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EXECUTIVE SUMMARY

and sometimes work at cross-purposes. The annuaal budget process is
poo;ly understood, and several agencies do not cut back programs
proposed in their budget submissions to fit the resources that actually
become available. This leads inevitably to shortcomings in program
execuéion. and ineffectiveness in carrying out the mandates of the
Ministry and the autonomous agencies. Staff hiring, evaluation,
promotion and salary structures are all deficient, with consaquent
Problems of morale and Public image.

Major eccnomic policy decisions have been announced by the COP in
the last two years, come implying major changes in the agriculeural
sector. The economists and planners of the public agriculturaj sector
were not invelved in that decision-making process. The Panamanians who
did influence those decisions know little about the rural sector, and
have neither the ability nor the wish to design spocific pelicies <2z

which to pursue the objectives announced so firmly about a year zgo,

Development (MIDA). That is also the desire of the present Minister, and
one component of the USAID Project will help the DNPS create that

capability, and demonstrate its usefulness to decision~makers.



Policy analyses can pe performed by imported wconomists (as is now
being done under the World Bank's Technical Assistance Loan {TAL).
Alternatively, the Gop could try to identify and hire qualified
Panamanians now working elsewhere. ‘“he first approach risks errors
arising from a lack of familiarity with Panama's eéconomy and socilety, as
well as from problems with the data. The second appears to be
prohibitively expensive. Thus this Report recommends a third approack,
creaFing the capacity for competent policy analysis by identifying and
training qualified Panamanians, and restructuring the DNPS and MIDA to

retain these trained Panamanians after the AID project ends.

abroad. Training shouid be conducted firse ip Panama, with tests
~included in that training helping select those to receive post-graduate
training abroad. Those staff members sent abroad for M.S. training
should return to the DNPS for two months during the academic vacation
period, for specific tasks and in order to maintain their links with
DNPS and Panama. Trainees showing the greatest promise during
M.S.-level training will continue toward the Ph.D., and at both levels
they will be required to write theses on topics relevant to Panamanian
agricultural‘policies.

Project activities could begin almost imnediately. One early task
that will support policy analysis, assist in the ongoing World Bank
Policy ‘studies, and facilitate all of the other work of the DNPS, is the
Preparation of inventories of data, data sources, knowledgeable people,
and short studies of current and long-term concerns and hopes of

Producers of each of the major agricultaral and livestock products.
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INTRODUCTION

Institutions are those social organizations and customs by which
humans set goals, resolve conflicts, and--among other things--get their
policy decisions carried out. This consultant was asked to review and
assess existing mechanisms for setting and implementing Panama's public
Sector agricultural policies. The specific tasks assigned (gee Appendix
A, “Consultant's Scope of Work") include the evaluation of key actors in
supporting policy formulation, and the evaluation of the degree o which
pPresent institutional drrangements support agricultural policy analysis,

The consultant was also asked to assess the degree to which policy
makers and managers understand how to use a policy analysis unit, and to
recommend appropriate institutional changes to improve performance in
sett.ng and carrying out agricultural policy. Finally, the consultant
was asked to outline tecknical assistance and other support that USAID
and the GOP might provide, to strengthen policy formulation capacity,
(Dr. Rafael Diez is providing similar recommendations for increasing the
GOP's managerial ability to implement policies effectively.)

This consultant arrived in Panama on March 8; other members of the
Project Paper team, including senior staff of the Sectoral Planning
Office (DNPS), had already been working on the Project for some weeks,
Prior commitments forced this consultant to leave Panama on March 24,
together with the other consultants, sc certain followup tasks and
wricihg of this Consultant's Final Report were.compleced in Madison,
Wisconsin, between March 25 and March 31. However, substantial parts of
the analysis were written for and included in the draft Project Paper

before the Consultant left Panama.


http:setti.ng

This Final Report begins with an analysis of existing institutions
for establishing snd implementing public sector agricultural policies,
presents and evaluates alternative ways to improve them, and ends with
specific recommendations. It concludes that the DNPS is the appropriate
focus of Project activities, and that technical assistance and other
support of the type recommended in the Project design is likely to
achleve significant improvement in Pansma's ability to formulate and
carry out policies leading to higher growth rates, improved trade

balances, higher employment and lower government deficits.
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IT. INSTITUTIONAL ANALYSIS OF THE PUBLIC AGRICULTURAL SECTOR

Panama's public agricultural sector institutions are a curious set
of organizations, presided over and tenuously held together by the
Minister of Agricultural and Livestock Development. First, there is the
Ministry itself. Most of MIDA's 4500 employees are divided between the
offices of the Ministry in Santiago and Panams City, with the rest in
reg?bnal offices and local agencies. Of these MIDA employees, we were
told that only about 202 are professionals with some training in
production matters, while about 802 are administrative, staff and
support personnel.

The GOP has also created various autonomous agencies, semi-fiscal
or parastatal enterprises that make agricultural loans, do custom farm
machinerv work, buy and sell food, market certified seeds, do
agricultural science research, and so forth. Each of these has its own
budget, for which it negotiates directly with the MIPPE. The Minister
of Agriculture is by law supposed to orient and guide the entire sector.
He presides ex oficio over the agencies' Boards of Directors, but cannot
hire and fire agency Directors. Thev are appbinted by and serve at the
Pleasure of the President of the Republic--just like thé Minister.

In recent years, each of these agencles has allocated resources and
‘as it saw fit, applving policies which seldom reinforced each other. In
part, this reflected weakness in the Sectoral Planring Office (DNPS),
which'has not carried out its assigned coordinating role very well. And
in part the coﬁfusion simply reflected the different ideas of agency
directors as to what Panama's agriculture needs. In addition, neither

the Minister nor any of the Directors receive competent economic
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analyses as a basis for setting policies and priorities. The result is
incoherence in GoOP policies affecting the agricultural sector, and at
times direct conflicts among the agencies.

Some Examples:

For example, ENDEMA owes money to the BDA, and the loan is overdue,
MIPPE will not increase ENDEMA's budget by enough to repay the BPA,
ENDEMA doesn't make enough profit on current operations to repay, and it
is unwilling to reduce current operations by enough to repay the BDA out
of ENDEMA's 1984 budget. However, the BDA wants the monéy nyw, to
improve its collection record and also to carry out its own program.

Thus when the BDA makes a production loan to a small farmer, the
BDA holds back part of the money for tractor services and applies it to
the debt owed by ENDEMA to the BDA. That would be fine, provided ENDEMA
had other resources with which to pay for drivers, mechanics, fuel and
spare parts. It does not. ENDEMA eéxpects customer payments to cover
these, so when the BDA holds back part of the prnduction loan, ENDEMA
comes up short in its current operations. Naturally, as we were told in
the Bank itsclf, ENDEMA has told customers that it can only work for
cash, and not for BpA vouchers.

(I do not know whether the problem is inefficiency at ENDEMA,
Prices too low to cover the cost of machinery services even if they were
performed efficiently, or what. But clearly there is a past due debt
for which neither ENDEMA nor the BDA has made provision. Collection by
withholding at BDA will force ENDEMA to cut services somewhere, which
may be at the expense of BDA borrowers among ENDEMA's customers, MAC is

supposed to analyze ENDEMA and the BDA as part of its work under the
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World Bank TAL. While its task is to adapt agency pPrograms to the new
global strategy, I hope it will also, in Passing, recommend solutions
for these old problems.)

Another example is the Agricultural Research Institute, IDIAP,
which has won considerable prestige for its work. Its own leaders admit
that their research does not reflect current GOP priorities well at all,
For example, Panama has an oversupply of rice. A huge fiscal subsidy
has-kept the domestic support price much higher than world market
prices. Nonetheless, IDIAP puts more effort into improving rice
pProduction than into any other commodity. To its credit, the IDIAP
Planning Department recognizes this inappropriate use of resources. It
hopes to shifte emphasis in future operating plans toward corn and other
subsistence crops, and to potential export crops.

We might.note. in passing, that IDIAP does not have well-trained
agricultural economists on its research staff, as would similar
institutes in the USA or the tropical agricultural centers. Its field
trials of plant varieties tend to reflect purely technical or plant
engineering analyses, but there 1is little or no consideration of the
cost of inputs, of markecing institutions, or other factors that may be
decisive in adoption decisions by producers -~- or in the actual results
that farmers will obtain if they follow IDIAP recommendations,

Planning, Follow-Through and Evaluation

Inside the Ministry and each agency, there are some individuals who
are in charge of planning. There is an annual budgz: proposal, based on
an annual operating plan, which is developed withir each agency. The
budget requests generally add up to substantial increases over current

levels, and some of the agencies make serjous efforts to Justify the
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proposed increases. Unfortunately, ;he overall fiscal situation of the
GOP is very tight. 1In addition, the present budget process does not
make it easy to respond positively even to requested increases that are
very well justified. Instead, each agency usually gets an amount that
is based more on the previous year's level than on anything else.

Someone at MJPPE, generally an accountant by training, routinely
scrutinizes the requests. Within the overall agency budget limit set by
MIP?E. a few salary changes are approved, when they are well-justified,
typically when the employee earred a post-graduate degree and assumed
new, greater responsibilities. There 1s no general provision for staff
evaluation and merit pay adjustments each year.

Neither the agency nor the MIPPE reviewer seems to be qualified to
evaluate seriously any proposed cﬁanges that would increase the budget
by enough to require reducing the budget of another agency, or to
require finding a new revenue source. Nor do any of the agencies appear
to have suggested new revenues themselves~-either as charges for
services rendered or as taxes they could help implement. ( E.g., a
genuine land tax instead of the nominal one now in place.)

Although there is awareness of the need to evaluate the
effectiveness of Programs, there is little effort in fact to do this, or
to redesign programs that are not functioning well. Dr. Rafael Diez

will refer to this problem more extensively in his own Report.

Policy Implementation:

Unce the budget is returned to the Ministry and the agencies, omne
would expect a re-programming of operating plans in order to adjust
planned activity to the level that could be sustained by the actual

budget as approved. However, we were unable to find any cases in which
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this had been done. Instead, especiélly at the MIDA in Santiago, some
employees appear to lack both clearly defined tasks and resources (such
as supplies, vehicles and per diem allowances) with which to work.

Staff salaries appear to be paid faithfully, for those who are in
"slots" approved in the annual budget, and those pay checks are prepared
by the Contraloria General, rather than in MIDA. However, supplies are
almost always scarce. The failure to cut staff and work plans to fit
the;resources available leads to real morale problems and low
pProductivity, particularly for the MIDA staff who are supposed to go to
the field and work directly with producers.

Expense advances requested for trips to the field are reportedly
seldom actually disbursed until long after the trip was supposed to have
been made. Most of the staff are not indepeﬁdently wealthy, so they
simply put off the trip until the expense advance finally comes through.
Gasoline allotments fall far short of those needed to the level of field
work originally planned; a few dedicated senior staff simply provide
their own vehicles and buy their own gas, but most cannot afford this.

Yet nowhere did we tind an effort to reduce the staff to the number
that could be provided with supplies, per diems, gasoline and vehicles,
Nor could we find eny confidence that 1f the staff wvere redu;ed, even by
attrition, the funds no longey paid in salaries would actually be made

available to support the remaining staff in field work.

Special Commissions.

Partly because the enormous Ministry and the autonomous agencies
are not coordinated effectively, the GOP hasg long had the custom of
appointing ad hoc Commissions representing public sector agencies and

private sector producers, to thrash out issues such as support prices,
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price control ceilings, and import and export policies. With DNPS's
help, we found & total of 32 such Commissions currently in existence,
each looking at one trop or one agricultural policy, and nome looking at
the sector or the nationsl economy as a whole,

The Commissions provide a forum of sorts for arguing about poscible
policies. If a consens#s emerges, a subcommittee writes a report and
Commission members sign and and deliver it to the Minister of
Agriculture. The Minister then makes a decision on minor matters, and
On more important issues, takes it to the Economic Cabinet, which

decides-—-not necessarily approving the recommendation of the Commission.

part, at the expense of consumers and anone else not taking part (such

as small farmers).

A 1984 Example: The Rice Commission:

For example, in March, 1984, the Rice Commission recommendad
against reducing the support price, now far above world market levels.
The resulting rice surplus 1s a burden on IMA, which buys it and then
éxports it at a huge loss, covered in part by overcharging consumers for
other essential foods that IMA imports. Instead of recommending lower
support prices, perhaps still high enough to ensure national rice self-
sufficiency, the Commission r.commends that the Gnvgrnment cutting the
embarrassing surpluses by imposing acreage controls. This would clearly
fly 1h the fuce of the recent GOP decisions to deregulate the sector.
Experience elsewhere also allows room for great doubt whether acreage
control would even work, let alone Justify the use of scarce public

sector administrative talemt to try to create and enforce them.
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Perhaps because small farmers v;re not effectively represented on
the Commission, the Report even recommends that no acreage allotments be
given to producers who have Previously planted fewer than 20 hectares of
rice. The subsidy would thus go only to the medium and large growers.
The Recommendations neglect to explain vhy subsidies are needed at all,
or why Panama should produce twice &s much rice as It consumes, if it
cannot produce rice profitably at world prices.

Unions: A Positive Example of sorts:

There are success stories to be found in the Commission efforts;
for example, the Onion Commission played a role in getting some
Producers to plant onions at non-—traditional times so that they would
mature at equally non-traditional times. That makes it possible to
reduce onion imports considerably, yet it was done at price levels that
do not abuse consumers nor produce greazat surpluses of onions. The
Commission also brought out the need to try other varieties for
different maturity dates, and to increase suitable storage facilities.

Nonetheless, the Comnissions aie not a substitute for competent
technical staff work as an underpinning for policy decisions. For
example, most of the recent Commission policy papers examined show no
avareness of the price elasticity of demand and supply. The rice study
fails to analyze the reduction in éversupply that would ceme from
various levels of reduction in support prices. Nor did it discuss which
producers would be forced out of rice production, if the rice support
price:were to be cut toward world market levels, nor what alternative
crops would ke grown on that laand, nor the impact tha; those increased

crops would then have on the supply and demand for the other products.
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Ir short, the effective decision-makers do not have adequate staff
support. What studies they do get have come either from parties with
vested interests or from a Ministry that has little field contact with
vhat 1s really happening in agriculture. A Commission combines the
views of these fgroups and produces a Report, but the samples reviewed
show that it doesc not Produce sound economic pﬁlicy analvses,

The DNPS staff of nearly 80 professionals ig probably larger than
is ﬁecessary for the work to he abead, but most have only the local
" equivalert of a 4~year college degree ’n economics. The staff
themselves are quick to agree that they are rot adequately trained for
their present tasks, let nlone for policy analvsie.

A review of DNPS production shows that some currert effort goes
into the collection of data with which to build a Liprear Programming
Model of the Panamanian Agricultural Sector. This would let planners.
sav how much land "should" be sown te esch crop for optimur land use, if
the entire country were one big state farm. The Regicral Plerning
Department of the DNPS hopes later to-disagpregate this model to the
level of each region. It is difficult to see how the building of such a
model will do anything verv useful in ard of itself. However, the Chief
of that Department suggests that the production cost data gathered as
rawv meterial for the model will be useful as inputs for ather studies,
on price supports or tariff protection. 1'e agree, ard sugegest that the
gatheripg of reliable, solid deta from the field is badly reeded, even
without the "excuge" that it is reeded to construct an elegant but
largely uselese economic medel.

A handful of competent individuals at the DNPS work verv hard to
turn out specific palicy analyses quickly, Urfortunately, thev get no
Support in either career Prospects or salary, and litcle competent peer

reviev of their work. This Preject aims to address both problers.
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Unforturately, ac indicated elsewhere, the present studies are
ofter seriously inadedguate. Important questions are not even asked, and
appropriate policy olternatives are nrot even considered. This can be
remedied in large measure through training, on and off the job.

In gencral, salaries are set wher staff members are first hired,
and there is no arrangement for pcriodic reviev and increnses to reward
competence and effort. DNPS and MIDA staff agreed that the onlv wav to
get,a raise 15 to persuade the Minister of Agriculture to grant 1it,
personally or through cne's superior. Those who do rot beseech do not
obtain raises. While pot uncommon in Latin Arerica, this instituticral
arrangement wastes a lot of time for both Minister and petitioners,
This time and erergy would be spent better if it were used in policy
analysis ard reflection on proposed alternatives.

While the Directorate is barely ahle to begin performing jts jobh
rnow, this Proiect focuses directly or its weaknesses. It contemplates -a
partial recrganization of the DNPS, and the creation of 2 clear career
pattern, with salary rarges, periodic evaluation by superfors, and
salary increases for superior performance. Persons not receiving
"acceptable" evaluations twice in a row would be expacted to resign,

As matters stand, whenever a DNPS staff memher gets experience and
postgraduate training, he is often lured awav to the private sector.

If salaries cannot be tationalized and increased throuphout the publie
sector, then at least something should be dope at DNPS, since a more
modest program for just that Directorate could be approved at the level
of the Minister ag a "pilot project."

Ne one is specifically in charge of handling Ministerial requests
for information and policy analysis, Though frequent, thev are handled
or an ad hoc basis, reuted to whoever appears to be free. There is no

sense that there will 2lwavs be such requests. No staff avre assigned to



handling such reguests. In practice, ir Panama as elsewhere, there are
alvavs requests of this sort by a Mirister, and therefore it would he
2ppropriate to assign sore staff to specialize ir handling these
requests.

The present ad hoc handling of such requests does indeed Jlook like
“putting cut fires," and those whe dn this work canret pet their main
tasks done. However, a separate '"policy analvsis staff" could do both
caréful, reasoned, well-documented analyses of policv problems the
rovernment needs to face jn the future, anrd also supply quick responze
support on policyv issues that the political leaders are readv teo address
now,

Such a staff can even learr to anticipate the needs of the
Mirister--from previous requests ard even from news hulletins on the
radio or in the press. Sometimes 1t is possible to have an analvsie
Pulled tepether and on his desk even before the Minister agks for it,
though I have krown Planning Directors who would walt for a specific
Tequest and then produce 2 well-written report just a few hours after
thg request, for greater effect. (This is ret recommended; it leads the
Minieter to expect impossible response times on other requests as well,)

Policv Analysis and Other Planning Activities: Mutual Support:

Within planring agencics in manv countries, the highest status job
is usually the formulatifor of a multiyvear plan. Vet the opporturity to
nhtain politically difficult policy decisions arises infrequentlv, is
seldom there very lorg, and hardlv ever coincides with a calendar vear.
Therefore, in terms of credibility and usefulness to e government,
tirely resporse to questinns that arise almost rardomly thrcugh the

Year, is the work moest appreciated by political decisionmakers. This



response is therefore the key to‘eveétually obtaining adequate budpet
rersources, salary adjustments, per diems paid or time, and whatever clse
the planring office needs te funceion gffectively.

Policy analyses are rot just things of beautyv, to be adrired in
themselves. Their value resides solely in their use by governments as
the basis for making sound pelicy decisions. 1In any democratic
rovernment, there cre only accasional "windowe of opporturity” in which
transitorv rolitical combinations and public support make it poss‘ble to
make difficult policy decisions and ta implement them. It is v!tal that
the government be able to obtain solid analvses of pnlicy options when
thev are needed, and this is seldor on a calendgﬁ year basic as with
budgets and arrnual operating plans,

For the gonod of the country, and for the good of the planning
agency itself, therefore, it is recorrended that the DNPS cronte a
policy analvsis unit, for wvhose staff one principal task is tn prenare
quick and professiorrl responses to information aprd policy analveie
requests from the Minister. Creation of such a unit will never
eliminate the late-hours and weekend work required tc deal with some
requests properly, but it will at lenst make it possible to de such work
professiorslly,

When not working on ministerial requests, the staff of this unis
should work on data ga2thering and analvsis of problems which are likels
tc appear as requests in the near future, They chould alse, of course,
be responsible for the policy analysis portiors of the annual, multivear
and regional operating and investment plans, reinforcing the staff of

the Departments responsible for producing those products.
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3. ALTERNATIVE SOLUTIONS TO THE PROBLFMS FOUND

The gencral ineffectiveness in policy implementatior will be dealt
with in a parellel Project Component, and ir a Consultant 's Peport bv
Dr. Rafael Diez, while some of the most serious data problems will be
cnvéred by Mr. James French. In this report, we feocus on Panama's
present lack nf qualified persons capable nf aralvzing agricultural
policy problems and fermulating alternative policy choices by which
decision-makers could address those problems.

Basically, there are only three ways Penama can resolve this lack.
Consultants can be imported to do the studies, qualified Panamaniars can
be identified and recruited to do them, or quelified Paramaniarns cap he
trained ard provided an appropriate institutioral setting in which tn di
the work.

The first approach is essentially what is being done right new,
urder the World Bank's Techrical Assistance Loan. Foreign consultants
have been hired to conduct studies of price pnlicies and varinmus other
topics, ircluding the mandates and operetions of the autoromous
agencies. In 2 second phase, foreign corsultants will be hired to
advise on implementing the recommendations made in the first phase,
This app?oarh brings in cualified persons, and thev make the hest study
they ‘can with the data already availsble, ir the limited time cllocated
for these contracts. Panamanians perticipate as counterparts and

assistants, but the specific study is the product and training is only
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a secondary e;pect. or bv-preduct, oé the process of making these
studies

The second alternative would search for Panamsnians now vorking ip
fr outside Panama, compatent to de policy aralyses, and recruit them to
work in Panama as a permanent policy analysis ream. There are & few
well-trained and highly-regarded Panamanian ecorormists, who wark for
international orgenizations. They might well be sent to other courtries
as consultants or members of World Banlk ard IMF teaws. Fowever, they are
earning salaries well above anything that the GOP ig likely to be atle
to pay anytime soor, though not more “har is being paid te the
consultants being brought ir tec do the first batch of studies. It ig
extremely unlikely that enough of these Panamanians can be recruited and
persuaded to accept fu}l-time posicions at salaries che GOP can afford
to pay, to form an Agriculcural Policy Analvsis Unit.

The third alternative would look for quaiified staff economists in
Panama, and train them in economics at the post-graduate level, until
they were able to design and carry out compentent policy enalvsis
studies themselves. This approach has the obvious advantepe of Creating
8 permanent capacity able to hardle most of the needed analvees, and
well-familiar with the daca. instituticns, and historv sssociated with
each problem to be aralvzed. If such staff analysts could be irsulated
from partisan, commercial or family pressures, not alvavs easv ir g
country with only two million irhabitants, their work should he superior
to thrat done by short-term foreign consultants, and less expensive as
well, Nenetheless, it will not be easy nor quick to locate and train

such a staff, and it will be impossible to retain them once trained



unless there are substantial improvements in the salary and other
arrangements for their employment.

On halance, this Project Componert opts for the third approach,
seeking a significant increnase in the supply of well-trained economists
and attempting to achieve a Supportive working envirorment that will

make it possible to retain most of them, .
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4. RFCOMMENDATIONS: INSTITUTIONAL ARRANGEMENTS

a. Possible Alterratives.

If a policy anralvsis capability is to be creatred, the logical
first questions are "Where?" and "How?" The second question will he
adcressed in the prext section, on Technical Aseistarce and other Project
Inputs. Firse, however, let us review tha alterratives for the locatien
of a Policy hnalysis Unit,

| The first possibility would be to create an independent unit,
outside all existing Ministries. 1In effect, it would be nnother
autenomous agercy in the agricultural gector.

A second possibility would be to create such 2 uvnit irside the
Ministry of Planning and Economic Policy (MIPPF). On paper, this wculd
not be an unusual arrangement, and its proximity to the Budget process
would ersure that its advice was associated with prlitical "clout."

A third possibility would be to create such a unit in the Ministrv
of Agriculture (MIDA), attached te the Minister as a staff or advisory
unit. This would ensure direct lines of communication with the
Mindetar, and through the Minister to the Ecoromic Cabinet (and in the

near future, to the Legislature as well).
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& fourth possibility wnuid be t; create such a urit in the National
Directorate for Sectoral Planring (DNPS), either as part of sn existing
Department or separately but at the level of other Depa}tments.

A fifch possibility would be to create the functfon but not staff
it, telling existing Departments of the DNPS to assign staff as needed
to carry out policy analyses, in addition to their other duties.

b. Evaluation of the Alternatives:

The first option, a totally independent Policy Analvsis Unit,
does not appear to be a viable solution. It could “"work" g0 long as its
head had the political confidence of the Presidert, but it would tend to
he seen as the instrument of the person or persons heading it, rather
than as a regular part of the Government. 1In turn, the head of such a
unit would need to be more politician than economic analvst, to defend
the unit itself in the budget nrocesg. It would be relatively difficult
for such a unit to do an analysis that showed conclusively that the
policies which political leadevs want to pursue, were bad policies.

The second option, a unit within MIPPE, does not seer to be of any
interest to the GOP. MIPPE is no longer as powverful as it was just a
few vears ago. The Director~Gereral of Economic and Social Plarning
stated flatly that MIPPE does not have the stzff and hee ro interest in
taking on the.problgm of amalvzing agricultural policies in anv depth.
This does not appear to he an attractive option,

The third option, a urit attached to the office of the Mirjster of
Agriculcure, has some merit, Such a relationship would ensure access to
the Minister by the analysts, ord vice versa. On the nther hand, che
Minister alwavs has the authority to emplov several advisors of his

Personal confidence, and to wark closely with them on the most important
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matters. The purpose of Creatirg an.Agricultural Policy Aralvsie Unit
is to ensure the creation of a standing capacitv to make such analvses,
repardless of which person happens te he Minister at ary given time,

In addition, various interviewees and DNPS Department heads suggertead
that if the analvsis unit were placed at the Ministerial level, it could
use its privileged ecress to dominate and relegate the DNPS to a
secondary role,

The fourth eption, assigning this unit to a Department within the
DNPS, has the merit of giving a stable, clear-cut location to the Policy
Analysis Unit wi“hin the orgarization whose mandate includes providing
advice to the Minister of Agriculture on ecoromic matters.

The Director of the DNPS {is formally interposed hetween the Mirister and
the Policy Analysis Unit, making it possible that this pérson look to
the appropriate bslance between human resources assigned to shore,
medium end long~run policy studies and to other DNPS tasks.

The fifth option, assigning the function to existing Departments of
DNPS without a clear separation of duties among furrtionaries, has the
merit of allowing staff to be assigred at any giver time teo whatever
Seems most urgent. Tt also has the clear disadvantage of lacking clear
lines of responsibility if the policy analvses are nct competent, or if
thev are not completed in a timelv wav,

This fifth option is actually the preseﬁt arrargement, clearlv
unsatisfactory. The Minister regularly demands information or comments
or analyses of the DNPS, and they tend tc bte dealt with on a "crash"
basis because there is no institutional capacity built and destined

specifically to these tasks.
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Observers ard the senior DNPS staff agree tnat they often seem to
be engaged in "putting out fires." There is rething wrong with
extinguishing fires in a modernr society, but there is a big difference
between the amateurish work of a velunteer fire companv and a modern
professionel fire department. We see the latter as the more appropriate
model for a Pelicy Analysis Unit.

Ir conclusion, we recommend that the Policyv Analveis Unit* be
locéted within MIDA, anc specifically that it be established at the
Department level within the DNPS. There were no interviewees opposed to
this, and many gave reasors to favor {t.

d. Comment on the recent Reorganization of the Agricultural Sector:

The MIDA has recently implemented a reorganization, under
which the techrical specialists in the field are hencefarth to work
under the executive authority of Regional Directors rather than the
national Directors for their technical specialtv. This arrapgement hasg
much to commend jrt.

At the same time, the Sectoral Plarning Office has been told that
it nust "coordinate" the planning offices withir cach of the autonomous
agencies, to put an end to the present tendency to work at cross
purposes. Basically, the National Directorate for Sectoral Plenrirg,
while nominally part only of MIPA, is to issue normative guidelines to
all of the planrers, who in turn are respensible for interpreting chem

to their respective agencies ard seeing that budgets ard operating plans

* Other suggested names: Policy Analyvsis and Studies Unit, Fconomic
Studies and Policy Analysis Urit, Current Economic Studies Unit -- g
poor translatior of Estudios Conyunturales.)
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are consistert with these norms. There will likely he a similar reed
for "coordination," though not hierarchical lines of cormand, from the
DNPS to fhe planrers assigned to the major regional offices of MIDA.
This approach is sound, and should be strenpgthened as the DNPS
grows in its own competence and self-confidence. Meanwhile, planners
attached to TDNIAP and the RAP stated that they accept the sectornl
approach and welcome the collegial guidance from DNPS in their own work.
We do net recommend any furtﬁer change in this reorgarication,
other than the creation of the Policy Analvsis Unit within DNPS. Vhat
matters 1s thdat there be 2 unit that ecan and does give the Minister, and
through him the éOP. competent economic analvses and policy alternatives
amoné which to choose, on a timely basis rather than as rart of the next

vear's Annual Operating Plan or another meior document.
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5. RECOMMENDATIONS AND INSTTTUTIONAL ARRANGEMFRTS:

Much of the material written on this subject has also been
incorporated in the draft Project Paper. For exanple, the following

language was suggested:

ii. FPesponse to the Problem

a, Creation of Agricultural Policy Analysis Unit in the National

Directorate of Sectoral Plarring (DNPS) of the Ministry of

Agricultural Development (MIDA)

The Government of Panams, spokesman for the private cector, and the
Mission are all persuaded that the revitalization of Panama's
agriculture depends critically on the ability of the government to set
sourd agricultural policies, with clear market-oriented "rules of the

game" and apprepriate price incentives.
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In addition, the size of Panamz’s external debt forces the COP to
pursue increased exports, pushing producers toward being efficient
enough to compete on world markets. At the same time, the World Rank
TAL Document states that the GOP and the private sector appear to fpree
that tax burdens are as high as they can go prudertly (at about 202 of
GNP), so the only way to deal with the fiscal budget deficit 1s to cut
public sector expenditure.

.'Nany of the more attractive targets for expenditure cuts are in the
agricultural sector agencies. The state-owred sugar corporation rurs an
arnuval deficit of $37 million, largely to pay off past investment
credit. This is more than half of the deficits of all the state
enterprises taken together. The state food marketing ogency, IMA, needs
as much as UISS2 million in subsidies to pay high support prices to rice
growvers and then =ell the resulting rice surplus abroad, for leee.
markets.

The GOP pavs both state and private banks a 3 subsidy on
agricultural Jeans, so that the lender pets 12% interest, though the
borrower only pays 9Z. The state-gwned farm machinery services company
is deeply ir debt to the agricultural bark, which in turn saye a leck of
money sometimes causes it to disburse loans too late for planting,
Clearly, there is a real lack 0of coordination and plarning, but the
high-level decision-makers vho laid down the new, market-oriented
guidelines for Panama's eeonomy do not have the time, staff or expertise
to design the detailed policies to implemert the new strategyv.

In the short rur, World Bank TAL/SAL consultants (MAC/Minnesota)
will help advise the Ministry and the autonomeus agricultural sector

agencies or & strategv to implement the new policy guidelires in each
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agency's operations. The role of this USAID project is to help create
and institutionalize Panamanian capacity, so the DNPS {rgelf can help
design and implement appropriate policies in the future,

In focusing on the crer~tion of a Policy Analyvsie Unit within the
DNPS, the Mission has been influenced both by previous consultant
studies in Panama, and the recenc regionuvide evaluation of agriculcural
sector planning activities,

.'One xey of that evaluation is that if policy analvsis and planning
pProjects are to be effective, attention must he given to the dexand for
irformation and analysie by decision-makers. The evaluatior concludes
that 2 lack of demend has been the central conctrairt to effective
agricultural sector plarnirg in the past, and suggests that
AID-gupported activities be geared e-plicitly to the gereration of
demand for such services, As a result of the macroeconomic crisis in
Parara, there is considerable demand for information and an. ssris right
now, and this should facilitate implementatrion of this Project. Alwro,
the Project is designed censciously to stimulate »dditional demand in
the future, by providing a superior service.

(At this point, I inserted 8 paragraphs frem a recent Peru Project
Paper, summarizing AID's experience with plarning agencies in Latin

America.) Suggested language for the Panamarian Project Paper contjirues:

* Riordan, James T., "Evaluation of Agricultural Sector Plarning
Activities in Lotin America and *he Carirbean, Final Report," Abt

Asscciates, Inc., Cambridge, Massachusctts, June 1982,
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iii. Institutional Arrangements

The Project will suppert the creation of an Agricultural Policy
Analysis Unit withir the National Divectorate of Sectoral Planning,
DNPS. This Unit will in effect be the staff support ton the Minister of
Agriculture, and through the Minister, to ti‘e Economie Cahinet of
Panama. The Urit will respond directlv to requests for short-term
analytical assistance of the Vice-Minister. other Natioral Directorates,
and;ocher staff offices as directed by the Director of DNPS. Tt will
draw on other MIDA and DNPS Directorates as needea, Jurt as those units
will receive help on policy anslysis in their own work,

The Agricultural Policy Analysis Unit itself will be relatively
small in the total staff of the DNPS (abc.t 10 professionals, out of
some 80). Some 0f the early work will he dore by resident and
short-term consultants, but by the end of the Project all of the
professionals should be Panamanians, trained at least to the M.S. level,
and about half should ke wvell along toward the Ph.D.

a. Work of the Apgricultural Policy Analysie Unic:

The Agriculturel Policy Aralvsis Unit staff will be working
simultanecuslv on several levels at any gilven time. Requests from the
Minister or the Feonomic Cabiret for pelicy studies for immediate
application will normally have the highest priority, followed by other
short-term needs of other DNPS and MIDA units. The remaining available
time will go into medium and longer-term studies of specific policy
questions that DNPS and the Unit itself havé idertified as prioricy
issues of importance in coming years. Naturelly, these latter outputs

will normally be published as they are completed, but in many ceses they



ray become parts of arcther document of the DNPE, such as a strategy
study or an indicative plan for the rext twe or three vears.

b. Definition of "Agricultural Policv":

The Agricultural Policy Analysis Unit will provide needed advirory
services to the Minister of Apricultural and Livestoek Development on
matters of agricultural policy. For present purposes, "agricultural
policy"” includes all economic policies that bear on the rerformance of
the;agricultural and livestock sector. It is not limited to those
policies within the preview of the Ministry and the autonoraus agencies
of the Sectonr, such as support prices, interest rates on Agricultural
Development Bank loans, and rates for agricultural machinery services.

Rather, the concept also includes policies in other sectors that
have significant effects on agriculture, such as taxes, incertive laws,
protective tariffs and rontariff barriers, restrictiors on exports,
minimum wage and other labor laws, consumer price controls, etc. For
this reason, the Urit will be expected to mairtain clese if informal
liason with the Ministry of Planning and Economic Policy (MIPPE) ard the
other ministries represented in the Fconomic Cebinet.

c. Documertation and Evaluation of Unit Prcduction:

To document the usefulness of the Agricultural Policy Analysis
Urit's responses to requests, a Log should be maintaiped by the Unit.
Each request chould pe recorded with irformation en the persen (and
office) requesting a service, form of the request (phore, letter, etc.),
date received, 2 two or three-line summary of the request. staff person
assigned to deal with it, date on which the Unit replied, a few lines
with the gist of the reply, and notes as to any feedback, commerts or

action which came of ft. The irformation in this Log should be
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tabulated, summarized and included in a periodic report to the DNPS

Director.

The Director of the DNPS, together with any residert adv}sors to
the Policy Analysis Unit financed by USAID, would report to AID by
letter at least once a year. They would describe the highlights of this
short-term response activity, with their own evaluative comments on its
usefulness. To help USAID design future grants of this sort for other
countries, these letter reports would include an estimate of the role
that Unit responres appear to have played in actual pelicy decisior and
in the subsequent implermentation of those decisions,

d. Coordination Mecharism:

The GOP has set up several institutional mechanisms to attempt to
coordinate action of the puBlic agricultural sector, and to provide a
rore efficient mears whereby the private agricultural gector can take
part in the discussion of policies before fipal docisions are made. The
mechanism that brings together representatives of the public sector
agencies seems to be working reasonably well; this mechanism will
probebly be scrutinized more closely bv the MAC/Minnesota team in the
World Bank's SAL/TAL proiecet,

However, on the eve of the rational elections the other mechanisms,
vhich include private sector represertatives, are regarded ag political
2nd are not in fact operating. This seems to apply at both the naticnal
and the regional levels. After the governmert elected in Mav, 1984 hag
taker office (in October 1084), it will undoubtedly estabiish new
mechanisms similar to those now existing on paper. This Project also
inclvdes a component specifically aimed at improving the private
sector's own ability tc analyze public agricultural policies and hence,

to take part in the debartes.



iv, Outnuts

Th2 Agricultural Policy Analysis Unit will produce three broad
clesses of outpute:

a. Erief memoranda to the Minister, Vice-Minister, National or
Regional Directorates and other DNPS and MIDA staff offices. Theée will
tygically be responses to immediate, pressinp issues, and replies will
stress relevant facts, policy options, and the implications of each
possible policy decision for other key issues of policy and strategy.
Tvpical examples might have to de with support prices for rice, producer
demands for specific changes in tariffs for agricultural inputs and
products, or interest rates for agricultural production leans.

b. Keports of medium and longer-range poliecv studies. There will
usually be published widely for discussion and reflection in both the
public and the private sectors. In at least some cases, they may be
researched and published jointly with MIPPE er nther entities of the
putlic or private sectors. One possible example would be a careful
review of protective tariffs and ror-tariff barriers applied to
agricultural products, with a vieuv to reflecting the market-oriented
strategy announced by the GOP. (Such & study would bﬁild. for the
agricultural sector, oﬁ some of the AID-furded work now oeing done at
MIPPE on trade questiors, as well as on the studies being prepared by
the University of Minnesota under the World Bank Technical Assistance
Loan.)

c. Policy analyses that are part of other werk by the DNPS and

KIDA, and thet appear as part of Annual Operating Programs, Arnual
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Reports, and Indicative Development élans or Strategv documente lnoking
ahead several years in Panama's development. One likely example would
be a study analvzing the cost of various cptions (o dealing with the
high-const state-owned sugar complexes. Decision must be made soon, and
vill have to be reflected in &nrual budgets and public sector investment
decisions. Other entities will specify some of the technical
alternatives, but the Agricultural Policy Analysis Unit would be
respbnsible for some of the economic questions, such as projection of
world suger market prices, the alternative emplovment options for
redundant employees, the opportunity cost of lard and equipment used far
sugar production, the choice of discount rates, ard the internal rate of

return required tn justify capital investments.
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b, RECOMMENDATION: TECHNICAL ASSISTANCE, ETC.

The following language was suggested for inputs for this Component:

V. Inputs (Poiicv Analysis)

Ttem Years:

Resident Pnlicy Aralvsts

a. Senior Economist (person months)
b. .Second Economist ( " ")
Short Term Consultarts ( " ")
a. Hired by the Project

b. Hired by the Policy Analysis Fund

Training Prozram

2. Courses in Panama (course mos.)

6

12

2

12

10

2

12

12

4

12

12

4

b. No. uof trainees starting training abroad each vear:

1) Toward M.S. degrees
2) Toward Ph.D. degrees
(after petting M.S.)
c. MNo. of Persons abroad each vear
(M.S. 2 yrs, Ph.D. 2 vrs more)
d. No. of Person-mos. abroad
(2 mos/vr working in DNPS)
Cther Project Flements
a. Procject vehicle
b. Microcomputer
¢. Word processor for rapld response

d. Supplies not available locally

3

30

1

x

4

1

&0

2

1

80

40

Totals

48
48

20

14



e. In-country travel (p/day) . 100 100 150 158 isp 700
(COP contribution: 107 152 207 257 130%

f. Journal subscriptions, etc. X % X x x

%.. Publication e:xpenses x x x x x

h. Salary Supplements/Overtime pay Y. b4 st ¢ x

(mainly for bilingual staff)

Component Rudget Years: 1 2 3 4 5 Totals

(AID Share, thousanrds of dollars)

1. Pesident Policy Analyvsis

2. Senior (100/yr) S0 100 100 100 50 400
b. Junicor (70/y;) Mmoo 70 70 0 280
2. Short term consultarts (10/p.m.) 60 100 60 220
Aid Share of Ag. Policy Aralysis Fund 45 56 36 137

(decliring share)

3. Training Propram

a. Courses in Parama (3/course/mn.) 10 10 20 20 10 70
b. Trainees abroad (1.7/mo. abread) 51 136 136 68 34 428

Plus extra round trips, w/familv

4. Other Compowent Flements

a. Project vehicle 10 10
b. Microcomputer H 10
c. Word processor 2 2
d. Supplirs not avail. locally 2 2 2 2 2 10
e. In-country travel (avgp. §47 /dav) 4 & 6 5 5 26
(AID share, decliring, rourded of f)
£+ Jeurnal subscriptions, hooks, ete. 0.5 0.5 0.5 0.3 0.2 2
£+ Publication of studies ¢.5 1.5 1.5 1.5 2 7
h. Salary Supplemert/Overtime Pav 2.4 4.8 4.8 2.4 2 16

Total, AID Contrikutien (000) $272 431 4L4e 325 141 21,615



- 39 -

.

GCP_SHARE OF PROJFCT BIMGET (THIS COMPONENT) (thousnnds of Balbnas)

Item Years: 1 2 3 4 S Totals

1. DNPS Personnel
a. Serior (Lic, + M.S. + exp.) 1 1 4 S 6
¢. Junior (Lic. only) 6 6 4 2 2

(It is assumed that in vears 4 and 5 a few of thoge returning wich
M.5. degrees will be "lost" to other ports ir DNPS nr other Sector
. agencies or to the private sector, but the permanent level of
"slots" for this unit will be 10, divided as shown in vear 5 of the
Project. Includes salaries for those currently studying abroad.

Item Years: 1 2 3 4 5 Totals
Estimsted Salaries and Benefits
2. Senior (2/month) 26 24 96 120 144 408
b. Middle (1.2/month) 14 43 43 29 )4 ia3
s €. Junior (0.£3/month) 60 60 40 20 20 200
Sub-Totals B. 98 127 179 169 178 751

(This assumes soue improvement in pay at the more serior levels, over
present practices in MIDA. Tt is not a large item until! later vears.,)

2. GOP Share of Short-Term Consultants

- (Agricultural Policy Analysis Fund): - - 15 246 a4 63

(A= 7 of total APAF each vear): - = (25%) (30%) (400 -

3. Office Space (est, R.2,000/morth) 26 24 26 26 24 120
4. Office Furniture (est. B.800/person) 8 - - 1 1 16
5. Office Supplies (est. B.2,000/vr) 2 2 2 2 2 10
6. Secretaries (2), driver 2. 20 20 20 20 100
7.  Typewtiters (3) 1in vr. 1, (1) in yr.4 3 - - 1 - 4
8.  GOP Sheare of field work per diems 0.5 1.1 1.5 1.8 2.1 7
Q, GOP Share of journals, books, etec. 0.2 0.2 0.2 0.4 0.4 ]

TOTALS (Balbeas 000) 156 174 242 243 251 1,064



TOTAL COMPONENT BUDGET ’

Source Years
USAID Contribution
GOP Contribution

Totals (000)

Now, assume a 7% annual

rate of inflation. Factor:

All costs are affected except
those in year 1.
1 ]

This adds (totals):

TOTALS, WITH INFLATION

USAID Contribution
GOP Contribution

Totals (000)
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PLUS INFLATION ADJUSTMENT

1 2 3 4 3 Totals
$272 431 446 325 141 $1,615

156 174 242 243 251 1,066
$428 $605 $688 $568 $392 $2,681
1.00 1.07 1.14 1.23 1.31 -
$§ 0 842 $96 8131 $121 $ 390
$428  $647 $784 699 $514 $3,072
§272 S$461 $508 $400 sles §1,826
156 186 276 299 329 1,246
$428 5647 $784 $699 $514 $3,072
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NOTES TO INPUT BUDCFT ITEMS

l. It is assumed that the Project begins nct later than Oct. 1, 1984. Note

that the exposition shows first the physical quantities—person-months,
etc., and then a second table indicates the dollar amounts. Note also
that a general inflation Provision appears at the end of the tebles.

2. Resident Policy Analvsts: It is assumed that ore of the resident

advisors is recruited and installed in Panama by October 1, and the
second arrives six months later. Likewi;é, as the project winds down

ir the fifth vear, one leaveﬁ at midyear (i.e., Mey) and the other stays
until year-end. For budget purpeses, it is also assumed that there are
perhaps four persons, each serving approximatelv two years, as it seems
unlikely that well-qualified individuals will agree tn serve for four

consecutive years,

3. Stipends and fringe benefits: This Component requires resident advisors

who are economists of sufficient experience and stature (see Appendix)
that they can command interrational organization salaries and fringe
benefits. ‘that translates to salaries, medical insurance, cortribution
to a retirement plan, relocation allowances, school allowances for
dependents, home leave, packing and shipping costs and dutvfree import
arrangements for personal and household effects and a car for family
use. Assuming that these advisors will have duty-free import
arrangements as a result of their associatior with an AID project, the

rest of the package will cost approximately $100,000/year for the more
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senior advisor, and $70,000/year for the less senjor advisor. 1If the
Project 1s required to pay import duties on car, personel and household
effects, this budget item will need to be increased approximately
§10,000 for each two-year advisor term, or $40,000 overall.

Short-term Consultants: This componert will begin with consultants hired

directly by the Project. However, as the DNPS staff gains in experience
and.as the Project reaches mid-point. short-term consultants will begiv
to be hired by the DNPS with an Agricultural Policy Analysis Fund, to
which AID will make descending contributions and the GOP will make
contributions that rise from 257 in the first year (year 3 of the
Project) to 40% by year 5. It is expected that as trained Panamanians
return from abroad, the need for short-term consultants will decreese.
The Fund should be able to operate after the end of this Project with
about the $24,000/year which GOP contributes in Project Year 5.

A total of 42 person-months of consultants are contemplated. In
addition, anv savings or overruns in the Resident Advisor lire item as
a result of the contract terms necessary to hire specific advisors, will
be added to or subtracted from the AID certribution for consultants.

It is assumed that consultants are employed directly by the Project
or by AID or that a contractor with relatively low overhead is used for
the purpose; on that basis, an average of $10,000/person/month should
suffice to pay honoraria, travel, and per~diem for periods of two weeks
to.tﬁo months. If the overhead is sbove about 10%, then this item needs
to be raised. The consultants may be Paramanians or expatriates., It
appears that Panamanian consultants of the calibre needed are rot

significantly less expensive, except for travel and per-diem.
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5. Training Program in Panama: The Project should begin with a short-course

conducted in Panama. This course, probably of three or four weeks,
would help prepare those already selected for study abroad, for the
rigorous pace of graduate study. It would include frequent quizzes and
a writing project, which would be graded. It should be announced from
the start that participation in this course is a privilege, for which
DNP$ staff should apply, that grades will be given, and that they would
be considered in the selection process for staff t. be trained abrond.
The evaluation results would also become part of the staff member's
personnel file, and eventually should bear or salary and promotion.

The subject for the first course should be chosen according to the
priorities of the GOP, but one suitable topic would be the Evaluation
of Investment Proposals. Obviously, this would merely begin to cover
the topic, but it would go far enough to set the "tone" for what is
hoped will be objective, rational decision-making in policy matters.

In addition to the usual treatmert of cost projections, discount
rates, price forecasting, etc., some time should be devoted to the cost
of obtaining investment funds. That is, a review of the sources of
external and internal finarce, including the indirect and compliance
costs associated with taxes and phe macroeconomic problems stemming
from excessive borrowing, at home and abroad.

Another topic suitable for an early Course would be agricultural
price policies. éowever. it is assumed that there will be a Seminar or
Conference about October, 1984, organized by the Minnesota/World Bank
team for discussion in depth of the studies conducted this vear, and

this topic will thus have been covered fairly thoroughly.



- 44 -

It is suggested that two short courses of four weeks each be
mounted in each of the first two years, and that as the Project reaches
midpoint in year three, there be two courses of eight weeks each, aimed
malnly at reducing the number cf staff that need to be sent abroad for
M.S. level training. In the fifth Project year, there would again be
two four-week courses. By this time, it is assumed that there may well
be aﬁ acceptable M.S. program in Panama as well, or that other public
or private organizations may be offering suitable short courses.

6. Training Abroad: Clearly the prospect of obtaining a M.S. or even a Ph.D.

degree abroad is a strong incentive for DNPS staff members interviewed.
There is a M.S. program in Management available locally, and INCAE has
just relocated its M.B.A. Program to Ser Jose. However, there is no
solid opportunity for post-graduate training ir economic analysis

in Panama, and the onlv such program feirlv close geographically is that
of the Universidad de los Andes in Boagota.

For the Policy Analysis Unit, the focus of this Component, the end
of Project assumes a staff level of ten economists. Of these, at least
six would have at least a M.S. degree in Economics or Agricultural
Ecenomics, and at least four would be well on their way toward a Ph.D.
Two more wculd be currently enrolled in a ¥.8. program, and two junior

staff with only the Licenciatura in Economics or Agronomia, would be

getting on-the-job experience before starting their own M.S. trainirp.
Both to facilitate retention of those trained abroad, ard to lower
the cost of this Component, it is recommended that M.S. trainees be
kept on the payroll, rather thar being on leave, and that they be
required to recurn to Panama to work during two months of the acedemic

vacation wherever thev are studying. (The Project would pay for travel
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for the entire family for this purpo;e.) The Policy Unit of DNPS would
have to plan specific tasks for them, and at the same time the trainees
would not lose touch with their colleagues and the reason they are in
study abroad. In addition, with the assistance of the Resident Advisors
DNPS would prepare specific research and analytical tasks for the
trainees to carry out at their universities during the second half of
their M.S. training, as term papers or as a M.S. thesis. Thus they
would return with useful work for DNPS (e.g., on forecasting world

sugar prices) that can be done more easily abroad. (The DNPS also thus
obtains a little free consulting from the trainees' professors.)

Ph.D. training. For Panama to have its own analvtical capability, the
GOP clearly needs trained economists at the Ph.D. level. However, not
all Ph.D. recipients are competent or even interested in policy
analysis. Likewise, some very competent analysts do not have that
degree. It is thus recommended thar although the Ph.D. be the goal for
senior analyvsts in this unit, there not be a strong push to attain many
doctorates duinrg the 5 years of this Project. Rather, with the aid of
the Resident Advisors and the short-term consultants, those who have
done superior work on a M.S. degree and who are genuirely interested in
the further effort needed for a Ph.D., and who appear likely to remain
at the DNPs; would be assisted toward the highest degree. As a mere
projection, I expect that one pers;n at most will attain this degree by
the end of the Project, but that two or three more will be ABD: that is,
will ‘have completed coursework and passed preliminary examinations..and

be working on thesis Projects as part of their work at the DNPS.
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8. Other Project Inputs., These are fairly obvious. The vehicle to be used

by the Policy Analysis Unit could be brought in during the first or
second year, depending on how soon adequate maintenance facilities are
available. Likewise, the microcomputer could be installed inp the first
or second year, but if it is easier and cheaper to install all the
micros and word processors at once, then the timing for the others in
the project would be decisive. (This decision may slsn depend on where
DNPS and MIDA are to be loceted, and when any move will take place.)

If the Project is unable to arrange duty-free import for the personal
vehicles of the Resident Advisors, an alternative wotld be to bring in
two more Project vehicles (total of 3 for this component), assigning two
to the Resident Advisors for personal and family use. One would still
be needed for Policy Unit business.

Word Processor: There will be other word processors provided for

DNPS, but it is strongly suggested that one be dedicated to the Policy
Unit, ensuring that a resporse to a Ministerial request is never held up
because of a typing bottleneck, If the Unit must get in line for the
use of a pool, experience Sugrests that responses will sometimes be held
vp while a higner-ranking staff member in another unit gets his tvping
done--and the alternative of giving the Policy Unit an automatic top
priority could cause great resentment in other Departments.

Supplies: While the GOP will provide most office supplies, again
experience suggests that there will always be some items simply not
available locally or through regular provider channels. A small fund

for these items will bring software, teaching materials for short
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courses, and other items not readily ohtainable locally or wot fitring

in the current GOpP budget allocatien for this Unit,

In~country Travel: Staff of the Policy Unit, like other DNPS

staff, :.iould be encouraged to spend time in regular visits to regional
offices of MIDA and sgricultural sectoxr agencies, and to producers
(large, medium and small, including the asentamientos as well). Since
recent GOP budgets for this purpose have been inadequate, and that
cannot be cured very quickly, a separate fund is provided for this Unit,
to which the GOP is to make a contribution increasing each vear. By the
end of the Project, it is assumed that the travel expenses appropriate
to continuing operations will be adequately funded by the GOP., This
item is for the Resident Advisors, Consultants, an& Unit DNPS etaff,

Journals: This is a small supplement to the subscriptions that
should be included {n the Documentation component, for journals that
DNPS and the Resident Advisors consider especially relevant for policy
analyses. There are various good ones; the Journal of the American
Agricultural Economics Association would probably be the first. DNPS
and the Resident Advisors should also ask the U. §S. Embassy (CAO0) to
help try to find someone in the U.S.A. willirg to donate a collection
of back numbers (U.S. tax deductability can be arranged),

Publication Expenses: While the MIDA has 2 small budget for

printing and binding, we envision a level of production of policy
analyses that would probably exhaust the regular budget. Because there
is a need for policy analyses to circulate widely, in the private as
well as the public sector, before critical decisions are made, the

Project includes modest funding so that the cost of publication is
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never a valid reason for not circulating the work of thig Unit.
We note also that if the DNPS has a series of publications, it cun get
free subscriptions to the output of many similar agencies elsewhere on
an exchange basis, thus building the DNPS library at low cost.

Salary Supplements/Overtime Pay: We hope that salary adjustments

for returning trainees will be made routinely after the Project is well
undgr way. However, at first it may be necessary to provide small
supplements until vear-end in some cases. In addition, the Unit should
have at least one and preferablyv two bilingual secretaries, who mav not
be available for what MIDA can afford to pav at present. A small fund
is cvherefore provided to help in hiring such staff, who would serve the

Unit, the Resident Advisors, and the Consultants.
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OTHER COMMENTS ON TRAINING AND RESIDENT ADVISORS IN THIS COMPONENT

Fringe Benefits for Resident Advisors

The resident advisors are assumed to be contracted under Personal
Service Contracts or similar arrangements which confer, at a minimum, the
right to bring in reasonable personal and household effects, including an
automobile, without paying customs duties. It is also assumed that these
persons will be entitled to make reasonable use of Commissary facilities such
as those used by AID contract personnel

If these assumptions are ircorrect, and the resident advisors are to be
treated just like anv civilian personnel thrt might be hired by a private
company for work in Panama, then the budgets would reed to be modified to
allow either higher salary or higher reimbursements to cover duties onr the
importing of personal and household effects and an automobile, and any
estimated difference in the cost of living. (Gasoline is one obvious price
distortion between the two arrangements.) This might require the addition of
approximately $10,000 for each advisor's term of dutyv, most of it to be
disbursed hv the contractor in the first year,

In the private sector, emplovers normally reimburse expatriate employees
for whatever customs duties are charged on their incoming household snd
personal effects, including a used automobile. We could do this in the
present Project, but it seems rather strained--increasing the GOP's tariff
revenues at the expense of Project money available for MIDA--all because we

are reluctant to do the paperwork for contracting the experts as AID persons.
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I doubt that most MIDA and DNPS officials ;ould attach a high priority to
increasing Penama's tariff revenues at the experse of their own Prcject.,

Of the two perquisites, the Commissary privileges are the lesser in
importance. HKowever, it is most unlikely that anyone we wish to hire would
be willing to move to Panama for two vears without the right to bring a car,
or aliernatively the use of a car for the time here.

Just before departing country, I heard that the RDO does not want anyone
bringiag in a brard new BMW or other expensive car. I agree! However, one
can instruct the successful cortractor that they are to instruct prospective
resident advisors that the car must be unostentatious (and even Buy Americar
if you wish).

An alternative, which avoids the car import problem and also avoids the
hassle at the end of tour, when the resident advisor invariably loses some
woyk time trying to sell his car, is to provide the cer as part of the
contract and nct allow the resident advisar to bring a car in at all. Thisg
practice has been successful for the Ford and Rockefeller Foundations in
several South American countries.

If the Mission prefers this option, thern the budget for vehicles should
be increased to three instead of one for this component, all in the firgt |
year. The item for the Resident Advisors need not be increased, ard
candidates must be advised that a car will be provided for their family use.
However, if they choose to bring another cer to Panama, they wiil heve to pay
both freight and applicable customs du:ies on it. It should be plainly
understood’, in writing, between DNPS anrd USAID, that one of the vehicles
would be for the exclusive use of each Advisor and his/her family, as family
transportation, during his entire tour of duty. However, at the end of the

project (i.e., year 6), the vehicle would become the sole property of the

DNPS to use as it saw fic.
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APPENDIX A

CONSULTANT'S SCOPE OF WORK

(Institutional Analysis)

(from PIO/T No. 525-0187-3-300070, attachment 1, p. 4)

l. General Statement of Purpose:

Techrical assistance is required to carry out the in~depth design
analysis and strategy definition in cormection with development of e proposed
Agricultural Policy Formulation and Management Project,

2. Specific Task Assignment (24 person days):

2.1 Review ard assess current mechanisms for establishing and
implementing Parama's public sector agricuitural policies.

. 2.2 Evaluate the performance of the key institutional actors, including
the DNPS, in supporting agricultural policy formulation.

2.3 Evaluate the degree to which existing institutional
responsbilities, organizational alignments, operational procedures, staff
composition and capabilities Support agricultural policy analysie and
formulation.

2.4 Assess the policy analysis and informational needs of other MIDA
departments, senior MIDA maragement, autonomous agencies, as well as those of
the principal agricultural financial institutions (e.g., BDA, BNP, COFINA),
the Ministry of Commerce and Industry (MICI), the Controller-Gereral, and the
Ministry of Planning and Economic Policy (MIPPE), etec., and evaluate the
extent to wvhich DNPS is presently or could be adspted to serve these needs,

2.5 Assess the degree to which MIDA policy makers and senior managers
understand how to use a policy analysis unit like DNPS to set, implement and
monitor sector policies.

2.6 Evaluate Proposed institutional mechanisms for agricultural policy
analysis, *formulation and implementation.

2.7 Recommend modifications or improvemenrts, as appropriate, in
staffing, institutional /procedural arrangements, etc., to improve overall
performance in support of putlic sector agricultural policv. And

2.8 Outline the types of technical assistance and other support
required to strengthen policy formulation capacity.
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APPENDIX B

PERSONS INTERVIEWED

Ing. Roberto Barragan, Vice-Minister of Agricultural and Livestock Development
Licda. Zunilda C. de Bonilla, Sub-Director of the DNPS

Licda. Amalia Pocquez, Chief, Budget Department, DNPS

Ing. Ezequiel Espinosa, Director, IDIAP

Ing. Jorge Aued, Subdirector of Plénning, IDIAP

Irg. Victor Guillen, Chief, Dept. of Agro-Industries, DNPS

Ing. Roberto Jimenez, Chief, Planning Dept., BDA

Lic. Saul Jojane, Reglonal Planner, MIDA Regioral Office, David

Lic. Manuel Lee, Economizt, Dept. of Specific Projects, DNPS

Prqf. Jose Loaiza, Chief, Dept. of Regional Planning, DNPS

Licda. Silvia Lee, Executive Director, Finances, BDA

Licda. Marisela C. Machuca, Director, Dept. of Human Resources, MIDA (Santiago)

Lic. Cesar McKay, Regional Director of Social Development, MIDA Regional Office,
David. (Now called a Specialist, on the MIDA REgional Director's staff.)

Prof. Alvaro Miranda, Regional Executive Director, MIDA, David

Lic. Ulises Morales, Chief, Dept. of International Technical Cooperation, DNPS
Ing. Juan Luis Moreno, Director-General of Economic and Socia; Plannirg, MIPPE
Dr. Juan Ernesto Mojica Penalba, DNPS Coordinator, MIDA, Santiago de Veraguas
Lic. Leo Otero, Chief, Dept. of Short and Medium-Term Planning, DNPS

Lic. Carlos Palacios, Chief, Dept. of Specific Projects, DNPS

Lic. John Panzer, Consultant, MIPPE, policy studies

Lic. Nelva de Pimentel, Office of Human Resources, MIDA, Santiago
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Ing. Ezequiel Rodriguez, commercial farm owner-operator #nd former President
of the National Cattlemen's Association

Dr. Gian Sahota, Consultant, MIPPE
Capt. Reinaldo Serna, Director for Administration, MIDA

Ing. Humberto G. Tapia C., SENAGRA Regional Specialist, attached to the MIDA
Regional Office in David.

Lic. Dario Tovar, Coordinator, FAQ0 Small Irrigations Project, DNPS

Lic. Pedro Tunon, Chief, Statistics Dept., DNPS

Dr. Daniel Wisecarver, Consultant, MIPPE

Also, representatives of the following entities, members of the Rice Commission:
Asociacion Nacioaal de Molinos
Asociacion de Productores de Arroz de Chirique

Asociacion de Productores de Arroz de las Provincias Centrales
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Institution:

Purpose:

Outputs:

Expertise Required:
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APPENDIX C
TERMS OF REFFRENCE

Resident Advisor, Economic Policy (Senior)

18 to 24 months, renewable

Panama City (80%), Interior (20%)

Sectoral Planning Office (DNPS) of the Ministry
of Agriculture (MIDA)

To help DNPS frame, organize and conduct analyses of
economic policies, give on-the-job training to
staff of the DNPS Agricultural Policy Analysis
unit, organize and help conduct short courses for
DNPS staff economists, help select staff for post-
graduate training abroad, help trainees obtain
admission, monitor their progress, and help ensure
their effective reintegration on return.

At the end of his contract, the Resident Advisor

1) will have imparted significant on-the-job
training to a staff averaging £ economists;

2) will have helped organize and conduct about
four short courses for DNPS and MIDA staff;

3) will have helped select and send about four
trainees per vear ahroad for M.S. training;

4) will have helped seleczt and send abroad one
or two trainees for further training toward
the Ph.D. degree in Agricultural Economics;

5) will heve helped the DNPS build a Policy
Analyeis Unit able to give timelv, coherent
responses to requests from the Minister of
Agriculture on matters of agricultural policy;

€) will have helped the Policy Analysis Unit staff
learn to anticipate problems and issues, and
to organize and conduct analvsis in depth
for publicatior and discussior in the public
and private sectors of Panama, to assist an
enlightenred public debate over future policies;

7) and will have helped the Unit assist other
Departmerts in the DNPS, with policr analvses
needed in thejr respective tasks.

1) Experience and demorstrated competence in the
analysis of agricultural economic policies in
developing countries (minimum 4 vearg);

2) Experience and demonstraced competence in
teaching and in on-the~job training;

3) Spanish and English fluency, oral and written;

4) Familiarity with U. S. and Latin American
academic institutions and practices. ,

5) Possession of a Ph.D. degree in Economics
or Agricultural Economics.
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TERMS OF REFERENCE

Resident Advisor, Economic Policy

18 to 24 months, renewable

Panawa City (80%), Interior (207>

Sectoral Planning Office (DNPS) of the Ministry
of Agriculture (MIDA)

To help DNPS frame, organize and conduct analyses of
econcmic policies, give on-the-job training to
staff of the DNPS Agricultural Policy Analyeis
unit, organize and help conduct short courses for
DNPS staff economists, help select staff for post-
graduate training abroad, help trainees obtain
admission, monitor their progress, and help ensure
their effective reintegration on return.

At the end of his contract, the Resident Advisor

1) will have imparted significant ou-the-job
training to a staff averaging 8 economists;

2) will have helped organize and conduct about
four short courses for DUPS and MIDA staff;

3) will have helped select and send about four
trainees per year abroad for M.S. training;

4) will have helped select and send abroad one
or two trainees for further training toward
the Ph.D. degree in Agricultural Economics;

5) will have helped the DNPS build a Policy
Analysis Unit able to give timely, coherent
Tesponses to requests from the Minister of
Agriculture on matters of agricultural policy;

6) will have helped the Policy Analysis Unit staff
learn to anticipate problemes snd issues, and
to organize and conduct analysis in depth
for publication and discuss:ion in the public
and private sectors of Panama, to assist an
enlightened public debate over future policies;

7) and will have helped the Unit assist other
Departments in the DNPS, with policy analyses
needed in their respective taske.

1) Experience and demonstrated competence in the
analysis of agricultural economic policies in
developing countries (minimum 1 year);

2) Experience and demonstrated competence 1in
teaching and in oni-the--job training;

3) Spanish and English fluency, oral and written;

4) Familiarity with U. S. and Latin American
academic institutions and practices,

5) Possession of a Fh.D. degree in Economics
or Agricultural Economics.
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NOTES ON THE RESIDENT ADVISORS:

1) While the Senicr Resident Advisor might appropriately be corsidered for
the position of Chief of Party for this Project, it seems likely that
that resporsibility will fall instend to one of the Experts brought in
for the Management Component. The Mission and/or Contractor should
make that choice, based on its evaluation of the cardidates being

recruited.

2) The Senior Resident Advisor te the Policy Analysis Unit and the second
Resident Advisor should be recruited so that their special interests,
experience and expertise do not totally overlap, but rather reinforce
each other. One may be more given to massive number crunching and the
other to institutional analysis, for example. One may specialize in
marketing and trade issues, and the other in price and producer

response,

3) One or the other of the Advisors should be knowledgeable' about Industrial
Organizaticn, menopolies, and similar problems thot tend to arise in
small economies with weak government regulation,

4) One or the other of the Advisors should be knowledgeable about problems
in land economics, land tenure, rural development, and the like, which
will also arise in Panarz while conducti g studies of prices, marketing

and the like. .

5) 'At least cne of the Advisors should be familiar with U. S. University
graduate admission practices; at least one of them should have some
familiarity with M.S. programs in Agricultural Economics at Latin
American universities (e.g., in Chile, Colombia, and Brazil),

6) The Resident Advisor should be allowed to teach 2 course at a Panamanian
University (ad honorem) if asked, as an inveatment in future staff

development and recruitment.

7) The Resident Advisors nay be hired for as little as 18 and as many as 24
months, and their contracts may be renewed if this is mutually desired.

8) To avoid misunderstandings and disaffected staff, candidates aust be told
exactly where thev will stand with respect to the shippirg and customs
clearance of personal and household effects and a motor vehicle, and to
any fringe benefits normally accorded persons working or AID projects in
Panama, such as access to the Commissary or the use of APO mail..



