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AGRICULTURAL POLICY IN THE CENTRAL AMERICAN/PANAMA REGION

SUMMARY

The nations that comprise the Central American/Panama (CAP) region are
very different in resources, ecconomic development, and approach to economic
decisionmaking, but they face many of the same problems. Without exception,
they depend heavily upcn tha asgricultural sector and on exports for
employment, income, and foreign exchange. In the area of foreign trade, each
faces problems of finding and develcping export markets,

Tc facilitate the identification and analysis of regional agricultural
policy constraints, the Regicnal Office for Central American Programs (ROCAP)
developed a prcject with the Interamerican Institute for Agriculture
Cooperaticn (IICA) in 1981 to provide support for the Regicnal Council of
Ministers of Apriculture (CORECA). The purpose of this study is tc review the
major current and future pclicy constrainte facing the regicn anf examine the
potential rcles of ROCAP and CORECA in addressing impcrtant policy issues.

A New Opportunity to Address Regicnal Policy Constraints

]
The study concludes that in spite of seriocus econcmic and socisl

problems, a new regional spirit of optimism and cooperstion i3 emerging based
on the expectatiocn of rzgicnwide plans to end hostilities. The resumpticn of
an effective Centrzl American Common Market continues to be a high priority
throughout the region. The Centrsl American Vice Presidents meet regularly,
often as a secretariat for periodic meetings of the five Presidents. The
treaty to create the Central Arerican Farliament now has heen signed by all

parties. Formerly, intergovernmental coordination was carried out by!
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ministries in only a few sections, but since the meeting of the five Central

American Presidents in Esquipulas, Guatemale in May 1986, coordinaticn now is

carried out regularly in planning, tourism, and other fields.

In particular, the study concluded that:

o

All of the material reviewed and all of the officials interviewed
concluded that agricultural policy constraints were major factors
underlying the region's poor agricultural performance,

Agricultural policy constraints are also very important to the
national macsceconomic ccncerns of each country, which in turn are
critically important to agricultural and rural growth. FHowever, these
relationships are very poorly understood by both agricultural
cfficials and those in other Ministries throughout the regicn.
Agricultural policy constraints a.e the focus of much of the policy
dialogue, but there is very little capacity in the Ministries of
Agriculture of the region to defi.e systematically or analyze policy
issues or options. 1In addition, efforts to strengthen the Ministries'
capacity to conduct policy analysis have been limited.

Because the policy dialogue is critically impertant to the regicn,
there is wide support for eccnomic policy efforts. There is very
little cuch werk now, in spite of the importance of reducing policy
constraints.

While there is concern in some quarters that the definition and
analysis of policy constraints will dilute efforts on specific,
practical prcjects to expand markets and improve production efficiency
and productivity, there is general recogniticn of the importance of

economic constraints such as export taxes and inappropriate commodity
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pricing policies, the necessity to nepotiate changes in thase
policies, and the potential benefit of practical, well-designed policy
analyses.

In addition, there is general apgreement that better tools to
address policy constraints could have important benefits for
agricultural sector performance.

In this context, CORECA continues to provide a forum for the region's
Ministers of Agriculture to discuss commecn problems. In 1985, ROCAP ceased
its support of CORECA, primarily because it appeared to be having little
impact on policy decisiocns. However, in late 1986 new agreements petween IICA
and CORECA appear to reflect broad regiocnal support for CORECA and to have
strengtbened its capacity to identify and focus on crucial regionel problems.

Acticns Needed, 1989-92

The study examined USAID policies and efforts underway throcughout the
region to modify policy constraints. It concluded that over the coming 5
years, increased efforts tc define, evaluate, and reduce agricultural policy
constraints will be crucial to regional economic growth and development. It
observed the importance of the policy dialcgue undertaken by the bilateral
missions tc negotiaste reductions in economic policy constraints and concluded
that progress in these negotiations would be supported by several fectors:

o Greater capacity of host governments to defin< and analyze policy
constraints, alternatives, and options in order to facilitate
agreement on steps that should be teken to reduce policy constraints.

¢ A better developed regicnal perspective that supports definiticn and

analysis of both national investment pricrities and alternative
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production and consumpticn incentive policies over the intermediate
and longer term.

More specific data and information about the national economic
sectors, about relevant policy constraints, and about existing and
potential markets, market needs, product quality and health standards,
transportation availability, schedules and costs, and other market

information.

While ROCAP is not a part of the policy dialogue, it would appear toc have

very powerful leverage through the institutions it supports to provide or help

provide much of the long-term effort to support the bilateral missions and

host governments to make the policy diaslogue mocre productive. Since ROCAP's

network of institutions is already in place and at work in some of the areas

of interest, ROCAF is ii position to take advantage of its leverage to

generate informaticn and analysis to strengthen the policy dialogue throughout

the regicn as well as to support direct efforts to define and modify regional

policy constraints through CORECA.

(e}

Most officials interviewed agreed that 1988 is the strategically

appropriate time for the development of a strong, intermediate-term

agricultural policy project by ROCAP, and that CORECA and IICA are

well positioned now to provide much of the institutional focus of the

effort.

--There is a powerful surge of regicnal concern at this time, arising
mainly frcm the Central American peace initiatives but also from the
Central American Common Market, the current economic and financial

pressure on intra-regional trade, and the belief that the worst of



the current economic crisis may be past and that cooperative
regional growth may be possible once again.

—-There is widespread recogniticn that macroeconomic policy issues are
dominating the policy dialogue and that the Ministers of Agriculture
are too little involved in this debate, in spite of its importance
to them.

And, that major agricultural policy issues are nct being fully
addressed because there is so little capacity to define or analyze
these irportant issues.

--There appears to be support for CORECA as an institution to help
define, focus, and cocrdinate regional support for policy analysis
and to work with IICA and others in the development of policy
research and policy analysis.

—-IICA has organized a major program area to undertake studies in the
area of agricultural policy analysis, and &lmost certainly would be
interested in actively cooperating in a future agricultural policy
prcject. This willingness, plus the capacity to build on work now
underway, would greatly strengthen ROCAP policy analysis efforts.

Recommendations

The study recommends that ROCAP design an effort to help identify,
define, and appraise options to reduce selected agricultural policy
constraints in the region. The activity would focus on several different
classes of concerns:

o Linkages between macrceconcmic pclicy and agricultural investment and

production.
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Importance of agricultural development to national econoric
development and growth.

Commecn agricultural economic policy problems in the Central American
region, e.g., basic grains policies, credit policies; self-sufficiency
end export promotion policies, among others.

Regional eccnoric problems, including impacts of production,
warreting, trensportation, or other subsidies, market information,
producticn outlook and plannring, or other, or regionel external
problems such as U.f. or EEC import policies, or others.
Alternatives to pernit development of regional marketing
infrastructures, such as markets, market information, grading,
storage, warehouse facilities, cr others, including monitoring of

production, marketing, and policy decisions.

Tc facilitate this werk, CORECA could assume several very important roles

during the coming 5 years:

G

Identify regicnal policy constraints that could be referred to IICA cr
others for definition and evaluation.

Select among potential policy issues thcse of highest pricrity for
definition and evaluation. In particular, decide among "regional
issues and "common" policy issues those that deserve the highest
priority for definition and evaluation.

Design and implement organizaticnal and management schemes to help
Ministers of Agriculture conduct policy analysis necessary to permit
them actives roles in domestic debates on macrceconomic policy and on

sector policies.
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o Undertake directly a limited number of policy analyses on selected

immediate "regional"™ and "common" policy constrsints.

¢ Work with IICA and others to help design, conduct, and report research

on policy issues needed to support the policy dialogue in Central
America, especially with IICA efforts under the IICA Program I,

In support of such activities, the CORECA permanent secretariat would
focus entirely on agricultural policy and would be organized accordingly. In
addition, CORECA would need tc lock very carefully at the distinction between
policy analyses, which are focused on decisions that must be made in the
immediate future and whichk require as much econoric information on the issue
as can be developed in the time available, and policy research which focuses
on econcmic facts and relationships between important factors. Both are
critical, and in short supply, but the tendency is to focus resources on
policy research and to igncre the analysis required to support the negotiaticn
for conditionality actually underway in the policy dialcgue. It would be
impertant for CORECA resources to be focused carefully on policymakers' needs
for analyses, while participating to a much smaller degree in policy research
with IICA and others.

Finally, it would be important for CORECA to build on its support with
the regions' Ministers of Agriculture and insure full access by Ministerial
offices to resources required on a timely basis to actually support the
Ministers in the policy dialogue and to avcid the management and
organizational procblems of the past and insure an organization that is not
only competent and smoothly managed, but accessible to agricultural
pclicymakers who need help, and flexible enough to deal with current and

emerging protlems.



AGRICULTURAL POLICY IN THE CENTRAL AMERICAN/PANAMA REGION

I. INTRODUCTION

The nations that comprise the Central American region are very different
in resources, eccnomic development, and approach to economic decisicnmaking,
but they face many of the same problems, Without exception, they depend
heavily on exports and upon their agricultural sector for employment, income,
and foreign exchange. In the area of foreign trade, they face problems in
finding and develcping export markets that are similar in their nature and in
their intensity.

The Regicnal Office for Central American Prcgrams (ROCAP) is concerned
with development issues that oxtend across the entire region. ROCAP's central
purpose is to support of the efforts of the several bilateral missions and to
identify for speciel attention problems that affect several nations and which
can be mcst efficiently and effectively dealt with on a regicnal basis.

To facilitate the identification and analysis of regional agricultural
policy constraints, ROCAP develcped a cooperative project with the
Interamerican Institute for Agricultural Cooperation (IICA) in September 1981
tc provide for a secretariat to support the Regicnal Council of Ministers of
Agriculture (Consejc Regional Cooperacion Agriccla--CORECA) from Central
America and Panama (Ministers from the Dominican Republic and Mexico also
participate). The project initially was to operate from September 30, 1961 to
March 31, 1985, but was extended to December 31, 1985. 1Tt was the subject of
several evaluations, including a study made during the final months of
cperation in 1985, While ROCAP participation in the project ended at that

time, CORECA continues to operate.



Several factors have emerzed over the past 2 years to suggest that ROCAP
might again consider supporting CORECA in its present or & modified form. The
purpose of this study is to review major agricultural development and policy
constraints likely to face the region over the next 5 years and, in this
context, examine the potential role of CORECA should ROCAP resume its support.
(The scocpe of work for the study is in Appendix A.)

This study reviewed studies by USAID and others, and included interviews
with policy officials and others in Costa Rica, Guatemala, El Salvador, and
Honduras. A list of reports and studies reviewed is included as Appendix b, a
list of regional instituticns as Appendix C, and a list of persons interviewed
as Appendix D. The study was conducted in Octcber and November 1987,

While the economic and security tensions of recent years have greatly
increased the difficulties cf internaticnal cocperation throughout the region,
its need is stronger than ever and the potentiai benefits even mcre
atiractive, The success of a Central American peace plan wculd provide strong
impetus for greatly expanded cocperation., The resumpticn of an effective
Central American Common Market continues to be a high priority throughout the
region. The Central American Vice Presidents meet regularly, often as a
secretariat for periodic meetings of the five Presidents. The treaty to
create the Central American Parliament has now been signed by all parties.
Formerly, intergovernmental coordination was carried out by Ministers in only
a few sectors (e.g., health, finance, agriculture) but since the first meeting
of the five Central American Presidents in Esquipulas, Guatemala in May 1986,
coordination now is carried out regulerly in planning, tourism, and other

fields,



Cverall, it appears that a new regional spirit of optimism and
cooperaticn is emerging based on the expectaticn of regicnwide plans to end
hostilities. To an important degree, cooperation on this most essential issue
is necessary to support significant expansicn of other cooperative efforts.
The strong possibility of imminent success in this area suggests the need to
explore numercus concepts for regicnal apprcaches to greater econcmic
integration and more rapid overall development. This then raises the question
cf whether ROCAP should once again support regicnwide efforts to facilitate
agricultural policy, and if so, whether it should again support CORECA. Since
ROCAP is preparing a Regicnal Develcpment Strategy Statement late in 1987 to
help guide ite activities over the next several years, this appears an
cpportune time to examine ROCAP's role in regional agricultural policy.

CORECA

The Ministers of Agriculture of the regicn have long recognized that they
face a number of common problems. For many years they organized regional
efforts to deal with specific problems such as animal health but have lacked
the means to design and deal with common agricultural policy constraints, In
respcnse to that percepticn, CORECA was crganized to help Ministers of
Agriculture from Central America and Panama promote increased production and
inter-regicnal trade, and to stimulate agricultural development, The unit has
three mein functions:

0 to foster cocperaticn and cocrdination among the Ministers of
Agriculture representing the Central American ccuntries, Panama, and
the Dominican Republic. As a permanent regicnal organization, it
facilitates discussion, pclicy review, and decisionmaking by the

Ministers with respect to policies, plans, and programs which



influence the growth and progress of regicnal agricultural production,
trade and exports, and rural emplcyment;

o to initiate and coordinate regicnwide research and analysis necessary
to develop policy options and recommendations on matters considered
important to increased productiocn, intra-regional trade, and rural
development, It was acknowledged that some of the studies could
evolve into pre-feasibility and/or feasibility studies for project
funding and implementation; and

o to establish and operate a mechanism for the exchange of agricultural
informaticn and data, experts, and technical assistance among
participating countries.

CORECA now has three main parts and a permanent secretariat:

o the Ministerial Board (Regicnal Council for Agricultural Cooperation,
RCAC) consisting of the Ministers of Agriculture from each country;

¢ an Executive Committee consisting of the Vice Ministers of Agriculture
from each country; and

o an advisory group, the Technical Coordinating Committee (TCC),
consisting of the Directcrs of the National Agricultural Planning
Units (NAPUs) of each country.

In addition, CORECA is supperted by a technical staff, the Technical
Secretariat (TS). 1IICA personnel provides some support to the TS, which also
relies on NAPUs to support activities in each country. The TS now consists of
three persons: a director, cocrdinator of technical programs, ana a general
coordinator. None of the three is an economist,

CORECA originally consisted of the Ministerial Board, the TCC, and the

TS. In 1983, the Executive Committee was added in order to provide a more



orderly review and implementation process to design and manage CORECA
activities.

The TS was organized in two staff units, the Research and Analysis Unit
(RAU), which undertakes or contracts studies intended to provide the basis for
policy reccmmendations to the RCAC, and the Regicnal Technical Coordination
Unit (RTCU), which was to serve as a center for receiving requests for
technical assistance that could be filled by available experts within the
region. The RAU was suppocrted by a special fund of $350,000 plus $150,000 for
data and data management.l The RTCU was supported by $150,000 for travel and
per dier for experts and $70,000 for contracting expertise not available from
regicnal public sector institutions,

ROCAP organized and implemented the efiort to support CORECA in September
1981. While its life was extended several times through December 1985, it has
not been funded By ROCAP since that time. Nevertheless, CORECA has continued
to operate, supported primarily by IICA which provides direct support for
CORECA coffices and technical assistance for CORECA projects.

The 1981 ROCAF Project

In its initial crganizaticn, the ROCAP project anticipated that the
Agricultural Secretariat would carry out five responsibilities:2
o define major agricultural development problems and opportunities

facing the region cver the next 5-20 years;

1 Checchi and Company, Evaluation of the Apricultural Secretarist,
Procject No. 596-0094, Draft--Subject to Revision, prepared for ROCAP, USAID,
Guatemala City, Guatemala, Movember 1985.

2 1bid.



o identify and analyze short and long-term policy planning, program, and

investment options;

¢ address intra-regicnal trade-related issues (tariffs, import/expcrt

restrictions, pricing and interest rate policies, and national self-
sufficiency policies within the regicn) and recommend practical,
politically acceptable mechanisms for promoting increased agricultural
trade;

¢ estavlish a mechanism for facilitating exchange of technical expertise

and information withkin a regionally cocrdinated framework; and

o stimulate rural emplcywent and increased small farmer income through

the coordination of efforts of national and regional institutions,

The final (1985) ROCAP evaluaticn reported that the severzl units that
were to constitute CORECA had been established and staffed and their governing
regulaticns apprcoved by all participating countries. The RCAC was meeting at
least twice yearly, while the TCC met even more frequently.3 The number of
requests for techrnical assistance to public agencies, initially prcjected to
average 20 annually, was 11 %n 1983, 18 in 1984, and 50 in 1985, 1In addition,
the RTCU prepared a large number of papers and studies (10 in 1985, 36 in
1984, and 28 in 1981) that were judged by the evaluation team to be somewhat
narrower in focus than had been planned, perhaps more nearly agricultural
sector studies than overall studies of agricultural policy and were faulted
because they contained repetitive elements. However, they were found to be

well done, informative, and of good to excellent quality.

3 Ibid.



Nevertheless, the Agricultural Secretariat was found not to have lived up
to ROCAP's expectations, primarily because the reviewers could not identify
policy decisions affecting the region or individual countries that had their
origin in CORECA, nor could they identify increases in production, trade, or
development that could be traced to CORECA's work. While project coordination
was hampered by continuing management and administrative problemt and most
Ministers had not made the tcken payments required by the project agreement,
the prcject's levels of accomplishment we.e either satisfactory or partially
fulfilled in each c¢f the eight areas evaluated.

CORECA Since 1985

Since 1985, CORECA has operated without direct ROCAP support, relying
primarily on assistance from IJCA. In Cctober 1986, an agreement between the
Ministers of Agriculture of Ccsta Rica, El Salvador, Guatemala, Honduras,
Niceragua, andé Panama; the Secretary of Agriculture and Water Resources of
Mexico; the Secretary of Agriculture of the Dominican Republic; and IICA
continued the basic support of CORECA.4

IICA designates a member of its professicnal staff to function as a
Secretary of Cocrdination for CORECA and who is provided the necessary office
space and secretarial support. Within IICA, the Director of Operations for
the Central Area is designated a- the permanent liaison with CORECA, and IICA
is to support generally the preparation of cooperative projects for
presentation to the Executive Committee and the Council of Ministers.

Specifically, IICA agrees to provide the eyuivalent of 12 person-months of

4 IICA, Consejc Regicnal de Cooperacion Agricola de Centroamerica,
Infcrme de la II Reunion Extracrdinaria Del Ccrsejo De Ministros de
Apricultura (Acuerdo de Cocperacion Tecnica), Mexico, Panama y Republica
Dominicana, Cctober 1986.




support from its policy arnaiysis program in support of CORECA projects to:
analyze and evaluate mcdels and alternative strategies of agricultural
development; develop analytic capacity to define and develop adequate
agricultural policies; and strengthen and implement instituticnal systems of
planning and agricultural policy.

In eddition to the policy analysis support, El Centro de Proyectos de
Inversion (CEPI) agrees to provide the equivalent of 12 person-months consulting
to support project develcpmen*t.. Also, El Cervicic Informatica agrees to support
CORECA with the equivelent of 6 person-months in the development of information
systems and structures and computations. To promote coordination between CORECA
and IICA, the Secretary of Coordination is to meet at least monthly with the
Subuirector General and Directer of Operaticns for the Central Area of IICA and
to prepare minutes of these meetings which will be available to the Fresident of
CORECA and the Director Generzl of IICA. The Executive Committee of CORECA will
be informed of the results of the meetings.

CORECA ncw plans to submit annual budgets by December 31 of each for
concsideration and approval by the Council of Ministers. The signatory countries
agree tc pay the equivalent of $20,000 per year in support of CORECA.

As it reviews and prepares its overall plans for the next several years,
ROCAP is exemining what might be its most appropriate rcle in regicnal policy
development. This includes examining the question of whether ROCAP should
once again consider supporting CORECA. To support the examination of both
questicns, the following sections treat the economic context in Central
America including the regiocn's primary prcblems and constraints to
development, followed by a brief discussion of USAID and ROCAP policy analysis
project efforts and recommendatiocns concerning future efforts in support of

CORECA's regional policy activities.



1I. THE ECONOMIC CONTEXT IN CENTRAL AMERICA

Econcmic policy constraints, including agricultural eccnomic policies,
are severely limiting economic growth and development in Central America and
are central to much cf the policy dialogue. As the econcmic pressures on the
region have grown, and efforts to base development on private secto:
investment have become more important, economic pclicy constraints have become
both more important and more difficult to deal with.

The econcmies of the Central American regicn have been under severe
pressures since tle early 1980s. Each nation faces a rapidly growing
populaticn, relatively low labor prcductivity with high concentraticns in the
agricultural sector, stagnant markets for traditional export crops, and low
and declining food producticn and income per person.

Throughout the region, twc major constraints preclude more rapid eccnomic
growth:

o a high percentage of domestic savings is transferred abroad, thus

limiting investment possibilities; and

o little foreign currency is available to keep imports at levels

consistent with suitable growth rates.

This convergence of highly negative external factors, added to the
demestic problems inherent to these econories brought about a serious
detericration of econcmic and social conditicns in the region during 1982-86,
a situation that has persisted intc 1987.

For example, the chief economic and social indicators for the 1982-86

pericd show that the situaticn worsened during the pericd.
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o Gross domestic product (CGDP) growth fell from 5 percent per year to zerc
or below, thus ending a sustained trend which had lasted 20 years.

o Per capita GDP in 1986 was no higher than it was 10 years earlier,
after growing more than 2 percent annually over the 2 preceding
decades,

¢ During the last 5 years, investiment levels relative to GDP havo
dropped below those of the 1940s, thus jeopardizing future growth
potential.,

o Average inflaticn over the 5 years has been 3 to 7 times greater than
in the 1960s anc 1970s.

¢ Recessiocn and inflation have reduced both employment and real wages,
and increased the number of people below the poverty line.

¢ Because of the drop in GDP, fiscal pressures have increased, and
little progress has been made in reducing fiscal deficits. Taxes on
foreign trade continue to provide over 20 percent of all tax revenue.
The fiscal situation seriously limits possibilities for reactivating
the economy through expenditures and public investment.

¢ Service of external debts and the deterioration of the terms of trade
have had negative impacts on the balance of payments, even in
countries that recently succeeded in improving trade balances.

Table 1. Central America and Panama: Selected Economic Trends

H Population Rate : Export Trade : GDP Per Capita
Country : 1980 1986 : Annual : 1980 : 1986 : Annual : 1980 : 1686 : Annual
: $ : Chanpe : : : Change ! : : Change

(mil) (%) (mil dol) (%) (dol) ()

Costa Rica : 2,25 2.49 1/ 2.05 1,002 1,125 1,95 2,044 1,777 -2.31
El Salvador : 4,51 4,91 1,43 1,074 338 1/ -20.60 780 792 1/ 0.25
Honduras : 3.69 4,37 3.44 850 780 -1.70 652 788 3.20
Guatemala : 6.92 8.19 2,85 1,557 424 -19,49 1,128 748 -6.62

Panama : 1.90 2,23 2.71 360 335 1/  -1.43 1,815 2,217 1/ 4,08

1/ 1985,

Source: World Bank,
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The region's preeminent problem continues to be the lack cf stability,
and efforts tc implement a peace plan have received worldwide attention.
However, the region's needs are global, beginning with security and political
stability, and including industrial growth and job creation, improved
agricultural productivity, expanded intra-regional and inter-regional trade,
improved nutrition and health, and environmental protection. It continues to
be in the intercst of the United States to support development in the regicn,
and the design and development of policy initiatives to facilitate that
develcpmen:.,

Because the agricultural secteor is vital to each of the regicn's
countries, agricultural policy constraints are increasingly important to
recovery and growth. In this context, USAID is attempting to focus its
strategy especially on thcse critical economic areas that can significantly
enhance the pclicy dialcgue throughcut the region.

USAID's Strategy and Goals

USAID's strategy for addressing the Central American regicn's development
constraints is based on the Central American Initiative and focuses on
achievernent ¢f four bLrecad goals: (1) shert-term eccnomic stabilization, (2)
basic structural reforms which permit rapid and sustained economic growth, (3)
a wider sharing of the benefits of growth, and (4) the strengthening of
democratic institutions and respect fcr human rights. The strategy is heavily
targeted toward needs of lower income groups and emphasizes prcductive
employment opportunities as well as greater access to health care, education,
and sccial services and depends on the private sector as the main engine of
development. It alsc seeks, through policy dialogue, to improve the rcle of

the public sector by encouraging reforms which increase economic and political
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freedoms, as well as management improvements which reduce the costs of public
services, USAIL stresses the importance of institution building and training
in the development process, and strives to apply advances in science and
technclogy to all its programs.

Stabilization. Economic stabilization, primarily reducing fiscal and

balance-cf-payments deficits and bringing inflationary pressures under
contrcl, is an essential requirement for private-investment-led growth. USAID
encourages and underwrites stabilization efforts through programs supported by
Econoric Support Fund (ESF) resources, both to cushion tempcrary declines in
economic activity and facilitate the adoption of reforms needed to stimulate
economic recovery. A key objective of stabilization assistance is that
countries be ahle to manage their external sectors on a current basis.

Long-Term Growth. Structural refcrms are important to rapid and

sustained econcmic growth. This strategy depends largely on reorienting
development strategies away from import substitution and toward exports to
non-regicnal markets. This reorientation is designed to result not cnly in
faster eccnomic growth over tpe long run, but alsc in job creation and a mcre
equitable pattern of growth by encouraging labor-intensive patterns cf
development,

Spreading the Benefits of Growth. Export-criented growth strategies

promcte more equitable development through job creaticn, encouragement of
small businesses, and the generation of revenues needed to extend the coverage
of health, educaticn, and other social services. Coverage also is extended
through more efficient operation of public services and the use of cost-
recovery measures, both of which are particularly important in countries where

real budgetary resources have fallen because of the economic crisis.
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Democratic Institutions and Human Rights. Ecconomic growth most benefits

the citizens c¢f the regicn and supports U.S. interests there if it occurs in
an envircnment in which governments permit their people to participate freely
in local and naticnal political processes; to form labor unions, cooperatives,
and cother vcluntary organizations; and to have recourse to a judicial system
that will administer justice fairly and speedily.

While the policy dialogue focuses on the critical short-run issues of
political and economic stability, it must also include the increasingly
pressing issues that constrain development in the economic sectors and limit
quality of life in the countryside. A sound agriculturel policy 1is
fundamental to such growth and development, but agricultural policy
constraints have received little attention in the past.

Rcle of Agriculturel Policy

Agricultural policies define the efforts governments make to stabilize
and enhance agricultural investment, productivity, production, and income. In
general, agricultural economic pclicies fall intc one of two types: market
interventions tc increase investment and production incentives and stabilize
prices and incomes; cor, the allocaticn of cdirect investments by the
government, Thus, market interventicn peolicies such as basic grain pricing
pclicies or taxatiocn policies dirzctly affect basic grain prices, production,
and consumption (among cther things). Government decisiocns tc invest directly
in irrigaticn projects, for example, rather than in research in genetics or
improved management techniques affect production costs and, cver the longer
term, also affect production and consumption. Both types of policies have
powerful impacts on the availability, quality, and price of basic goods, and

are important to econcmic growth and social stability throughout the region.
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Agricultural policies are primarily important because they affect food
availability and cost, the largest family expenditure. Food prices are a
primary determinant of real income levels and of personal disposable income
for other consumer goods. As a result, they have major impacts on consumer
demand, naticnal economic activity, and, over the long term, economic growth.
Agricultural stability, growth, and productivity are basic to support economic
investment in general and to the capital development necessary to underwrite
increased equity and broad participation in national development and growth.

While agricultural policy has long been an important element of the
pelicy dialcgue, its importance has grown very significantly with the region's
increased reliance con private investment-led develcpment. Private investors,
by their nature, are extremely sensitive to the outlook for prices and costs
and ccherent agricultural economic pclicies are critical to beth. Thus, the
growing importance of private investment has brought a new and growing
appreciation thrcughout the regicn of the basic importance of economic policy
to agriculture.

The following section examines the major constraints to increasing
agricultural prcduction in four majcr countries of the region: Guatemala,

Costa Rica, Bonduras, and El Salvador.
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III. POLICY PROBLEMS/CONSTRAINTS

Lespite the impcrtance of agriculture as the primary eccnomic base across
most of the regicn, its performance has been keenly disappointirg, especially
relative tc its potential. Considerable efforts have been made tc identify
the constraints to more rapid growth and a greater contribution by the sector
to overall ecconomic progress. The results of these efforts are reported in
varicus reports and documents of the bilateral missions and ROCAP. (An
illustrative listing of reports is included in the list of "references" in
Appendix B.)

The analyses reviewed generally identify constraints and classify them in
crder by importance. They commonly conclude that policy constreints are among
the most limiting. A recent report prepared for R(OCAP examined the entire
region and grouped constraints into three brcad categories: structure,
policy, and operaticnal.> It defined pclicy constraints as "...those which
result from either counterproductive impacts of poorly designed policy
instruments or negative side effects of policies directed towards other
objectives."

Among the most {requently identified policy constraints are:

o Agricultural Pricing Policies

Pricing pclicies in Central America have developed to stabilize
supply and prices, and tc curb practices of intermediaries. They
frequently have unanticipated impacts because they distort incentives.
For example, subcidies designed tc substitute domestic producticn for

imports, save foreign exchange, and increase fcod security often are

5 Coopers & Lybrand, An Agricultural Strategy for the Regicnal Office for
Central America and Panama (ROCAP), undated.
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costly, encourage high-cost production, distort investment, and lead
to overproduction. Consumer subsidies, when they contrcl basic grain
prices and reduce producer prices, may constrain supplies. Marketing
boards can incur large losses if they attempt to maintein producer
prices in the fece of consumer price controls.

——Commercial Role of Public Sector Agencies

Sectoral ministries and other agencies continue to play major
roles in the price regulation and trade of agricult'ral products and
inputs. In most Central American countries, government agencies buy
farm products, sell inputs, and cperate retail food cutlets in order
to enforce price controcls. The objective is to correct a perceived
defe¢et in the market mechanism. Fowever, the prices used often do
not reflect real supply and demand conditions. They cause
rigidities and distcrticns in the market, as well as public sector
deficits.

o Mzcrceconomic Folicies

——Exchange Rates

Most Central American econcmies depend on imports for nearly all
technical inputs., Overvalued currencies or prices regulated toc hcld
down procducticn costs promocte contraband trade while unified
exchange rates can raise prcduction costs and result in growth in
export crop production.

In many cases, price and exchange regulations stimulate
production of basic crops while unified exchange rates stimulate
precduction of export crcps. Such conflicts are difficult if not

impossible to resclve within agriculture,
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--Import Substitution Versus Export Promotion

Import substitution policies in the form of protective tariffs
and producer subsidies have been used to increase local production
of formerly imported poultry, vegetables, and grains. While these
programs cften succeed in increasing procduction, the producer
subsidies and high consumer prices may more than offset the savings
in foreign exchange.

Import limits and export promoction are not necessarily
inconsistent, but must be applied rationally. Crops which are
logically promcted for expert need different kinds of land and are
produced by different farmers. However, import substituticn can
severely distort investment choices and be ineffective and costly.

~-Fromoticn of lon-Traditional Versus Traditional Exports

USAIC encourages gcvernments to ccncentrate on the production for
export of non-traditicnal crops. The emphasis is justified by the
need tc increase export earnings, the projected poor glcbal demand
for traditional export crops, and the high potential income and
employment from trorical and seascnal exports of fruits, vegetaltles,
and ornamentals,

The benefits of export diversification are clear. However, these
markets are highly ccmpetitive and the products perishable.

Emphasis on non-traditional export crops may ignore the potential
for increased productivity and greater production of traditional

export crops. DBetter use of known technoleogy could significantly
improve the national competitive edge, despite expected continued

low prices.
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Constreints From Allocation Policies

—-Wweremphasis on non—agricultural production, including policies that

explicitly or implicitly favor investment in non-agricultural

sectors at the expense of agriculture. The implications of this

bias are increasingly well known, but the tendency continues to be

widespread.

——Inadequate investment in human rescurces and production technology.

Education in rural areas is inadequate. The problem extends to

professicnal and sub-prcfessicnal manpower training as well as basic

education. As & result, primary education, especially in rurel
areas, is an area of continuing need and, potentially, one of the
most effective investments.

Similarly, low productivity in Central American agriculture is
well known. However, developing, transmitting, and incorporating
productive technolcgy is extremely difficult. Despite several
successful programs, the constraint continues to be fundamentally
important. !

Agricultural Taxation

Land and inccme taxes, considered to be the mcst equitable forms
taxation, have never been widely used in Latin America becsuse they

are difficult to ccllect. Instead, exporters of traditicnal

of

commodities bear disproportionate tax burdens, whkichk in some cases are

restraining productivity and leading to decapi alization.

A particularly cnzrous combination of taxation policies occurs when

multiple exchange rates are used. Export producers often face

explicit or implicit taxes when export dollar receipts are paid in
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local currency equivalents at low government-controlled exchange
rates, while inputs and other costs must be paid at higher free or
parallel market exchange rates.

Agricultural Credit

Agricultural credit availability and credit policies vary
considerably among countries and zmong commodities and classes of
borrowers. Small farmers who produce basic food crops frequently are
nct considered creditworthy by the commercial banking system. As a
result, they pay high ratec in the informal system or are serviced by
public development banks whose eligibility and subsidiza*ion policies
lead to their frequent decapitalization,

Interest rates for agricultural credit at competitive levels may
expand the pool cf available credit. Nevertheless, the requirements
of the luvcrative (and probably more secure) markets for commercial and
consumer credit can make it difficult to meet agricultural sector
requirements even with unregulated commercial private interest rates.

Trade Documentation Policies and Procedures

Import and export permits and asscciated procedures are a deterrent
to export expansion thrcughout the region, especially for highly
perishable non-traditicnal prcducts. TIn some cases, import permits
used tc force import substitution have prevenced competition in
agricultural commodities and protected high-cost domestic agriculture.
Sudden changes in procedures or limits increase the commercial risk of

trade, particularly in perishable products.
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IV. ACTIONS BEING TAKEN TO ADDRESS POLICY CONSTRAINTS

Each Mission approaches agricultural policy constraints on at least two
levels. The first and most immediate inveclves the pclicy dialogue; the
definition of "conditions" asscciated with loan and grant activities supported
by the U.S, Mission and host government officials and private groups.

A second level involves formal projects that identify and define
particular pclicy constraints and efforts tc modify them. Important as the
formal projects are, the immediate considerations of short-term problems play
extremely critical rcles in shaping the dielogue and defining and negotiating
program conditicnality.

USAID provided lcan and grant assistance for the Central American regicn
of $998 million in 1987, with more than $615 million in econcmic support
funds; $97 millicon for agriculture, rural develcpment, and nutriticn; $51
million fcr education and human resource development; and $234 million fo.
other develcpment activities and programs. In connection with the transfer of
these funds and the develcpment of the prcjects, a brcad range of highly
specific concerns was identified. In policy dialcgues between U.S. and host
government representatives, very specific recommendaticns were made for
mcdifying policy constraints, together with the pricrity of these
recormendations.,

The conditionality requirements and recommendations made by U.S.
representatives are based on the action plan and the country development
strategy, which are in turn, based on the UJAID strategy and the Mission's
understanding cf current effective development constraints and alternatives.
In most cases, there is considerable informaticn available about country and

regional macrcsocial and macroeccnomic trends but only very sketchy
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informaticn about the fundamentel economic relationships that are essential to
guide efforts to change specific peclicy constraints, especially those
concerning agriculture,

The discussicns with USAID and cther officials in the Central American
region indicated acute awareness and serious concern regarding five separate
aspects of policy constraints. The first is a lack of basic informaticn. While
most of the policy constraints mentioned above are well known to policy
cfficiels, they are not adequately measured. Production or consumption
responses to price and inccme changes are frequently not known, for example.
Nevertheless, officials must negotiate important grant and lcan conditions that
assume producer and consumer responses to price and income changes.

The second is the difficulty of focusing negotiations on important long-
term agricultural pclicy constreints when immediate concerns such as econoric
and political instability and viclence may be much better defined and thereby
dorinate discussions. The third is the difficulty of dealing with the
persistent urban bias that pervades many of the regicns' policymakers, and their
lack of appreciation of the importance of agricultural and food policies in
econcmic develcpment. Fourth is the risk and difficulty of dealing separately
on a naticnal basis with regionwide constraints. And, fifth is the limitation
imposed by the lack of naticnal capacity to systematically design and evaluate
impacts of alternative policy constraints and policies.

These concerns, taken together, appear to be leading to three kinds of
actions focused specifically on policy constraints. First, USAID/Waskington
is increasingly conscicus of the negative impact of certain classes of policy
constraints and appears to be working to emphasize them in the policy

dialogue. Rigid monetary policies that lead to overvalued currencies is an



22

example, as are policies of self-sufficiency in basic crops and those that
impose penalties on traditional export crop production. In response, the
Missions are concerned with the description of such constraints and with
attempts to describe and measure their impacts.

Second, there appears to be an increased level of interest in policy
constraints on the part of IICA and other regicnal institutions, including the
Central American Institute for Business Administration (INCAE). Regional
policy analysis is one of five major program areas defined by IICA, and it
prcpecses to spend about 16 percent of its quota funds on policy analysis in
1988, 9 percent ot total funds available (Table 2).

Table 2. JICA: Distribution of Resources by
Programs in 1988 and 1988 ($1,000)

Frogram : 1988 : 1989
($) (%) ($) (%)

I Agricultural Policy Analysis :1,038.8 8.7 1,774.1 9.0
and Planring :

II Technclegy Generation and : 9,358,323 41.8 9,015.0 45,6
Transfer :

IITI Organization and Management : 7,432.4 33.2 5,420,2 27.4
for Fural Development :

Y Marketing and Agroindustry : 1,676.8 7.5 1,571.1 8.0

v Animal Health and Plant : 1,977.5 8.8 1,979,4 1C.0
Protection :

TOTAL :22,383.8 100.0 19,759.8 100.0

Source: IICA, Proposed Program Budget, 1988-1989, presented at the fourth
regular meeting, Ottawa, Canada, August—September 1987,

IICA is focusing its policy analysis prcjects in several broad areas,

including evaluations of policies governments in the region use to allocate
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investment funds and pclicies used to provide incentives for production,
consumpticn, investment, and growth. TICA faces the general prcblem that
there is mcre interest among its cooperators in allocation pclicies than in
incentive policies, in spite of the encrmous importance incentive policies
have iu stimulating and guiding private sector based econcmic growth and
development.

In the case of INCAE, it has been primarily concerned with business
management problems and the training of managers, but now is increasingly
concerned with econocmic policy issues and the design and develcpment of
imprcved economic policies., uther regional institutions such as FAC and the
World Bank were not interviewed in the course of this study but were reported
to be interested in the support of increased effort in the field of economic
policy in Central America.

The third kind of effort includes routine actions undertaken by Missicns
in the management of development prcjects. The USAID Missions tend tc focus
rost directly on the organization and directicn of develcpment projects, but
they indirectly address pclicy constraints in two ways. The first is through
procjects on policy or which support policy analysis capacity in the Ministry,
as in the case of Honduras. The second is in the routine evaluations of
project effectiveness in which reasons for project success or failure permit
the jidentification of real and immediate impacts of policy constraints.

Followinn are very brief summaries cf actions being taken to address

policy constraints by four bilateral Missions.
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USAID/Honduras

Of the $112 million USAID expenditures in Honduras in FY 1986, 62 percent
were eccnomic support funds. Most of the balance was spent for agriculture,
rural development, and nutrition ($22 million).

In Honduras, special efforts have been made to strengthen the capacity of
the Ministry of Natural Resources (MNR) to conduct policy analysis. Through
annual grants, about seven analysts are added to the staff of the MNR for
policy analysis purposes.

USAID/H is now implementing a new policy project which has a small
agricultural policy component. The prcject would be implemented by the
Ministries cf Finance and Hacienda. However, it would permit an expansiocn of
support for MNR policy analysis, and is expected to lead to development of &
future project on agricultural policies and their impact.

USAID/Guatemala

In FY 1986, 80 percent of the $60 millicn USAID program was accounted for
by ESF funds, with nearly one-half of the remainder devoted to agriculture.

USAID/G has ongoing effdrts to increase and strengthen the policy
dialogue between the public and private sectors, and it is facilitating a more
positive rcle for the private sector by helping it develop the capacity for
the preparation cf creditle studies and analysis, reports, and proposals.

A larpe agricultural sector program is now under serious consideration in
Guatemalé in which pclicy conditionality and the analyses necessary to define
and measure both poclicy goals and progress toward goals would be an important
component. This sector program might be designed for early 1989

izplementation,
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Other policy related activities are planned, such as a review of basic
grains pricing and marketing peclicy as part of an ongocing Agricultural Task
Force Followup program.

USAID/Costa Rica

The USAID/Costa Rican program expenditures were $119 million in FY 1986,
also primarily ESF funds (78 percent) and agriculture/rural development (12.5
percent).

In Costa Rica, the program focus is on the support of export-led growth
and depends heavily, but nct exclusively, on investment in non-traditionel
export areas, The Mission, together with the Ccsta Rican government, has been
working tc identify and modify pclicy constreints tc investment in the
agricultural export sector, and in laying the basis for longer-term economic
growth., Constreints that are limiting fcoreign investment in Costa Rica ere of
particuler interest, but the Missicn also has been working closely with the
demestic financial sector to help it organize to provide financial support for
new and exparded prcject activities,

In Ccsta Rica, the potentiel for broad-scale increases in agriculture is
thought tc be especially strong, The industry is attempting to develcp
markets, reduce costs, and increase productivity. Thus, the Missicn is
concentrating or. identifying and removing constraints tc investment and growth
throughout the industry, and on helping the government design new economic and
financizl pclicies tc support investment and market expansion, Because of the
project commitment to export expansicn, efforts to remcve agricultural policy

constraints likely will continue to be focused in this area.
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USAID/E1 Salvador

The USAID program expenditures in El Salvador are the lergest in the
region and acccunted for more than 40 percent of the effort in the {ive
countries described in Table 3. Again, the bulk of the effort was in KSF
funds (84 percent), while agriculture/rural development efforts accounted for
just over 5 percent of the total.

Table 3. Importance of USAID Project Areas for
Four Central American Countries Plus Panama and ROCAP, FY 1986

Project Title : El : Costa : Guate—: FEon- : Fanama: FCCAP : Total
:Salvador: Pica : mals : duras : : :
: - - percent - -
Agriculture, Rurel : 5.3 12.5 8.6 16.5 52.4 11.1 11.8
Development, :
& Nutrition
Population Planning 0.6 0.6 2.6 2.2 0.2 0 1.1
Health : 4,5 2.2 1.9 6.9 0 4,1 4,0
Child Survival Fund : 0 0 0 0 ¢ 0 0
Education & Human : 0.9 0.7 2.9 7.2 2.8 2.6 2.5
Rescurces :
Selected Develcpment : 4,5 5.7 4,0 1.5 12.0 6.3 4,5

Activities :
Economic Suppert Fund: E4.2 78.3 80.0 62.6 32,6 75,9 76.1

Total : 100.0 1CO.0 1C0.0 100.0 1C0.0 100.0 100.0

Source: USAID, Congressional Presentation, Fiscal Year 1988, Annex III:
Latir. America and the Caribbean.

The dominant consideration in El Salvador continues tc¢ be its interril
hostilities and the impact they are having on the nation's econcmy and on its
outlook. The uncertain political climate has reduced both external and
internal investment in the agricultural sector, at the same time the
government's need for funds has grown. The result has been even greater

policy constraints in the form of export taxes and pricing poclicies. The
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Mission is concentrating on negotiating with the government for the
modificaticn of these constraints.

While current efforts to address policy constraints are primarily focused
on conditionality, the Mission has completed a systematic inventory of
policies affecting agriculture.® This broad review of macroeconomic and
sectoral policies and investment programs underway and planned identified
government interventions and indicated the principal area of policy impacts.

Like its neighbors, El Salvador is focusing much of its development
effort on export-led private sector exports, with the expectation that
prcduction growth will be heavily in the area of non-traditional export crops.
Both the host government and USAID/El Salvador are aware of many of the
problers current policy constraints hcld for investment in export production,
The policy dialcgue is focusing on these areas as much as possible under the
current difficult circumstances.

USAID/ROCAP

The Fegicnal Cffice for Central American Programs (ROCAP) was organized
in 1962 by agreement between the United States and the Organization of Central
American States (ODECA) tc finance and promcte activities which further
regionel cooperation and eccnoric integration in Central America. It is
accredited by formal agreements to the governments of Guatemala, El Salvador,
Honduras, Costa Rica, and Nicaragua.’/ It designs and manages USAID projects
with expenditures of $43 million in FY 1986, mostly for ESF projects (76

percent) and agriculture/rural develcpment (11 percent).

6 Rubert R, Nathan Asscciates, Inc., An Inventory of Policies Affecting
Apriculture in El Salvador, prepared for USAID/RDO, El Salvador, August 1984,

7

USAID/ROCAP, USAID: Bacl.pround, Strategy, and Programs, undated.
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Unlike the bilateral missions, ROCAP is not a part of the policy dialogue
within the countries, but because of the substantial support ROCAF provides to
a network of institutions, it is able to negotiate conditionality to influence
the policies and activities of these institutions., The network of regional
institutions includes:
o Central American Bank for Economic Integration (CABEI) in Tegucigalpa,
Honduras;

o Letin American Agribusiness Develcpment Corporaticn (LAAD) in
Guatemala City;

¢ Latin American Export Bauk (BLADEX) in Panama City;

o Nutrition Institute for Central America and Panama (INCAP) in
Guatemala City;

¢ Tropical Agricultural Center for Research and Education (CATIE) in
Turrialba, Costa Rica;

o Inter-American Institute for Agricultural Cooperation (IICA) in San
Jose, Costa Rica;

o Central American Institute for Business Administraticn (INCAE) in San
Jose, Costa Rica;

o Central American Institute for Industrial Research and Technolcgy
(ICAITI) in Guatemala City; and

o Secretariat for Central American Integration (SIECA) in Guatemala
City.

In the area of eccnemic policy, CABEI, LAAD, and BLADEX are of major

significance throughout the region.
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In addition, ROCAP is cooperating with IICA anc INCAE to focus the
efforts of these instituticns mcre directly on the identificaticn and
modification of regional and national economic policy constraints,

CORECA

CORECA cfficials point out that their institution has been in a period of
transition and now is in a position to play a mcre strategic rcle in
identifying and modifying policy constraints throughout the regicn. At the
time of its organization, CORECA was given a visible and central rcle in
defining and recommending policy changes, coordinating essential technical
assistance, and providing analytical support for decisions in member
countries. In retrospect, it appears that during the extreme economic
difficulties of the period, the role for regional cooperation by agriculturel
Ministers was smaller than anticipated relative to naticnal problems and
issues, and the management and crganization of CORECA was not always well
suited to deal with regicnal needs,

CORECA ncw has been reorganized and reoriented toward a more strategic
and more practical role. It intends tc be highly selective in ite activicies
so that the Council of Ministers carn fccus on policy issues in mcre detail.

In part, the recrganization was made necessary by the end of ROCAP support and
the need to rely more heavily on IICA. However, it also came from concerns on
the part of the Ministers that their attention was being diluted by attempts
to deal with too many issues in too brocad a context.

As a result, pclicy ccnstraints continue to be of very high priority to
CORECA. JTn particular, IICA studies (Program I) that evaluate the criteria
used tc develop priorities for national investment throughout the region and

which potentially could be used tc develcp national investment pricrities and
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thus facilitate planning are of interest., CORECA is also considering efforts
to evaluate how well policies work that intervene in markets to change
production incentives, Finally, CORECA is discussing the determination and
evaluation of potential regionwide policies to support trade and the

infrastructure for trade, and how these might be designed and implemented.
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V. ACTIONS NEEDED: 198G6-92

A Potential Regional Policy Focus

Agricultural performance continues poor throughout the region, with the
sector contributing far less than its potential tc eccnomic develcpuent.
While the:e are many constraints to agricultural growth and development,
nearly aligpbservers agree that macrceccnoric and sectoral economic policies
are among the most important. In spite of the considerable agreement on what
many of the constraints are, there is much less accord on what could or should
be done to change the pclicies. An evaluaticn of the policies in place, their
impacts, &and alternatives for change would seem tc be not only feasible but
extremely important.

At least two important distincticns gbout policy should be made when
viewing it from the perspective of the entire region and especially when
considering ROCAP's rcle. One is the commcnality of policy constraints and
issues among tle countries of the region. For histcric, cultural,
climatological, and ecconcric reascns, many pclicies have commen rcots. Those
found in one area frequently are cormmon to most or all countries in the
regicn, The appreach to basic grains pricing peolicy is an example.

The cther distinction concerns regionzl policy problems that emanate f{rom
outside. An example would be a trzde barrier, say the U.Sf. sugar policy or a
restriction on the market for a particular non-traditional export that is
prcduced by all the countries.

These distincticns beccme important when considering what might be the
most effective ways tc address policy constraints. Common action, perhaps
throcugh CORECA or & similar crganizaticn, could be mcre apprcpriate tc address

trade prcblems than duplicate efforts by each country or only partial efforts.
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Likewise, with stronger analytical information, Ministers' efforts to change
policies likely would be more effective thrcough a unified front than by
individual actiomns.

Several of the regicn's major policy constraints are in this category--
trade barriers (both among the countries of the region and to extra-regionsl
markets), access tc markets, transportation, and market develcpment are but a
few. There are others, For this type of problem, a very strong case can be
made for a regicnwide apprcach, and for strong analytical support provided by
a technical staff such as from CORECA.

The question remains how the "common"™ policy problews——those that are a
constraint in several countries but really require national acticn--are to be
addressed. Shoulcd these be left to the bilateral rissions to provide
assistance; to the national governmaent to address individually; or should a
regional approach be develcped?

Concerns similar to these led to the organization of CORECA in 1981, and
have maintained the interest of the Ministers of Agriculture in the
institution. FExpertise could be developed in CORECA to support individual
national governments in such cases, and wt ch could be transferred from
country to country with CORECA playing a coordinating rcle. CORECA might also
coordinate the identification and provisicn of such assistance from outside
the regicn,

CORECA also could address naticnal policy issues. It could help identify
and evzluate regional impacts of changes in individual national pclicies, and
how well they work to deal with specific problems. Again, basic grains policy
serves as an example. Throughout the region, countries have roughly similar

grains pricing policies. Similar problems with these policies have evolved
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and there are acknowledged needs for reform to spur develcpment in the basic
grains sectcrs. In addition, there is little official trade in basic grains
among countries irn the region, also a result of existing policies. While
changes in these pclicies are primarily problems for individual countries,
they have regicnwide impacts. Ministers of Agriculture throughout the regicn
neec informaticn about contemplated changes and assessments of potential
impacts. In additicn, policies designed with a regional view could be more
complementary and actually encourage bacic grain trade in the region
(especielly to handle the pericdic shertfall and surplus situaticns that
cccur).

In additicn to sectorzl policies, macroeconcmic pclicies are cruciegl to
the stability of the sector and to the growth and development of agriculture
throughout the regicn,

Importance of Macroeconcmic Peolicies

In part because of the regicn's current econcmic ~risis and the shortage
of hard currency to pay large externel debts, individual governments have
become increasingly preoccupied with macroeconomic policies.

In this context, there is growing recognition of the dominant rcle of
macrceccneornic policies in the performance and develcpment of the agricultureal
sector. It is becoming clear tc both the public and private sectecrs that
monetary, fiscal, trade, exchange rate, and cther naticnal economic policies
have greater impacts on agriculture than do agricultural sector policies, and
that pol:icy decisicns taken outside agriculture can be far more influential
than changes in any of the policies and programs managed by Ministers of

Agriculture,
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This recognition is still growing, but with it is growing a sense of
frustration and helplessness because cf the complexity of the situaticn and
the unfamiliarity of such policies to concernea public and private sector
officials alike.

In a companion prcblem, Ministers of economy often have little
understanding of agricultural pclicies, their impacts on the sector, and, in
turn, their impacts on natiocnal development. Thus, it is essential that
Ministers of 4griculture have the capacity tc beccme involved in the design
and implementaticn of macrceconomic policies, and in evaluations of the
impcortuance of thcse policies to agricultural production and trade, rural
incomes, investment, agricultural infrastructure development, and rural
development in general. These developments are leading to twc related
concerns:

¢ There is virtually no public sector capacity in any of the countries
an the region to conduct anelyses of macroeccnomic policy on the
ggriculturel sector. Analysts in the agriculturel Ministries
typically have little background and/or training in macroeconomics.
Analysts in other parts of the public sector, such as the Central Bank
cr Ministry of Finance or Ministry of Hacienda, may have macroeconoric
training but have litvle or no background, knowledge, or understanding
of the agriculture sector.

o The great and growing importance of macroeconomic policy leads to
calls for Ministers of Agriculture to have a larger rcle in economic
policymaking for the countries. While Ministers may or may not be
members of the Econcmic Cabinet, most have little capacity to perform

in this capacity. Their own backgrounds likely have not prepared them
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for such a role and there is little or no capsbility in their
Ministries tc help prepare them.

Whether Ministers of Agriculture can ever play mcre prominent roles in
macroeccnoric pelicymaking for the entire country is always debatable.
However, there is agreement that they should be invclved in deliberations that
concern the agriculture sector, especially to assess lilely impacts of
contemplated generzl policy changes. These observations suggest that greater
analytic capacities are needed in the Agricultural Ministries. At the very
least, the capacity should ex.st in the Ministries for thorcugh assessment cof
macroeconowric policy impacts on the agriculture sector, information which
could be used ir naticnal econcmic policy deliberaticns.

The Ministries now lack the capacity to conduct sclid economic policy
analysis even con the sectoral level, let alone the macroeconomic policy level,
It has proved difficult tc institutionalize such capability for various
reasons. Policy analysis units frequently change with administrations,
Eeyond that, public sector compensation levels usually d¢ not attract or hold
appropriately trained and qualified analysts. Most Ministries have scme kind
of planning unit that relates in various ways to the national planning units,
but these are varisble in quality and performance cver time, especizlly as
related to policy. Most planning units, in fact, do little of what is
generally regarded as pclicy analysis,

Ancther reascn for the limited analytic capacity for policy analysis is
the lack of a generally accepted understancding of what is encowmpassed in
policy recearch and policy analysis, and in the distincticn between the two.
Also, there is too little common understanding of how a policy analysis unit

can moct effectively operate in the naticnal governments, or how it might
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interact with or relate to other units of government (such as the planning
units) or to other crganizaticns.,

ROCAP-Rilateral Mission Apprcaches to Policy Constraints

The fcregcing pecints bring into focus the respective roles of ROCAP and
the bilateral missicns. Important changes in policy constraints tend to be
the result of the pclicy dialcgue and prcject conditionality. There is a
widespread belief among persons interviewed that the policy dialogue could
deal meore successiully with longer—~term econoric constreints if it were better
supported by mcre analytic capacity in the countries and by a broader, more
regional view of pclicy constraints by country officials. At the same time,
there is general agreement by mcst of thcse interviewed that CORECA's
potential for success would be greatly enhanced by stronger capabilities for
policy analysis in the indivicdual countries, This is true for severel
reasons, not the least ¢f which is the ability to prepare the Ministers for
participaticn ir. CORECA. The better the analytic capability in each country,
the better prepered a Minister can be to contribute to the deliberations of
CORECA--tc know how a policy 4ffects an individual country and how changes
might affect the entire region,

Effcrts to strengthen the capability of individual countries, of course,
are viewed as the responsibility of the bilateral missions and scme have
projects that include this as an element. In Honduras, grant funding is
provided to ADAI, a not-for-profit research crganization, which in turn
provicdes analysts to the Ministry of Natural Resources (MNR). There are
concerns about this arrangement and it appears thet another grant may not be
made tc ADAI., A proposal from MNR to establish a new arrangement through IICA

(Program I) is being viewed favcorably. Under the current arrangement, the
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unit tends to get drawn off{ into "political things" for the Minister, to focus
on standard research tonics (marketing efficiency) rather than policy
analysis, and to not address relevant policy concerns. From AID's view, there
were two other problems as well--the ADAI overhead costs and the arrangement's
lack ¢f permanence, so that when AID funding ends, the group could cease to
exist. Repeated attempts have been made toc get the Covernment of Honduras
(GOH) to provide counterpart funding, to no avail.
The MNR/IICA propcsel would involve:
0 A joint USAID/GOE designation of FL 480 mcnies for a contract with
IICA to provide pclicy analysis directly through Program I (not
CORECA), administered through the country representative. The funding
would count as GOH counterpart funds.

¢ USAID/H then woulc prcvicde a direct grant to IICA, Program I (or a

Honduran entity) to suppocrt the work of the analysts, tc do studies,
hire ccnsultants, travel, etc.

This propesal is menticned as a possible mcdel for cther bilaterals to
work in concert with ROCAP and IICA. A variation of the scheme would invclve
sdding a CORECA technician to each country office who woulcd be
adrinistratively supported (space, secretarial support, etc.) by the country
representative's office and would interact with others in the IICA country
office, the Mirnistries' pclicy units, headquarters staff, etc.

Future ROCAF Support of the Pclicy Dizlcgue

Over the next 5 years, the Central American region will continue to
suffer an encrmcus disadvantage relative tc mcre developed &areas, in part
because cf the capacity cof develcped regicns to focus large amounts of

resources effectively on problems that affect broad areas. In research, for
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example, developed countries can identify constraints that affect procduction,
consumption, investment, or marketing and focus the necessary resources to
dezl with most problems. In Central America, where incomes are low and
expensive research resources very scarce, it is necessary to focus individual
research efforts on very similar protlems in several countries, perhaps in
three or four. These competing effects likely will be fragmented,
vnderfunded, and incomplete if they are undertaken at all. Not only is it far
more efficient, but in many cases, more effective to do this work centrally.
ROCAP, because of its support for a netwerk of regional institutions,
would appear to have powerful leverage tc provide cr help provide much of the
long-term effort tc support the bilateral missions and host gcovernments and
make the dialogue on policy constraints more productive. It has significant
potential to:
¢ Increase the capacity of natiocnal governments to understand and
analyze policies and pclicy options relative to national investment
programs, policies toc intervene in markets to alter incentives to
produce and consume and policies to establish a regional and national
irfrastructure to support expanded export producticn and marketing.
¢ Supplement nastiocnal governments' capacity to define and analyze policy
constraints and opticns, and help them strengthen their own capacity
in this area.
¢ Organize and support instituticns that can help strengthen national
capacity tc define and analyze policy options, help provide such
support directly, and provide direct analysis and services for

regionwide services.
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By focuging its efforts in these areas, ROCAP could be in a strong
position tc use its instituticnal leverage to generate information and
analyses to strengthen the policy diaslogue throughout the region. In
addition, it could more directly support efforts tc define and modify regicnal
policy constraints woiiting through the Regional Council of Ministers, CORECA.

CORECA and IICA now seem much better positioned than before to expand
their work on policy analyses of regionwide and regional problems. CORECA
seems willing to use its policy advisory unit to screen and focus policy
concerns, perhaps even tc focus exclusively on agricultural polacy issues and
thereby avoid diluting efforts by work on "technical" issues such as insect
eradication programs and others, Technical cocrdination is useful, but could
be done at a lower level, possibly in IICA, and probably shculd not cccupy
CORECL resources that could better be focused on regional and national policy
issues and concerns.

In this setting, CORECA could assume several very important roles:

o Identify regional pclicy constraints that could be referred to IICA or

others for definiticn and evaluation.

o Select among potential pclicy issues thcse of highest priority for
definiticn and evaluaticn., In particular, decide among "regicnal
issues and "common" policy issues those that deserve the highest
priority for definition and evaluation.

o Design and implement organizational and management schemes to help
Ministers of Agriculture conduct policy analysis necessary to permit
them actives rcles in domestic debates on macroeconomic policy and on

sectcr policies,
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o Undertake directly a limited number of policy analyses on selected

immediate "regional™ and "common" policy constraints.

¢ Work with TICA and others to help design, conduct, and report research

on policy issues needed tc support the policy dialogue in (Central
America, especially with IICA efforts under the IICA Program I.

In suppert of such activities, the CORECA permanent secretariat could
focus entirely on agricultural policy. It would be necessary to devcte
considerable time to the delineation of policy issues; what is and what is not
pelicy; which issues sre regicnal, or common to several countries and are
likely tc be the fccus of the policy dialecgue, and which are not, and how
these shoulcd be approached.

CORECA would need tc lcok very carefully at the distincticn between
policy analyses, which ere focused on decisions that must be made in the
immediate future and which require as much econcmic information cn the issue
as can be develcped in the time availatle, and pclicy research which focuses
cn econcmic facts and releticonships between important factcrs. PRoth are
critical, and in short supply, but the tendency is tc focus resources on
policy research and to ignore the analysis required to support ihe negotistion
for conditionality actually underway in the policy dislogue. It would be
importent for CORECA rescurces tc be focused carefully on pclicymakers' needs,
while participating to a much smaller degree in policy research with IICA and
others.

Finally, it would be important for CORECA to build on its support with
the regions' Ministers of Agriculture and insure full access by Ministerial
cffices tc rescurces required on a timely basis. It would concentrate on

actual support of the Ministers in the policy dialogue, insure an organization
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that is competent, smoothly managed, and accessible to agricultural
policymekers who need help and flexible encugh to deal with current and

emerging prcblems.



42

VI. SUMMARY CONCLUSIONS AND RECOMMENDATIONS

Based on the review of material available on regicnal problems and

programs and on interviews with officials and cthers, the following

conclusions and recommendations are presented:

(¢

Throughout the regicn, growth in agricultural productivity is low and
is significantly retarding national economic growth and development.
All of the reviews and all of the officials interviewed concluded that
agricultural policy constraints were major factors underlying the
region's poor agricultural performance.
Agricultural policy constraints are alsc very important to the
naticnal macrceconcmic concerns c¢f each country, which in turn are
critically important to agriculturel and rural growth. However, these
relaticnships are very poorly understcod by both agricultural
officials and thcse in other Ministries throughout the region.
Agricultural policy constraints are the focus of much of the policy
dielcgue, but there is very little capacity in the Ministries of
Agriculture of the regicn to systematically define or analyze policy
issues or options. In addition, efforts to strengthen the Ministries'
capacity to conduct policy analysis have been limited.
Because the policy dialcgue is critically important to the regicn,
there is wide support for economic policy efforts, Theve is very
little such effort now, in spite of the importance of reducing policy
constraints.

While there is concern in some quarters that the definiticn and
analysis of policy constraints will dilute efforts on specific,

practical projects to expand markets and improve prcduction efficiency
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and prcductivity, there is general recogniticn of the importance of

economic constraints such as expcrt taxes and inappropriate commodity

pricing policies, the necessity to negotiate changes in these
policies, and the pctential benefit of practical, well-designed policy
analyses.

In addition, there is general agreement that better tocls to
address policy constraints could have impcrtant benefits for
agriculturel sector performance. As a result, the study recommends
that ROCAP undertake an effort tc help identify, define, and appraise
options to modify selected agricultural policy constraints in the
region in order to strengthen the policy dielcgue and help improve
cectcr performance.

The effort could feccus con seversl different classes of policy
concerns:

--Linkages between macrceconcmic policy and agricultural investment
and production.

——Importance of agricultural develcpment to naticnal economic
develcopment and growth.

—-Commen agricultural econcmic policy problems in the Central American
region, e.g., basic grains policies, credit policies; self-
sufficiency and export promotion policies, among others.

--Regionel eccnomic problems, including impacts cof production,
marketing, transportaticn, or cother subsidies, market information,
producticn cutlock and planning, or other, or regional external

problems such as U.S8. or EEC import pclicies, or others.
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--Alternatives to permit development of regional marketing
infrastructures, such as markets, market information, grading,
storage, warehouse facilities, or others, including monitoring of
producticn, marketing, and policy decisions.

The activity should have five major purposes:

~-Increase the capacity of Ministers of Agriculture to conduct policy
analyses in crder to increase their participation in internal
debates on both macroeconomic and agricultural sector issues.

—-Support increased activities by CORECA to identify regionwide common
agricultural policy issues and regicnal policy issues that arise
because of common interests and csncerns; tc cocrdinate policy
analyses on selected issues and policy research on major areas of
concern.

--Support efforts by CORECA and IICA to develcp arrangements with
Ministries of Agriculture to strengthen individual VMinister's
capacity for policy analysis and planning.

--Support efforts by IICA to undertske policy analyses in cocperation
with CORECA and with individual Ministries.

--Support efforts by CORECA and IICA to define basic policy data and
research needs and to mcnitor policy develcpment, policy changes,
and policy impacts.

Most officials interviewed agreed that 1988 is the strategically

appropriate time for the development of a strong, intermediate-term

agricultural policy effort by ROCAP, and that CORECA and IICA are well
positioned now to provide much of the institutional focus of the

effort.
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--There is a powerful surge of regicral concern at this time, arising
mairly from the Central American peace initiatives but alsc from the
Central American Common Market, the current economic and financial
pressure on intra-regional trade, and the belief that the worst of
the current economic crisis may be past and that cooperative
regional growth may be possible once again.

--There is widespread recognition that macroeconomic policy issues are
dominating the policy cizlogue and that the Ministers of Agriculture
are too little irvclved in this debate, in spite of its importance
to them.

And, there i< recognition that major agricultural policy issues
are not being fully addressed because there is sc little capacity to
define or analyze these important issues.

—-There appears to be brcad support for CORECA as an institution to
help define, focus, and cocrcinate regicnal suppert for policy
analysis and to work with IICA and others in the development of
policy research and policy analysis.

CORECA has develcpecd recent agreercents with IICA and with SIECA
and others to provide support for its activities during the next
several years. There is general agreement that many of the
conceptual and cperaticnal precblems of the past have been sclved and
that CORECA now has much broader crganizational support through the
region.

—-TICA has organized a major program area to undertake studies in the
area of agricultural policy analysis, and almost certainly would be

interested in actively cocperating in a future agricultural policy
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effort. This willingness, plus the capacity to build on work now

underway, would greatly strengthen ROCAP policy analysis efforts.,
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APPENDIX A, SCOPE OF WORK

I. O3TECTIVE:

he Contractor will provide tne professional assistance of one Senior
3 ¢

Auriculcoral Economist to RUZAP to conduct an in-depth study/ nzlysis ol
ajracultiral policy issuss in tne Cencrel Americg’/Fanama (JA/F) region in
vrevaration tor RUCAP's Regicnal Developrent Strategy Statement (RDSS) for the

1953-1992 periosa.

II. SCURE OF WORKS

A, Bucxarouna

ROCaP will oo preparing a Regional Develoopment Strategy Statement (RDSS)

”orlss on to AID/W in late Decemcer, 1987. ROCAP reguires the services
r Agricultural Policy Advisor to conduct an in-denth study/analysis

gricaltural FOlle arena in tJ& CA/P rejion. The purpose oL

ral policy 1s to modify marxet forces so that farmers and other
actors in the sector will alter their pcoduction and markating decisions in
wix/5 wniln promote the comwon goud. To facilitate that process, a Project

J sent (0. 596-C094) was sicned tetween the Inter-imerican Institute for
Ajricultural Cooperaticn (IICA) and RUCAP in Sevtemwer, 1961. 'he Project was
¢:5igrea to operate from Sepuemier 33, 1931 to tarch 31, 1985. Initially, AID
aatnorized only a Phase I, to September 30 1983, with continuation for the
full-term contingent uwon an evaluation of progress during Phase I. Based on

[Sr-pay

tiwe myaluation, Prase IT was irplamenced until March 31, 1985. The project
was supsequently extended to Septemder 30, 1945 ana again to Decemb:r 31, 1985.

The pursose of the Project was to support a regional eifort in Central
Anerica, Panarna and the Dominic i1 Repunlic to assist the Agricultural

Sacretariat (QORAZA) of the region (comprised of the Ministers of Aariculture
from eacn country; ar adviscry group muaa up of the Directors of the2 L:ficnal

cural Placning prosrens and a tecunical staff). In hovaier 1075, 2
CLNC0T e LLLATIIN 0L T Projell S s resilos cfothiat

15 FAOCAR clirnice rocos of T
uncer Thls cen 7 &E73s3 what nas

cleornl onelicy oar Cerninaticn ol pUCADP

1 2005, end wilie doon primar. and saicndary
1 RJCAD, Dllzteral UdslD missions in tie: C4, 2 region,
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Ihe specialist will work under tie Guidance of the ROCAP Agricultural
Lzvzlovmenc urticer and will be reguired to work in Guatemsla City, and travel
Lo the otner CA/P countries (E1l salvador, Horduras, Costa Rica and Panama) .
The requirea time 2stimated to Conplete the assignment described in this Scoge
Ol Work and gualirications for tne specizlists are as fc llows:

fuclificazions: This Agricultural Policy Specialist will be a senior
7zl sgriceltural economist with an ln=deptn Knowledce of the Latin America
icultural sector and tne conzcraines to Laie aevelopient process. The
1caltural policy specialist snould pe ramiliar witn the major policy issues
tree JA7P reglon, and up-to-date with the bilateral missions and other doncr
ViTles In w2 reglon. The individual selected must be anle to meet and

FOUI ST )
0wy o

Ln S AN

G2 ]
=t

[}
n O
1
—

20180 raport witn high-level government officials, agricultural leaders
and private sector representatives.  He/she should be familiar with the AID
Frogidliiayg process, particularly with the Country Development Strategy
“ELITEnt (C055), and how it related to ALD programniing. He/she must have a
ZDLED languzge Cepanllity eguivalsnt to FS-3.

2. stecific scove of work: 14e Agricaltural Policy Specialist will ke

edpunllols Lor Orginizing and directing the overall study/analysis, and will

F ovizTenziLle T2 Lorm and scoitarse of the Fingl donoerent, Zzuring that
e k

a
ATATM Lol Agricultursl Policy
e fellowing Specific Scone of Work.

v
I

a. Deline toz major agricultural Cevelorent problems and opportunities
facing tne region over the pext five years;
5
c. I¢entify and analyze short and long-term policy issued facing the regizn;
o Igentiry soxcific acnlevemants ootained to Gate as a result of COKICAS
U, A5S3¢3 menzgerial and aaninistrative adjustments IICA has made in its
roLe zc Coralpnating insticuticn of COURLCAS
e. ould undertave 1Tadiztely, and
. SIOOLTETGTE 1L Corenilitios £or
iow osuldies, Qevzioping procedures for
22l 0y 1sszuez and assessing individuai
S Cr zlternativ: policies;
r. Develop a preliminary list of Potantieliy inportant agricultural studies
a3 priority areas for COR:ECA atuantion;
J. v2led a strategy to guiae ECCAD's Iporeorizte role in strengthening
CURZlys and,
. LETImniae £nF approoriate rolc for RUSaD in eupporeing agricultural

wilicy foriwulation and coor.in.=ion in the region,
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III. TIMING:

Work undsr this Worx Order will be carried out during the period October
15 - hNovember 15, 1937. The specialist will be stationed in Guatemala, but
wlll be reguirea to travel throughout the CA/P region.

Iv. FIPUKIT
The specialist will be reguirea to submit a draft report of findings

prior to nis/ner dedarture from the region. Five copies of final report will
D2 suomitted in English to ROZAP no later than 15 days thereafter.
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APPENDIX B: LIST OF DOCUMENTS REVIEWED

Asmon, Itil, Ph.D.; James Jones, Ph.D.; Michael Schwartz, Ph.D.; and Ing. Agr,
Astolfc Fumagalli, Small Farmer Diversification Systems Prcject (520-0255)--

Final Evaluation, Associates in Rural Development, Inc., Under AID Contract
No. PDC-1406~I-00-7012-00, Burlington, Vermont, Octcber 30, 1987,

Bolsa Nacicnal, Lc Que Es Necesario Saber Acerca del Mercado de Valores,
Guatemala.

M.~

Chcechi and Company, Evaluation of the Agricultural Secrctariat, Project No.
596-0094, Draft--Subject tc Revisicn, ROCAP, AID, Guatemale City, Guatemala,

November 30, 1985,

Coopers & Lybrand, An Agpricultural Strategy for the Regicnal Cffice for
Central America and Panama (ROCAP).

Draft cable tc All LAC Mission Pricrity from AA/LAC, William Wheeler, Acting,
regarding Supplementarv CDSS Guidance for LAC Country.

Gobierno de Costa Rica, Ministeric de Agricultura y Ganaderia, Un Dialcpo
Fermanente, politicas y programas para el sector agropecuario, San Jose, Ccsta
Rica, 1986.

Honduras/Ministry of Naturel Rescurces, Proyectc Analisis y Ejecucicn de
Pocliticas para la Reactivacion de la Agricultura Hondurena, Tegucigalpa,
Honduras, Cctcber 1987,

Inter—-American Conference of Ministers of Agriculture, Item I: Recent Trends,
Cutlock and Pctential for Agriculture in the Americas in the Internatiocnal
Economic Context, IICA/Doc.4/87, April 1987,

IICA, IICA, June 1987,

IICA, Fl Sector Agropecuaric y el Mercado Comun Centroamericano: Algunos
Ternas para lg Reflexicn, Helio Fallas, San Jcse, Costa Rica, June 1987.

IICA, Informe Provisicnal Cuarta Reunion Ordinaria Junto Interamericana de
Agricultura, San Jcse, Costa Rica, August 30 - September 4, 1987,

IICA, La Politica Agricola en la Crisis de Centroamerica, Helic Fallas
Venegas, San Jcse, Costa Rica, December 1986.

TICA, Medium Term Plan, 1987-1691, Official Documents Series No. 25, San Jose,
Costa Rica, 1986,

I1ICA, Proposed Program Budget 1988-1989, IICA/JIA/Doc.136(87), June 25, 1987.

IiCA, Program 1I, Technology Generation and Transfer: Guidelines for
Cooperation, Official Document Series 37, San Jose, Costa Rica, 1986.
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IICA, Program I, Agricultural Pclicy Analysis and Planning: Guidelines for
Cooperation, Official Document Series 38, San Jose, Costa Rica, 1986,

IICA, Programa III, Organizacicn y Administracion para el Desarrcllo Rural:
Lineamientos para la Cooperacicn, Serie Documentos Oficizles No. 29, San Jcse,
Costa kica, 1986.

TICA, Programa V, Salud Animal y Sanidad Vegetal: Lineamientos para le
Cooperacicn, Serie Documentos Oficiales No. 41, San Jose, Costa Rica, 1986.

TICA, T.os Proeramas de Ajuste Estructural y Sectorial: Alances para la
Reactivacicn y Desarrcllo de la Agricultura, Seri« Documentos de Prcgramas,
San Jose, Costa Rica, August 1¢87.

IICA., CORECA, Fstudic Glocbal de Pcliticas Agricolas. Diagnostico, El Salvauor,
DOC. CORECA 13-VI-86, Panama City, Panama, April 1986.

IICA, CORECA, Framewcrk fcr CORECA Action, San Jcse, Costs Rica, Ncvember
1986.

11CA, CORECA, Infcrme cde le II Reunicp Extraordinaria Del Consejc De Ministros
de Agricultura (Acuerdo de Cocoperacicn Tecnica), Mexico, Panama y Fepublica
Dominicana, October 1986.

INCAE, Expansicn y Diversificacicn: Estratepia Tripartita, 1987-1990C.

INCAE, Semirar on Fcod and Agriculturzl Policy, San Jcse, Costa Rica, November
1985,

Leonard, H. Jeffrey, Natursl Pesources and Econcnic Develcpment in Central
America, International Institute for Envircnment and Develcpment, Washington,
D.C., 1987,

SIECA, Qrganizacion y Funcicnes, Revised, March 1987,

U.S. Department c¢f Agriculture, FAS Attache Report, Costa Rica: Ceneral
Agricultural Situation, Washington, D.C., March 1987.

U.S. Department of Agriculture, FAS Attache Report, El Salvadcr, Washington,
D.C., April 1987.

USAID/Guatemala FY 1987, Prcgram Assistance Approval Document (PAAD), February
1987.

USAID, Congressicnal Presentaticn, Fiscal Year 1988, Annex IIJ: Latin America
and the Caribbean.

USAID, Prcject Implementation Order/Technical Services, Prcject: Studies on
Agricultural Issues for the Central American and Panama Region 569-0000.3,
ROCAP, Guatemale, August 1987.



USAID/ROCAP, Project Paper, Agricultural Secretariat, Prcject No. 596-0094,
Washington, D.C., 1981.

Wise, Dr. Michael L., Agrarian Reform in El Salvador: Process and Progress,
USAID/El Salavadcr, RDO, September 1986.
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APPENDIX C. CENTRAL AMERTCAN REGIONAL ORGANIZATIONS

GUATEMALA

The Central American Research Institute for Industry (ICAITI):
speclalizes in industrial development, applied technology and energy
problems. :

The Nutrition Institute for Central America and Panama (INCAP):
supports regional activities in the fields of nutrition, food production
and processing, and nutrition education and planning.

The Latin American Agribusiness Development Corporation (LAAD) :
finances non-traditional agribusiness development with emphasis on

exports.

The Secretariat for Central American Integration (SIECA): is
responsible for umplementing the treatles ot the Central American Common
Market and proviae staff work to develop regional policies on such
matters as tariffs and trade, inaustrial incentives, uniform
agricultural prices, and harmonization of country fiscal policies.

EL SALVADOR

The Organization of Cent:ral American States (ODECA): is the political
counterpart of the Central American Common Market.

HONDURAS

The Central American Bank for Economic Integration (CABEI): engaged in
long-term lending, 1in the past mainly for social and productive
infrastructure, but increasingly focused on private sector activities.

The Panamerican Agricultural School (Zamorano): provides "hands on"
undergraduate training wnich affords students combined

practical, theoretic experience in agriculture, animal science, and
fisheries.
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QOSTA RICA

The Tropical Agricultural Research and Training Center (CATIE): plays
an active role 1n tne promotion of appllied research and technology

advancement in animal, crop and forestry production and watershed
management in Central America.

The Central American Business Administration Institute (INCIE):
provides graduate training as well as speclalized professional level

training in business administration and export management.

Tne Interamerican Institute for Agricultural Cooperation (IICA):
provides tecnnical assistance in agriculture throughout Latin America
and tne Caribbean as an affiliated orgarization of the Organization of
Amer ican States.

The Central American Institute of Public Administration (ICAP):
provides training and technical assistance in puplic sector management
systems ana tecnniques.

Private Enterprise Federation of Central America and Panama (FEDEPRICAP) :
a recently revitalized umbrella pusiness organization which focuses on

trade and investment policy development, export and investment promotion -
and other issues of common interest to the region's private sector.

PANAMA

The Latin American Export Bank (BLADEX): finances short-term pre-export
and export credit requlrements for non-traditional Latin American

exports.
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APPENDIX D, LIST OF PEOPLE INTERVIEWED

Armandc Reyes Pachelo
IICA Country Representative, Guatemala
Guatemala City

Robert Cater
Advisor to Minister of Agriculture
Guatemala

Zi. Juan Antonic Aguirre
IICA Country Representative, Honduras

J. Mario Ponce C.

Executive Director

El Ateneo del Agrc-Industria (ADAI)
Tegucigalpa, Honduras

Gilberto Goldstein
Tegucigalpa, Honduras

Robert Villeda Toledo
Advisor to the Minister of Agriculture
Honduras

Edgar flvaradoc

Executive Director

UNAGRO

Guatemala City, Guatemalsa

Governcent of Costa Rica

Csvaldo Pandolfoc Rimolo
Vice Ministeric, Agricultura y Ganaderia

USAID/Guatemela

Harry Wing
Agricultural Develcpment Officer

Brian D. Rudert
Deputy Agricultural Development Officer

USAID/Honduras

David Flood
Deputy Agricultural Development Officer

Richard Peters
Agricultural Development Officer
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USAID/Custa Rica

Kevin Kelly
Program Develcpment Officer

Ross Wherry
Acting Rural Develorment Officer

USAID/El1 Salvador

Ken Ellis
Rural Development Ufficer

Mike Wise
Assistant Rural Develcpment Officer

SIECA

Lic. Raul Fierra Franco
Secretaric Generel

ianuel Martinez y Martinez
Cirector, Departmento Agriccla

IICA, Costa Kica

Rodclfo Martinez Ferrate
Directcr, Operacicnes del Area Central

Carlcs Pcmareda
Director, Policy Analysis Frogram (Prcgram I)

Roger Guillen Bustos
Especialista en Planificcicn del CORECA

Helio Fallas
Especialista en Analisis de Pcliticas Agricolas

Jose Antonio Holguin
Coordinader del Plan de Accicn en Costa Rica

F. Ricardo Caceres
Especialista en Administracicn para el Desarrollo

INCAE

John C. Ickis
Director, Acadericio

Geronimo M. Collado
Professor and Agribusiness Program Director



