectare on loans 'made for 
grain crops, and $460/hectare programmed as compared to $243/hec tare on loamns 

.4 ' made for diversified, crops.''*"444 

Or per uni~t of produclioV cost 	reduci.ng, :u.<.* ~ 44 

27'4 

http:reduci.ng
http:crops,.on


~ 

~ 

Njot only are '&rners not convinced that the -program will make 'them7 better <-----­

~~off, but many of the field4 'staff, frmRgoa~if ih on down to''the --

~ ~ -promoters, remain r'keptical -, 4,>''',' 

3. A r.bclelement of achieving acceptance (anid 'of reassuriiig vW.~ 

~­

'' 

-

ii>> There are virtually no demonstrations of 'what the improved technologyca 

do iunder field conditions similar to those faced 'by the recipient farmers. 

- -For example, experiment stations which 'we visited in th~e highlands' 

and on the south coast, had sevei'al plots testing one 'or two4 variables­

such as fertilization levels, seed varieties plant populations, insecticide., 

herbicides, etc. They also are mechanized for land preparation 2 and the4­

like. Nowhere did we see a plot of corn (or, other crop) planted with tools 

the fanner uses, under the conditions he face~s, wi~th a,package of technology 

(inputs. cultural practices, and so forth) which would be available to him 

in the programi. Ndther does the "tpromfoters"! program concentrate on applying 

any complete package of technology to properly located "key" typical. farmers, 

in order tocapib:alize on a demonstration effect. "-

The main reason, apparently, goes back to our origiral concli.,sion:----­

th,.re are no rcliable improved technology packages 1.or ­ orn (which both 

increase yiqlds and significantly increase farmers' incomes ) Yetready to 

be taken to the farmer. - - - - - -- '­

4*There-appears to be relatively little attention giveni to the 

issue of profitability. .'-, - ''j 

1see Section 
this question. 

III w,,hich follows for some preliminary examinnation ofA 
4 '4' ' 

4 ' ' -28 
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'Nethr heinitial program -plan data a nor subsequent information) ' 

obtained ~~from the 4farmoerto b h "pooe" jis very helpful ill"'> 

~cent~al, it would~'em ,logic;1that 4 an' importanit component of they4 romoter's
 

~~'"~~~"W_ 1~eA±Ltherith4thefaimer).
_(teoge&~~ simple Farmj j'.":. I, 

Booso thai costs and returns can be docuimented and compared. ~ 

At thei experiment station-level,, the same problem seemis to exist4 . The 

question of "farm cbnditiops"<profitability 'snot a criteria being used 

idesign of' experiments, or for analyzing the results. 

This lack of concentration on profitability at the field 4level appears 

to be a reflection of the general orientaion 'of~the program toward 

production, whi chi carries 'the. implicit assumjtiun" that production increase3s 

automatically mean profitability, :and therefore improved incomes to the 

R'''"A'"~Iecords3 
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amers (from their 'tt deatet hocudiiot qualify for comme ~ca I
 

bank loans, fo oalaon f$5,7 08,357 .q This comipares with a LoLal,
 

amount of $5,411,954 made by the two predecessor institutions in recent
 

years., In 1973, it is expected that BM4DESA will reachsome 8,00 smuall
 

farmers with a tctal of ~about $7,000,000 in credit. 

Finally, we observed that the COG.1971-1975-p1an cAlle&-for the­

mnerger 'of the credit institutions because they had bom "highly 

Iis reported that''they made loans to famr ii107 e-,760 

ISU Report, 'Chapter 6, p 1 9. ~t ,6 dmr n 97 bt 

LPresupuestoGeneral, Ejercicio Fiscal 1/968 SCICAS )GuateLmala,"pp'l2- 13. 
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Snecessarily entail reliance on farmer (and promoter) real hc has some~~Y 

difficulties. For establishing a continuing data supply for evaluation of 

Swhat happens to the farmers' income position, a simple farm record keeping 

system 	should be made a'part of the promoter'sA activity, preferably for 41l
 

participating and'a small comparable sample- of non-parc'icipating' far-mersi 
A~If this is not consideredjto be considered to be practical, at''the least 

records shouldi b'~kept for a representative sample of participating farmers, 

distinguished byasize of farm, crops grown, technology used, culturalipractices,
 

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 prodouction areas and
 

types of farmers. Simultaneously, a significant amount of
 

experimental work should be oriented toward testing
 

alternative packages under varying field conditionis.
 

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 brinlgin~g about unit a 

~cost' 	reduc Itions, rather than focusing so heavi.ly on pro-­

duction increases in isolation from the economi-Lcs of the
 

situation. For example, in the Quezaltenango region, the
 

promloters 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 technician.
 

1' In h~ ara (and from our own observations) is,that the bsc 

http:heavi.ly


-. '~'"1imiing factor to unit cost reduction is i;mproved varieties 

~ "dapteda~ to the area, in'4order that fertilizer response can be' 

.i 
 mpiroved (as~well as other factor responses).
 

b. Irsteadl of' setting a goals for promoters a high number of 

increasing th ,,net incomes (and secondarily increasing 

output) of a small 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
 

possible, although such a program could have negativu longer­

run effects until a reliable package of income-increasing
 

technology is in place,
 

c. Treating a farmer and his farm as a single ope;-ating unit
 

from the moment he enters the program. A farmer in Guatemala
 

generally raises at least two kinds of crops at a tiiand
 

soi~te probably could make more efficient use of their (and L1hei. 

family's) time if they added additional enterprises (crops or
 

4..livestock operations) to their farm operation. The BANDESA-

DIGESA program compartmentaltzes cachi fann enterprise, seleotingl 

one ot two for assistance and ignoring the rest. This-does iio7 

~- .make god economic sense from the viewpoint: of whethor the 

farmer is better off in ter-ms of making best use of his factors 

of production for optimizing his returns. Again, a simple 

Farm Record system maintained by the promoter together 

44with the farmer, would be a positive step in thi3.s 

-37- ". 
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CHAPTER 4 i
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rice as w a diveiicai 
 imal gri ultur pr.',.*. 

(jincluing
well as,dversifiation ctopshs,nd anpiarodcutsrltr pidr 

"''"4 products and sheel. production).-' These projections provided an es'tirnate" " 

ofwhat the basic grai balance would be in 1970 nd 190,ifJtje.trends ______ 

of' the 190166prod continued. 4Such estimates of the supply rind demtund > 

balance were ajsumed to serve as useful information to. help in determining 

what ty-pes of government programs would be needed to meet c'onsumpt ion 
4. . * ! 4 

4 requirements or could serve to provide opportuiti.1s for excport of basic 
 a 

,grains and other agriculture products. 
 The Iowa State Universit assss 

ment estimated (Table 3) that if current trend-- c(i.inued Guatemala wc,,u:ld 

44i!ii@be able
4 
to export,:-mall quantities of beans and rice anid would need LoiI iiii~i!ii 44i !~~i i : :i 4iii ;) : i., ,: ;.!t;i~ 

"44A 41i~iiil i ih;i i. - 'i:]5, %l; ;i %.) ii~i i iiii:!! 4,4iimport large'.quantities of corn and wheat.
 
4 g'.4ii l ii~;j i 

44. 4 . 2'ii{. The Iowa State. report concluded that there was nceed" for emphasis'Other suppily and demandprojecins from Battell eial Intiut -,Oldy :u,
In the basic grains; particularly corn, becausc.,of its <traditional. imiporbnitw­

in the diet of the people. The' National Developmiit Pla h put 

44 major emphasis on promotion of diver'sified c6rops bt-icause. of strong viewsV '~i~/iiifor USDA an 1969ii~li 

' i 4 4 .. ........ ............. iIi1ii 
.4 

4,4, . 4. 44, 
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~ ~ regarding the need for expansion of diversiied crops for export and~ 

'2 !! ,142 '......." ' 9,., ,........ 2 .... ..
~I internalI markc,ts; . In, implementation of the Plan emiphasis was shifted to ; 

,2 2the basic grains rather than-diversified crops. Ftnor.opinion,. 


course of program executi :n were justified '91 
_______--oretinihegnea 

-~i~>~; and realistic. -I' 7 
Discussion of implementationoftepgrmbcopolws 

A. COR~N
 

Credit provided by BMM~ESA under the lou~n frcorn production in 

1973 is estimated to be approximately $3 milli'm. A lower level of credit 

(approximately $2 million) was provided in 197 dun largelyto the nevmes2 

of the credit program and the relatively low numb,rl-of Promoters to arranige2 

22 

2supervised credit with corn2 farmers., Credlit is usually provided only for 


fertilizers and' seed, but depending upon circu,;istances, may be~provided1'or2
2 

ot~her input costs. Loans are normally provide1l .,nWy to f'armers with Ithree2 2 

to 28 hectares in corn production but variations may- occur in differentl 

2 regions. Only a m-.niscule percentage of total corVL. 1'arners can be reaih&c1222V2 

2becuage of the large numbers of corn growers, w..1 hectares or less, 

A high percentage of total1 produiction by small :.'ineis is destined for
 

subsistence consumption with only a small perc2' production being
4,&26f 

.2 ' 2~2'marketed. . ' "'2 

' 
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In t~he caseof it'ermeit-ized farmers, who are provided with 

of operations and technical assistance, the use of fertilizer and Qther 

improvedfarming prac tices 'is limited due to severa factors, The2Z2 

Promoters are widely scatteered th roughout 

creops n eeeothernot just corn. ealso,Th&e program isinoits infancy,! h ivingn 

;begun'oftAgreicur ta nmo the Ministry of 
. 

1970-1971. Approkimatelytwo years were required to recr.it,.tran, and 

Assign Promoters ,/,rganize nddevelop 'detailed programs and methods of 

~work. 
 ' 

The principal(problem.stems from theIfact 
that an adequate package of technology1 for iticreasing corn production' 

has apparently not 'been developed either for the lowlands; intermediate. 

altitudes, or the Altiplano, 'Yields which average perhaps less than one 

metic erhectare 'in most-corn growing regions of the country are aon 

valid indication of both thQ need to increase production and the present 

lack of application of knowi technology to -. culture in Guatemala. Te 

-~most apparent deficiency is, the' lack of secd of U~gh yielding varieties 

with adaptation: to the respective corn pi...duc......i. environments. onom.C 

rates of fertilizer application by quantity, type, method and time of 

i!.I~aplication been' determined cornI:ihave not s ifor ith-_i i;1'varlousi! "V types? of' nheeded 

inin various5 ecological zones, nor have adequate improved cultural.1pra cL 

been developed as an integrg4 part of the package . Simple benefit/cost. 

analyses of various elements of the package need to be made under Carm 

conditions to determine i.f benefits are dramatic enough to motivate' farm~ers' 

to accept' a parL of a package pr-a complete package of technolog9y. Also 

needed is accura'~e ec'onomic analysis' based upontI 43, 

S ' 'i]- 1 '5i 

"5'U"2'+721 -515i+ii.i :Ij<2§ '!=51 ;il >l"i> +K7~'JlRll,*5Yll ':i~i :l 'i 7 >7""l.'i[£'li '~i~ 



~ ~program-wide yield data, 'costof poutoadcei~o-aigte 

situation before the program was comiencedwitreus expected4 after a>,.. 

~~4'~ive years of program implementation. a' '>'. 

~1I.~~,In 1972, 829 confarmers received tehia.assac nd credit 

I. 

'44~for 

" 

productioni on a5,920 hectares. Th vrg.aee are m . 

'~~~hectnres for wihlews-rdtaveraging-$0 per­

'" Programmed increased inP yield and,magnitudes of planting goals 

optimistic especially in view of the large numbers of farmers to be reached,' 

the technical deficienc'ies of the package, tho Itic1 of adequate econom~ica 
a~ data to support expectations and the organizational inefficiencies thait ar'e 

'ee'ovrl 

a ~ .a part of any new program. a 

a 

~It appears to u.L>Ithat the 

1,-r providing supervis'ed credit 

prdcinpuo,..ipasof 

and technical a -t~ancewas 

the program 

not based 

a 

a, ,upon sufficient aresearch and integr'ation of refearch11 efforts into the 

aa program per se. 'There is no""doub~t that much1 research in corn has been per-a 

aa'K 

' 

formed to develop composites' 

aoo 'aaa. 

a programh to dramrticdlly change 

a"or Medium asized target farmers. 

a hl4..A axetomk 

ie-n hyrd rIto deemn imr 

e" ?L,4a ncorporated a nto a" 

corn producti. n f nology on either syn5)1-.4,.. 

a 

a s agn a - nth erftei 

ae 

a a, attemp'ting to 'coordinate its corn researchprdi '~ rk with DTIVGSA many~~ 
/.a.aworking arrangement details are yet ,to be de Aj n, requirilig no reW tne 

before a 'more integrated approach to productJO1oP Ap"('M swill' have an impn(Jt 

upon 'roduction within the-iro'Ject. The Team is of, the opinion thaot AID's a 

a 

L4 

.4'4a 
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ofimroe.tcholg for beans has definitely not been developec nor cal 

it be deveiloped in the immediate future. ~ ~ -. 4 ' '~'.'7 

Frmarealictic standpoint, if credit is provided to farmers4who gow4
 

bensc rdtmgtbe~4 justifiably used fozr the1 purchas~e of the best-44
 

S7bean seed available in the country to produce 7as hihYeCSa osbe 

44 4 under good cultural conditio~ns but this certainlyn] to be inep-ee as . 

44!4444.44444 4"' " rovedcu ltural '-practices" <Ot.-o of -the, -current, !re(Ut-s- r obabIv 

being used frhedlabor costs of lan prearaition, planiing,,4, .ecling', 

and harvesting., Thie present traditional practit' es of bean culture are1 

- ' employmenit geeaigand:,tend to disrritite'income.44 In44this -respect, 

it he-lps to meet overall obj~ectiv'es of improving the econfomic.:situiationv" 4<4444444.4 

of those employed in small farm entrirjri!e.S 
4 'iI" .,44-4'4 '.,,-4444, 

There is an obvious need for future emphasis by ICTA in perfor-mcin'"' 

the necessary . research in~b(!ans,',takirg 'full advantae of th~''' ""e at 

wjork being conduct-ed by,the Internatignal Center for Tropicai Agricull-ure 
4. 

(CAT) in Coobaand,.the work of, the.Tnt.eriiatonal Institute for 

44 Agricultural ,Sciences ,(IICA) in Costa-Rio.' I~CTA'~s responsibilitlisn
 

the adaptive research necessary to'd'Kpt-he ;ig7ronomic Lechnology, teSt~ 4 ''" '44 

varieties4 and 4multiply seed of,the best ,varieri'es developea b tie '44'4 

4'44''44~ international and regional institutes. 
 44 4'V4.~..4'T.~4' 4~4444i 1<~4~,~f 4 4.4 

Maktn4n~rc polcy.'4prv;n Loa uehns-ad4le~v 

prices44 t44 benfres'4.eenul 4oi o fadijo~ 00 I 

'14 capacity.44 storage facliie o the 44aio-itn 7 Tcpct 4.444'44 

will~~-,,.:~44strg hel'asurandmakeingfailtie that1 ae444444elv 

44nd abv prvt bean arke444stn..' 

4" 44I' ~4~4. .~, . 4' 444 ,147 



C. WHEAT '~A ~ *~ 

~ ' '' ~Wheat Fis 

S<farmers. This 

traditionally, grown. in the highlands 

production 'flows 'to internal markets 

of 

to 

Guatemalbysml 

meet ne e dsds 

principally of the 'urban centers.; ' 

necret lve-o 'rdc inprv sf or--about-'one-third-of the--,­

conty' needs. Sinetetp of,whitat grown i s a 5coL bread spring 

wheat with relatively low gluten and low protciir, levels, importation of 

hard, high gluzen, high protein wheat is considered necessary for blending 

and miaking bread with acceptable char,-it oristi cs, 

The supply and demand projecti 4W o'r:ided in the Iowa State univer­

sity assessment indicated increasiqi in~i'both supply and demand 

betwieen 1970 and 1980 with an antiil '-- "-ficit of 109,000 MT by, 1980. 

Presumably on this obvious need bail- '.4 Lrn Strategy provided for 

emphasis in increasing wheat produu.t in. 111xnting goalsF 4ith credit. 

and technical assistance were establ'i.-to 1000 hectares in the first, 

year increasing toF 6000 he :tares in thF.Jth year. 

F 

An average of $380 per hecta@-Es yr .6~.ded to 725 farmers in 1972 

, 

Yw applied' 

farmcr. 

improved 

. 

inputs 

,F/ 

on ao - 4 hectares of wheat per 

<F 

F F 

Traditional wheat yields ave' i 

Current U.S. average of aprxmti 

of about I'(00 kg/ha, both ot' whieh ' 

~application on a -.rde Scale. I'hus 

. 

,ha compared with a 

n M-*a average 

of improved technology 

le~'~ioa"1velof production iis 
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requirements~N~t in tNheN futre In viewNNN of~NNN risin wordNVNNNNNNwea, 

app oac ap e r toNN be NjNNNNifNnNNst at g for NNNpu su tNN 'NNNiA4~ 

D.NNNN RICEN'i~NI 

Riceis trdtoal no sipotn nth utmlaw ta 

co n ,l v l b i g'es h n 5 p ud e 

a u in h 'l w d *N.eNycd s boti. i mpokr ts andN expor­

ofrc hvee mll-ih utmaapui ding for it own iterna 

consumptio reIre t in m s er nd ep ri g ol s al q att e 

The; Natona Pln poil o cei adtchia 

>~ ~ t 3250 keqpreena on the0 hetres bn te fisinh y orldT icews eorti atd th 

povide appetars tcreae an ronali otf r0 umeruictons. 
Whil it is'NN cosdee ''"'-"'ic - to. achev the yie-ds 

Nper'~'area u nt, eseial nde iri , codtos theIN la apparently 

does-. not tak int considratio thatN O' two suplyan dman pojcton 

mentioned ~ ~ ~ ~civmn ~ abov ~ ~nresdttlpouto ~ 'N Nhwdt ol 

prnipal by putNisertig neware tas imtnt dcin onthe Sotha asit asdi 

cornlbes aMemhrial Isit t ncosmtow'leve beiong le th'anif5 pon pr 
estNateN 

capit peryear>Durng' he lst to dcdNbt mot n xot 



the Northeast near Lake Izabal. 
This trend Of putting new ~rea<i~ q, 6 <'
 
Vductioni
will probably continue, in the, future since there is a considetAb.[e ' 

~amount of land on'large farms that cah' be diverted to niceprdcinf 

the market exists and the margin'of profit is adk~quate. 

Tequestion arises whether rice should be included in the.ai 

_---Grais -Pr'jet- s cal- nve techni~al assistance~ 
and credit resources that will~ be required on a'priority basis to ificr~e; 

corn production to 1evp1s adequate to meet consumption requirements,
 

18, GRAIN SORGHUM 

Grain sorghum, like rice, is a relatively minor cereal among the, 

crops being promoted under the Basic rn Project, only 5% of the total
 

farms planting basic grains grow grain ,;oighum.' This is .partly because It 
is a relatively new for Latin Lindcrop AmWerica is not a traditionial humian 

food crop there. 

More than half ofone the grain sorgbwiun is grown on fa,ris of less than 

seven hectares. In recentvyears, GCu aunala has exported sorghum In quanivtiws 
ranging from 22,000 MT durir~g 1953 j' .r,"to 8,500 MT in the- 1963--1967 13eriod.. 

There is an increasing trend in Lhe ocifc~ghum as animal feed (poultry,. 

pork and dairy). It has been esLimzi,. td ' t by 1975 the sorghum demand wilt 

be33,00 T, the supply 6,0 N" defcit balance o' ,70,000 HT.
 

The Plan makes puovi-f-i ',)r increasing the yield per
 

hectare of grain sorghum from 704 kg (indr 
 radi tionall practices to 3,175 kg,' 
an increase of 450%) 
on 6,000 hectares by 1975. 'This expected average
 

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

lBattelle .Memorial Institute, Prcojectionq of Supply and Demand for
Selected Agricultural Products in.Central America to 1970 and 1980, May, 1968. 
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$2 milinofwhc4.544 $8'.4 milin4 a to be fiace 4449 y I. t ip 

4444.-controlledfrom MDIDE .444meniqtjn'44n,"'ovde crdi to farmers 
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production~~ floers seam, latin d-'sfrit­
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extensive44 scale in4 Gutmaa th 4'~veo h u-p i ist
 

"tcWfy ih rdt oalae o i 90hctrsofdvrsi e 

crp thereby increasing~~.. thi poutinwihnth ie er lnpeid 

crp Thonsb-pectrdut iao'acpovited 70pre ofi h funde 

mht ~ n ofe n ua i h olllreincreofesicn dead*8.5 
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~ Progress reports of BANDESA indicate that in 1972, 1 104 loans 
-~ 

4- 4 44 -~ 

totaling $1,347,880 had been provided to promote increased produc~ 
:~tion of 

-~ 

*444.4~44 

4-.­
4: --4-4 

-4 - 4 

vegetables, 14444for sesame, 95 for plantain, 71 for deciduous fruits, 
- - --4 ­
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~ 44,4 - 4 

4 ­4-4444 

4-~ 43 f6r avo~ado,? 364 f&r 4-fl~wer 4-s and 4-17 forThitrus. 
4 

-. 4 -4 

4Several prdbl~ms involving implementation of the Divers3.fled Crops 

I 

I 

Sub-Project were identified by the Evaluation Teamduring the brief ~tudy
 

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

and avocadoes), there was reported reluctance and inability on the part
 

of the small farmers to make long-term, heavy investments *incrops that
 

would not begin to produce profits until five years or more after being
 

planted. Such farmers preferred to engage in short-term ~rop enterprises 

instead, for example, in vegetables or sesame production. 
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CHAPTER~53 

OTHERiLOAN SUPPORTEDPRGRAMS
 

I IHANRkESOURCES'3> 3~;~- 7~~~~-~ ' 

add tion to the technical assistance and trIaining nluei h 

production and research sproject rog am, .t e' 9m'o ithe . -p 

the.Loan,Agreement)0foravariety of manpower training programs, both for
 

farmers. Government staff,' andteachers. Up'to,5.6 million was to be
 

covered by the AID Loan, including rather anomalously, $2 mili.on tobe.
 

loaned to farmer cooperatives Ea strengthen them. Thus, a totlilof $3.3
 

millior was to be contributed by the GOG.
 

Subsequently, the Five-Year Plan reduced the program to 
a total
 

of, $8.704 millin. - Aside$ 
 mnilion for cooPerative credit, 

the Human Resourc~s Project con.sisted of the following sub-projects >; 

Item -erCs
 

Agriculture Training Centers7
 

To give short course:3 to 24,000 farmers $1,643,000
 

Agricultural Youth Groups
 

To organiz- 50,000 you~thsVjn 120(0 "4-S" Clu~bs 1,200,000: 

MobileQ Schools' 

To give instruction to 12,000 farr 230,00 

Agriculture Information Seivjce3 

To publicize agriculture information program 334,00 
:-,+ .3; 35 ,4 3 +7 + + + + + , + > : . ++ , + + ' ; +V + ' :'++'.'+ = + ' : - ' * + + +' ++:i++7+ . 7
.+,' , ,. 33 ....+ ..... + .,4 ++ + ' .,-+, ,+., +. ++ . +, + -. .+ ,++ + ?++ ;i '
+ + ; +;+: ; # 5++ + ? '?;I! +++<D ; t+Y3 + +!J:}+''+ 3-,'++ + Secondary SchoolTraining 

'3"",+- - 3, 3 '34 ,", ' 7f-!7{7 .'u3'3,-''3' 7: 4 ,!i/:7
Training of several hundred rural change agents-
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requirements of the overall program. In view of our findings and rCcomrnin­

dations for the program in general, we conclude that tle first step needed iU; 

to improve the design of the program's larger goals and methods. In thc 

meantime, the various staff training programs can reSonably proce,?I, S iTCe 

it is not likely that output will exceed Governm,-nt Agency need:;. 

Continuation of the farmer training programs can r,,a:;unbl,, ,+ ;Ll)),pt.ud 

too, although courses should bring the farmers' at Leat i(nn,1t, he cotS-­

benefit problems involved in adopting more modern technlgcyiu:7.
 

Feedbac'k and evaluation is as imperative 
 for thC farmer train ing 

courses as for the rest of the program, in view of the more tHiin q3 mill ,*oi1 

budgeted for these activities in the 5-year period. 
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II. ARTISANRY PROJECT
 

The Rural Development Loan contained $750,000 to be used for production
 

and marketing subloans and technical assistance to small artisans engaged
 

in the production of handicrafts. The GOG was required to 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 equip,,ent and for the provision of technical assistance in
 

production and marketing. It was estimated that approximately 2,000
 

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 foi annual production of 20 million quetzales.
 

The analytical base for the project seems to have consisted of a 

memorandum 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 requests to name a 
full time Director. While 

AID has disbur.,ed to the GOG the entire amount of the loan, 
as of
 

June 30, 197.7, only 94 loars to artisans had been made in an amount 

of 38,596 quetzales. Of this a;.iount 22,879 quetzales had been drawn dowa. 

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

NATIONAl. DEVELOPMENTr PLAN, 1971-75 

I. SUMMA1RY 

The National Development Plan for 1971-751 was completed prior to
 

July 1, 1970, ,hcrn the Arena government took office. The plan was 

accepted by the goverjv,nie,.t as the basis for its development 

activities.
 

In the plan, highest priority is assigned to development of the
 
2 

agricultural sector. It summarizes the strategy for agricultural develop­

ment as a frontal at-ack on the following problems: 

1. Hiatorical 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 their livelihood from the sector. 

3. lnsufficient growth tate and economic base of the agricultural 

sector to bring about nieeded growth in other sectors. 

1Plan de Desarrollo, 1971-.975, Secretaria General del Consejo 
Nacional. de I'lanificacion Economica, Guatemala, Junio de 1970. This plan 
consists of over 2,OO 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." 

2 Ibid. p. 4.
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The following short run goals are specified:
 

1. A substantial and sustained growth of agricultural product
 

through increased production of foodstuffs, primary mat.crial u e:port
aid 


products in both traditional and new products, ba-:d on i ioreur i I a,,;
,>i
 

expecially at tl level of specific projects, to -,waA n I i rs.
. l rmtn 

2. Maximum utilization of labor In apgri cIl 't,(.rechliuolovWIWI, gi CI' 

viable.
 

3. Gradual but substantial incorporation of subsistence groups 

into the market economy. 

4. *rengt.Inaing of the ,ase for future agri cuILu r, developmelt: 

through research :and training programs and massive development of youth 

clubs.
 

These shorc tetm goals are specified by the plan to be in harmony 

with the followIng longer term goals: 

1. Redistribution of agricuL tu II income;. 

2. Reductiuo, of rc.gional. disparities. 

3. Massive iittegra! ion of the indigenous econiomy into the 

monetai y economy. 

An over-ill plan objctive with ',hich the goals are -:;.id to. he 

conistent is that of reducirg vulnlcrabi. ity of tie ecoromy to L1f, vaj9 Ir~le: 

1 ­
of the export sectoC. 

In Chapter 1 of Volume 1 of the Plan, a discussion uf how tc. 7rl!tove 

income distribution put:;"product icn pe ic," at the t:0p ,f tle list. 

The agricultUral development program is considered to co:l;titute an 

:lmportaat factor for improving income distribut.i.on by rai.sii.: the income 

levels of small farmers and lowering the cost to the con;umer of certa in 

basic articles. 

lbid. 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. Employment pol~cy
 

4. Land tenure policy
 

5. Education
 

6. Health
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11. 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 
sc ctor.I 

The strategy for agr.cultural development is conceived as , pack:age 

of policy, program and specific project measui-eus triidi, t, achieve a
 

gradual 
but substantial transformation of the sector by incorpouating
 

technological advances and altering 
 the actual structure of income 

distribution.
 

Increased agricultural product is the objective. This increase is
 

to be achieved through :
 

1. Consolidation and diversification of export activities and 
2. Development of activiLies d('dicated ta prduction for the
 

internal and Central 
American Lcarket-. 2 The plan coiL,der,, that this
 

strategy will, 
 by expanding agricultural product, :,tir'ulatne tLhe other
 

sectors by increasing 
demand for agricultui ial iint , and due to resulting
 

increased rural incoiels , - ncre.ar; 
 d rimiand Lor cOnsumcr "oOds.
 

More specifically, 
 the stirat ,'yis designed to): 

1. Provide thethe icuLra sector wi thi, larg.r share of CN'TP
 

through application of 
 advanced tecinlotgy. 

2. Provide a greater proportion of that increa;sed share of ;NT 

to small and medium faricrs Lhroue:[i development of structures more 

favorable to them. 

IVolume I], Se'ction two, Chapter I, A, with ?17 pages, plus two largeAnnexes with 275 pages and 430 pages respectively. 

2Volume IJ, 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 strategy 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-purposcs are 

expected to be a.ccomplished;
 

1. Substantial production increases,
 

2. Improved labor absorption.
 

3. Generate demand for industrial products (agric. inputs).
 

Some production projects and programs are designed to preferentially favor 

small and medium farmers, including in some cases, subsistence farmers. 

rhus, there is to be a favorable impact on income distribution both from
 

Lhe direct effect of certaiq projects and from increased labor absorption
 

)f the others.
 

Another element of the strategy is to mount an objective and
 

;ystematic effo,:t to create conditions that facilitate agricultural
 

levelopment in the long run through: 

1. Development of human resources. 

2. Institutional reform.
 

3. Evaluation and Research on developable resources.
 

4. Agricu'.tural research.
 

5. Regional development.
 

1 op. cit. p. 6. 
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The five year cost of implementing the agricultural plan is 

estimated at 143.2 million quetzales.1 

The Breakdown of financing for the investment budget by years
 

is planned as follows:
 

Table 5 

Agricultural Sector Invest.ment Budget* 

INTERNAL EXTERNAL TOTAL 
%of %of tot-al 
Total inv t,<;trci'lt 

Year Millions $ % 
Internal 
Budget Miliions$ % Millionsm $ 

budget 
p1 muled 

1971 9.18 49.7 15.5 10.03 52.3 19.21 19.6 

1972 8.32 43.6 14.5 10.76 56.4 19.08 1.8.7 
1973 9.32 42.1 i .6 1.2.81 57.9 22.13 18.8 
1974 9.74 42.2 '.2.8 13.34 57.8 23.08 18.4 
1975 11.41 47.4 12.8 12.64 52,6 24.05 1.8.4 

*Source: National Development Plan, 1071-1975, Volunm if, Tables 1-1 
to 1-5 and 11-1 to 11-5, Public Investwent Plan, 1971-1975. 

Actual_Lenditures 

Means for executing the p! in arc as follows: 

a, Techni cal assistan-e 

b. Credit
 

c. Marketing
 

d. Agricultural research
 

e. Training 

f. Provision of infrastructure:
 

(1) Irrigation 

op. cit. p. 10- One Quetzales equals U.S. $1.00 
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C2) Drainage
 

(3) Secondary roads
 

(4) Marketing infrastructure (storage, etc.)
 

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) Institutional reorganization.
 

(2) Formulation of short-run policies.
 

(3) Mobilization and training of human resources.
 

(4) Mobilization of Financial Resources.
 

(5) Programming 

Several hundred pages are dedicated to suggestions and prepared laws 

for institutional reorganization. Discussion of short-run policies is 

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

planning unit should develop (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 beef); 4) agricultural development policy vis-a-vis 

industrial development, and 5) export policy for traditional exports 

(coffee, cotton, bananas). 
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A specific program is detailed for Human ReS01iEfCLe dee'L''opment. 

One page is dedicated to discussion of inzolVization of Financial Resources. 

Mention is made of 1) the consolidation of agric i1tur,-1. credit. rs;oarce,; 

from three existing (then) institutions (SCICAS, BNA, 1,TFOP into ,\NI)1ESA; 

2) request for assistance from the World Food -7 .< ii a i i :,'HiCA; 

3) request for assistance from AID to finarce L1110 Do C iicnll plan, alid 

4) request for assistance from the World 3s.nk to ftiiaae ,thw' sh•-.;ecto 

activities (specifically the Livestock progri:,i l the Soth Co.st). 

The sectorial plannir: of: i.e is charged wi.!::vant:. ii, an intn:;if ed 

programming activity fcr the fo2 lowing prioria., . p .cii'c ai:tion Irkcas 

1. Consolidation of development of he ag'atia.n palrcels distri­

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. 

Ilbid. 
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 need 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 e.;timating 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 cantral region?" The analysis attempted to show that 

an investment of $2.5 million in fertilizer would produce more economic 

returns in the highlands than in the lowlands. It considered that fertilizer 

would be the only additional input to existing practices. We note that the
 

Iowa State University aralysts had some reservations as to their conclusions
 

since thay suggested that further in-depth analysis was needed to assess 

more accurately the economic 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 

importance of nitroge-i ove r 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 economic packages 

of technology or 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 LDJCs 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 inputs. 
 Even if yields frum the improved package on experiment
 

station plots are dramatic, the famer must be convinced that he can also 

obtain dramatic yield re:'tlts and profit from a minimum 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 programdetermine methodology. 

Basic guideline 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, lvel, type, 

time and location of application, type and level of weed control, plant, 

population, row spacing, depth of planting and other practices. 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 further research on
 

farmers fields to develop j series 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 times, farmers are usually not motivated to risk
 

possibl 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. Each 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
 

inade 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 

Variety: "XI" 

Fertilizer: 100 kg N/ha, 50 kg/P205 

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 might be one 

preferable to a farmer for initial acceptance because of its lower input 

cost, but its still relatively high effectiveness for increasing his total 

income. For example:
1 

. ocatl nil Zone I 

"X"'Variety: 


Fertilizer: 75/kg N/ha
 

35/kg/P205/ha
 

Plant population: 30,000 ha 

Weed control: by hand at Q4.00/ha for labor (or his own labor) 

Time of Fertilizer: 1/2 at planting 

- 1/2 at 30 DAP (to be eliminated at farmerls 

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

The above examples are suggestions of the Methodology to be enmploy.,d
only and are not specific recommendations. Quantitative deLails 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
 

under a satisfactory B/C relationship. In the second case the economic
 

efficiency of inputs would be maximized sacrificing some total production
 

and profit but minimizing his risks. Many fariaers may elect this latter
 

alternative or even 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 sound Judgments which make 

economic sense to them. As new plant materials are developed with higher 

yield potentials, the farmers' judgments are not as valid as they were 

with older varieties. 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 uho would help arrange such on-farm research 

with leading 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 necessRry labor inputs for 

the field trials. These field trials would also serve as demonstrations 

throutghout the growing season to show the response of the various packages 

being developed and perfected for the specific area. Follow-on activities
 

of all types would be needed to propagandize results of the trials­

demonstrations. 

Besides serving as demonstrations for farmers, these activities would 

promote the integration and coordination of technical personnel (agronomists, 

economists, entomologists, 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 described above
 

must further include some assistance in helping to determine the relative 

benefits that he will receive fropi his enterprises involving other crops; 

animal production, off-farm income anq other activivIes relating t:o his 

well-being. Overall economic aspects of total farm operations are described 

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

SUGGESTED FARM ANALYSIS PROJECT'
 

I. 	 SUiMARY 

A. 	 PURPOSE
 

The purpose of this project would be 
 (1) to 	determine the income 

effects 	on individual farners 
(and classes of farmers) participating in 

the Basic Grains and Crops Diversification projects of the Rural Development 

Plan 1971-1975, and, (2) to deternine the employment generation effects of 

participation by different classes of farmers. 

B. 	 TIINICAL 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 

might need to be drawn, requirinp specialized assistance. 

The full-time expert should be fluent in Spanish, should have experience
 

with 	farut record-keeping and Farm Costs and Returns Analysis both in the 

U. S. 	 and Latin America - Experience with small and illitcate farmers 

would be partlcL.Iarly helpful. 

C. 	 SCOPE OF WORK 

Assist 	the Ministry of Agriculture as follows: 

1. 	 Determine data requirements.
 

2. 	 )etermine preferable method of obtaining data for both 

partic~pating and non-participating farmers.
 

3. 
 Determine feasibility of keeping records for all participating
 

f armer_'s. 

4. 	 Determine who should be Record-takers (promoters, Extension
 

agents, specialized staff).
 

5. 	 Design and test data schedules for taking field data.
 

6. 
 Develop instructions 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 promoters 

and farmers,, and (b) to Ministry maaagmejt st.Iff 

11. 	 Suggest adjustments to the Bas .tc Grainf; and Crop Divers.i.ficatioit 

projects based on analysis results.
 

12. 	 Train (on-the--job) a corps of Ministry technical and statiP;tica! 

clerk staff in all aspects of Farm Records and Analysis. 

D. 	 PERIOD OF PROJECT
 

Two to four years.
 

E. 	 DETAILED DES.LPJPTTON AND SUGGESTIONS 

If the farmer does not have a significant. net income response from 

participating in the programi, he cannot be expected to continue. As a 

general rule of thumb, if his average annual, net return pei 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 -n utilizing 

significant amounts of credit for cash inputs. 

Data _clirement s 

a. The only way to determine income effect with any degree of 

confidence is to obtain accurate data of all costs and r'tur-ns involved in tLe 

entetprises actually carried 	out by the farmers under thL. prograim. 

iThe word 'enterprise" is used here to distillguish the farm o peti
by separate production activities such as a field of corn, a vegetaile 
patch, a cow or cows, a field of beans, etc., each one being an entc:'prj...
"Activity" will be used to distinguish each separa:.c step involved in the 
production process for the enterprise, such as ;eplarntion of land, applyinj,, 
fertilizer, planting seed, weeding, etc., for one enterprise. fn some
 
Lati., 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 be
 

included.
 

The farmers net "whole farm', 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 labor 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 improved enterprise for hiE
 

real or imagined unimproved or worsened income situation, when, in fact,
 

there are other causal facLors 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 participates.
 

2. 	 "Control" farmers. A group of farmers who have farm 

characteristics (size, location, soil type, enterprises) 

similar to those who participate.
 

Pne way of choosing control farms is to randomly go to farms adjoining
 

participating faims, rejecting those which do not roughly match farm
 

characteristics of the participating farm.
 

1 In 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 acco4nted for by recording total labor use in the
 
improved enterpri se.
 



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 satisfactory. 1
 

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 disciplined way In such case, one would need 	 to rely on the Record­

takers' observations and conversations with non-participat ing farmers. 

c. Cost Data should be kept separately for each distinguishable
 

enterprise) i.e., each crop, each field and farm, i. e., 
 each input, and, for
 

labor, machine, or implement use. For example, if farmer has (a) 10
a 


manzanas of ccrn; (b) 15 manzanas of wheat, (c) three pigs and (d) 
 a ,mall 

vegetable patch, he has at least four enterprises. If hi0 0 mauzaiia. oi 

corn 	 is in diffei-ent fields (or the same field with considerably different 

ph.ysical characteristics such as slope, soil type, fertility levelt t.), 

it should be treated as sepirate enterprises. If the farnmer has a generally 

uniform field of corn, but, on part of it, he uses one combination of foctors, 

(type and amount of seed, type and amount of fertilizer, type and degree of 

weed control, etc.) and oIn another part, another combination, he has two 

distinguishable enterprises in the one field of corn, and the data thereon 

should be kept ,,eparately. 

Within each enLerprise, the amount and cost of each input should be 

recoided. inputs are of three general types: 

(1) 	Cash or capital inputs: seed, fertilizer, and other 

chemicals -- if seed is used from last year's crop, 

P market value should be estimated. 

(2) 	 Implement and machine use (direct costs and depreciat.rn) 

I1f records are kept-only on a sample of the participatiug 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 recorded 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 stalk for drying
 

- harvesting and carrying to storage 

- shelling and restoring
 

- marketing (hauling, loading, unloading, etc.)
 

The Record-taker also should make a brief description as to how the
 

farmer carried Dut 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 Data requirements appear to be very simple at first
 

blush, but it is important to keep production records separate by each 

enterprise as defined above. Otherwise (for example) field data will be 

mixed fron corn enterprises where different technologies were applied, etc. 

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

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

U.S. and in developing countries.
 

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

alternatives that should be considered:
 

1. make adjustments in the existing management information 

systems of DIGESA. The inforuition forms would need to be 

modified to be able to obtain more disaggregated and more 

reliable data distinguished by entperpriseI A Jecisiot could 

be made, at 
least for the first year, to obt ain data onIN in 

the improved enterprise, althrmgh this wou.d be consi1erably 

less than satisfactory for the subsequent anly: i s. 

Also, the forms shou].d be designed .iia boohlci., w..:ith -ach iT,,,ltI,
 

each activity step, and each implement or mac11.n1 us:. s:!raty I.senIti (id 
 -

perhaps, in order to provide the management informat-ol riquired ol a 

timely basis, the farmer could keep a booklet in il. posi.-sinn, whi ch 

is filled in as appropriate, each time the promot. er vL;ii; i iin. fle f:,rmer 

having been instructed on the previous visit a!; to what il format ion he wi.11 

need to reinembcr or note down. In the case of literate 1ai, ,rs, (he) Inight 

be able to enter the information right in th,: bok. Tlbi bookie! co ld 

have removable duplicates, which the promoter can riio, ,:ncc ,ltd 

and send in as his management report:. This would a.,r. quii-rtht i e 

activity step be on a separate page, or at least g:ouped ont Jages to ,oi.ntid 

with the promoter schedule of visits. 

Iboth 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
 

1 
data schedules for Latin small. farmers, and normal U.S. farm Record Books
 

also would be useful in assisting on lay-out and design. The promoters 

will need 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 

instructions 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 manage~ment information system is not
 

unduly distorted or diverted from its major purpose.
 

3. 	 same as 2. above, but select a representative sample of 

participating farmers and a control group. 

4. 	 keep records only on a sample of participating farmers.
 

Alternative 2. is thu 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 foryqs for all (or a group of) participating farmers'
 

"before" and "after" situations. Analyze that data for individual farms, 

rejecting those that appear to have patent gaps, duplications or inconsist­

encies. 
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 samph2 from 

each stratification. Complete a farm record booklet to the extent possible 

from the manag2ment iniormation. Then go to the field (promoter r11d farier) 

and obtain recall infornmation to fill in gaps, clarify questionable information, 

and to confirm information that on the face looks to be correct. 
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ANNEX III
 

OTHER ANALYSIS PROJECTS FOR CONSIDERATION
 

INTRODUCTION
 

The analysis projects suggested here probably would be carried out
 

primarily by the Unidad Se~torial 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 ar.alysis extension of the Farm 

analysis project described in Annex II. The Farm analysis should provide
 

fairly good information for determining the on-farm employment generation
 

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
 

Diversification projects. 

Two groups of alt2rnatives 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 ;ntensive technology. 

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

is important here. To the extent agro-industry of Intensified
 

crops is possible, there is a significant multiplier effect
 

on employnment 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. 	 Dther industry - especially small (even cottage type) industry 

based on primary materials of the region.
 

5. Small farm intensification - especially livestock such as hogs 

and chIckens.
 

Under the second, (b) the employment generation effects of implanting a set
 

of policies shifting coastal 	agriculture into labor inteasive methods for 

intensive production. 
This would involve analysis of alternatives in land u.ie 

policy, taxation policy, mechanization policy, resulting in shifts, 	out of 

extensive agriculture (such as beef) on 
lands suitable for 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 beef produiction increase in areas 

not suited to intensive crop production, to offset the possible beef produc.­

tion loss caused by shifting into intensive crops on the south cceIst. 

2. Price and MKrketiii. Ana lysi 

This includes an3lysis of comparative price re]ation,;hips for basic 

grains, and perhaps other ciops important for domestic constumption. DIrec, 

and cross price elast:icities of both supply an, demand would neod -o be 

developed for c-te-nining production -rice levels required for exf~anding 

production, pricing differentials for shifLing regional crop mixes, etc.
 

This work probably should be organized and carried out jointly by
 

INDECA and AID.
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3. 	 Risk and Uncertainty Analysis
 

Determine risk er d uncertainty levels for different sizes of farm in
 

different areas, different crops and different risks, for establishing
 

production zoning policies, crop protection insurance, research priorities
 

by zones, etc.
 

4. 	 Credit Policy Analysis
 

Determine actual use of credit by different classes of farmers, source
 

of credit and util.izatiop. Examine existing obstacles to expanded commercial
 

bank credit for crop production for domestic consumption, 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 Incruases.
 

Input-output price relationships analysis, discounted for risk
 

and uncertainty. Analysis of subsidy alternatives for promotLng input use:
 

interest rate subsidy, input price subsidy, output price subsidy, government 

services expansion (such as the Basic grains and Diversification projects), 

etc. 
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ANNEX IV 

SUGGESTIONS AS TO CONTENT OF TA PROGRAM
 

Our analysis suggests the following as the major areas of need to
 

which AID technical assistance might appropriately be addressed: 

1. The development of 
a program appraisal capability which is tised for 

analysis of program results and strategy options and ialidity, to serve ai.
 

a basis for course connection, 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 function now belog, 

performed by the Sector Planning Unit, should be sufficiencly 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 strengthen~ig 

the staff of the Sectorial Planning Unit.
 

b. The financing of full time experts on the staff of the Seci-orial 

Planning Unit on the model of' the assistance provided in 

connection with the DIGESA management information system. 

c. The provision of short-term consultants ,o advise and a-'-ist. 

on particular problems either as they arJi-ie or- period cal]v. 

d. The financing of special studies for appraiw; 1 of ,-tic1.:­

program a:spects or problems, e.g. the effects of credit 

programs upon the incomes of particular tvies ai forters. 

2. Pending the development of the appraisal and analysis capabillty 

mentioned above, the conduct of studies of the impact or gapsof, iM, the 

coverage of, the current program. Examples of possible such studies include: 
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a. Alternative 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 anj management 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 the characteristics of particular type farms and farmers which
 

cpn be offered with confidence as to probable results.
 

5. Short-term training courses for promotors 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 experts in the construction
 

and management of grain storage facilities.
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