
AGR ICULTURAL POL ICY
 
IN THE
 

CENTRAL AMERICAN/PANIAMA REGION
 

PREPARED FOR
 

AGRICULTURAL AND RURAL DEVELOPMENT OFFICE
 

U.S. AID/REGIONAL OFFICE FOR CENTRAL AMERICA AND PANAMA
 
GUATEMALA CITY, GUATEMALA C.A.
 

(PURCHASE ORDER No. 596-0000-0-00-8025-00)
 

BY
 
ECONOMIC PERSPECTIVES, INC.
 

6708 WHITTIER AVENUE
 

MCLEAN, VA 22101
 

DECEMBER 1987
 



AGRICULTURPI. PCLICY IN THE CENTRAL AMERICAN/PANAMA RBGION
 

Contents
 
Pae
 

SUMMARY . . . . . . . . . . . . . . . . . . . .i 

I. INTRODUCTION . . . . . . . . . . . . . . . . . . . .. . . 

CORECA 

The 1981 ROCAP Project 
CORECA Since 1985 

II. THE ECONOMIC CONTEXT IN CENTRAL AMERICA. . . . . . . . . . . . . . 9 

USAID's Strategy and Goals 
Role of Agricultural Policy 

III. POLICY PROBLEMS/CONSTRAINTS . . . . . . . . . . . . . . . . . . . 15 

IV. ACTIONS BEING TAKEN TO ADDRESS POLICY CONSTRAINTS. . . . . . . . . 20 

USAID/Honduras 
USAID/Guatemala 
USAID/Costa Rica 
USAID/El Salvador 
USAID/ROCAP 
CORECA 

V. ACTIONS NEEDED: 1989-92 o . . . . . . . . . . . . . 31 

A Potential Regional Policy Focus 
Importance of Macroeconomic Policies 
ROCAP-Bilateral Mission Approaches to Policy Constraints 
Future ROCAP Support of the Policy Dialogue 

VI. SUMMARY CONCLUSIONS AND RECOMMENDATIONS. . . . . . . . . . . . . . 42 

VII. APPENfDICES . . . ... . ........ . . . . . . . . . . . . . . . . 47 

A. 9cope of Work 
B. List of Documents Reviewed 
C. Central American Regional Organizations 
D. List of People Interviewed 



AGRICULTURAL POLICY IN THE CENTRAL ANMEICAN/PANAMA RGION 

SUMMARY
 

The nations that comprise the Central American/Panama (CAP) region are
 

very different in resources, economic development, and approach to economic
 

decisionmaking, but they face many of the same problems. Without exception,
 

they depend heavily upon tha agricultural sector and on exports for
 

employment, income, and foreign exchange. In the area of foreign trade, each
 

faces problems of finding and developing export markets.
 

To facilitate the identification and analysis of regional agricultural
 

policy constraints, the Regional Office for Central American Programs (ROCAP)
 

developed a project with the Interamerican Institute for Agriculture
 

Cooperation (IICA) in 1981 to provide support for the Regional Council of
 

Ministers of Agriculture (CORECA). The purpose of this study is to review tha
 

major current and future policy constraints facing the region anO examine the
 

potential roles of ROCAP and CORECA in addressi ng impcrtant policy issues.
 

A New Opportunity to Address Regional Policy Constraints
 

The study concludes that in spite of serious economic and social
 

problems, a new regional spirit of optimism and cooperation isz emerging based
 

on the expectation of ragionwide plans to end hostilities. The resumption of
 

an effective Central American Common Market continues to be a high priority
 

throughour 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 Farliament now has been signed by all
 

parties. Formerly, intergovernmental coordination was carried out by'
 



ministries in only a few sections, but since the meeting of the five Central
 

American Presidents in Esquipulas, Guatemala in May 1986, coordination 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.
 

o 	Agricultural policy constraints are also very important to the
 

national mac,oeconomic concerns of each country, which in turn are
 

critically important to agricultural and rural growth. However, these
 

relationships are very poorly understood by both agricultural
 

officials and those in other Ministries throughout the region.
 

o 	Agricultural policy constraints a.:e the focus of much of the policy
 

dialogue, but therc is very little capacity in the Ministries of 

Agriculture of the region to defiae systematically or analyze policy 

issues zr options. In addition, efforts to strengthen the Ministries' 

capacity to conduct policy analysis have been limited. 

o 	Because the policy dialogue is critically important to the region, 

there is wide support for economic policy efforts. There is very 

little zuch work now, in spite of the importance of reducing policy 

constraitIs. 

While there is concern in some quarters that the definition and
 

analysis of policy constraints will dilute efforts on specific,
 

practical projects to expand markets and improve production efficiency
 

and productivity, there is general recognition of the importance of
 

economic constraints such as export taxes and inappropriate commodity
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pricing policies, the necessity to negotiate changes in thase
 

policies, and the potential benefit of practical, well-designed policy
 

analyses.
 

In addition, there is general agreement 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
 

Itinisters of Agriculture to discuss common problems. In 1985, ROCAP ceased
 

its support of CORECA, primarily because it appeared to be having little
 

impact on policy decisions. However, in latc 1986 new agreements between IICA
 

and CORECA appear to reflect broad regional support for CORECA and to have
 

strengthened its capacity to identify and focus on crucial regional problems.
 

Actions Needed, 1989-92
 

The study examined USAID policies and efforts underway throughout the
 

region to modify policy constraints. It concluded that over the coming 5
 

years, increased efforts to define, evaluate, and reduce agricultural policy
 

constraints will be crucial to regional economic growth and development. It
 

observed the importance of the policy dialogue undertaken by the bilateral
 

missions to negotiate reductions in economic policy constraints and concluded
 

that progress in these negotiat-ions would be supported by several factors:
 

o 	 Greater capacity of host governments to defi:c and analyze policy 

constraints, alternatives, and options in order to facilitate 

agreement on steps that should be taken to reduce policy constraints. 

o 	A better developed regional perspective that supports definition and
 

analysis of both national investment priorities and alternative
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production and consumption incentive policies over the intermediate
 

and longer term.
 

o 	More specific data and information about the national economic
 

sectors, about relevant policy constraints, and about existing and
 

poterntial 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 to 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 dialogue more productive. Since ROCAP's
 

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

of interest, ROCAP is iii position to take advantage of its leverage to
 

generate information and analysis to strengthen the policy dialogue throughout
 

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

policy constraints through CORECA.
 

o 	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 regional 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
 



v 

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 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 not being fully
 

addressed because there is so little capacity to define or analyze
 

these important issues.
 

--There appears to be support for CORECA as an institution to help
 

define, focus, and coordinate 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 almost certainly would be
 

interested in actively cooperating in a future agricultural policy
 

project. 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 macroeconomic policy and agricultural investment and
 

production.
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o 	Importance of agricultural development to national economic
 

development and growth.
 

o 	Common agricultural economic policy problems in the Central American
 

region, e.g., basic grains policies, credit policies; self-sufficiency
 

and export promotion policies, among others.
 

o 	Regional economic problems, including impacts of production,
 

lalketiIug, transportation, or other subsidies, market information,
 

production outlook and planning, or other, or regional external
 

problems such as U.S. or EEC import policies, or others.
 

o 	Alternatives to pernit development of regional marketing
 

infrastructures, such as markets, market information, grading,
 

storage, warehouse facilities, or others, including monitoring of
 

production, marketing, and policy decisions.
 

To facilitate this work, CORECA could assume several very important roles
 

during the coming 5 years:
 

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

others for definition and evaluation.
 

o 	Select among potential policy issues those of highest priority for
 

definition and evaluation. In particular, decide among "regional"
 

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
 

Mdinisters of Agriculture conduct policy analysis necessary to permit
 

them actives roles in domestic debates on macroeconomic 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 constraints.
 

o 	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 to look very carefully at the distinction between
 

policy analyses, which are focused on decisions that must be made in the
 

immediate future and which require as much economic information on the issue
 

as can be developed in the time available, and policy research which focuses
 

on economic 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 ignore the analysis required to support the negotiation
 

for conditionality actually underway in the policy dialogue. It would be
 

important 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 avoid the management and
 

organizational problems of the past and insure an organization that is not
 

only competent and smoothly managed, but accessible to agricultural
 

policymakers who need help, and flexible enough to deal with current and
 

emerging problems.
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AGRICULTURAL POLICY IN THE CENTRAL A4ERICAN/PANAA, REGION 

I. INTRODUCTION
 

The nations that comprise the Central American region are very different
 

in resources, economic development, and approach to economic decisionmaking,
 

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 developing export markets that are similar in their nature and in
 

their intensity.
 

The Regional Office for Central American Programs (ROCAP) is concerned
 

with development issues that 2xtend across the entire region. ROCAP's central
 

purpose is to support of the efforts of the several bilateral missions and to
 

identify for special attention problems that affect several nations and which
 

can be most efficiently and effectively dealt with on a regional basis.
 

To facilitate the identification and analysis of regional agricultural
 

policy constraints, ROCAP developed a cooperative project with the
 

Interamerican Institute for Agricultural Cooperation (IICA) in September 1981
 

to provide for a secretariat to support the Regional Council of Ministers of
 

Agriculture (Consejo Regional Cooperacion Agricola--CORECA) from Central
 

America and Panama (Ministers from the Dominican Republic and Mexico also
 

participate). The project initially was to operate from September 30, 1981 to
 

March 31, 1985, but was extended to December 31, 1985. It was the subject of
 

several evaluations, including a study made during the final months of
 

operation in 1985. While ROCAP participation in the project ended at that
 

time, CORECA continues to operate.
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Several factors have emerged over the past 2 years to suggest that ROCAP
 

might again consider supporting CORECA in its present or a 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 scope 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 institutions as Appendix C, and a list of persons interviewed
 

as Appendix D. The study was conducted in October and November 1987.
 

While the economic and security tensions of recent years have greatly
 

increased the difficulties of international cooperation throughout the region,
 

its need is stronger than ever and the potential benefits even more
 

attractive. The success of a Central American peace plan would provide strong
 

impetus for greatly expanded cooperation. The resumption 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 regularly in planning, tourism, and other
 

fields.
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Overall, it appears that a new regional spirit of optimism and
 

cooperation is emerging based on the expectation of regionwide plans to end
 

hostilities. To an important degree, cooperation on this most essential issue
 

is necessary to support significant expansion of other cooperative efforts.
 

The strong possibility of imminent success in this area suggests the need to
 

explore numerous concepts for regional approaches to greater economic
 

integration and more rapid overall development. This then raises the question
 

of whether ROCAP should once again support regionwide efforts to facilitate
 

agricultural policy, and if so, whether it should again support CORECA. Since
 

ROCAP is preparing a Regional Development Strategy Statement late in 1987 to
 

help gaide its activities over the next several years, this appears an
 

opportune time to examine ROCAP's role in regional agricultural policy.
 

CORECA
 

The Ministers of Agriculture of the region 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
 

response to that perception, CORECA was organized to help Ministers of
 

Agriculture from Central America and Panama promote increased production and
 

inter-regional trade, and to stimulate agricultural development. The unit has
 

three main functions:
 

o 	to foster cooperation and coordination among the Ministers of
 

Agriculture representing the Central American countries, Panama, and
 

the Dominican Republic. As a permanent regional organization, it
 

facilitates discussion, policy review, and decisionmaking by the
 

Ministers with respect to policies, plans, and programs which
 



4
 

influence the growth and progress of regional agricultural production,
 

trade and exports, and rural emplcyment;
 

o 	to initiate and coordinate regionwide research and analysis necessary
 

to develop policy options and recommendations on matters considered
 

important to increased production, 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
 

information and data, experts, and technical assistance among
 

participating countries.
 

CORECA now has three main parts and a permanent secretariat:
 

o 	the Ministerial Board (Regional Council for Agricultural Cooperation,
 

RCAC) consisting of the Ministers of Agriculture from each country;
 

o 	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 Directors of the National Agricultural Planning
 

Units (NAPUs) of each country.
 

In addition, CORECA is supported by a technical staff, the Technical
 

Secretariat (TS). IICA 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, coordinator of technical programs, an(; 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
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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 recommendations to the RCAC, and the Regional 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 supported by a special fund of $350,000 plus $150,000 for
 

data and data management.1 The RTCU was supported by $150,000 for travel and
 

per 	diem for experts and $70,000 for contracting expertise not available from 

regional 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 offices and technical assistance for CORECA projects.
 

The 1981 ROCAP Project
 

In its initial organization, 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 over the next 5-20 years;
 

1Checchi and Company, Evaluation of the Agricultural Secretariat,
 

Project No. 596-0094, Draft--Subject to Revision, prepared for ROCAP, USAID,
 
Guatemala City, Guatemala, November 1985.
 

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

investment options;
 

o 	address intra-regional trade-related issues (tariffs, import/export
 

restrictions, pricing and interest rate policies, and national self­

sufficiency policies within the region) and recommend practical,
 

politically acceptable mechanisms for promoting increased agricultural
 

trade;
 

o 	establish a mechanism for facilitating exchange of technical expertise
 

and information within a regionally coordinated framework; and
 

o 	stimulate rural employwent and increased small farmer income through
 

the coordination of efforts of national and regional institutions.
 

The final (1985) ROCAP evaluation reported that the several units that
 

were to constitute CORECA had been established and staffed and their governing
 

regulations approved 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 technical assistance to public agencies, initially projected to
 

average 20 annually, was 11 in 1983, 18 in 1984, and 50 in 1985. In 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.
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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 problems and most
 

ministers had not made the token payments required by the project agreement,
 

the project's levels of accomplishment we.e either satisfactory or partially
 

fulfilled in each of the eight areas evaluated.
 

CORECA Since 1985
 

Since 1985, CORECA has operated without direct ROCAP support, relying
 

primarily on assistance from IICA. In October 1986, an agreement between the
 

Ministers of Agriculture of Costa Rica, El Salvador, Guatemala, Honduras,
 

Nicaragua, and 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 professional staff to function as a
 

Secretary of Coordination 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 az 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 equivalent of 12 person-months of
 

4 IICA, Consejo Regional de Cooperacion Agricola de Centroamerica,
 
Informe de la II Reunion Extraordinaria Del Ccrsejo De Kinistros de
 
Agricultura (Acuerdo de Cooperacion Tecnica), Mexico, Panama y Republica
 
Dominicana, October 1986.
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support from its policy analysis program in suppoit of CORECA projects to:
 

analyze and evaluate models and alternative strategies of agricultural
 

development; develop analytic capacity to define and develop adequate
 

agricultural policies; and strengthen and implement institutional systems of
 

planning and agricultural policy.
 

In addition 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 development. Also, El Servicio Informatica agrees to support
 

CORECA with the equivalent 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 Director of Operations for the Central Area of IICA and
 

to prepare minutes of these meetings which will be available to the President of
 

CORECA and the Director General of ICA. The Executive Committee of CORECA will
 

be informed of the results of the meetings.
 

CORECA now plans to submit annual budgets by December 31 of each for
 

consideration and approval by the Council of Ministers. The signatory countries
 

agree to 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 examining what might be its most appropriate role in regional policy
 

development. This includes examining the question of whether ROCAP should
 

once again consider supporting CORECA. To support the examination of both
 

questions, the following sections treat the economic context in Central
 

America including the region's primary problems and constraints to
 

development, followed by a brief discussion of USAID and ROCAP policy analysis
 

project efforts and recommendations concerning future efforts in support of
 

CORECA's regional policy activities.
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II. THE ECONOMIC CONTEXT IN CENTRAL AMERICA
 

Economic policy constraints, including agricultural economic policies,
 

are severely limiting economic growth and development in Central America and
 

are central to much of the policy dialogue. As the economic pressures on the
 

region have grown, and efforts to base development on private sectoi
 

investment have become more important, economic policy constraints have become
 

both more important and more difficult to deal with.
 

The economies of the Central American region have been under severe
 

pressures since tl.e early 1980s. Each nation faces a rapidly growing
 

population, relatively low labor productivity with high concentrations in the
 

agricultural sector, stagnant markets for traditional export crops, and low
 

and declining food production and income per person.
 

Throughout the region, two major constraints preclude more rapid economic
 

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
 

domestic problems inherent to these economies brought about a serious
 

deterioration of economic and social conditions in the region during 1982-86,
 

a situation that has persisted into 1987.
 

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

period show that the situation worsened during the period.
 



10
 

o 	Gross domestic product (GDP) growth fell from 5 percent per year to zero
 

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 &nnually over the 2 preceding 

decades.
 

o 	 During the last 5 years, inves-ment levels relative to GDP hav2 

dropped below thoLe of the 1950s, thus jeopardizing future growth 

potential.
 

o Average inflation over the 5 years has been 3 to 7 times greater than 

in 	the 1960s and 1970s.
 

o Recession and inflation have reduced both employment and real wages, 

and increased the number of people below the poverty line.
 

o 	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
 

Population Rate 	 Export Trade GDP Per Capita
 

Country 1980 1986 Annual 1980 : 1986 Annual 1980 1986 : Annual 
Change : Change Change 

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

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 l/ -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 l/ 4.08
 

1/ 	1985.
 

Source: World Bank.
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The region's preeminent problem continues to be the lack of stability,
 

and efforts to 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 interest of the United States to support development in the region,
 

and the design and development of policy initiatives to facilitate that
 

developmen.,
 

Because the agricultural sector is vital to each of the region's
 

countries, agricultural policy constraints are increasingly important to
 

recovery and growth. In this context, USAID is attempting to focus its
 

strategy especially on those critical economic areas that can significantly
 

enhance the policy dialogue throughout the region.
 

USAID's Strategy and Goals
 

USAID's strategy foi addressing the Central American region's development 

constraints is based on the Central American Initiative and focuses on 

achievement of four broad goals: (1) short-term economic 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 for human rights. The strategy is heavily 

targeted toward needs of lower income groups and emphasizes productive 

employment opportunities as well as greater access to health care, education. 

and social services and depends on the private sector as the main engine of 

development. It also seeks, through policy dialogue, to improve the role 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. USAID stresses the importance of institution building and training
 

in the development process, and strives to apply advances in science and
 

technology to all its programs.
 

Stabilization. Economic stabilization, primarily reducing fiscal and
 

balance-of-payments deficits and bringing inflationary pressures under
 

control, is an essential requirement for private-investment-led growth. USAID
 

encourages and underwrites stabilization efforts through programs supported by
 

Economic Support Fund (ESF) resources, both to cushion temporary 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 able to manage their external sectors on a current basis.
 

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

sustained economic growth. This strategy depends largely on reorienting
 

development strategies away from import substitution and toward exports to
 

non-regional markets. This reorientation is designed to result not only in
 

faster economic growth over tie long run, but also in job creation and a more
 

equitable pattern of growth by encouraging labor-intensive patterns of
 

development.
 

Spreading the Benefits of Growth. Export-oriented growth strategies
 

promote more equitable development through job creation, encouragement of
 

small businesses, and the generation of revenues needed to extend the coverage
 

of health, education, 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. Economic growth most benefits
 

the citizens of the region and supports U.S. interests there if it occurs in
 

an environment in which governments permit their people to participate freely
 

in local and national political processes; to form labor unions, cooperatives,
 

and other voluntary 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 agricultural policy is
 

fundamental to such growth and development, but agricultural policy
 

constraints have received little attention in the past.
 

Rcle of Agricultural Policy
 

Agricultural policies define the efforts governments make to stabilize
 

and enhance agricultural investment, productivity, production, and income. In
 

general, agricultural economic policies fall into one of two types: market
 

interventions to increase investment and production incentives and stabilize
 

prices and incomes; or, the allocation of direct investments by the
 

government. Thus, market intervention policies such as basic grain pricing
 

policies or taxation policies diractly affect basic grain prices, production,
 

and consumption (among other things). Government decisions to invest directly
 

in irrigation projects, for example, rather than in research in genetics or
 

improved management techniques affect production costs and, over 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 economic 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, national 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
 

policy dialogue, its importance has grown very significantly with the region's
 

increased reliance on private investment-led development. Private investors,
 

by their nature, are extremely sensitive to the outlook for prices and costs
 

and coherent agricultural economic policies are critical to both. Thus, the
 

growing importance of private investment has brought a new and growing
 

appreciation throughout the region of the basic importance of economic policy
 

to agriculture.
 

The following section examines the major constraints to increasing
 

agricultural production in four major countries of the region: Guatemala,
 

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

Despite the importance of agriculture as the primnry economic base across
 

most of the region, its performance has been keenly disappointirg, especially
 

relative to its potential.. Considerable efforts have been made to identify
 

the constraints to more rapid growth and a greater contribution by the sector
 

to overall economic progress. The results of these efforts are reported in
 

various 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
 

order by importance. They commonly conclude that policy constraints are among
 

the most limiting. A recent report prepared for ROCAP examined the entire
 

region and grouped constraints into three broad categories: structure,
 

policy, and operational. 5 It defined policy 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 frequently identified policy constraints are:
 

o Agricultural Pricing Policies
 

Pricing policies in Central America have developed to stabilize
 

supply and prices, and to curb practices of intermediaries. They
 

frequently have unanticipated impacts because they distort incentives.
 

For example, subsidies designed to substitute domestic production for
 

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

5 Coopers & Lybrand, An Agricultural Strategy for the Regional 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 control basic grain
 

prices and reduce producer prices, may constrain supplies. Marketing
 

boards can incur large losses if they attempt to maintain producer
 

prices in the face of consimer 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 agricultural products and
 

inputs. In most Central American countries, government agencies buy
 

farm products, sell inputs, and operate retail food outlets in order
 

to enforce price controls. The objective is to correct a perceived
 

deftct in the market mechanism. However, the prices used often do
 

not reflect real supply and demand conditions. They cause
 

rigidities and distortions in the market, as well as public sector
 

deficits.
 

o 	Macroeconomic Policies
 

--Exchange Rates
 

Most Central American economies depend on imports for nearly all
 

technical inputs. Overvalued currencies or prices regulated to hold
 

down production costs promote contraband trade while unified
 

exchange rates can raise production costs and result in growth in
 

export crop production.
 

In many cases, pcice and exchange regulations stimulate
 

production of basic crops while unified exchange rates stimulate
 

production of export crops. Such conflicts are difficult if not
 

impossible to resolve 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 often succeed in increasing production, the producer
 

subsidies and high consumer prices may more than offset the savings
 

in foreign exchange.
 

Import limits and export promotion are not necessarily
 

inconsistent, but must be applied rationally. Crops which are
 

logically promoted for export need different kinds of land and are
 

produced by different farmers. However, import substitution can
 

severely distort investment choices and be ineffective and costly.
 

--Promotion of T'on-Traditional Versus Traditional Exports
 

USAID encourages governments to concentrate on the production for
 

export of non-traditional crops. The emphasis is justified by the
 

need to increase export earnings, the projected poor glcbal demand
 

for traditional export crops, and the high potential income and
 

employment from tropical and seasonal exports of fruits, vegetables,
 

and ornamentals.
 

The benefits of export diversification are clear. However, these
 

markets are highly competitive and the products perishable.
 

Emphasis on non-traditional export crops may ignore the potential
 

for increased productivity and greater production of traditional
 

export crops. Better use of known technology could significantly
 

improve the national competitive edge, despite expected continued
 

low prices.
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o Constraints From Allocation Policies
 

--overemphasis 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 resources and production technology.
 

Education in rural areas is inadequate. The problem extends to
 

professional and sub-professional manpower training as well as basic
 

education. As a result, primary education, especially in rural
 

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 technology is extremely difficult. Despite several
 

successful programs, the constraint continues to be fundamentally
 

important.
 

o Aricultural Taxation
 

Land and income taxes, considered to be the most equitable forms of
 

taxation, have never been widely used in Latin America because they
 

are difficult to collect. Instead, exporters of traditional
 

commodities bear disproportionate tax burdens, which in some cases are
 

restraining productivity and leading to decapi alization.
 

A particularly ot.2rous 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.
 

o Agricultural Credit
 

Agricultural credit availability and credit policies vary
 

considerably among countries and among commodities and classes of
 

borrowers. Small farmers who produce basic food crops frequently are
 

not considered creditworthy by the commercial banking system. As a
 

result, they pay high rates 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 of avAilable credit. Nevertheless. the requirements
 

of the lucrative (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.
 

o Trade Documentation Policies and Procedures
 

Import and export permits and associated procedures are a deterrent
 

to export expansion throughout the region, especially for highly
 

perishable non-traditional products. in some cases, import permits
 

used to force import substitution have prevented 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 involves the policy dialogue; the
 

definition of "conditions" associated with loan and grant activities supported
 

by the U.S. Mission and host government officgals and private groups.
 

A second level involves formal projects that identify and define
 

particular policy constraints and efforts to modify them. Important as the
 

formal projects are, the imnediate considerations of short-term problems play
 

extremely critical roles in shaping the dialogue and defining and negotiating
 

program conditionality.
 

USAID provided lcan and grant assistance for the Central American region
 

of $998 million in 1987, with more than $615 million in economic support
 

funds; $97 million for agriculture, rural development, and nutrition; $51
 

million for education and human resource development; and $234 million fo.:
 

other development activities and programs. In connection with the transfer of
 

these funds and the development of the projects, a broad range of highly
 

specific concerns was identified. In policy dialogues between U.S. and host
 

government representatives, very specific recommendations were made for
 

modifying policy constraints, together with the priority of these
 

recommendations.
 

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 USAID strategy and the Mission's
 

understanding of current effective development constraints and alternatives.
 

In most cases, there is considerable information available about country and
 

regional macrosocial and macroeconomic trends but only very sketchy
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information about the fundamental economic relationships that are essential to
 

guide efforts to change specific policy constraints, especially those
 

concerning agriculture.
 

The discussions with USAID and other 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 information. While
 

most of the policy constraints mentioned above are well known to policy
 

officials, they are not adequately measured. Production or consumption
 

responses to price and income changes are frequently not known, for example.
 

Nevertheless, officials must negotiate important grant and loan 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 policy constraints when immediate concerns such as economic
 

and political instability and violence may be much better defined and thereby
 

dominate discussions. The third is the difficulty of dealing with the
 

persistent urban bias that pervades many of the regions' policymakers, and their
 

lack of appreciation of the importance of agricultural and food policies in
 

economic development. Fourth is the risk and difficulty of dealing separately
 

on a national basis with regionwide constraints. And, fifth is the limitation
 

imposed by the lack of national 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/Washington
 

is increasingly conscious 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
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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 regional 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
 

proposes to spend about 16 percent of its quota funds on policy analysis in
 

1988, 9 percent o± total funds available (Table 2).
 

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

Program 	 : 1988 : 1989
 

($) M 	 (%)(%) ($) 

I 	 Agricultural Policy Analysis 1,938.8 8.7 1,774.1 9.0
 

and Planring
 

II 	 Technology Generation and 9,358.3 41.8 9,015.0 45.6
 
Transfer
 

III 	 Organization and Management : 7,432.4 33.2 5,420.2 27.4
 
for Rural Development
 

IV 	 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.L, 10.0
 
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 projects in several broad areas,
 

including evaluations of policies governments in the region use to allocate
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investment funds and policies used to provide incentives for production,
 

consumption, investment, and growth. TICA faces the general problem that
 

there is more interest among its cooperators in allocation policies than in
 

incentive policies, in spite of the enormous importance incentive policies
 

have ijistimulating and guiding private sector based economic 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 economic policy issues and the design and development of
 

improved economic policies. uther regional institutions such as FAO 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 Missions
 

in the management of development projects. The USAID Missions tend to focus
 

most directly on the organization and direction of development projects, but
 

they indirectly address policy constraints in two ways. The first is through
 

projects 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 identification of real and immediate impacts of policy constraints.
 

Followin3 are very brief summaries of 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 economic 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 (MN4R) to conduct policy analysis. Through
 

annual grants, about seven analysts are added to the staff of the MR for
 

policy analysis purposes.
 

USAID/H is now implementing a new policy project which has a small
 

agricultural policy component. The project would be implemented by the
 

Ministries of Finance and Hacienda. However, it would permit an expansion of
 

support for MNR policy analysis, and is expected to lead to development of a
 

future project on agricultural policies and their impact.
 

USAID/Guatemala
 

In FY 1986, 80 percent of the $60 million USAID program was accounted for
 

by ESF funds, with nearly one-half of the remainder devoted to agriculture.
 

USAID/G has ongoing efforts to increase and strengthen the policy
 

dialogue between the public and private sectors, and it is facilitating a more
 

positive role for the private sector by helping it develop the capacity for
 

the preparation of credible studies and analysis, reports, and proposals.
 

A large agricultural sector program is now under serious consideration in
 

Guatemala in which policy conditionality and the analyses necessary to define
 

and measure both policy goals and progress toward goals would be an important
 

component. This sector program might be designed for early 1989
 

implementation.
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Other policy related activities are planned, such as a review of basic
 

grains pricing and marketing policy as part of an ongoing 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 not exclusively, on investment in non-traditional
 

export areas. The Mission, together with the Costa Rican government, has been
 

working tc identify and modify policy constraints tc investment in the
 

agricultural export sector, and in laying the basis for longer-term economic
 

growth. Constraints that are limiting foreign investment in Costa Rica are of
 

particular interest, but the Mission also has been working closely with the
 

domestic financial sector to help it organize to provide financial support for
 

new and exparded project activities.
 

In Costa Rica, the potential for broad-scale increases in agriculture is
 

thought to be especially strong. The industry is attempting to develop
 

markets, reduce costs, and increase productivity. Thus, the Mission is
 

concentrating on identifying and removing constraints to investment and growth
 

throughout the industry, and on helping the government design new economic and
 

financial policies to support investment and market expansion. Because of the
 

project commitment to export expansion, efforts to remove agricultural policy
 

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

The USAID program expenditures in El Salvador are the largest in the
 

region and accounted for more than 40 percent of the effort in the five
 

countries described in Table 3. Again, the bulk of the effort was in ESF
 

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-: Hon- : Panama: FOCAP : Total 
:Salvador: Rica : mala : duras : 

- - percent - -

Agriculture, Rural 5.3 12.5 8.6 19.5 52.4 11.1 11.8
 
Development, 
& Nutrition 

Population Planning : 0.6 0.6 2.6 2.2 0.3 0 1.1 
Health 4.5 2.2 1.9 6.9 0 4.1 L.0 
Child Survival Fund 0 0 0 0 0 0 0 
Education & Human : 0.9 0.7 2.9 7.2 2.8 2.6 2.5 

Resources 
Selected Development 4.5 5.7 4.0 1.5 12.0 6.3 4.5 
Activities 

Economic Support Fund: 84.2 78.3 80.0 62.6 32.6 75.9 76.1 

Total 	 100.0 IO.0 CO.0 100.0 100.0 100.0 100.0
 

Source: 	 USAID, Congressional Presentation, Fiscal Year 1988, Annex III:
 
Latin 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 economy 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 policies. The
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Mission is concentrating on negotiating with the government for the
 

modification 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. 6 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
 

production 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
 

problems current policy constraints hold 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 Regional Office for Central American Programs (ROCAP) was organized
 

in 1962 by agreement between the United States and the Organization of Central
 

American States (ODECA) to finance and promote activities which further
 

regional cooperation and economic integration in Central America. It is
 

accredited by formal agreements to the governments of Guatemala, El Salvador,
 

Honduras, Costa Rica, and Nicaragua.7 It designs and manages USAID projects
 

with expenditures of $43 million in FY 1986, mostly for ESF projects (76
 

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

6 Robert R. Nathan Associates, Inc., An Inventory of Policies Affecting 

Agriculture in El Salvador, prepared for USAID/RDO, El Salvador, August 1984. 

7 USAID/ROCAP, USAID: Baclground, 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 ROCAP 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 	Latin American Agribusiness Development Corporation (LAAD) in
 

Guatemala City;
 

o 	Latin American Export Baik (BLADEX) in Panama City;
 

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

Guatemala City; 

o 	Tropical Agricultural Center for Research and Education (CATIE) in
 

Turrialba, Costa Rica;
 

o 	Inter-American Institute for Agricultur&l Cooperation (IICA) in San
 

Jose, Costa Rica;
 

o 	Central American Institute for Business Administration (INCAE) in San
 

Jose, Costa Rica;
 

o 	Central American Institute for Industrial Research and Technology
 

(ICAITI) in Guatemala City; and
 

o 	Secretariat for Central American Integration (SIECA) in Guatemala
 

City.
 

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

significance throughout the region.
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In addition, ROCAP is cooperating with IICA and INCAE to focus the
 

efforts of these institutions more directly on the identification and
 

modification of regional and national economic policy constraints.
 

CORECA
 

CORECA officials point out that their institution has been in a period of
 

transition and now is in a position to play a more strategic role in
 

identifying and modifying policy constraints throughout the region. At the
 

time of its organization, CORECA was given a visible and central role 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 agricultural
 

Ministers was smaller than anticipated relative to national problems and
 

issues, and the management and organization of CORECA was not always well
 

suited to deal with regional needs.
 

CORECA now has been reorganized and reoriented toward a more strategic
 

and more practical role. It intends to be highly selectivE in itL activicies
 

so that the Council of Ministers can focus on policy issues in more detail.
 

In part, the reorganization 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 broad a context.
 

As a result, policy constraints continue to be of very high priority to
 

CORECA. In particular, IICA studies (Program I) that evaluate the criteria
 

used to develop priorities for national investment throughout the region and
 

which potentially could be used to develop national investment priorities 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.
 



31
 

V. ACTIONS NEEDED: 1989-92
 

A Potential Regional Policy Focus
 

Agricultural performance continues poor throughout the region, with the
 

sector contributing far less than its potential to economic developoent.
 

While there are many constraints to agricultural growth and development,
 

nearly all, observers agree that macroeconomic 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 policies. An evaluation of the policies in place, their
 

impacts, and alternatives for change would seem to be not only feasible but
 

extremely important.
 

At least two important distinctions about policy should be made when
 

viewing it from the perspective of the entire region and especially when
 

considering ROCAP's role. One is the commonality of policy constraints and
 

issues among the countries of the region. For historic, cultural,
 

climatological, and economic reasons, many policies have common roots. Those
 

found in one area frequently are common to most or all countries in the
 

region. The approach to basic grains pricing policy is an example.
 

The other distinction concerns regional policy problems that emanate from
 

outside, An example would be a trad= barrier, say the U.S. sugar policy or a
 

restriction on the market for a particular non-traditional export that is
 

produced by all the countries.
 

These distinctions become important when considering what might be the
 

most effective ways to address policy constraints. Common action, perhaps
 

through CORECA or a similar organization, could be more appropriate to address
 

trade problems than duplicate efforts by each country or only partial efforts.
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Likewise., with stronger analytical information, inisters' efforts to change
 

policies likely would be more effective through a unified front than by
 

individual actions. 

Several of the region's major policy constraints are in this category-­

trade barriers (both among the countries of the region and to extra-regional
 

markets), access to markets, transportation, and market development are but a
 

few. There are others. For this type of problem, a very strong case can be
 

made for a regionwide approach, and for strong analytical support provided by
 

a technical staff such as from CORECA.
 

The question remains how the "common" policy problems--those that are a
 

constraint in several countries but really require national action--are to be
 

addressed. Should these be left to che bilateral missions to provide
 

assistance; to the national governmnit to address individually; or should a
 

regional approach be developed?
 

Concerns similar to these led to the organization of CORECA in 1981, and
 

have maintained the ixiterest of the Ministers of Agriculture in the
 

institution. Expertise could be developed in CORECA to support individual
 

national governments in such cases, and wl ch could be transferred from
 

country to country wit'& CORECA playing a coordinating role. CORECA might also
 

coordinate the identification and provision of such assistance from outside
 

the region.
 

CORECA also could address national policy issues. It could help identify
 

and evaluate 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 development in the basic
 

grains sectors. In addition, there is little official trade in basic grains
 

among countries in the region, also a result of existing policies. While
 

changes in these policies are primarily problems for individual countries,
 

they have regionwide impacts. Ministers of Agriculture throughout the region
 

need informaticn about contemplated changes and assessments of potential
 

impacts. In addition, policies designed with a regional view could be more
 

complementary and actually encourage basic grain trade in the region
 

(especially tco handle the periodic shortfall and surplus situations that
 

occur).
 

In addition to sectoral policies, macroeconomic policies are crucial to
 

the stability of the sector and to the growth and development of agriculture
 

throughout the region.
 

Importance of Macroeconomic Policies
 

In part because of the region's current economic crisis and the shortage
 

of hard currency to pay large external debts, individual governments have
 

become increasingly preoccupied with macroeconomic policies.
 

In this context, there is grouing recognition of the dominant role of
 

macroeconomic policies ii: the performance and development of the agricultural
 

sector. it is becoming clear to both the public and private sectors that
 

monetary, fiscal, trade, exchange rate, and other national economic policies
 

have greater impacts on agriculture than do agricultural sector policies, and
 

that policy decisions 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 of the complexity of the situation and
 

the unfamiliarity of such policies to concernea public and private sector
 

officials alike.
 

In a companion problem, Ministers of economy often have little
 

understanding of agricultural policies, their impacts on the sector, and, in
 

turn, their impacts on national development. Thus, it is essential that
 

Ministers of Agriculture have the capacity to become involved in the design
 

and implementation of macroeconomic policies, and in evaluations of the
 

importance of thcse policies to agricultural production and trade, rural
 

incomes, investment, agricultural infrastructure development, and rural
 

development in general. These developments are leading to two related
 

concerns:
 

o 	There is virtually no public sector capacity in any of the countries
 

in the region to conduct analyses of macroeconomic policy on the
 

agricultural sector. Analysts in the agricultural Ministries
 

typically have little background and/or training in macroeconomics.
 

Analysts in other parts of the public sector, such as the Central Bank
 

or Ministry of Finance or Ministry of Hacienda, may have macroeconomic
 

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 role in economic
 

policymaking for the countries. While Ministers may or may not be
 

members of the Economic 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 capability in their
 

Ministries to help prepare them.
 

Whether Ministers of Agriculture can ever play more prominent roles in
 

macroeconomic policymaking for the entire country is always debatable.
 

However, there is agreement that they should be involved in deliberations that
 

concern the agriculture sector, especially to assess lik:ely impacts of
 

contemplated gene:al 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 thorough assessment of
 

macroeconomic policy impacts on the agriculture sector, information which
 

could be used in national economic policy deliberaticns.
 

The Ministries now lack the capacity to conduct solid economic policy
 

analysis even on the sectoral level, let alone the macroeconomic policy level.
 

It has proved difficult tc institutionalize such capability for various
 

reasons. Policy analyses units frequently change with administrations.
 

Beyond that, public sector compensation levels usually do not attract or hold
 

appropriately trained and qualified analysts. Most Ministries have some kind
 

of planning unit that relates in various ways to the national planning units,
 

but these are variable in quality and performance over time, especially as
 

related to policy. Most planning units, in fact, do little of what is
 

generally regarded as policy analysis.
 

Another reason for the limited analytic capacity for policy analysis is
 

the lack of a generally accepted understanding of what is encompassed in
 

policy research and policy analysis, and in the distinction between the two.
 

Also, there is too little common understanding of how a policy analysis unit
 

can moLt effectively operate in the national 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 organizations.
 

ROCAP-Bilateral Mission Approaches to Policy Constraints
 

The foregoing points bring into focus the respective roles of ROCAP and
 

the bilateral missions. Important changes in policy constraints tend to be
 

the result of the policy dialogue and project conditionality. There is a
 

widespread belief among persons interviewed that the policy dialogue could
 

deal more successfully with longer-term economic constraints if it were better
 

supported by more analytic capacity in the countries and by a broader, more
 

regional view of policy constraints by country officials. At the same time,
 

there is general agreement by most of those interviewed that CORECA's
 

potential for success would be greatly enhanced by stronger capabilities for
 

policy analysis in the individual countries. This is true for several
 

reasons, not the least of which is the ability to prepare the Ministers for
 

participation in CORECA. The better the analytic capability in each country,
 

the better prepared a Minister can be to contribute to the deliberations of
 

CORECA--to know how a policy &ffects an individual country and how changes
 

might affect the entire region.
 

Efforts to strengthen the capability of individual countries, of course,
 

are viewed as the responsibility of the bilateral missions and some have
 

projects that include this as an element. In Honduras, grant funding is
 

provided to ADAI, a not-for-profit research organization, which in turn
 

provides analysts to the Ministry of Natural Resources (M2qR). There are
 

concerns about this arrangement and it appears th&t another grant may not be
 

made to ADAI. A proposal from MNR to establish a new arrangement through IICA
 

(Program I) is being viewed favorably. 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 topics (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 of permanence, so that when AID funding ends, the group could cease to
 

exist. Repeated attempts have been made to get the Government of Honduras 

(GOB) to provide counterpart funding, to no avail. 

The MN4R/IICA proposal would involve: 

o 	A joint USAID/GOH designation of FL 480 monies for a contract with
 

IICA to provide policy analysis directly through Program I (not
 

CORECA), administered through the country representative. The funding
 

would court as GOP counterpart funds.
 

o 	USAID/H then would provide a direct grant to IICA, Program I (or a
 

Honduran entity) to support the work of the analysts, to do studies,
 

hire consultants, travel, etc.
 

This proposal is mentioned as a possible model for other bilaterals to
 

work in concert with ROCAP and ICA. A variation of the scheme would involve
 

adding a CORECA technician to each country office who would be
 

administratively supported (space, secretarial support, etc.) by the country
 

representative's office and would interact with others in the IICA country
 

office, the Ministries' policy units, headquarters staff, etc.
 

Future ROCAP Support of the Policy Dialogue
 

Over the next 5 years, the Central American region will continue to
 

suffer an enormous disadvantage relative to more developed areas, in part
 

because of the capacity of developed regions 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 production,
 

consumption, investment, or marketing and focus the necessary resources to
 

deal 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 problems in several countries, perhaps in
 

three or four. These competing effects likely will be fragmented,
 

Lfderfunded, 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 network of regional institutions,
 

would appear to have powerful leverage to provide or help provide much of the
 

long-term effort to support the bilateral missions and host governments and
 

make the dialogue on policy constraints more productive. It has significant
 

potential to:
 

o 	Increase the capacity of national governments to understand and
 

analyze policies and policy options relative to national investment
 

programs, policies to intervene in markets to alter incentives to
 

produce and consume and policies to establish a regional and national
 

infrastructure to support expanded export production and marketing.
 

o 	Supplement national governments' capacity to define and analyze policy
 

constraints and options, and help them strengthen their own capacity
 

in this area.
 

o 	 Organize and support institutions that can help strengthen national 

capacity to define and analyze policy options, help provide such 

support directly, and provide direct analysis and services for 

regionwide services. 
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By focusing its efforts in these areas, ROCAP could be in a strong
 

position to use its institutional leverage to generate information and
 

analyses to strengthen the policy dialogue throughout the region. In
 

addition, it could more directly support efforts to define and modify regional
 

policy constraints woiking 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 to focus exclusively on agricultural policy issues and
 

thereby avoid diluting efforts by work on "technical" issues such as insect
 

eradication programs and others. Technical coordination is useful, but could
 

be done at a lower level, possibly in IICA, and probably should not occupy
 

CORECA 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 policy constraints that could be referred to IICA or
 

others for definition and evaluation.
 

o 	Select among potential policy issues those of highest priority for
 

definition and evaluation. In particular, decide among "regional"
 

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 roles in domestic debates on macroeconomic policy and on
 

sector policies.
 



40
 

o 	Undertake directly a limited number of policy analyses on selected
 

immediate "regional" and "common" policy constraints.
 

o 	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 could
 

focus entirely on agricultural policy. It would be necessary to devote
 

considerable time to the delineation of policy issues; what is and what is not
 

policy; which issues are regional, or common to several countries and are
 

likely to be the focus of the policy dialogue, and which are not, and how
 

these should be approached.
 

CORECA would need to look very carefully at the distinction between
 

policy analyses, which are focused on decisions that must be made it)the
 

immediate future and which require as much economic information on the issue
 

as can be developed in the time available, and policy research which focuses
 

on economic 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 ignore the analysis required to support Lhe negotiation
 

for conditionality actually underway in the policy dialogue. It would be
 

important for CORECA resources to be focused carefully on policymakers' 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
 

offices to resources 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
 

policymakers who need help and flexible enough to deal with current and
 

emerging problems.
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VI. SUM10ARY CONCLUSIONS AND RECOMMENDATIONS
 

Based on the review of material available on regional problems and
 

programs and on interviews with officials and others, the following
 

conclusions and recommendations are presented:
 

o 	Throughout the region, growth in agricultural productivity is low and
 

is significantly retarding national economic growth and development.
 

o 	A-l of the reviews and all of the officials interviewed concluded that
 

agricultural policy constraints were major factors underlying the
 

region's poor agricultural performance.
 

o 	Agricultural policy constraints are also very important to the
 

national acroeconoinic concerns of each country, which in turn are
 

critically important to agricultural and rural growth. However, these
 

relationships are very poorly understood by both agricultural
 

officials and those in other Ministries throughout the region.
 

o 	Agzicultural policy constraints are the focus of much of the policy
 

dialogue, but there is very little capacity in the Ministries of
 

Agriculture of the region to systematically define or analyze policy
 

issues or options. In addition, efforts to strengthen the Ministries'
 

capacity to conduct policy analysis have been limited.
 

o 	Because the policy dialogue is critically important to the region,
 

there is wide support for economic policy efforts. Ther:e is very
 

little such effort 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 projects to expand markets and improve production efficiency
 



43
 

and productivity, there is general recognition of the importance of
 

economic constraints such as export taxes and inappropriate commodity
 

pricing policies, the necessity to negotiate changes in these
 

policies, and the potential benefit of practical, well-designed policy
 

analyses.
 

In addition, there is general agreement that better tools to
 

address policy constraints could have important benefits for
 

agricultural sector performance. As a result, the study recommends
 

that ROCAP undertake an effort to help identify, define, and appraise
 

options to modify selected agricultural policy constraints in the
 

region in order to strengthen the policy dialogue and help impcove
 

sector performance.
 

The effort could focus on several different classes of policy
 

concerns:
 

--Linkages between macroeconomic policy and agricultural investment
 

and production.
 

--Importance of agricultural development to national economic
 

development and growth.
 

--Common agricultural economic policy problems in the Central American
 

region, e.g., basic grains policies, credit policies; self­

sufficiency and export promotion policies, among others.
 

--Regional economic problems, including impacts of production,
 

marketing, transportation, or other subsidies, market information,
 

production outlook and planning, or other, or regional external
 

problems such as U.S. or EEC import policies, 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
 

production, marketing, and policy decisions.
 

The activity should have five major purposes:
 

--Increase the capacity of Ministers of Agriculture to conduct policy
 

analyses in trder 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 regional policy issues that arise
 

because of conmon interests and concerns; to coordinate policy
 

analyses on selected issues and policy research on major areas of
 

concern.
 

--Support efforts by CORECA and IICA to develop arrangements with
 

Ministries of Agriculture to strengthen individual Minister's
 

capacity for policy analysis and planning.
 

--Support efforts by IICA to undertake policy analyses in cooperation
 

with CORECA and with individual Ministries.
 

--Support efforts by CORECA and IICA to define basic policy data and
 

research needs and to monitor policy development, policy changes,
 

and policy impacts.
 

Most officials interviewed agreed that 1988 is the strategically
o 


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 regional concern at this time, arising
 

mainly from 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 recognition 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, there is recognition that major agricultural policy issues
 

are not being fully addressed because there is so little capacity to
 

define or analyze these important issues.
 

--There appears to be broad support for CORECA as an institution to
 

help define, focus, and coordinate regional support for policy
 

analysis and to work with IICA and others in the development of
 

policy research and policy analysis.
 

CORECA has developed recent agreements 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 operational problems of the past have been solved and
 

that CORECA now has much broader organizational support through the
 

region.
 

--IICA has organized a major program area to undertake studies in the
 

area of agricultural policy analysis, and almost certainly would be
 

interested in actively cooperating 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.
 



47 

APPENDIX A. SCOPE OF WORK
 

U a-JEcIIVE: 

'the Contractor will provide tne professional assistance of one Senior
 

Au~r ice_. ralEconomist to kX J-- to Cr'a ct an in-depth so;d'".
 
-
a_ ;...,al pollci issu.-s in tn-e Central Anerica,'a.. (,"?) region in
 

rex.ration o RLCAP's e,ional Developent Strategy Statement (RDSS) for thie 
1963-1992 perioa. 

I I. S2PE OF W-DRK. 

taeor RDS
A. 

EL2.-2 will be preparing a Regionol Development Strategy Statement (RDSS) 
ror su&,,ission to AID/V in late Dece,<r, 1937. ROAP requires the services 
of a ....or Agricultural Polic,- Advisor to condict an in-depth study/analysis 
of the- agricaltural policy arena in thie CA'P region. ?he porpose or 
acricuura )pollcy is to modify rnarKez. forces so that farmers and othler 

actors in the sector will alter their pcoduction and narketing decisions in 

wYs ,;:ien poore tne coT-fl good Yo facilitate ti process, a Pro.- c 
Ao'ee :, n (oD. 596-C094) was sicned bet-,een the Inter-;cnerican Institute for 
Agricltural Coope>raticn (IICA) and RCCAP in betpterr:=r, 1981. Tlhe Project was 
c,--slg:ea" to oj}rate from Sepre~r:ct 30, 19.1 to I rch 31, 1985. Initially, AID 

authorize'u onl'., a Phase I, to September 30, 1983, with continuation for the
 
full-term ccri-rcent upon an evaluation of pro@ ress durina Phase I. Based on 
the ea.i-tion,.,ase II was l..c'rd until March 31, 1985. 'I'e p'rojoct 
was su:)sequently extended to September 30, 1985 and again to Dcer>sr 31, 1985. 

The purpose of the Project was to support a regional effort in Central 
A rica, Panamia and the Dominic ilRepuolic to assist the Agricultural 
Secretariat (c-CbDiE-CA) of th. :":'.c ­of the region (comprised of the Ministers of A.riculture 
f,'ov esch countr ; ar. advisc v groo ma e un of the Directors a 

a
 
.-- i . ,'.s cc Ilcted and re: 

2clultural Pi1-.nina ',°Foor.s ar. a te--c-nical staff). In ... : .. ., El 

.C- o. z' aonG7 ­

b:e ir--7CA .: . . .... v lfoc -s ,­-'y_,,' . ; , U!- r-i r:. , ' . 'are as.~ss w:.c; "-C -L:, L:] Usi caked ]:Or uno*~sr r ",ls Con.Tract will b~e to 

, .... a:J jl o50 Ol i~~. $ . :_.22..,.i.Cy 

...:' -o ,)-.-' ni± l n issions in t,, C-.: recgion 

an iJ~ a:.i j-atc secto, inSt&:(Iio:s. 
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The specialist will work under t:,e guidance of the ROCAP Agricultural
nt ufticer and will be required to work in Guatemala City, and travel
to tnt otner CA/P countries (El Salvador, Honduras, Costa Rica and Panama).
, requrtca ti.la 2stiMated to col.plete the assignment described in this ScoreoVWork anra qualifications for the speci-.ists are as ffllows;
 

l.icarions- This Agricultral Policy Specialist will be a senior 
J.er-- .J:Oic':itural econoiast with a:, in-deptn knowledge ofa=ic:i...._. secct- and the Latin Air.ericatne constraints to I.e develoF,-ent process.aQaric.Jturi policy s _cialist snould De familiar with 

The 
CI t,. the major policy issuesC'\,? region, and up-to-date wit tie bilateral missions and otheractivl-ties donorin t.ne region. r1e individual selectedestaoils- be ale to meet andra: port witn high-level 

must 
go 'ernment officials, agricultural leadersand private sCctjr representatives. He/she should be familiar with the AID-,. .~ V--ss, particularly with the Country Developmewnt Strategyta L':,.,t (C55,) , and how relatedit to AID program-ting. He/she must have a -.--, , jca ;-_ility equivalent to FS-3. 

2. Scecific -cope of Work- T-je Aaricultural Policy Specialist will ber i.>.,-efoE Ornizinc and directing the overall study/analysis, and will
-. ". r--"-o-.-.-o. -
 d !- nt, a.-suri.g _.tirteii rc:. f Cub: . , '1.:7 ' 
.: ' s 

.: - AiEo 2lural Policy... ,. 
 a.sc be reslon.Eioe ic, t-.e Z'iwi: Spevcific Scope of Work. 
a. Lefine t,,o major agricultural deIvelopc'rzr.t problems and opportunities

facing t'e region over the next five years;
 
Identify and analyze short and 
 Policy issued facing the regi..n; 

.. identify s :cific acnieveme:nts ootained to date as a result of COl-'.A; 
u. As ss mranerial and administrative adjustr.nts Ii as .de in it 

role .as c, c!inatiny institution of C i; 
e. IcentiLCr A r .s'-,iiic act;-,ies Cf,.y' could undertak0. - it,.eit-,',. .....-. 
 ', r~-t
 

L IL V'_.jicultur-... : , o-opi:ng procadures fors C co-on acjricult:x_9- --- and assessing injividualc'ntry an,: regional ii35cts c: altenaziv-
Je 

policies; 
r. F_ vzelo a reliimi.nary list of ,.Yte-ntial, _, :ortant agricultural studies 

as priority areas for CORA att_,.tion;g. O=,el(: a strateg to g1.a 
 r~.'
e...
 a sttegy guinieto K1D's apprpr_:te role in strengtheningC0. 3>"; aru, 

L i-:, a ooL7-_:a ...... r C.." in suppo'rting agriculturalu,)licy formulation and coo.i;,i in the reg:ion. 
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III. 	 TI:LTNG­

v'ork under this Work Order will be carried out during the period October 
15 - Noveonber 15, 1987., The specialist will be stationed in Guatemala, but 
will be requireo to trai/el throughout the CA/P region. 

IV. 	 -©RH 

The specialist will be requireu to submit a draft report of findings 
prior 	Lo nis/ner departure from the region. Five copies of final report will
 
De sucnitted in Djglish to ROX2AP 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.
 
Astolfo Fumagalli, Small Farmer Diversification Systems Project (520-0255)--

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

Bolsa Nacional, Lo Que Es Necesario Saber Acerca del Mercado de Valores,
 
Guatemala.
 

Chcchi and Company, Evaluation of the Agricultural Secrctariat, Project No.
 
596-0094, Draft--Subject to Revision, ROCAP, AID, Guatemala City, Guatemala,
 
November 30, 1985.
 

Coopers & Lybrand. An Agricultural Strategy for the Regional Office for
 
Central America and Panama (ROCAP).
 

Draft cable to All LAC Mission Priority from AA/LAC, William Wheeler, Acting,
 
regarding Supplementary CDSS Guidance for LAC Country.
 

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

Honduras/Ministry of Natural Resources, Proyecto Analisis y Ejecucion de
 
Politicas para la Reactivacion de la Agricultura Hondurena, Tegucigalpa,
 
Honduras, October 1987.
 

Inter-Amzerican Conference of Ministers of Agriculture, Item I: Recent Trends,
 
Outlook and Potential for Agriculture in the Americas in the International
 
Economic Context, IICA/Doc.4/87, April 1987.
 

IICA, IICA, June 1987.
 

IICA, E1 Sector Agropecuario y el Mercado Comun Centroamericano: Algunos
 
Temas para la Reflexion, Helio Fallas, San Jose, Costa Rica, June 1987.
 

IICA, Informe Provisional Cuarta Reunion Ordinaria Junto Interamericana de
 
Agricultura, San Jose, Costa Rica, August 30 - September 4, 1987.
 

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

IICA, Medium Term Plan, 1987-1991, Official Documents Series No. 35, San Jose,
 
Costa Rica, 1986.
 

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

I.CA, Program II, Technology Generation and Transfer: Guide>lines for
 
Cooperation, Official Document Series 37, San Jose, Costa Rica, 1986.
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IICA, Program I, Agricultural Policy Analysis and Planning: Guidelines for
 
Cooperation, Official Document Series 38, San Jose, Costa Rica, 1986.
 

IICA, Programa III, Organizacion y Administracion para el Desarrollo Rural:
 
Lineamientos para la Cooperacion, Serie Documentos Oficiales No. 39, San Jose,
 
Costa Rica, 1986.
 

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

TWCA, los Programas de Aiuste Estructural y Sectorial: Alances para la
 
Reactivacicn y Desarrollo de la Aricultura, Seri Documentos de Programas,
 
San Jose, Costa Rica, August 1987.
 

TICA. CORECA, Estudio Global de Pcliticas Agricolas. Diagnostico, El Salvador,
 
DOC. CORECA 13-VI-86, Panama City, Panama, April 1986.
 

IICA, CORECA, Frarework for CORECA Action, San Jose, Costs Rica, November
 
1986.
 

IICA, CORECA, Informe de la II Reunicn Extraordinaria Del Consejo De Ministros
 
de Agricultura (Acuerdo de Cooperacicn Tecnica), Mexico, Panama y Republica
 
Dominicana, October 1986.
 

INCAE, Expansion , Diversificacicn: Estrategia Tripartita, 1987-1990.
 

INCAE, Seminar on Food and Agricultural Policy, San Jose, Costa Rica, November
 
1985.
 

Leonard, H. Jeffrey, Natursl Resources and Economic Development in Central
 
America, International Institute for Environment and Development, Washington,
 
D.C., 1987.
 

SIECA, Oroanizacicn y Funcicnes, Revised, March 1987.
 

U.S. Department of Agriculture, FAS Attache Report, Costa Rica: General
 
Agricultural Situation, Washington, D.C., Karch 1987.
 

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

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

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

USAID, Project Implementation Order/Technical Services, Project: Studies on
 
Agricultural Issues for the Central American and Panama Region 569-0000.3,
 
ROCAP, Guatemala, August 1987.
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USAID/ROCAP, Project Paper, Agricultural Secretariat, Prcject No. 596-0094,
 
Washington, D.C., 1983.
 

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

GATEALA
 

The Central American Research Institute for Industry (ICAITI):
 
specializes 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 implementing the treaties of the Central American Common 
Market and provice staff work to develop regional policies on such 
matters as tariffs and trade, inaustrial incentives, uniform 
agricultural prices, and harmonizatibn of country fiscal policies.
 

EL SALVADOR 

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

iONDURAS 

The Central American Bank for Economic Integration (CABEI): engaged in 
long-term lending, in 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 which affords students combined 
practical, theoretic experience in agriculture, animal science, and 
fisheries.
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COSTA RICA 

The Tropical Agricultural Research and Training Center (CATIE): plays
 
an active role in tne promotion of applied research and technology
 
advancement in animal, crop and forestry production and watershed
 
management in Central America.
 

The Central American Business Administration Institute (INCXE):
 
proviaes graduate training as well as specialized professional level
 
training in business administration and export management.
 

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

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

Private Enterorise Federation of Central America and Panama (FEDEPRICAP): 
a recently revitalized umnrella ousiness 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 credlt requirements for non-traditional Latin American 
exports. 
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APPENDIX D. LIST OF PEOPLE INTERVIEWED
 

Armando Reyes Pachelo
 
IICA Country Representative, Guatemala
 
Guatemala City
 

Robert Cater
 
Advisor to Minister of Agriculture
 
Guatemala
 

D;. ,lrsnc
Aguirre
 

IICA Country Representative, Honduras
 

J. Mario Ponce C.
 
Executive Director
 
El Ateneo del Agro-Irdustria (ADAl)
 
Tegucigalpa, Honduras
 

Gilberto Goldstein
 
Tegucigalpa, Honduras
 

Robert Villeda Toledo
 
Advisor to the Minister of Agriculture
 
Honduras
 

Edgar Alvarado
 
Executive Director
 
UNAGRO
 
Guatemala City, Guatemala
 

Government of Costa Rica
 

Osvaldo Pandolfo Rimolo
 
Vice Ministerio, Agricultura y Ganaderia
 

USAID/Guatemala
 

Harry Wing
 
Agricultural Development 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/Costa Rica
 

Kevin Kelly
 
Program Development Officer
 

Ross Wherry
 

Acting Rural Develorment Officer
 

USAID/El Salvador
 

Ken Ellis
 
Rural Development Ufficer
 

Mike Wise
 
Assistant Rural Development Officer
 

SIECA
 

Lic. Raul Fierra Franco
 
Secretario General
 

Manuel Martinez y Martinez
 
Director, Deknrtmento Agricola
 

IICA, Costa Rica
 

Rodolfo Martinez Ferrate
 
Director, Operaciones del Area Central
 

Carlos Pcmareda
 
Director, Policy Analysis Program (Program I)
 

Roger Guillen Bustos
 
Especialista en Planificcion del CORECA
 

Helio Fallas
 
Especialista en Analisis de Politicas Agricolas
 

Jose Antonio Holguin
 
Coordinador del Plan de Accion en Costa Rica
 

F. Ricardo Caceres
 
Especialista en Administracion para el Desarrollo
 

INCAE
 

John C. Ickis
 
Director, Academicio
 

Geroni.o M. Collado
 
Professor and Agribusiness Program Director
 


