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The attached cvaluation of the SIECA-Brookings activity was
prepared for ROCAP by Constantine Michalomoulos, PPC/PDA,
The report makes reconmendations regarding the future role
of the Special Studies Unit in SIECA, the kinds of research
that should be ccnducted in the future, the manner in which
disgemination and utilization of study results may best be
accomplished and the kind of contractor rolationship which
would be most bencficial to the Special Scudies Unit. These
conclusions and recommendations shall be utilize3 as RCCAP
prepares a new ’roject Paper for the continuation of the
activity.
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The objective of the Special Studies Unit (SSU) is to be
supportive through its analytical work of the integration
efforts in Central America. The major instrument used to
accomplish this is the undertaking of a number of studies by
the staff of the SSU. The project has accomplished its objec-
tive of providing technical assistance in planning and executing
the studies. An institutional research and analytical capacity
has been added to SIECA which did not exist before the project.
There is :_.me feeling that the SSU's work, in some respects,

is too theoretical to be of direct relevance to the integration
process. Since most of the studies were only recently com-
pleted in their final form, little has been accomplished in
making the findings available to those influential and con-
cerned with the integration process. It is quite clear that

a large effort needs to be mounted in order to disseminate

the findings and promote their utilization by the proper people
and institutions. The major task for the SSU should be to
carry out analysis which points to the particular problems

that need to be addressed in a collaborative fashion and the
constraints that must be overcome before effective action can
be taken. An effort to retain Brookings should be made on the
_condition_that changes in funding and timing of residence in
Central America are_made.
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INTRODUCT ION

The purpose of this report is twofold: (a) to evaluate the
progress and accomplishments under project Wo. 596-11-755-040,
which calls for institutjonal assistance to SIECA to help
establish within SIECA the permanent capacity to meet the
technical requirements of the Nigh Level Committee of the Common
Market (and others) - See PAR 75-1; (b) on the basis off this
evaluation, and an examination of the future proupects of
integraticn as well as STIECA's role in the integration process,
make recommendations about: (1) the future directions of the
Speciul Studies Unit (SSU) established in SIECA under the.projecg
(2) the future possibilities of institutional assistance to SIECA

by ROCAP and, (3) the modalities of implementing such assistance,

Progrcsé and Accomplishments to date

The objective of the Project to date can be viewed as a dual
one: (a) to establish the capacity in SIEGA to carry out technical
studics in support of integration; (b) to demonerate to the
intellectual and political leadership of Central America that the
analyscs“the SSU can perform is of quality and relevance, and that
the Unit should be entrusted with undertaking important technical work:
in support of integration at the request of the HLC or other

integration bodies.



The major instrument used to accomplish these objectives 1is
the undertaking of a number of studies by the staff of the Special
Studies Unit, Brookings institute has been contracted to: (a)
provide technical éssistance in the planning and execution of
the studies, involving primarily on the job training to SIECA
professionals, (b) execcute some of the studies itself, (c) assist
with the overall planning and direction of research carried out
by the Special Studies Unit,

There is little doubt that the project has accomplished the
first objective discussed above. On the basis oflpersonal
interviecws with the SIECA Special Studies staff, discussions
with other knowledgeable experts and political leaders in
Central America, ac wcll as thirough exahiuation of the research
produced or in progress, it is easy to conclude that an institutional
research and analytical capacity has been added to SIECA, This
capacity did not exist before the project and it is doubtful that
it would have been created without it. The staff is relatively young,
vell trained, enthusiastic and show significant i{nitiative and
romise to carry out the research tasks assigned.

The degree of progress towards achieving the second objective
wst be evaluated by reference to three criteria: (a) the technical
ompetence of the research carried out (b) the relevance of the
escarch to current or future integration issues (c) the extent to

hich the research results have been disseminated widely to the
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appropriate policy makers nnd.othcr actors in the integration scene,

To date four basic analytical studies have been eoneluded-

(a) A study on the costs and bencfits of the Conmon Market by
W..Clinc; of Brookings (b) a study of the démand for labor in the
manufacturing sector (c) a study of comparative consumer prices,
‘purchasing péwcr and real product, (d) a institutional development
study; the last three studies were carried out by SIECA staff.

These studies are inthe process of being publisied as one volume

by Brookings Institution., In addition, six other studies focusing
on the following topics with a Central American scope are in
process; (a) agriculture sector analysis,(bz input-output table, (c)
Macro economic models, (d) labor demand in agriculture and construction,
(e) producer price comparisons, (£) comparative advantage, The last
study is being pursued by the Brookings staff, the first jointly
with“SIECA and the rest by SIECA staff with some technical inputs
from Brookings. Given that the second set of studies is incomplete,
and some studies are only siarting, this evaluation can only consider
the first group of studies prepared.

With respect to the criterion of technical competence, I believe
that all four studies rauk high. The Cline study 1s a significant
contribution to the general literature on integration. It attempts
to break new paths in the methodology and estimation of costs and

benefits of integration, Although some of the calculations tend to
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wxaggerate the benefits obtained., (I am preparing a seﬁarate not. ...

‘his issue), this should not detract from the obvious overall merits

»f the study. The institutional develoﬁment study by Delgado is useful

ln bringing into proper perspective the notion of. balanced growth

7ithin the region. And the other two studies involve a competent

aﬁplication of existing methodology to the issues they address within
gencral Central Ameri;a frameworlk,

Both the cost and Lenefits study and the study on institutional
levelopment appear to be of considerable relevance to the issues of
aurrent importance to the Common Market. Both studies have a
bearing on the question of the participatién of llonduras in Common
Market, a question of great significance to the Common Market's
future.

The study oi: employment has obvious implications for the
harmonization of wages, social bencfits, and capital costs across
national frontiers, It is my impression that the analysis of the
policy implications for harménization was not carried as far as it
could have been especially with reference to the problems that
harmonization could raise in individual countries and to poésible
approaches to address these problems., Most of the analytical effort
was almed at demonstrating the possibilities of capital-labor
substitutien rather than at the policy implicationsof coordinated
action to increase employment in the industrial sector,

The study on prices is perhaps of least direct relecvance to the
integration process itself, TIts usefulness is likely to be morc in forming

the oatatistieal basis which can be used by other studics



addressing more specific issues,

Various intervicws conducted during my visit to Central America
suggested that the work of the Special Studies Unit is considered
in some respects too theoretical to be of direct relevance to the
integration process. This impression stems in part from the fact
that until recently only the theoretiéal portion of some of the research
conducted had received wide dissemination especially through the
seminar that was conducted in 1974 in Antigua, Guatemala. On the
other hand, several positive comments werc made about the rnlevance.of
the cost~benefit and institutional studies,

Since most of the studies were only récently compieted in their
final form, not much could have been accomplished to date in making
the findings available teo policy makers OX othersinfluential and
concerned with the integration process. On the other hand, the
cost-benefit study again seems to have reached some people involved
-in the drafting of the revised txeaty. Because the full studies
have not reccived wide dissemination it is premature to reach a
judgement as to their relevance., To a large cxtent
this woq}d depend on the form in which they get disseminated
(sce below) If dissemination is limited to the publication of the
Brookings volume it scems to me that few policy makers may consider
the research relevant,

It is quite clear that a large cffort needs to be mounted in

order to:(a) disseminate the findings, (b) promote their utilization
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by the proper pcople and institutions. The special studies unit
is aware of this need, but there may be significant constraints in
their ability to address the issue effectively. .

In my view the dissemination of the results should proceed
in two directions: (a) dissemination of the technical
studies to thosc in Central America and outside who possess. the
technical expertise to evaluate the analysis and findings, This
dissemination should aim at: (1) making the findings available to
scholars working in these areas so as to further the undertaking
of policy reclated research (2) evaluation of the results (3)
guidance to the Special Studies Unit on further areas for its
‘basic research efforts,

(L) dissemination of the Lindings of the research to key
policy makers, This pért of the effort requires the findings to be
sunmarized in non-technical jargon and their policy implications
explicitly drawm out, This task is Often_difficult to accomplish by
individual researchers who may have ncither the interest nor the
capacity to do so effectively,

A variety'of instruments ranging from simple publication to
personal contacts to conferences on specific topics should be
considered for the‘purpose of dissemination., But dissemin.tion is
obviously not enough to promote utilization, The latter should be
pursued on two fronts--with respect to the rest of SIECA and with

respect to the national governments in Central America,



Some efforts at utilization by SIECA appear to have occurred
alrecady; others have been attempted, (e.g.,using the producer's
price information in the SIECA efforts to harmonize industrial
incentives), but have been abortive since the data involved were
not complete. More are.planned especially through the comparative
advantage study and the producer's price study in the restructuring
of the external t.riffs,

It seems to me that utilization is a critical issue for the future
and morc efforts need to be made to address it than has been the
Practice in the past, Such cfforts are required both froa the SIECA
leadership which should provide guidance-as to the ﬁolicy areas in
which analysis is required and from the SSU to assure that its analysis
is responsive to the broad policy concexn of SIECA.

Utilization by the national governments is much more diffivult
to achieve but more critical to the long temm viability of the
Special Studies Unit, Assuring qgili;ation of social science research
is @ difficult task and one even more difficult to evaluate. One
approach is to disseminate the‘results of research toAkey individuals
in a variety of forms aﬁd using differeﬁt dissemination techniqugs
and hope that the strenygch of the evid;nce will change their views
or lead them to action. This can and 1ndeed does happen although it
is extremely difficult to pinpoint what precise factor was critical in
Teaching any particular decision. Another approach 1is¢to involve
in the rescarch work individuals from national governments or other

national institutions. Such researchers when they return to their
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regular posts can be expected to be committed to the findings of
the rescarch they worked on and attempt to implement policies, to
the extent that they can,consistent with the findings. Little of
this has been done by the SSU in the past studies. To some extent
it is understandable that this approach could not have been used
extensively in the early phases of the project, since it would.
have seemed desirable to establish first the basic nucleus of
rescarch capacity within SIECA. But some afforts are under way

at prescnt especially in the agriculture sector studies., These

cefforts should be strenchtened in future studies.

The Role of Brookings

The Special Studies linit Director and staff believe that the
Brookings Institution has made significant contributions to the
progress of the project. ILeyond thé studies actually carried out
by Brookings staff, both the current director on the Brookings
side (Y. Cline) and the former one (C. Frank) are credited with
providing useful overall technical advice in the planning and
conduct of all the studies. It is difficult to evaluate the actual
Brookings inputs in this respect, but there is no rcason to déﬁbt
SIECA's judgement, A point particularly stressed by SIECA was the
desirability of having somebody like Cline available for counsultation
and exchange of views on a wide range of topics, as wcll as the
uscfulness of the contacts with other parts of the U,S, academic
community provided through Brookings,

Despite the overall creditable performance by Brookings, I am

left with the nagging suspicion that not all was done to tadp the
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potential that the Brookings relationship offered, 1In particular,

I believe that SIECA would have benefitted more if the main Brookings
personnel involved were resident in SIECA for a good poréion of the
year. This was not possible, perhaps in part due to the somewhat
pecul iar provision in the contract which allowed Brookings personnel
to be paid full time but work only half time on SIECA matters, and
the rest on related development problems of their interest. This

had the effect of providing institutional support for Brookinge.

which may have been considered a worthwhile objective by some but

in my view, of doubtful priority for Agency funding, at present.

III. Prospects for Integration and the Role of the SILCA Special
Studies Unit

The objective of the Special Studies Unit is Lo be supportive
through its analytical work »f che integraticn efforts in Central
America, To analyze how can this objective be attained, it is
necessary first to examine thé'iikcly future course of integration,
Thig examination should help in reaching a judgement about the
future role of the SSU, its future wo;k program as well as the

desirability and nature of ROCAD support for the Uait,

A. Prospects for Intepration

The main focus of integration efforts this vear is the ney
draft treaty for restructuring the Common Market. This treaty,,
if approved by the member countries would open up opportunities

for cooperation in a variety of new arcas not covered by the



-
.

existing treaty. It would also open the way for llonduras reentry
into the Market,

While the treaty covers cooperation in a wide variety of areas,
it does this at a rﬁthcr general level, so that the specifics of
cooperation would have to be negotiated later on. Its signature
would reflect primarily a politically symbolic act on the part of
the Central American governments signalling their intent to work
further on the complex integration issues facing them.

It has been argued, with some justification, that it might.
be far casier but less wmeaningful in terms of true cooperation to
sign the treat,; than to actually engage in less far reaching but
more concrete negotiations on issues in which some of the governments
perceive obvious benefits from cooperation. The view has been
advanced that progress on integration would be more meaningful
ang lasting if an incremental approach was used, as an alternative
to efforts concentrating on the draft treaty. This'approach would
involve the identification of smaller sets of projects in one or
more sectors or arcas where cooperation is essential to success and
all parties readily perceive important benefits. Successful
coopcration in some arcas can then be broadencd to others.

There is no necessary contradiction between the two approaches,
indeed they could be viewed as complementary. llowever, given
limited resources by STECA and other integfation institutions,

the issue is to define the relative emphasis placed ‘on



cach approach, $o far most of SIECA's efforts have been focused
almost cxclusiveiy on the broad approach implied by the treaty,

It could be argued that whether the treaty is signed or not,
the real question is what are the specific areas In which furthe.
Co-operation is possible and meaningful, The signature of the
Treaty will not resolve this, Tt might. be helpful as a political
act in providing a stronger impetus to integratic. byt the hard
questions pertaining to specific areas of Co-operation still peed to
be addressed. 1t would certainiy be a mistake to think that once.
the treaty is signed meaningful co-operation will ensue,

It would seanm logical that the SIECA Secretariat should

are the long term analytical questions which need to be addressed in
order to help the co-o, erative Process along. These dreas can ot be
defiied by just looking at the Treaty itself,

During my visit to Central America T had the oppoftunity to
discuss this issue with various people reflecting different
perspectives and backgrounds, The following list of 1ssues reflects my
perso..al vicws shaped by these discussions as to what might appear to
be desirable and to Some extent feasible, It should be stressed at the
outset that co-operation in some of the areas discussed below may indeed
be quite difficult, Indeed, views of what is feasible are colored by
most individuals! perceptions of the urgent need and desirability to

act in one field or another, But perhaps, if apresment 4n oo .
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on the desirability for action, this is the first step towards
effective collaboration. In any case the time frame in which
reseavch by SSU is likely to be carried out is relatively quite
long. Thus, it is inappropriate to design rescarch only on the
basis of what appears feasibie now.

The major task for the.SSU should be to carry out analysis
which points to the particular problems that need to be addressed
in a colluborative fashion and the constraints that must be
overcome before effective action can be taken. The four broad
areas in which integration efforts seem desirable and perhaps
feasible are in my view the following:

(1) Trade Policy - It is abundantly clear that the existing

outside cormon tariff needs restructuring with a view
to improve economic efficiency and provide the proper
incentives, Specifically, at present (a) there are

so many exceptions, the tariff is somewhat meaningless;
(b) It is probablv necessarv to reduce the overall
level so as to reduce disincentives to exports outside
Central America. (c) There is nced to identify a rational
pattern of industrial production which can be promoted
consistent with comparative advantage for the region

as a whole,

It is also important to design, trade mecasures which
would stimulate intra-regional trade in agriculture.
The latter would not be feasible without closer

co-ordination of overall national agricultural
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policies. (See below).

It would be desirable for the SSU to provide SIECA
with thc'analytical base hecessary to identify
long-term compavative advantage for Central America
as vell as the particilar sectors and product
subcategories; work on producer's prices may also

be useful in efforts to reach agreement on a common
set of fiscal and other incentives to particular
sectors. That does not mean, however, tﬁnt the SSU
should become deeply cnmeshed in the detailed
negotiations of tariff testructuring as this should be

the task of the SIECA Secretariat proper.

Agriculture Policy - There is obviously a strong need

to push integration in the agricultural sector., This
should not-conccntrate on grains alone, but also on a
variety of products which have a potential for export
outside Central America, as well ué other items in which
a more rational pattern of specialization within Central

America is desirable,

The problems impeding collaboration in this area are
enormous and well known, However, I can, not help
but belicve that further analyticalAVOrkaﬁhich is
specific enough to bring out the obvious advantages
of at first, coordinating policy and later joint

planning, will further the integration process,
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The proposed sector analysis work is an obvious
first step. I belicve more is 'likely to be needed
with respect to specific crops or for the purpose of
identifying specific obstacles to specialization and

trade,

(3) Throughout my discussionsin Central America many of
those interviewed stressed the need for more efforts
to promote integration in the social fields., Often,
what was meant by "social' was unclear. At the very
least it would appear that work on income distribution
as well as other distributional aspects of economic

and social welfare seemed desirable.

In this respect the SSU could hopefully participate,
in the proposed TAB project on progress indicators in
Central America. Its past experience in dealing

with the national statistical units and the analytical

capacity of its staff could be valuable in this respect.

There are obvious disparities in incbme and other
measures of welfare both within countries and between
countries; there are also significant differences
among countries in the importance of the distributive
problem. It is not possible for me to galige how much
progress can be made in this arca, and especcially
whether co-operation awong countrics is important .in

addressing issues of disparitics of income or welfare
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at the national level. This 18 perhaps an issue

that itself needs to be investigated.

Regional Development -- As part ot the principle. of

balanced growth whose acceptance is linked to the
re-entry of Honduras in the Common Market, it has been
argued that it is important to take common measures to
ensure the integration of backward regions within
each of the natural economies as well as provide

special assistance to Honduras under the same rubric,

Most of the thinking with respect to Honduras has
involved providing differential tréatment with respect
to trade, the possibility of establishing a sbecial
fund from which the finance activities in backward
regions, including and especially Honduras. I was
told in several‘interviews that there isilittle
understanding of what can indeed be done in the
context of regional development of various backward

areas., Thus, SSU perhaps ecould undertake rural

-develepment analyses which identify major constraints

to growth in particular regions as well as national
or multinational approaches designed to address these

problems.

It could be argued that regional development analyses

should be left to the individual countries to undertake.
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However, the closer the SSU work is related to
rcal development problems és éhey are perceived by
national governments the more likely it is that
these governments would be to view the work of the

Unit as relevant and us

B, Rescarch Plans of the SSU.

In reviewing with E, Delgado the work program of the Unit for the
months ahcad, he suggested that the Unit had a good deal of work.
on areas of inquiry it had already started, and that it should
not add any new oncs. Thus he visualized the Unit's work to
concentrate in the following areas:

1, Prices -- A new consumer price survey will be carried out in
1976 whose results would be compared with the earlier one; work will
continue on producer's prices.

2, Employment -- Work will be continued on employment in agriculture
and construction and should be compléted by end of 1976.

3. Agriculture -- The sector study has just started and there
willvbe ample work through 1976 and 1977 on the overall and
individual country models.,

4. Input - Output -- Substantial amount of work remains to-oe
done, with the completion date uncertain.

5. Macro-cconomlc models -- Substantial work neells to be done on

the various country models through 1977; completion date uncertain,

6. Comparative Advantage -- More work is expected to be needed
as follow-up to the study Cline will be completing by June.

7. Cost and Beneflts of Tntegration -- Given the importance of




-17-

the FOpic it is cxpected to devote some effort to update Cline's
study.

In reviewing this rescarch agenda, I am somewhat concerned about
its mix betwcen basic research and policy research related to
integration, In addition, with the exception of one or two
studies, e.g. agriculture and employment (and even here I have
significant questions) there is little of what I would call applied
development economics -- rescarch related to specific bottlenecks
in development which would be resolved through regional cooperation.
By this I mean, e.g. comparative study of agriculture credit
jnstitutes and problems in the five countries; or efficiency of

water usage in similar or contiguous regions in some of the counctries.

These are only illustrative. T have little information as to whether
anything like this specifically would be useful,
I believe that a unit such as the one in SIECA encounters

a basic problem when it is asked to do policy related research,
Quite often the data needed fo this purpose are not rendily
available and Lave “o be developed from scratch. All good
conscientious rescarchers, and all the SIECA unit staff are
that, are likely to first turn to collecting or developing the
data basc which can then be used in policy related investigations,
But 1f they devote toe muech of their total resources to this
type of activity, then the impression given {s that the work is
not relevant or useful; and this impression has already been
created to some extent. ‘The other course is for the researchers
to plunge directly into policy rescarch on the basis of shaky

data or amalytical tools. If this is done the even graver danger
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is faced that the conclusions reached are incorrect and the

work of the unit loses its credibility, This is the dilemma that the
Unit faces. It is obvious that the Unit must strike a balance

and avoid cither extreme.

It is my opinion that the research plans as they now staﬁd
are too much tilted in the theoretical, data generating direcction
-~ for example it could be argued that an input output table is
critical to all types of calculations, and similarly price
information is very useful, and so is information generated from
the development of macro--models. But if all three are pursued
simultaneously, they would take approximately 50% of tl:a
resources of the unit, Even that may-have been acceptable, if
the other research was more down to earth;.but in agriculture the
work is going to be primarily in the application of g3 model, the
most complex wnd sophisticated one that has been developed as far
as I know, and it remains to be scen how useable the comparative
advantage and employment studies are likely to be,

On the basis of relevance to integration and pragmatic policy
uscfulness, I would de-emphasize in the proposed work program
the effort on macro-economic models and consumer prices; allocate
a minimum amount of time to updating the cost-benefit study and
then shift the agriculture study to address some critical issues
of rural development as well. The input-output work I view as a
regrettable but perhaps wnavoidable chiore which somebodv has to

do., It is too bad that somebody other than the SSU has not done 1t
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but if they liave alrcady started, it makes sense to get it
done and over with as quickly as possible, Itg usefulness
diminishes the longer the effort drnés on,

I believe that it {s desirable that they allocate more
resources to analyze income distribution and other social
welfare issues, and to address specific Sectoral or regional
development problems especially in the context of rural
developmcnt; I would also recommend that they continue to place
as much emphasis on the trade-comparative advantage issue as
they do at pPresent,

In the same context, and in order to increase the perceived
usefulness of the unit's applied work, it should. have the
flexibility to allocate a certain portion of its resources to
respond to spacific policy related requests by the HLC, SIECA
or national governments especially the latter. The amount of
effort allocated to such short .term responses should be
strictly limited perhaps 10-20%, Otherwise the basic nature and

objectives of the unit would be changed,

C. SSU and AID priorities.

Any institutional support activities undertaken by AID should
aim to an eventual phasing out of AT assistance and the support
of the new Institution by host governments, In the case. of the
SSU this means that at some point in the future fihancing of the
SSU should ba undertaken by the member countries of the Central
America Common Harket, 1The quicker the unit demonstrates its

uscefulness in thig respect the faster AID involvement can terminate,



it is quite clear that at present it is too soon to
.erminate AI's Involvement, While a competent starr has been
issembled and significant research output has been produced,

‘he unit has not been in existence long cnough and output

ls only now becoming widely availaﬂle. Thus.it is too early
-0 hope that funding can in large part be shifted to other
;ourcés.

There is however a problem with respect to continued AID
support., AID's programmatic emphasis has shiftcd significantly
since the original project funding. Tae present emphasis on
the poor majority and the programmatic concerns with agriculture,
heaith and education mostly in the context of rural development,
is not fully reflected in the propcsed analytical work of ‘the SSU.
Only two of the proposed areas of future wcrk as outlined by
Delgado could be considered to relate to AID's concerns, and even
these perhaps need to pe shaped somewhat to be more fully
responsive,

It could be argued perhaps that there is ﬁ more fundamental
problem: If progress in integration is likely to occur.primarily
in arcas outside AID's major areas of programmatic concern and the
SSU, by definition of its basic objectives, is supposed to be
supportive of integration, then AID's continued support of SSU
as well as other integration efforts is questionable. MNowever,

I don't believe this tovbe the case. 7 fcel there are ample
unexplored opportunities for collaboration in areas of critical

interest to AID, A corollary to this is that the Unit's work
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could be supportive of Integration efforts in these areas,

but that its current research plans would have to be shifted

considerably to be fully responsive. The shift should occur

along the lines suggested in Scctions A and B above. T don't

think that the current package of fcsearch activities is

fully responsive either to the needs for practical policy

research in support of integration or to the programmatic

concerns of AID and ROCAP. 1If the Unit is unwilling to shift

its research focus then ROCAP should consider alternative modaiities

of support such as e.g. earmarking funding for specific projects.
Another altermative which might be viable especially if

the unit is unwilling to shift away from its present research

plans, is that the SIECA obtain funding from other institutions

and set up a consortium in support of the unit in which ROCAP

can participate by providing only a portion of the total

funding. This alternative may be attractive to SIECA in light

of their apparent interest to transforming the Unit: into an

autonomous Regional Research Center and could be used as a

means of progressive stepping down of ROCAP's inyolvement.

Its success obviously depends on SIECA's and the Unit's

capacity to obtain other funding.

D, Modalitlies of Agsistance to SSU,

The -nature of the assistance that could be extended to the SSU
depends on its evolving relationship with ROCAP, There are three

baslc alternatives:
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(a) Essentially the present arrangenent where most of tha
outside support is obtained through ROCAP.

(b) An arrangement where ROCAP provides funding onlv far
specific projccts.,

(¢) A consortium arrangement, probably without earmarking
of specific projects, Obviously ROCAP would have the least
involvement: with SSU under the latter arrangement, and ROCAP's
ability to influence rescarch directions would be commensurately
lover., Under such an arrangement presumably the Unit would have
more iundependonce with respect to its budget and research
priorities as well as more responsibilities in obtaining the
proper technical assistance from wherever it was available.

In any arrangement where funding is done on a separate
project by project basis, ROCAP's involvement need only be to
help assure that the proposed project is properly staffed and
fhé methodology and objectives properly and adequatelf defined,

latter

I tend to consider the / two alternatives as less
desirable to the present arrangement and (c¢) as perhaps not
feasible in the near future. I would prefer an extension of the.
present arrangemenis but with a number of significant modifications,

The unit as presently constituted needs technical assistance
of two types:

(a) It requives a technical advisor with broad talents
and understanding of develonment nroblems and research

techniques. 7This advisor should be reliced upon to help set
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research priorities on the basis of the technical merits of
various resecarch Projects proposeq, Presumably ruidance on
the policy relevance of the research should be given by
SIECA. This advisor should "also be capable of éssisting the
director of the Unit in the overall guidance_of the research
Projects undertaken, This function seems to have been
rerformed admirably by W. Cline, But it appears that

Cline will not be available in the future,

(b) Specific technical assistance might be required in
the conduct of individual research projects which the director
or his main advisor may be unable to extend because specialized
expertise is required,

The present arrangement with Brookings could be extended i
Brookings can provide the Unit with both types o technical
assistance or can assist SIECA to obtain such assistance elsevwhere
in the U,S, 1t ig clear however that some changes -in the Brookings
arrangement should be made:

(a) As mentioned above, the Practice of paying 1/2 time
for"Brookings vork not directly related to support of the Unit
should be discontinued, This practice is in effect institutional
support to a U,S, institution to allow it to have a capacity
on development cconomics. At present there 1s a large number
of U.S, institutions with a significant capacity in development
economics, some better staffed than Broolings, There is no
neeessary veason AID should be providing further institution

building support to a US Institution for work in broad
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(b) More time necds to be spént by the general advisor in
Central America, and less in the U.S. for the purpose of conducting
his own research.

Brookings has argued that (a) it is impossible to attracf
to Brookings good people unless they are able to publish a
volume and Brookings would be unwilling to publish more on
Central America, hence whoever they hire must devote half time
to other work., (b) that their overhead is lower than other
U.S. institutions. Argument (a) may be entirely correct but
has nothing-to do with helping SIECA; it is entirely an
argument to support Brookings. If Brookings is interested in
maintaining a staff with capacity in cconomic development they
should provide thé funding from their other sources for the
half time their staff is not working on SIECA matters and
ROCAP the rest. As to the overhead argumeat, while probably
also correct, it is partly offset by the fact that Brookings
§taff, according to my experience, 18 paid on the average higher
salaries,

It should also be pointed out that Brookings does not have
the extensive specilalized expertise on some of the individual
socio-economic development areas -- e.g. agriculture or rural
development in which the SSU should put more emphasis.

Against these disadvantages Brookings can tap outside talent and act

as a link with various scgments of the U.S, academic community.
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Also some of the Brookings staff and administrations have
galned experience with the SIECA program and there are
advantages in maintaining continuity,

On balance, I would recommend that an effort be made to
retain Brookings involvement but only on the condition that the
changes in funding and timing of residence in Central America
are made., If these changes are unacceptable to Brookings,‘
then the Unit should be assisted tp make a variety of contacts with
other U,S, institutions, These contracts might enable it to
obtain at least the individual expertise needed in support
of the technical studies conducted and perhaps develsp a
différent institutional link as well, The latter alternative
does not mean that ad hoc assistance of Brookings based or
linked staff needs to terminate. Instead, Brookings would be
one of the potential sources for technical assistance that

the "SSU could look to, either directly or as an intermediary.



