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PURPOSE

This study examines the evclution of problem-solving agricultural
institutions in '!enezuela, beqinning with the first designation
of agriculture as a problem area for public policy.

The realization by political decision-makers that a ""problem'
exists involves ideological and subjective elements. In Venezuela
these elements have often prevented the problem from being framed
in a context of optimality or even economic rationality. '

Certain authors, such as Hirschman and Anderson, have suggested
that in Latin America many present day major economic problems have
persisted for a long time despite various ideologicailly motivated
attempts at finding definite solutions. The strategies utilized
hy the different governments to solve agriculture's problems were
not able to make substantial projress toward finding adequate
sojutions.

In Venezuela, policies for attacking problem areas have been
strikingly similar through time even though the actors in charge
of making decisions have changed rather rapidly. In other words,
despite change and instability in the political (ideological)
arena, stability, continuity and incrementability have prevailed
for economic nolicy questions. The explanation for this can be
found in the complexity of major economic problems which derive
in part from the historical and institutional past, and in part
from circumstances outside the national political economy.

Thus, if present-day economic policy is to be understood and
analyzed within a probiem-solving context, its institutional as
well as political evolution through time has to be considered.
This does not mean historical determinism is oneratively influencing
the nresant. It indicates that past experience by decision-makers,
as well as established institutions and mechanisms, will exercise
profound influence on the present. Change, qui te often, can come
about only gradually.
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CHAPTER 1: HISTORICAL ROOTS OF THE RURAL PROSLEN
It VELEZUELA

Introduction

During the first two decades of the present century, Venezuelan
agriculture and its accompanying rural institutions acquired
characteristics which were the end result of a slow evolutionary
nrocess. The situation that emerged during these years was
rather similar to that experienced by many other countries in
South America. It was larcely shaped by the 3Spanish coloniai
inheritance, the political instability that followed the ‘lars of
Independence, and the solid establishment of an export-oriented
agriculture. Nuring this period, the country was a typical
underdevzloped economy of the “‘traditional type'' and most of its
ponulation lived in a "vicious cycle of poverty.” |t was
basically a rural society, since agriculture was the main economic
activity and the only means of sustenance of the people. The
only changes that disturbed the achieved equilibrium were induced
by fluctuations in the world market demand for export crops,
weather conditions that affected harvest size, the almost con-
tinuously recurring enidemics, and internal political turbulence.
Since productivity in cvery sense, physical and economic, was
very limited, a hiak proportion of available resources had to
be dedicated to agricultural activities. ‘lost resources had to
be applied by the population to merely subsist; the remaining
resources were directad to export crops, mainly coffee, and the
few and scattered nonagricultural activities, such as commerce,
cottage industries, and some light manufacturing.

From this low productive agricultural structure, a stratified
society emerged which did not allow major vertical mobility.
The extended family deternined to a large extent the organization
of the society, access to power, and distribution of economi ¢
rewards. Since nroverty was highly concentrated in the hands of
a few, the majority did not share in the fruits of what little
progress occurred. A large rural mass existed at extremely low
living standards, harely akle to survive and without much hove
to improve its lot. This rural, uneducated, and undernourished
proletariat developed a fatalistic attitude towards life that
did not permit it to break out of the vicious cycle of poverty
in which it found itself.]

The traditional society precluded any type of political
mass participation. As could be expected, political power was
in the hands of those who controlled and owned productive resources.
Since most of these resources were agricultural, it followed
that ownership of productive land was synonymous with political
powar. ‘lost productive land was dadicated to the growing of export
cormodi ties~-coffec and to a lesser extent cacao--and this land
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. was limited to specific climatic regions. Consequently, regions
in which these crops were grown exercised yreat influence on the
political affairs of the country. This is why the tiirze Andean
states of Tachira, Merida, and Trujillo in the eastern part of

the nation, became dominant in the central government in Caracas.
At the beginning of the twenticth century, the Venezuelan economy
depended heavily on coffee revenue, which was subject to pronounced
fluctuations on the world markest. Adverse pricc conditions trans-
lated themselves into major hardships for the population. In
addition, the relatively high population concentration in coffee
areas, accompanizd by deficient tenure arrangements and low pro-
ductivity, caused emergencz of a rural instituticnal problem in
terms of a minifundia~latifundia polarization. At the same time,
larae extensions of the national territory were completely unused,
remaining virtually in their virgin state. The gradual and spon-
tancous colonization which probably was occurring during the
beginning of the ninetecnth century came to a standstill first
during the ‘lars of Indenendence, and later after the rapid spread
of malaria.

Thus a paradox emerged. {n'a relatively unpopulated country,
with large extensions of unexplored land, a 'rural problem' appeared.
It manifested itself in the well known high concentration of rural
property in the hands of a few landowners who were able to pursue
an af"luent life, while the rural masses lived in the most abject
poverty. The masses lived in‘a "vicious circle of poverty,"
where undernourisiment caused poor health, and this condition
did not allow more intensive work, which determined low income,
which in turn meant insufficient purchasing power to acquire more
food, and sc on. An economy based on low productivity, reduced
disposable income fcr the population, and high affluence of the
viealthy holders of a pre-capitzlist mentality, naturally had to
adversely affect the process of capital accumulation. Venezuela
became the prototype of a stagnant and traditional ly-oriented
econony whera income per capita hardly increased,2 and ponpulation,
because of the high death rate, remained virtually stable,3

Political Stability and lts Sffects

Though economic zonditions did not show major departures
from the position of a "low~level equilibrium trap'! path in the
first two decades of the twentieth century, the pclitical situation
evolved differently. An almost century-long struggle of regional
caudillos, all of them fighting for control over the nation,
culminated during this period.

By the beginning of the century, General Cipriano Castro
emerged out of this chaotic political situation. Castro was &
self-made general from the Andes vwho became President of the Republic
after waging an armed campaijn that put him firmly into power,
initiating what has been called the ‘llegemony of the Andinos"
which lasted for almost sixty years.
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3y far the most notorious of these Andean presidents was

General Juan VYicente fGomez, who became thc undisputed ruler of

the country in 1903, after ousting his predecessor and comrade-
in-arms, Cipriano Castro. lic maintained himse!f in power until

he died in 1935.5 f%Somez' long and highly autocratic regime came

to exercise a nrofound influence on the socio-political development
of the country, contributing in a substantial and particular way

to the crystallization of the ''rural problem.'  The reign of

this ““Tyrant of the Andes' created internal peace and tranquility,
. which are indispensable for any type of investment activity. Also,
there was social peacc and the state's finances and administration
-began to recuperate from a century of chaos and disorder. Cut
Gomez ruthlessly persecuted those who disagreed with his own
aconomic interests. The neat result was financial solidarity but
also discouragement of national creativity and experimental social
attitudes which are prerequisites for evolving a modern twentieth
century society.

‘Security of expectations'' was created during the Gomez regime.
Investors ware elther foreign companias interested mainly in
exploitation of the country's natural resources, ofF they were
favori tes of the president interested in personal enrichment,
without regard for the welfare of the great masses.

The oil companies which began exporting petroleum in 1320
increased revenues of the government subtstantially. This was a
determining element in the consolidation and maintenance of
Gomez' rule, and was dircctly responsible for the regime's fiscal
prosperity. ‘'sut strangely enough, fiscal prosperity produced
cconomic deformation and plunged the country into poverty. This
is still the rcal situation: while the state has great wealth,
the nation, tha people, live in poverty. 'S This, probably more
than anythinjy clse, is the really tragic ethos and inharitance
of Gomez' rule. lecause of its consearvative and autocratic views
that were nothing more than an extension of rural fundamentalist
values of a small isolated agricultural society, basically pater-
nalistic in its context, the potentialities of the newly discovered
national w=2alth were simply not grasped.

A basic aspect of the Gomez regime that was to excrcise strong
influence upon the rural scene in years to come was the high land
and rural property concentration that took place, especially in
the central part of the country. Gomez, his immediate family,
and other trusted persons of the regime accumulated huge properties.
Since fomez was not at ease among the Caracas sophisticated upper
classes, he moved the scat of his government to nearby :aracay,
in the Vaizncia Lake watershed. 6radually, all agricultural land
in its vicinity was incorporated into his personal domain and was
administared by exact methods that did not permit any deviation
from the master's will.



Gomez utilized all vypes of coercive methods to obtain titles
for these lands. Purchase at depressed prices, outright expropria-~
tion, usurpaticn of municinal lands (ejidos), title transfer of huge
land tracts of the public domain (baldios), and other similar
arocedures vare used to accumulate an axtremely large landed
property.’

Comez was the qovernment=-he was frae to use anv type of
forceful methods to obtain the required labor at the lowest price
possible. The most common of these procedures employed wera forceful
recruitment during harvest time, use of army soldicrs for agri-
cultural vork, establishment of hacienda stcres, the enforcement
of hereditary dobts on the worker and his family, or the establishment
of sharecropping systems that kept the farmworker eternally in
debt to the landholder.

The Imnact of Petroleum: _1920-193¢

\hile the VYenezuelan government granted the first oil concessions
to foreign companies at the beginning of the century, these con-
cessions did not lead to systematic exploration of the subsoil
petroleum wealth. Four main rcasons account for this slow response.
First, antagonistic policies of General Castro's regime towards
foreign companies became a hindrance to any type of systematic
investment plans. Sccond, world demand for hydrocarbons was still
relatively small. Third, other countries (sspecially itexico, with
the stable government of Porfirio Niaz) inspired greater confidence,
so that oil investment was directed toward that country. Fourth,
although existence of patroleum in Venezuela had been known for a
long time, the commercial value of the fields was uncertain.

A1l these necative factors were reversed by 1915. Friendly
and encouraginj nolicies of Ganeral Gomez' government toward
foreian investors, increasaed demand. for oil during Vorld Yar 1,
arrival of the "automobile age' in ths lnited States, and internal
strife, upheaval, and uncertainty that followed in Mexico after
Diaz' downfall resulted in intensive oil prospecting activity
which led after 1927 to the commercial and systematic exploitation
of Yenczuela's fabulous oil wealth.”

By 1920 the first petroleum was exported (69 thousand metric
tons). In the ten years thereafter, Venezuela became the world's
second largest producer, with total exports of over 20 million
tons in 1930. DNuring this short period the country passed from
being mainly an agricultural cxporter to an oil export economy.
The impact of the petroleum scctor was so profound on the economy
that within a short period of ten years the whole structural
foundation of the Venezuclan economy was radically modified.



Direct benefits obtained by the nation were initially rather
small because of a very primitive, crude, and highly regressive
taxation system that did not take into account the income received
by the companies. The tax took the form of a simple, low rate
imposition on exports and somc additional resource use royalties.9

According to Venezuclan law, underground resources are not the
property of the land ovwner but belong to the Statz. The government
grants ri¢' ts to exploit these resources under specified conditions.
During the 1920's this peculiar circumstance led to a whelesale
granting of oil concessions to foreign companizs without any pre-
determined plan considering conservation of the resource or fiscal
needs of the government. In addition, corruption of high government
officials and their friends, Reneral Gomez included, enabled them
to enrich themselves immensely. The most frequently used form of
corruption was to grant concessions to Venczuelan friends who sold
them to foreign companies at a much higher price than they had
naid., This led to establishment of a naw wealthy group closcly
associated with the personalistic government of Gomez. This group
did not use its newly acquired wealth for productive investment
in new sconomic enterprises, but employed it for speculative
purposes, purchase of land holdings, and to pursue a life of
affluent leisure. The concentration in rural land that took place
during the regime of feneral Gomez was in great part associated
with this new wealthy group and with the means that were used to
obtain their fortunes from petroleum.

The fiftcen years that followed the first petroleum exports,
from 1920 until the death of Gomez in 1935, resulted in steady
improvement of the qgovernment's fiscal position. Agriculture
came to be replaced by the oil industry as the most important
income-generating activity. The increase in government revenues
was so large that finally it became possible for the official
sector to intervene directly in the cconomy of the country in
order to correct existing deficiencies. In other words, the
government had th.: means to pursue direct economic policies.

That the govern:nt was not abla to respond properly to existing
stimuli will be seen in the following sections. Policy response
toward agriculture was so disarticulated and weak that after

1930 it not only worscned the position of the already-suffering
export-oriented segments of agriculture, but also failed to
visualize the long range implications for rural conditions of
depressed incomes and poverty, lack of access to basic resources,
and general low productivity.

Despite the failure of many of the country's agricultural
policies, the very fact that such policies existed was somewhat
unusual in Latin America at that time. The existence of such
policies can be explained in large part by huge petroleum revenues.,
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' 'Wiewed in relation to Latin America as a whole, the case of
Venézuela is éxceptional in almost all aspects of recent economic
development. It may at least be szid that no other country . . .
in Latin America . . . departs in so many aspects. from what
constitutes the general tendency or line of development experiences
common to the majority.''10 The reason for this exception is the
peculiar role played by the netroleum sector within thc economy,
the impulses it generates, and thcir magnitude and longevity.

Four basic characteristics are indicative of the above-
mentioned peculiarity of Veneczuela's economic development.

The first Is its continuous (since 1935) and intensive
economic growth. "robably no other country has had a similar
record. Annual growth rates of the cconomy since 1937 (the earliest
date for which therc are ficures available) indicate that the Gross
ational Product has been expanding at rates far above population
growth. The estimates of thesz annual growth rates indicate that
the economy has persistently exnanded at rates above six percent,
showing a more intensive expansion for the pericd 1937-1957. than
for the following yesrs. From the following table these growth
rates can be obsarved for different time periods.

TASLE 1-1

VENEZUELA: ECONNMIC GROWTH RATES FOR
DIFFERE!T TH4E PERIODS

Inter-annual jrowth rates of the
qross ‘ational Product

123755 174654 1950-A0  1953=65  1960-64

—

Annual ' .
cumulative 2. 7.3 5.1 “ha
rate in % ,

v

Source: For 1937-50, 1950~60, and 1960-64, G. PINTO COHEN,
Agricultura y Desarrollo: El Caso Venezolano.'
For 1945-545, G. FURTAND, El Ocsarrollo Reciente de la
liconomia Yenezolana. N g
For 1953=05, author's own calculation, based on data
nublished Ly the Ganco tentral de Yenczuela, in its

yearly roports.
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As a result of this rapid growth, the old traditional and
agricultural economic structure was replaced by a structure
dominated by the petroleum sactor and the rapid expansion of
urban-based activities. Commensurately, there was a steady improve-
ment of the average Income per capita which reached averages
similar to those prevailing in some industrial economics of Europe
in the 1950's. 3y 1964 Venczucla had the highest income per capita
in Latin America, amounting to around U.S5.5700. Hevertheless,
the distribution of income is and has been highly uneven, not only
in terms of total distribution, but also geographic distribution.

The second major characteristic of the Venezuzlan economy
is that it has become highly dependent on petroleum. This sector
not only provides its main dynamic impetus on the economy as a
whole, but also furnishes about 65 percent of government revenue.
Petroleum exports have made intensive development possible without
the balance of payment difficulties that have plagued many other
Latin American countries.

Thirdly, a rapid treznsformation has taken place in the demo-
graphic structure of Venzruela. ot only has population growth
been extremely high since 1340--above three percent per annum=-but
also extensive internal migration has occurred which transformed
a largely rural society in 1936 into a highly urban one in 1360.
In the mid-193%'s around 30 percent of the population resided
in towns with fewer than 5,000 inhabitants. 3y 1960 only 40 percent
of the people could be classified as non-urban. Rural population
experienced a relative decline and hardly increased in absolute

terms.

The last major peculiarities of the Venezuelan economy are:
the relative ‘backwardness' of its agriculture as manifested in
gencrally primitive technology employed even by a great number

~of 'commercial' farmers; a high number of subsistence farmers;
slow responsivencss to a rapidly altering demand structure after
1936; inability (for many years) to provide basic staple foods
even with generous governmental stimuli; and gencrally depressed
personal income. This pattern results from structural inter-
relations between the petroleum sector and the rest of the
economy which merit closer examination. The petroleum sector is
controlled by foreign companies which recceive long term leases
from the government for exploration and extraction. In turn,
they “‘purchase'' concessions to exploit oil from the government
and are subject to a royalty payment, a prescribed percentage of
production (aporoximately one-sixth of total production). The
oil companiecs are also subject to a progressive surface and
income tax. Imports, except for a few capital cquipment items,
are taxed. Further, the companies reczive a special exchange
rate, thus buying each doilar brought into the country for less
than the official rate. Since the bulk of sales take place
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outside the country, income taxes are paid in dollars. This
taxation scheme has been subject to several modifications since
1945. Presently (1949), the oil industry pays around sixty
percent of its total income in taxcs to the government. In this
manner the government receives about sixty-fivg percent of its
total revenue.ll :

Other than through taxation, the oil industry has little

" linkage with the rest of the economy. It is a highly capital
‘intensive activity requiring inputsnot provided by Yenezuelan
industry. Since the 1950's, the industry has employed approxi-
mately 40 thousand Venezuelan workers, a mere two percent of the
total national labor force. The industry has been classified as ~
an "enclave activity.”

The basic difference between the Venezuelan situation and
- other countries with large mining or agricultural cxport-based
activities is found in the following characteristics:

1) ‘“orld demand for the basic resourcz, in this case,
petroleun, has been subject to a continuous and steady increase
since the 1930's without major fluctuations (except during the
1930 depression and the Korean ‘lar adjustment periods). For the
30-year period--1931-1961-~the annual rate of oil output increased
7.6 percent.12  This contrasts with severe pricc fluctuations
of such basic commodities as coffee, cacao, tin, copper, etc.

2) The exnerience of Venezuela ‘'is totally different from
other Latin Amarican countries, which developed their mining’
export economies during previous eras. In these latter cases,
the benefits of productivity increases reverted almost completely
in capital benefits and in a general way, were withdrawn from
tha country.'13

At this point it Is nossible to outline a general scheme of
the major elcments of the Yeneczueclan economic structure and to
trace the sequence of the dynamic impulses that have promoted
its growth: :

a) A highly capital intensive export-oriented industry
faciny a growing world demand throuch an oligopolistic market
structure, rcceives a relatively free access to the basic resource
in the country;

b) A fiscal mechanism is established that obligates the
industry tc leave over half of its profits in the country in the
form of taxes paid to the government;

¢) The government transfers this:.capital to the rest of
the economy through thc budget, and thus the fiscal sector becomes
the mechanism that transmits the economic impulses that originated
with the petroleum industry to the remaining segments of the economy.
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tthile these taxes were relatively low, the economic impulse
of the petrolecum industry to the rest of the economy was
proportionally small. But as the fiscal system was modified in
the early 1940's, and as world' . demand for petroleum became
more pronounced after Yorld 'far I, availability of revenues
increased and the economic role of the official sector became
more pronounced.

The role of agriculture In Venczuela's oll~-dominated economy
was different than in other Latin American countries. Recent
economic modals which deal with the overall development process
of an economy through time point out the strategic role played
by agriculture as provider of a ''surplus,' to be employed outside
of the agricultural sactor for capital formation purposes.

The Venezuelan development experiance, however, because of
the predominant role played by the petroleum sector, has not had
to rely cn a squeeze of its agriculture. On the contrary, agri-
culture has been the recipient, via the government sector, of
benefits in terms of investment subsidies, generous capital assist-
anze, nondcteriorating terms of trade and other perquisites.

This rzculiar growth experience made it unrecessary ‘'to develop
agriculture to the point where it would leave a surplus for the
development of other activities. Cven today a large percentage
of the agricultural Iabo‘ force does not know the use of the plow
and of animal traction." 4

The "'Golden Age'' of Agricultural Exports

Throughout the decade that followed ‘lorld tfar |, no major
changes occurred within the agricultural sector. The value of
exports of coffee and cacao expanded and attained their highest
platcau in history during these years. The exports of coffee
reached an average of around 45 million kilograms per year although
they shovizd pronounced yearly fluctuations. Cacao also.attalned
its highest export peaks during the mid-twenties. Hevertheless,
its oscillations vere less pronounced than those of coffee.

It was not until after 1930 that the volume of these two crops
began a downward trend. (See Table 1-2)

Uhile exported volume tended to stabilize in the 1920's,
aggregate value almost continuously increased, because of the
pronounced rise of coffeec prices in the world market. The four-
year average price for coffee for the periods 1900-1905 and 1906~
1910 was 0.71 Bs./Kg. and n.86 “s./Kg., respectivzly. For the
period 1921-1930, coffee prices did not fall below 1.5C Bs./Xg.,
and for five years of this time-span (1925-1929) the prices exceeded
2.00 Ds./Kg. Cacao prices ware not as favorable. Cacao prices
remained stable from 1900-1930 and took a marked plunge after 1930.
The value of thasc two crops combined represerts over ninety percent
of the total value of agricultural exports.
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TABLE 1-2

VENEZUELA: VALUE OF AGRICULTURAL EXPORTS

Two-year Averages--Million of Bolivares

' Coffee"g;'_'f-' Cacao Forast Cattle & :
T Products ©_Hides Other Total
... T Bs. %" TWBs. "% " Bs. %" - Ps.” % Bs.. %~ Bs. ps
1921-22  €1.2 9.4 . 21.2 . 23.8 1.8 2.6 2.6 2.9 1.7 1.9 2.2 100.0
192324 90.0  72.1 22.3 20.2 . 2.2 2.0 2.3 2.1 2.1 1.5 1654 132.0
1225-26  W6.4  73.? 24.7  15.8 Ly 13 5.3 2.2 1.k 0.5 147.7  102.9
1927-2% 1.3 75.2 245 29.3 b Lo ko35 s 0 120.7  190.0
1123-37  105.3 7.3 22.4 17.0 0.5 0.5 5L 2.6 0 % 131.5  190.5
1231-32 %2.2 79.2  1&5 %5 0.5 0.7 1.3 1.4 o 72.5  120.0
1733-3%  37.7  78.1 r2 1 n.2  9.f 1.0 2.1 5.1 % 43.3  100.9
13536 300 7A 7.2 133 0 6.3 0.3 1.0 2.5 r x 35.4  100.0

#Insignificant

Sourca: R. FSRUANDEZ ¥ TERIIAIDEZ, Reforma Agraria en Venczuela.

T -

[l



- 12 -

Traditional export crops expericncaed their 'golden age’
during the period foliowing forld ‘'ar I. liot until the adverse
effects of the fireat deprossion started to affect incomes in
industrial countriecs, did Yenczueclan agricuitural export industry
fa2l the price depressive influznces of a rapidly contracting
world demand.

This analysis is in direct contradiction to the gencrally
accepted hypothesis that stagnation of traditional Venezuclan export
crops originated in the loss of Venezuecla's tradi tional German
market aftcr the First '‘orld ‘!ar, from which coffce was ncver able
to recover. Evidence indicates the German market was never
major outlet for the country's coffee exports, especially during
the pariod befora 'orld Yar 1.15 By 1910, the United States had
become the most important cliant for Venezuclan coffee, absorbing
around 50 ncrcent of its total exports.

of greater rclevance for the present analysis is the fact
that durina this period the country's agricultural exports did not
axnand substantially. The plateau of export volume during the
1720's indicates that the coffc: and cacaoindustry had ceased o expand.
Sincc obviously unfavorable prices could not have been the cause
unless a pronounced deteriorating balance of trade took place,
onc has to search for other causcs. |t hardly scems plausible
that internal production costs were increasing within the Vencezuelan
cconomy at this time. The inherent characteristics of cxisting
tenure arrangemcnts (sharacropping of the gglggg_variety) precluded
any waga rises, cven If inflationary forces were operating within
the economy. Coffce and cacao agriculture during the first part
of the prosent century did not use any comolex and capital~intensive
production methods. Labor undoubtedly was the dctermining factor
in its cost structura,

Since the cxnansion of coffec exports throughout the second
half of the last century and during the first decade of the present
century rested chiefly on the extension of the cultivated area and
not on the introduction of yiecld-increasing technologies, it is most
probable that during the 1920's no morc suitable coffee-growing
land vas available in the mountainous part of the country. In
other words, an eccolojical constraint made its appearance.

Other countries in the hemisphere producing coffee of a
similar quality did not szem to he subject to these restrictions.
During the 1220's, Columbia and some Central American republics
(Guatcmala, Salvador and Costa Rica) increased their production
and cxoorts steadily, thus replacing Yenczuela as the sccond
largest world producer.

Thzre is also limited evidence that coffee producers had
financing difficulties during this period. In publications during
the carly 1727's, the Chamber of itommerce of Carocas voiced the
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nead for the establishment of government-sponsored financial
institutions, to make credit available to the coffee growers at
more favorable terms than thosa of the free market. This scems
to have becn the first expression of an organized pressure group
making demands for government intervention in the agricultural
situation.

Although coffee and cacao prices did not begin to deteriorate
before 1930, in 1928 the government had established a specialized
agricultural credit agency, The Agricultural and Livestock BGank
(Banco Agricola y Pecuario, hercafter to be named by its Spanish
initials BAP). fts installation became the first overt policy
response of the government towards the agricultural sector. This
policy cannot by any means he interpreted as a response to the
disequilibrium caused by thc depression within the Venezuelan
coffee and cacao industries, since it preceded the first effects
of the '"dreat Crash.'

Most probably, the founding of JAP was a response to two
basic factors:

1) Continuous pressure exercised by commercial agricultural
sactors of the country that had direct access to the highly cen-
tralized government of General Gomez;

2) The availability of public funds due to rapidly expanding
petroleum exports.

Until 19235 the credit policy of BAP was a reflection of the
pressures that established it. |t was, in other words, a policy
instrument catering exclusively to largc landholders.

The AP received an initial capitalization of 30 million
bolivares, and the following vear another 50 million bolivares
were added. During its first years the BAP limited its credit
activities to the granting of loans, with a mortgage guarantee.
0f course, coffec and cacao growers were the initial beneficiaries
of this new lending agency. The campesino and other small-scale
farmers were excluded. 0Only those with casy access to the
official power clique were granted use of available funds.

Table 1-3 shows that during the first years of the 2AP's
existence, most of Its basic capital was lent out. As the agri-
cultural sector bagan to feel the adverse effects of a rapidly
deteriorating price situation in the world market, lending acti-
vities of the hank bacame more restricted. ilanaged strictly
along commercial lines, PAP's funds could not be used as long
range developmental assistance to the depressed commercial farm
sector.
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TALLE -3

CREDIT ACTIVITY OF THE SAHCS AGRICOLA Y PECUARIO
172335
(Thousands of holivares)

Year Patd-in capital Paid-out loans
1923 30,000 22,034
1929 50,000 6,512
1930 -- 19,287
1931 -- 4,880
1932 -- 600
1933 = 538
1934 -- 59
1735 -- 210

Source: T. E. CARRILLO SATALLA, Moncda, Canco y Credito en
‘Jenezuela, VYol. 2,

Recipients of initial mortgage loans from the BAP weie simply
unablc to repay the accumulating debts. The BAP was forced to
emkargo the properties and eventually auction them to the highest
bidder.16

As world demand for Venezuclan agricultural exports started
to contract after 1930, prices began to nlummet until they had
reached almost incredible desths. The value of total agricultural
exports decrcasud from a ycarly average of Bs. 131.5 million for
the 1929-30 period to Bs. 39.% million in 1935-36--a seventy
percent drop. Since coffez and cacao were the two main export
crops, regions in wiich thesc two products were grown felt the
cconomic depression hardest. Commercial farmers beceme insolvent
by thc hundreds since they w=are incapable of repaying thcir
financial obligations. Dependent farm labor also experienced 2
contraction of their already meager incomes. ‘“here hacienda stores
existed it became common practice to suspend credit to the pcons
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altogether, and to impose new and increcasing delivery quotas of
basic crops to thc hacienda owner. Forced recruitment of labor
beccame common on the farms of favorites of the Gomcz regime.

In certain parts of the country, hacienda owners reacted to
shrinking incomes by expanding the area under the plow, always
employing the colono system on new acreages, but with even more
unfavorable obligations and conditions than before. Large
impoverished masses of peons and campesinos in coffec and cacao
arcas exparienced a truc deterioration of their already low living
standards.

Early Attempts at Agricultural Folicy Formation

By 1932 the impact of the Great Depression had been fully
felt throughout the Venczuelan economy. ilot only had more and
more farmers become insolvent as the prices of the basic agri-
cultural commodities deteriorated rapidly, but petroleum exports
began to diminish. From the export peak of 864 million bolivares
reached in 1930, by 1933 the total value of oil exports amounted
to only 2% million bolivares, indicating a significant reduction
in government revenue. After a decade of continuous surpluses,
the first budget deficits appearead.

Since agriculture was the scctor most acutely affected,
"something'' had to be done. For a government completely inex-
perienced with cconomic policies, this was difficult. ilot only
did it lack the needed technicians and administrators, but the
scope and content of rational economic policies warc completely
forecign to the paternalistic administration of General Romez '
regime. Public economic affairs ware approached with the mentality
of a small storekceper: no more pennics could be spent than those
that enter the till. The powers of fiscal or monetary policies
in a Xeynesian scnse were complately unknown.

The immediate public policy response to agriculture's plight
consisted of granting a direct subsidy with repayment obligations
to coffee and cacao farmers. in June 1934, the government approved
expenditure of 10 million bolivares ‘to be distributad in a pro-
portional manner for ~ production among neadud coffee and cacao
farmers. A policy of this type, during a period of rapidly
deteriorating world prices was nothing morc than a simple ameliora-
tive measure that ignored the recal causes of the existing problem.
It resulted from pressures exercised by groups secking quick relicf
of adverse conditions. This subsidy antedated a long string of
payments that were granted to agricultural export crops after 1935.

Another response to the deteriorating agricultural situation
was the establishment of a bureaucratic service within public
administration to deal specifically with agriculture. In July
1933, the Ministry of Sanitation and Agriculture was established.



According to the ordinance that established this new Hinistry,

it had the following mandate: '‘rescarch, development, immigration,
colonization and agricultural cducation.''17  The agency within

the Ministry in charg: of agriculture was called Direccion de
Agricuitura y fria, and had a rather simple organizational structure.
it was divided into six scrvices or offices, cach with specific
functions: rescarch, agricultural and cattle-raising development,
which was in charge of domonstration plots; immigration; coloniza~
tion and tourism; pubiic lands administration; forest and water
services; and agricultural vocational school. The administrative
services of the Nireccion de Agricultura (Agricultural Bureau)

were jointly used by the burcau of Public Ranitation.

Since the country did not have trained technicians in agronomy,
animal husbandry, resource management, ctc., the scope and content
of the Ministry's programs was cxtremely limited. The newly-created
vocational school nresented a two-year curriculum for grade schenl
graduates in which they werc instructed on the most fundamental
clements of scientific agriculturc. The so-called development
services identified plant diseases and indicated the vest manner to
combat them. The development service distributed some imported
seeds gratis and had a small inscmination station with imported
animals. There was an attempt to carry out a cadastral survey in
the central part of the country.

From the information which exists on thc programs of this first
agricultural agency, it can bz conciuded that it had little influence
on the dcvelopment of agriculture. lgnorance of the real roots
and causes of tha problem, the lack of cven the most esscential
administrative resources nceded for tho functioning of a bureau-
cratic agency, and thc existence of landed-oligarchical forces
which dominated government werc factors that precluded a priori
tha enforcement of any cffective ''problum-solving' approach by
public-officiai policy.

vhile the government was groping towards the formulation of
a policy that would brin: about improvcment in the depressed
export arca of cariculture, it undertook a major decision that
neutralized thesa weak cfforts. The government did not devaluate
the holivar in 1934, when the gold content of the U.S. dollar was
reducad, to which it was closely linked. This amounted to a
revaluation of the official axchange rate which placed Yenezuelan
agricultural production costs on a much higher level than thosc
of other competing countries in the world market. At the same
time, it becamez one of the key factors in establishing the very
high price level for which Venezuela is commonly known.

This appreciation of thz bolivar, however, ‘was not followed
by a fall in tia domestic price level relative to the levels prevail=
ing in Yenezucla's major trading partners. Rather, the interncl
price level continucd to move upward more or less in line with
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price changes In the United States during 1935-50.  Obviously,
the revaluation of the bolivar destroyed the previous competitive
situation of Veneszueclan export crops in the world market. The
exchange rate was a strong determinant in the stagnation of tradi-
tiona! coffee and cacao agriculture during the next twenty years.
Its negative impact was recognized at a later date.

By 1935, vhen the era of Gomez came to an end, the ajricul-
tural sector was in most serious difficulties. Initial attempts
to formulate a policy to deal with the agricultural situation
did not rccognize the fundamcntal factors that determined its
productive structurc. ‘loak attempts to bring relief to the
troubled export crops were rendered ineffective by the refusal
of the agovernmeat to devaluate the bolivar at a time when all the
other countries in the world ware devaluating. That o reduction
in income for the commercial coffee and cacao farmers spelled an
equal reduction in living standards for the great mass of alrcady
impoverished rural lavorers is rather obvious. But what is usually
overlooked in the final outcome of this rapid impoverishment of the
agricultural sector is that it was a determining factor in the
disappcarance of the once powerful ianded oligarchy, especially
the groups that found the source of their wealth in profitable
coffec and cacao cxports. The decision of the Jqovernment to
appreciate the exchang2 rate contained the sceds of destruction
of the political power of these landed intecrest groups. Economic
policy, then, quite unwittinaly contained the elements that con-
tributed to the removal of & traditionally-oriented class, paving
the road for future economic policics that were directed towards
improvement of th: rural masses. The true and far-reaching offects
of this decision of the Gomez government undoubtedly were not fully
grasped at the time.



CHAPTER 2: THE SEARCH FOR HE! AGRICULTURAL POLICIES:
1935-1340

R

Political Transition-from Autarchy to Plurality

The death of General Juan Yicente Gomez in 1935 signified
the passing away of highly cantraiized secision-making procedures.
This does not mean Somez' death was foliowed by a democratic
ragime based on universal clection and installment of a parlia-
mentary system, but It meant that a new government came into
being which employed procedures nermitting a certain amount of
freedom. The new government took into account existing social
pressures and acquired a positive attitude toward problem=-solving.
It also allowed the emcrgence of communication channcls to policy
makers through which discontent could be brought to the attention
of the responsible authoritics. This signified, then, that
national problems in all of thcir dimensions were perceived
within a framework of public discussion.

This docs not mean the conception of problem: was in every
instance accompaniad by adequate insights into the real circum=
stances that were cousing the problem. This would have been a
little too much to ask from a new administration completely in-
experienced in the difficult and precarious art of policy fornula-
tion. ‘'iational antecadents did not cxist to give guidance in this
respect. Experiecnce feedback in policy formulation was precluded.
Further, the lack of an adequately-trained and technically competent
administrative apparatus made It even more difficult to reach
meaningful policy formulations along 'rational' lines. It is
difficult to understand why the government which replaced the Gomez
Regime attempted to redefine and deal with public problems unless
one considers the social upheaval which occurred at the time
General Elcazar Lopez fontreras cama to power. Lopez Contreras,
dinister of ‘‘ar under General Gomez, was nominated President of the
Republic by the council of ministars, according to the existing
constitution. A fow months later he was ratified by the rubber-
stamp parliament. A smooth transition in the exccutive arca had
taken place. A much-feared power struggle was avoided. Everyonc
expected unabated continuation of the old order. Then, in a sudden
and spontaneous way, open violence broke out in the major citics
of the country. Rapidly these gatherings degenerated into
uncontrolled mob actions. The army had to be called out to
restore order.

To the surprise of everyone, all the propertics of Gomez and
his relatives were confiscated, bocoming "restituted properties
to the nation'' (Bienes Restituidos a la Hacion). As this measure
did not have the tranquilizing effect expected, the direct heir of
Seneral Gomez took an unprecedented step: a full granting of civil
liberties. The press was unmuzzled. Freedom of association and
speech were permitted. Political prisoners were freed and exiles
viere allowed to return to the country, and with them came the

famous !'Generation of 28."

- i3 -
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In 1928, during an annual frivolous university celebration,
discontent with fiomez' government was voiced, which rapidly spread
into organized meectinas of the students. Freedom for the country
was demanded and the axcesses of the regime were openly criticized.
The leaders of these student manifestations were limediately
arrested by the ever-watchful police. Some were thrown in jail,
while others were put to forced labor on roadbuilding with common
criminals. Eventually, they were rcleased and sent into exile.

The significance of this incident was not only that it became the
first and only public manifestation against Gomez, but out of these
exiled students the future political leaders of the country cmerged.

Among the more famous membcrs of the ''Generation of 28" the
following present-day politicians can be counted: Romulo Betancourt
and Raul Leoni, both to become presidents eventually, Jovito
Villalba, head of thec powerful URD party, and Gustavo Machado,
chairman of the Communist Party.

This unexpected cruption of public discontent that occurred
during the first months of 1936 served as a catalytic element
for the formulation of a completely ncw government program that
tried to tackle thc many ills confronting Veneczuela. It became
known as the '‘February Program' (Programa de Febrero). Lopez
Contrcras, in order to demonstrate his willingness to bring about
change, asked parliancnt to reduce his term of office from the
stipulated seven ycars to a four-ycar term. Then he proceeded
to announce a broad national program of investment and general
development. 111s affacting the country wers spelled out in
detail, and measures to he undortaken to amcliorate thesc ills
werc delineated. Tho country reczived, in present-day jargon,
an cconomic dzvelopment plan.

The fundamental nhilosophy of the ngovernment's economic
policies consisted of using the national budget for betturing
overall living conditions. PMublic Furds werc to be applied in
a "rational' way. '

Amon3 the many policies the government intended to pursue,
according to the Programa de Febrero, agriculturc and rural areas
werc accorded top priority.

More specifically, lands exnropriated from the Gomez family
werc to be subdivided amony the landless campesinos. Agricultural
credit was to be made more accessible to ''tillers of the soil.’

A modification of the existing labor code was mentioned, which
would explicitly prohibit forced rural labor. ‘lorkars had to be
naid in cash. The nced for aqricultural cducation was stressed,

It favored “‘official intervention in distribution of basic staple
foods in order to counteract rising prices. The nced for establish-
ing policics to aid traditional export crops was also included.

The promotion of an immigration policy was cmphasized to populate
the vast undecrutilized national territory.
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. Other equally important aspccts of the ''February Program'
were the following: a national sanitation campaign with special
focus on malaria, expansion of cducational facilitics, general
infrastructural investments, reform of the electoral system, granting
autonomy to the municipalities and local governments, a strict
accountability of thc public finances, the revision of the petroleum
taxation arrangements, and the modernization of the armed forces.
lone of these itcms scem at present to be novel or even original,
But, in view of the overall lack of any type of public policy that
existed when fomez was in power, they ccrtainly can be recgarded
as a most significant advancement.

Identification of Campesino and Commercial Sector Problems

The gzneral social commotion and open public discussion that
wore aliowed in Vonezuela during the years that followed the death
of Genzcral Gomez brought the ‘‘rural problem’ into the limelight
of public attention. Right from the beginning, this problem was
regarded as containing two larqge problem arzas: on the on2 side,
the paverty-stricken subsistonce or campesino sector, and on the
other, the inefficient and financially-castigated comnarcial sector.

This basic prohlem conception has shown-a most remarkable
porsistance in agricultural policy foraulation and in the specific
programs undertaken since its forrmulation. These two problem
areas have been conceived as interrclated. All the other governments
since 1934, no mattcr what their idcologies, from tiae gvolutionary-
conservative ' Lopez Contreras government to the Jexperimental-
revolutionary' Accion Democratica regime of 1745-43, sought to
solve the ‘'agricultural problem by attacking it simul taneously
on tuwo fronts. '

The campesino sector generally has been regarded as containing
most of the pcople classified statistically as rural. They are
the small farmers, employing baciiward technology on emall parcels
of land. %enerally they arc not th:e owners of their own plot but
have to raly on som: type of unsatisfactory tenurc arrangements,
such as aparceriz (sharccropping), medianeria (equal sharing), or
simple pisatarios (squatters) on public or private lands. Their
tyna of agricultural enternrise is genzrally referred to as
conuco, meaning. in its broadest scnse, subsistence agriculture
relying on the slash-and-burn method of cultivation, with its
adverse effacts on soil fertility. However, in this group ve
also find small farmers specializing in certain commercial crops
(coffrz, cacas and cattle}. There is a general consensus that the
campesino sector is the rural segment of the population that is
extremely poor, illiteratz, inadequatcly fed and housed, and
suhject to a high discase rate. Its overall living standards are
extrenmely low, espacially when comparad to those prevailing in
urban areas.
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thile the overall composition and content of the campesino
sector has proiably not been subjcct to major modifications during
the last three to four decadus, the so-called commercial sector
is more difficult to delineat: and dafine. 1t has beecn subject
to major modifications during the last thirty years. The main
common denominator is that almost all of their production goes
to the market and the income received from it allows the farm
operators higher living standards than the ones observed with
the campesinos. This, of course, is a vague and ambiguous differ-
enciation, pointing at the already well-known fact that the classi~
fication commercinl-subsistence agriculture is actually a
continuum, making it difficult to distinguish where one starts
and where the other onc ends.

Another common charactcristic of tha commercial sector is
easier access to credit sources--private and official--than their
~ campesino counterparts have because thelr assets can be used
as a guarantec. A third characteristic is that land, as a factor
of production, ic not as limitina a constraint on their production
function as it is for the campesino farmer. In other words, keeping
existing land resources and cron patterns fixed, and recombining
the other factors of production, substantial increases in output
can bc ohtained. This does not mean that in campesino farms
production increases could not be obtained by applying modern
techrology, but it means the size of available land precludes
tak’nqg advantage of certain basic economies of scale that are
technologically determinad, imposing in this sense 2 production
and income cciling that is reached soon after the new technologies
have been applied.

Nespite common characteristics, this commerciai scctor is most
. heterogencous. At onz extreme we find latifundia, employing most
oxtansively thair disonsable resources and reacting little to
market prices. At the sther extremc are farms using the latest
technology, which are quite sensitive to price fluctuations. The
type and the size of their producticn is largely determined by
input-output orice relationships. ‘

‘hile dichotomous classification into commarcial and campesino
units hardly scems adequate for rigorous analytical purposes
beacause of the many variations notad, it has been perceived in
those terms by decision makers wh:zn formulating economic pelicics
and specific action programs.13

At this point a basic quastion shoulu be asked in regard to
this problam percantion=-was it the outcome of certain insights
obtainad through analysis (formal, systcmatic or otherwise), or
was it the outcome of discontented communications to policy makers
by organized or unorganized actions? ‘/ithout a doubt, both of these
elements played a role. Tha latter clement becams gradually the
determininy onc in nroblem parceptions and thus for agricultural
policies, as authcrities becamn morc sensitive to protests amd
pressures.



~ The -government of Lopez:Contreras in 1936 tackled, on a broad
front, the agricultural problem which it had inherited, but
1limitations existing in almost avery sphere did not aliow much
‘progress to be made. . .

These limitations were of -a most diverse nature. First,
therec was little that could be done in the shiort run to improve
the economic conditions of the traditional exports for some very
obvious rcasons. Second, the country did not have the human
technical resources necessary to develop and carry out consistent
and rationallv=nlanned agricultural programs. Third, the scope
and depth of the problaem were rot fully perceived. Fourth, the
budjet of the government was so small it did not permit large scale
investmant and deveclopment programs. Fifth, the ''coffee and cacao'’
‘oligarchy was still entrenched, and thus was able to obtain most
of the attention from thc government. Sixth, social unrest which
followed the death of fGomez required the concentrated attention
of policy makers for almost two years, leaving little time for
broad development programs. Finally, the reaction of the adminis-
tration toward nrohlam-solving policias was greatly limited by its
excessive preoccunation with legalistic procedures, which precliuded
experimentation that misht have shown more immadiate results.

"lavertheless, a number of policies were put into effect during
this -period, somz of which became the foundation for later ambi tious
programs. The type of policies enacted during this time can be
categorized into thrae broad areas: 1) immadiate stop-gap measures,
designed to bring relief to overt pressures that came to the surface
after Gomez' death; 2) enactment of laws that served to ostablish
needed administrative structure through which programs could be
handled; and 3) continuation of alrcady existing programs, but at
a more accalerated pace than previously.

Let us then discuss and review each of these in turn.

(R A

During 1936 and 1937 several incidents:of rural unrest
received publicity in the newspapers, including invasions of private
properties, squatting on lands of the former Somez haciendas,
spontaneous persecutions of hacienda overseers, raefusal to
recognize old established sharecropping arrangements, scnding
delegations to the capital city to protest undesirable situations,
rapid unionization in th> larger sugar cane plantations with
accompanying werk stoppagcs, etc. The government's rcaction to
expression of discontent by rural sactor groups varied all thz way
from promises to meot demands to open repression through force.
Farmer delegations with long~viorded petitions were promptly
received by the *linister of Agriculture and in some instances
sven by the “resident. fGrouns ware usually sent home with a promise
that the goverament would look into the matter of their concern.
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Certain land invasions of former Gomez properties were tolerated,
glving the canpesinos de facto occupancy rights, such as in the
casc of the coffee iacienda 21 Trompillo, where some 2,000 farmers
received credits from the Agricultural Tank. But at the same time,
there were reports indicating the government employad open force

to remove squatters, or moved in the army to quell open violance

and disturbances, such as those in thz state of Lara.l?

A second manifestation of discontent by the peasantry
consisted of moving into the cities, where theay hoped to find better
living and employment onportunitics. The rural environment was

becoming incrzaasingly less tolerable to the campesino because of
" two basic circumstancis: worscning aconomic conditions and the
operation of what has come to he known as the ''demonstration
effect.!' Policy responsaes to this new phenomenon of rural unrest
were weak, uncoordinated, and ineffective. The government first
decreed an ‘Emeriaency Plan, ' which had two major elements: the
Initiation of an urban public works plan to provide work for the
unemnloyed; and the establishment of rural coionies into which
new arrivals could be resettled. The Ministry of Public Yorks
was responsible for the program. Since it was designed under
pressure by inexpariencad burcaucrats, productivity considerations
vere disregarded. In the later part of 1736, the recently
established Ministry of Agriculture proceceded with establishment
of two additional colonies, and assumed administrative control
of the other threc projccts.

Available information on these five colonies is incomplete,
indicating that they werc exactly what they were intended to be--
namely, emargency measures to relieve uri:an unemployment. The
number of people settled in them was relatively small. At most
a counle hundred familias reccived land. Schools and health centers
were built in them. The farmers reccived a family subsidy.

A year later (1937) in four of these colonies, the government
suspended the subsidy nayments and the farmers were given ''inde~
nendzance'' from the official administration.

Thus it becomes clzar that the agricultural colonies were
nothing more than policy rasponses hased on lack of insight into
the real causes that were promoting urban unemployment. Using
Hirschman's terminology, ‘'motivation raced ahcad of understanding.''20
(1t is interasting to notice in this respect, that when Veneczuela
faced a similar urban unemployment twenty years later after the
dovnfall of Pcrez Jimenez' government, official problem-solving
policies followed quite similar paths to the ones just described.)
Also, it is quitc clzar that the creation of these agricultural
scttlement projects was completely irrevelant and inadequate
in dealing with the serious rural exodus.
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Another policy response that was a direct outcome of overt
public pressurzs consistad of confiscatirg all the properties of
ficneral Gomez' heirs and of their closest coliaborators. Although
the initial intention was to expropriate outright these proparties
without compensation, at a later datec, because of legal objections
and other juridiczl entanglements, it hecame necessary to compensate
the owners. Tho total area of these farms rcached 12.3€ million
hectares. of which only 120.5 thousand hectares were classified
as cropland. Altheugh the Lopez Contrcras government had nromiscd
in 1ts Programa de Fshraoro that lands of the dictator would be
subdivided among the landless peasantry, except in the few cases
where the campnsinos forcefullw occupied the land, no such massive
distribution ever took nlace.

The rcasons for this are not hard to find., On thc onc hand,
the insistonce of the government on adhering strictly to legal-
istic orocedures pracluded any such action, especially when there
were no precadents to wholesalc subdivision of government land.
tn addition, the rather conservative outlook of decision makers
toward public affairs in guneral, and abs:nce of organized
discontent in rural arcas, werc by themselves sufficiently strong
reasons nraventing such a radical and unprecedented step.
Campesinos were still viewed as incapable of administering their
own affairs.

2)__New Policics

The second tvpc of policy directed towards solution of the
“'rural nroblem, ' =ad cnactud during tiese ycars, came to cxercise
more lasting influanc..

It consisted basically of cnactmant of new laws, lezding to
establishment of new goverament agencies. Thus the foundations
ware cstablished upon vihrich continuity of official policies was
assured. Since all new agencies came into being during 1526-33
and were a direct outcome of the new government's intention to
deal in 2 more or less systematic manner with rural problems,
they can be regarded as the starting point of the rural problem-
solving process that kas characterized Vonezuela's concern with
its agricultural bachkwardncss.

The first of these laws was the new Labor Law (Ley del
Trabajo) of February 29, 1236, Several of its clauses prohibited
continuation of practicas on hacizndas that bound the peon
directly to the axisting ouner. lorc specifically, the new law
made it mandatory that wazes should be paid in cash at least
once 2 menth. Thus, the widcly accepted practice of paying
agriculturai workers with arivate currencies (fichas or vales)
came to an ~nd., Sccond, Article 21 of the ncw law stipulated
that the debts incurrad by tho workers with the employers for
the sunply of food and merchandise on a cradit basis . . . have
to bhe amortized, weckly or montily, in quantitics that cannot
cxceed 59 porcent of the equivalent of 2 weck's or month's
wages, according to the c2se.
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Yith this clause, one of the major powers that the hacienda
owncr had in his hands -to assure obadicnce of the workars--namely,
the threat of wagc payment rofusal under the prztext of cancelling
outstanding dcbts--was abolished. This contributed to the
weakening of the direct exploitative system of rural lebor, and
at the same time the much-hated hacicnda store lost its function
within this somi~feudal system.

Third, the new lav insisted wages could not be paid in
"recreational places, inns, coffee houses, taverns, canteens or
stores' (Article 57), putting an end to the widely~used practice
in haciondas to inebriate the peons on payday in order to even
further increasc his indelbtedness. Fourth, the employer was
obligated to nrovide for his workers certain minimum health and
safety conditions. And last, the law authorized the ostablishment
of unions and syndicates, accordin: to certain specific stipulations.

Although this now labor law was enacted principally for non-
rural workers, it contained tue nceded provisions to stop many
of the semi-foudal lahor exploitation practices existing in rural
ereas. “rasmus indicates that abolisiiment of the hacianda labor
coercion systam was followed by an intecnsive form of sharecropning
employed by large landoviners to insure the nweded labor supply
durin; harvest periods.2! This obscrvation probably is accurate,
since tonur: arrangements of this type were still common for many
vears afterward in commercial farm arens where the requirement
for Yabor inputs is not avenly distributed throughout the year.

The sccond of the new laws, which influcnced rural problcm-
solving activities, was reclated to the abolition of the itinistry
of 3Sanitation and Agriculturc, to ba replaced by two new agencies:
Ministerio de "yricultura y Cria (Hinistry of Agricul ture and
Livicstock ireading~-to ho called hereafter by its Spanish initials
MAC), and the ”lﬂ1§£ﬁiﬂiiﬁi§ﬁ9(?3d y Asistaencia Social {tinistry
of Hcalth and Social Assistance -~Exccutive Jocrec of rebruary
2%, 193G, and Reglamcnto de la Ley de Jdinisterios of ilarch 1 and

-~ .

August 1, 1335). °°

To the latter ainistry, 2 new autonomous instituts was
attached--nam:ly, the Instituto d= ‘lalarilojia-~created specifically
to aradicate malaria in the country., This institute was another
nolicy instrumant which coatritutad to national .fforts to solve
the rural prohlzn,  Its initial campaians ‘wors rather simnlz,
consisting basically of froe distribution of medicines and druas
to people affected by tiic malady and the drainagz of swanplands
close to urban centers.  .ut it also 2laborated in 2 systamatic
way “1:71th statistics that showad the alarmingly hija incidence
of th~ discase. ‘lortality attributad to this discase In 12365
reach~d the amazinziy hich Figurs of 157 nar 197,999 inhabitants.
y 1707, due to a intense nd well-slanaad canpaign after 1245,
the death rate of malaria was raduced to only 3.3 per '70,300,22
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The imnact and imnortanco of the malaria cnvironmental sanita-
tion camnainn for the futura of Yenezuela's agricultural development
has becn of the utmost magnitude. It oncnud vast areas of the
country to human settlement and thus to agriculture and cconomic
doveloomant. In later years, ti2s2 now fronticr areas sarved to
expand a naw atricultural activity frea from institutional con-
straints that surroundsd ngricultur: in the 'old" parts of the
country.

The ralaria cradication campaian has be:zn one of tha few
nolicins that could be carried out without ochjection of vested
jnt:rests, since almast averyons had som:thine to gain froo it.

It hecame possible to formulate the nrogram and to carry out its
divarsa activitics free from vestad inter:sts and group influznccs.
Strict technical criteriz war2 the detzrminant factors of
implenentation and foraulation. It s srobatly for this reason,
pore than anything clse, that Helarilogia achieved such a
distinjuishad racord. T

The creation of the 'tinistry of Agriculture (MAC) in February
1936, was anothzar important sten toward the gencral rural problem-
solving activities initiated in 193G, aithough its effccts, in
thz long run, have not boen as visiblae and impressive as the ones
achicved by the malaria eradication campaign. This might be duc
to the vaquaness of the problem at which the activities of this
newly-created agency were dirccted. The functions of the iinistry
of Agriculiurc werc of a most diversc naturs, all of them sup-
posedly coordinitad in order to achicve -a mere harmonious and
vigorous devclopment of the couritry's agriculture, and at the same
time insure an adequate sunply of foods at equitable and just
prices to thc producer and to the consumer.

Thus, the goals of this ncw burcavcratic organization werc
formulated in th.: usunl genaral nonoperative terms which are
characteristic of governmzntal organizations, fecaving it to the
discretionof the daocision maker to Intcrpret thesc go2ls and to
selact the most aporopriate onerational means through which tho
overall objectives could bz reached.

"mite thare existed genaral conscnsus as to the abstract
goals of tnec MAC, conflicts started to arise when the time came
to specify them in conarete and operational terms. sut a greater
proilum than tie resolution of how to operationalize the abstract
goals waes the lack of sufficient traincd parsonnz] to carry out
any projoects which might be szlected.

During thi: first ycars of its cxistence the effectiveness of
MAC's policics was severcly limited by the almost total abscnce
€ trained technicizne in the diverse agricultural specialty
fields. Therc wore simply no agronomists, veterinarians and
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other specialists available in the country that could have scien-
tificalily oriznted somz of the initial pregrams. To cope with
this problem, the new administration rcorjanizad the existing
vocational school hy revising the curriculum and increasing its
budget substantially. It also created in 1238 the Schools of
Agriculturc and of Veterinary icicnces, which depended adminis-
tratively on tha Ministry's exocrimental station. DBy 134b these
two institutions warc absoried as reaular facultics by the Central
University of Venczucla,2)

Fight from the beainning, the internal organization of the
YAC was conceived along well-defined specialization-functional
lines-~1 conception which has bosically subsisted until the 1960's.
Jesides having had the reqular administrative and coordination
offices like every =ther ministry within the public administration
--office of the ‘tinister, Jdircccion d: Gabinete in charge of
everyday coordination activitics and policies, administratisc
direction, and the lenal office, called fonsultoria Juridica-~the
Ministry of Agriculturc \ras orcanizad along the following special-
ization arcas: agriculture and crops, animal husbandry, conscrvation
or resourczs, and 2conomics.

Initially, this was a hasic reflection of viewing the problems
affecting agriculture within a nacessary specialization framework
of four large problem arcas. Thus, animal husbandry was kept
separated from economics, and so also was general resource conserva-
tion and crop agriculture. In later years, as university graduates
of tho several specialization arcas oraanized themselves into interest
groups~-thc so-called colegios de profusionales--the initial
specinlization concept raceived such a strong ally that several
attempts to break this organization w:re doomed to failure.

This functional subdivision of tasks might have been justified
during initial years of the Ministry, when thare were obvious
and savaere t:chnoloqical problems affccting agriculture, but it
has become a hindrance during the last decade as probliem=solving,
on account of a3 morc sophisticated cconomic structure of agriculture
in genecral, requir:d a multi-dimensional approach. Tor example,
agricultural axtension or technical assistance has bheen the
responsibility of the Direccion de Agricultura--rcnamed in 1964
Extension Jirection--hut farn: ranagement rescarch and studies have
been carried out by the Economics “'lanning uirection. Thus, many
of the practices advocated by cxtension agents do not assure
higher income to the farmor, bccause the adoption of new practices
implinas higher factor costs, but not nocassarily a hijher propor-
tional product. This, of course, points toward the lack of proper
coordination within th: !linistry.

A third law cnacted during this ncriod which exercised
considerable influence on the rural problem=solving process in
later yoars was cnactment of a new immigration and colonization
law (Loy de Inmigracion y Colonizacion of July 22, 1536).
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It was basically a revision of previous existing legislation.
Hevertheless, it departzd significantly from older legislation in
that colonization was to be regardaed as a public utility for the
country, permitting the government to cxpropriate private properties
for that purpose. Further, this new law became the lezgal base

for the establishment of thc Instituto Tecnico de Inmigracion y
Colonizacion (1TIC--Tachnical Tnstitute for Immigration and
Colonizatioﬁ), created two yeors later.

This law put forth the underpopulation thesis,' which con-
sisted of the folloving argument: Venczuela is a country abounding
with plentiful natural resourcas, mainly fertile land. levertheless,
it does not have sufficient population to fully take advantage of
this most promising situation. To correct this deficiency, immi-
gration of Europeans has to be promoted. Their industriousnes-
and agricultural experience will then act as the nceded trans-
formation agent. At the same time, the backwardness of thc native
population will benefit from the now productive human elaments
through some type of ''demonstration cffect.' In Venczuela this
reasoning parsisted for over a century, and became 2 determinant
in the formulation of agrarian pelicies after 1936.

The ITIC camc into existence by special presidential decrec
of September 15, 1938. The performance of the new autonomous
institute during its first years of existence was far from impressive.
Resides the administration of the two colonies it had inherited
from the "inistry of Agriculture, it created five addi tional ones.

'8y 1945, the accomplishments of the ITIC consisted of
establishment and administration of seven colonies, with 2,730
hectares under cultivation and 310 colonists, most of them immi=-
grants, and with a total cost of “s. 11,524,838.37 invested as
fixced capital in the colonies and in the Central Office. lion-
recoverabls investments amountad to Bs. 16,409,831.97 until June
of that year.'2h The nrevious source comments further that the
settled farmers had 2 debt to the ITIC of over 360,000 bolivares,
vhile their properties amounted to only Bs, 545,000, Thus, an
annual report of the Ministry of Agricuiturc concludes that 'it
represants a disaster . . . and . . . that it is not unjust to
attribute a great part of such a pitiful state of affairs to the

poor administration in the colonies.'25

This expericnce with colonization schemes again points at the
persistent reoccurrence of similar problem-solving natterns in
Venczucla-~namely, once the problem had been stated within an
analytical framework and the policy tools to tackle the probiem
had becn established, no inventory of the available resources
was undertaken in a realistic manner, so that thc policies pursued
amounted basically to paying 1ip service to the tencts.
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More specifically, in the case of the "'underpopulation thesis'

the financial and administrative rasources n:eded to implement a
broad colonization schcme that would actually briny about the
expected results within a ralatively short span of time werc not
taken into account. Hirschman attritutes this style in problem-
solving to societics that are becorming conscious of their backward-
ness, and look to the mor: ‘'advanccd ' countries for inspiration
and guidance in problam~solving incthods. In these socicties the
problem~solving path ''is marked by the tendency of motivation to
pull ahead of understanding.''2® Since motivation outruns under-
standing of the truc dimensions and scope of the problem to be
solved, obviously the roquired resources arc more often than not
undcrestimatad,

But cven more often it is not simply 2 case of resource under-
estimation, hut also a failurc to comprechend the real causes of
the problem toward which policies are directed. Thus, the problem
arca is conceived within a prodetermined intellectual framework
that found its justification in the experience of other nations
and cultures. As a consequence, the nationai problem is not
analyzed and perccived by tha internal axperience and the root
causes that originated it. In the more soecific cese of the colo-
nization policies, the axpericnce of Argentina and the United States
werc the cxamples that induccd the problem perception and the
sclution. That therc wers soverc limitations of an zcological and
institutional content that acted against the attraction of European
immigrants towards thc settlement of Yenczueln was simply not
taken into account nor nroperly understood.

Besides the costablishment of new agencies, the Lopcz Contreras
government promulgated 2 serics of new laws which created a new
lcgal frameworl for policy actions. Among those new laws, the
followinn can bha cit:d as axamploes of the scope of the intended
policy frameworlk: Law on “egetal and Animal Sanitation Dafense
(1936), Law on Fertilizers, Insecticides and Fungicid~s for
Ayricultural and Livestock Use (1235), !lunting Law (1236), Fisheries
Lavr (1736), Law on “ear) Fishing (1%38), two Laws on Regulating
the Banco Agricola y Pecuario (1037 and 1239), Law on Castration
and Livestock Fencing (1940), and several otiwer minor decrees
dcaling with specific problem arcas. Although very few of thesc
legal instrumants warc strictly cnforced, mainly because of the
lack of resources=-monctary and personncl--they served as the base
of the very comzlax legislation that came gradually into being
after 1240,

3) _ Emcrgcnce of Prassur: Groups

The third type of government wolicy pursued during this
period vias simply continuation of already existing policies, but
this time in a more intensive manncr. .lost of thes> policies were
dirccted toward relieving the burdens of adversely affected coffee
and cacao farmers.
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For cxample, credit activities of the Agricultural Bank (BAP)
were considerably expanded. ‘ot only did the 3AP continue to lcan
funds with a mortgag: guarantec, as during the previous cight
years, but It also instituted a new credit line-=namely, yearly
production credits with harvestcd cron guarantaec. Interest rates
were lowered considerably from 3 1,2 percent to & percent.
Yevertheless, these credits had a Bs. 10,000 limit.

Juring 1833 the credit system was even further expanded and
liberalized, by introducing a completcly new feature--the Cajas
Nurales. These were basically credit cooperatives based on the
German Paiffoisen system. Thelir purpose was to make credit
avallable to the small campesino who could not offer the needed
guarantees. As such, they were quite a novelty in the country,
and vcry high hooes were placed on them by the sponsoring institu-
tion, the Banco Agricola y Puccuario.

Individual farmers associated themselves with the Caja Rural
by paying what was considcred a small subscription fee of Ds.
10.20. Fach credit ceoperative had its own administrative board
elected by the associates. Thay reccived from the DAP a Bs. 5,000
loan, which was distributed according to individual nceds among
its members. The purpose of the credit was solely for covering
the most esscntiz) production inputs. The minimum amount of
is. 5,000 was graduslly increased, until reaching the sum of
Bs. 20,000 per Caja in 1944, The clected cooperative board
assumed the loan liability.

Vhile the government enthusiastically promoted the establish-
ment of the Cajos, and viewed them as a sort of panacea for the
ills affecting the underprivileged caipesino, th: co-op system
as n whole axpanded rather slowly and its performance vas dis-
appointing.

gy September 1044, there were 294 Cajas in existence. Their
financial situation was noverthaless very fragile since, of the
9s. 1.7 million received from the Agricultural Gank during that
year, only Gs. 560,109 was repaid.

By 1741 there were almost one thousand Cajas in cxistence,
but they kept experiencing financial difficulties to such an
axtent that the government quietly decided to eliminate them.

The reason for their failurc was that this Curopean system
was not the appropriat: cradit vehicle for iiliterate Venczuelan
campesinos. Furthermore, thc required administrative sophistication
to manage the organizations was simply not available in the country.
State governments, which were made responsible for the (ajas,
neglected technical aspccts of the co-ops, and used them for
political purposes in appointing governing boards.
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Another policy that was simply a continuation of already
existing practices was the proclamation, in December 1335, of a
coffec subsidy for the substantial amount of 39 million bolivares.
After this, the numbcr of products that rcceived subsidics or
bounties increased rapidly. Cacac followed, then sugar, cattle,
hides, fruits, vegetables, alcohol, maize, sharkskins and some
forest products. The basic scheme consisted of paying a fixed
sum per unit exported. By 1237, it was modified, gencrally paying
a percentagc ad valorem bounty on the exported value. Even some
articles that werc not exported reccived a subsidy which consisted
of granting a fixed sum per kilogram transported within the country
from nroducing arcas to the urhan centers. *'This wave of subsidies
came to be considered excessive and very soon it was reversed. On
Necember 156, 1737, bountics on nlantains were abolished and all
other fruits and vegetables which were exported to the Antilles.''27
Shortly thereafter, all other products subsidies, except for coffee
and cacso, were also climinated. By 1941 a definite differential
exchange rate was cstablished for thase two products, the so-called
"eoffee and cacao dollar.’' Holders of dollar exchange arising
out of the exports of coffes received Bs. 4.62 per U.5.51 and
Bs. 4.30 ger U.5.51 for cacao, while the official exchange rate
at the same date was officially stabilized at Bs. 3.25/U.S5.%1.

This tyne of arrangement has subsisted until the 1960's with several
modifications. It should be noticed that benefits from the
differontial exchange rate do not necessarily accruc to the

produce- hcocausce of the existing marketing arrangements. Since

the great majority of coffee and cacao producers are small holders
vho do not have dircct access to the world market, they have to

rely on specializad coffee and cacao mzrchants who do the exporting.
It is not known if the full difference between official and
differential cxchange rates are obtained by the producer, or if

some leakages occur in favor of thec oxporter. In any event, the
subsidies did not exercisc the crpected beneficial effects on the
country's coffec and cacao industries. Since 19356, the total

volume of thase two cxport crops has bzen on a constant decline.

The total speant by the government on export subsidies between
1335 and 1941 amounted to 122 million bolivares, a substantial
amount in vizw of the relative smallness of gevernment budgets
of those years, and more specifically, in relation to the budget
assigned to the Hinistry of Agriculture. Table 11-1 illustrates
the casc.

Therz ware basically two reasons that account for the priority
reczived Gy thes. two crons: “the oxtremely large number of coffee
and cacao producers that xisted in the country; and the emergence
of orjanized pressurc groups concernad with these two products.

The Agricultural Census of 1537 indicatad that Venczuela had
218,495 farm units. Of these, 62,573 farms were dedicated to growing
coffee and 13,495 were cacao units. Thus, roughly one-third of the
total farms obtainzd thuir income, or part of it, from these two crops.
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TABLE 111

YENEZUELA: ASSIGHED SUDGETS TO THE NATIOMNAL GOVERNMENT
AD TO AGRICULTURE
1735-36 = 1940-41
(:till1{ons of Bs.)

Total ‘!a2tional Hinistry of Export
Yaar Governnent Agriculture®  Subsidies
1935-3% 233.2 == - 30.0
1936-37 215.8 11.6 ' 20.0
1937-38 254.5 14,5 22.0
1938-39 335.2 13.6 13.0
1939-hn 361.2 25.5 16.0
1940~ 41 344.5 22.3 16.0

*|ncludes after 1938-29 the budget of ITIC.

Source: For nationcl government and Hinistry of Agriculture:
HHUSTERID DE AGRICULTURA Y CRIA, Los Presupuestos
dcl MAS in 20 Anos, in E1 Agricul tura Venczolano,
op. cit., pp. 20-21. For export subsidies: R. VELOZ,
Economia y Finanzas d: Yenezucla desde 1030 Hasta
154 {Caracas: Impresoras Unidas, 1945), pp. B1Z,
7, 421, 424 and h27.

Approximatily one~third of the total value of the product was
generated in 1937 by the two traditional export crops, and it
contributed almost half to the valuc of the agricultural-vegetable
product.

This =conomic importance of the two aroups and the general
welfare implications that follow from it were thus already
sufficicntly strong rzasons to induce the new government to
dedicate: a large part of its available resources to the depressed
coffee and cacao industries.
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In addition, after 1936 producers in tie coffee and cacao
growing areas organized themsclves into reglonal assoclations
which merged into two largc groups: the Asoclacion de Productores
de Cafe and the Asociacion Yenczolana de Productores de Cacao.
These pressurc groups served as grievance transmission instruments

between farmars and the government.

At the same time, the government used these associations as
active partners in policy formulations and impYementations of its
programs. Thus, a ncw style in problem-solving was initiatad,
which also has persisted until the present.

Becausc of the greater importance of coffec and the greater
strength of the coffec growers' association, it received priority
from the government. The creation of a new autonomous institute,
the Instltuto 'acional dei Cafe, took place by Executive Decree
of Decembar 6, 1936.
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CHAPTER 3: S§0.'1:l1G PETROLEUM
TO PROMOTE AGRICULTURE, 1940-1950

Transition to Modernity

The decade that fallowed 1340 can be rejarded as the period
when the traditional society of Venczucla was definitely supplanted
by a new socictal fabric. The country was rushed into the main-
stream of twenticth ccntury modernism in a relatively short period
of time. The rapidity of this phenomenon of change did not allow
a balanced transition. Javerthclass, this lack of balance did not
producc major social upheavals.

The autarchic regime of Genzral Gome:z was followed by the
traditional govarnment of Lopez Contreras, which was conscious of
changz and introduccd needed modifications into the political
structure. This regime was supplantad by a government led by the
former war minister :tedina Angarita, which broadened many of the
existina roforns and at the same time included issues that were
neqglacted or even supprassed by its predecessor. This government,
in turn, was supplanted after a short and hloodless coup by a
regime of populist and rcvolutionary tonats (Accion Democratica)
which not only followed the prosjrams previously established, but
used naw ambitious policy tools and systems of its own. It wac
preciscly thes-: naw tools and systoms tinat brought about its down-
fall in 1248, The #ilitary Junta that followed the Accion Demo-
cratica regime did not ¢liminate all of the new programs put into
effect during the previous four years., It absorbed quite a few
of them, Thus, a certain continuity of prlicies can be observed,
although the political actors in charge of tihwe decision-making
process vizrc changed rather rapidly.

Economic Expansion

In pravious chanters, raference has becn made to the main
characteristics of the Yeonezuelan economy, induced by the impact
of the petrolcum scctor. Although ther: scems to have been a small
impact Ly the pctroleum sactor on the economy in the 1930's, it
was not rronounced cnough to make tho Yenczuelan economy different
from that nrovailing in other Latin American countries with strong
foreign cconomic enclaves. Oy the beginning of the 1240's, Venczuela
was still largely a rural socicty.

'"'ith substantial modifications in thc petroleum taxation laws
in the mid-19%0's and thz aronounced world demand for oil there-
after, government recvenucs experienced strong increases, initiating
unprecedentad chanz:s in the economic structurc of the country.
During the Second ''orld ‘lar period, foreign exchange gradually
accumulated, buildina up a dixferrcd import capacity. The postwar
period increased thc influx of forcian exchange, and permitted 2
continuous rise in ovarall imports without any complications in
the balance of pavments, 2s occurrcd in other Latin American coun-
tries.
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thhile petroleum output doubled betwaan 1938 and 1547, during
the same period revenue from the industry to the government
increased by over five timcs. because of new tax laws. The direct
offect of this increasad oil revenue on the rest. of the economy
was a rise in real income and th2 overall standard of living of
the population. The scant statistics availablc for this period
indicate that the per capita income between 1936 and 1249 increased
by almost threc times, from 446 bolivares to 1,500 boiivares .20

, The beneficial impact of the petroleum sector upon the rest
of the economy was reflected by a 20 percent increase in the pro-
porti?n of national income added to capital in 1945 (see Table
tit-1).

Table 111-1

VENEZUELA: GROSS CAPITAL FORMATION 1! 1943
’ (Excludaes petroleum sector)

4t 1lions
of volivares

1. Hew capital goods in the private scctor

(constrqctlon not includad) 470
2. Private construction 225
3. Increase in international reserves ' 187
., "ublic scctor investments . 541
5. Change in inventories Ly

Total 1,537

Source: BANCO CENTRAL DE VENEZUELA, Annual Report for 1949.

Despite increasing national revenues, total agricultural )
output dropped hecausz of stagnation experienced by the traditional
export crops-~coffce, cacao and cattle. Livestock and farming
production for internal consumption increased slightly, but
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not enough to cover the increased affactive demand, induced by the
‘improvement of income per capita.

_iqcreaséd from 194k to 1943 by over 500 perc

VEMEZUELA:

As a consequence, food imports

TABLE 11i=2

“(Millions of bolivares at 1937 prices)

. — ————— —— = "

ent - (sce Table 111-2).

QUANTUM OF AGRICULTURAL AND AHIHAL OUTPUT

@ bt s oA et 3: T et

Total
‘ Farm
Yzar Qutput

Internal_Consumption

Agricultural Animal “Totai
Qutput - Farm

Nutput

1537 324, 4
1945 370,10
1946 297.5
1947  293.8
1948 335.M

1949 336.5

251.6

2h4.9

237.9

Agricultural

- onien . ra—— i @ e

. e e ——

72.%3
93.4
ab. b
87,7
0.2

n8.7

- o

235.6

243.1

239.2
238.7

162.9

1457

144,83
150.3
175.6

I R

Expert
Output

88.7
66.0
53.3
55.1
63.1
57.8

Source: CORPORACINY YEWEZOLAWA DE FOHME!TO, Cuadernos de Infor-

macion Economica, 'lo. 3 (Sept.-Oct., 1945) and to. b
(fay-June, 1950).

Hote:” Figures arc based on sixteen agricultural and two live-
stock products.

cacao.

Export output includes only coffece and

It should be noted that because of the extremcly low income
levels prevailing in Venzczucla, the income elasticity of demand
for most agricultural products was probably positivz, the opposi te

of that occurring in countries with high income levels.

Thus,

an increasa in disposable income translated itsclf into a pro-
portionatcly higher level of affcctive demand for foods. Since
supply sector of the
economy, i.2., aariculturc in ganeral, the incrcased effactive

obviously there ware rigidities within the

demand had to be covered by imports.

But, at thc same time,
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. food prices experienced a continuous rise because -the government,
in order to stimulate national production, had established import
quotas for products that were locally produced. Despite these
incentives, rational production did not increase (see Table 111-3).

TABLE !H1=3

VENEZUELA: PRICE I%DICES OF AGR1 CULTURAL
ARD AHINMAL OUTPUT
(1937 = 100)

[ rep—— . PR g——"

Total Total internal Consumption General

Agricultural Animal  Total Export Wholesale
Year Output NQutput Farm Agriculture Output Prices
- (1938=100)_
1937, 100 129 190 100 100
1545 131.4 135.3  132.5 131.4 131.5 135.20
1346 165.4  132.6  155.0 162.4 173.0  137.10
1947 209.9‘ 157.7 197.2 203.3 227.9 155.68
1948 216.2 257.6  227.h4 203.3 247.5 164.61

- — omems - e

Source: Samc as Table 11i-2. For fiencral tholesale Price Index:
BANCY CENTRAL 2% VEHEZUZLA, Annual Report for 1343.

Sowing Patroloum

The fact that the Venczuelan economy was undergoing obvious
changes during the carly 1940's, with incrcasing wealth of the
government and the failure of agriculture to supply a rapidly
expandiag internal market, brought about a development policy that
had as its cssential objoctive the use of thc vast resources
which ware received from the extraction of pctroleum to impel the
rest of the cconomy. The policy became specifically known as
"sowing petroleum! (sembrar el petroleo) and acquired an almost
ideological meaning. ' ’
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This policy, already Initiated under the government of Lopez
Contreras, cointered its attention on both farming and industrial
production. :leverthcoless, major cmphasis was placed on the tradi-
tional cconomic activities of ajriculture and stocl-brecding,
because of the widespread belicef that tic petroleum industry had
brought about thair stagnation. These tuo activities received
prefcrential treatment, and thz restoration of the nation's agri-
culturc undoubtad'ly became the principal topic and concern of

all the governments during thc 1540's.

Ths idcological formation and background of the 1940 governments
was very different, but thcir basic concern with the agricultural
problem and the policy continuity of approach toward this problem
ara2a of the economy undoubtedly lends support to onc of the basic
contentions of this rcscarch-~the almost pervasive concern of
Venzzuelan policy makers with the stagnation and backwardness of
its agriculturc. ‘lithin this general agricultural stagnation
framework, thc agrarian issus and the interlocking question of
widesnrcad rural novarty, moved to the forefront of public discussion.
Yhat probably is of more significance than anything clsc during
this period is that three agrarian reform bills were passed. The
first on2, under the nuspices of the government of Medina (General
Isaias iledina Anqarita followed Lopez Contreras to power), was
to he climinated by the succezding ‘'revolutionary' regime of
Accion Democratica. The sccond law was approved by Accion [Lemo-
cratica threc years latzr. It is 2 curious coincidenc: that
the two Jovarnments that soconsored taese agrarian raeform legis-
lations were removed from nower a fuw months after the bills were
made into law. The third agrarian roform bill was cnacted by a
military dictatorship that was conscrvative in its outlook toward
?ocial nroblems at large. Thesce bills will be exanined in detail

ataer.,

Three basic featur:s characterize this period in reclation to
agriculturnl policy questions. The first was recliance on alrcady
existing legislation and programs to promotc economic growth.
Second was implomentation of new schemes that were in great part
introduced under guidance of foreign advisors. And third was the
large multitude of prosrams pursuad, many of them with an air of
exparimantation. ‘lost soon faded into oblivion.

It should ba kept in mind that the concern with Venezuelan
agriculture was primarily motivated by its inability to supply
a rapidly widening intarnal market with food products. The fact
that the increcas:d market did not stimulate farm output gave rise
to the helicf that somehow there were factors of a structural
nature that acted as bottlenccks impeding a normal reaction.

This undouhtedly permitted the agrarian issue, t.e., wide-
spread rural noverty at subsistence levels, to recclve the attention
it did, and nat be relegated to a secondary level, [t was within
this nroblem=conception framework that ‘‘reform-mongering activitics,'


http:fentur.es

—3’) .

as llirschmann calls them, were openly pursued in order to change
the institutional structure underlying agricultural stagnation.

By 1940 supply canacity of the country's. agriculture was
rapidly detcriorating. |Increasing demand for almost all kinds
of agricultural preducts, induced by the constant rise in real
income and the expanding cities had crecated a major disequilibrium
never before =xpericnced. A transitory balance of payments
difficulty in 141-42 worscned the situation, when pending imports
of some staple foods by th: govornment fell behind schedule. The
rising shortages drow public attention to incfficiencies of the
agricultural production orocess.

Thz government, which until then had adopted a rather passive
attitude toward markct mechanisms for food products, became slowly
involved in all kinds of commercialization schemes. By 1946 it
was the chief distributor of agricultural commoditics.

Also, concern over increasing imports convinced policy mikers
of the necessity of daveloping programs aimed at import substitution.
The first specific programs came into existence during these years
with the objective of incrcasing the supply of products by raising
average yiclds.

Tha gradual technification of thc government's personnel made
it possible to conceaive thesz nrograms along modern lines, borrowing
extensively from the expericnce of other countries. The operative
sequence of tinese specific yiecld-increasing programs was more or

"less the follouing: pilot arcas were cstablished where experiments
took nlace, testing differecat secd varicties, fertilizers, culti-
vation mrthods, e¢tc. The results were then made known to commer-
cial farmers through the small cxtension service. For certain
crops, credit was evzn made availablz, on condition of close super-
vision hy the technical personncl of the program. llevertheless,
these schomes ware rather limited in scope, since tuchnicians were
scarce and so werz other resources assigned to them.

It was also during this period that the first foreign tcchnical
assistance became available to the country. For scveral of the
above~mentioncd nrograms, forecign technicians werr directly con-
tracted by the government, while others were provided directly by
the United Statcs government upon speciai requast, such as the
Soil Conscrvation “ission scnt by the USDA. Although the work
performed by these experts was of great value, their influcnce was
not very lasting. In 1345, the International 3asic Economic Cor-
poration, a Rockefoller-snonsored philanthropic venture, establishad
the Consejo de Bienestar Rural (Rural Yelfare Council) in Venezucla
with the specific aim to promote, as its name indicates, the general
welfare of rural inhabitants. The work undertaken by this institution
came to have a profound and lasting influecnce on the country's
agriculture. Effects ranged all the way from cstablishing new
services within government agencies to undertaking basic cconomic
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rasearch and initiating specific programs, such as a tractor drivers
school or a feeder road program.

Pressure groups at this time had a rather limited influence
upon the government's policies toward promotion of more intensive
investment in agriculture, or competing among thcmselves for the
state's resources. The special interest groups existing at this
time were small in number, their policies werc not very cohesive
and well-defined, and most of the time they suffcred from
financial difficulties. ilad it not been for direct government
subsidies, thcy might not have existed. Their basic demands upon
the government revolved around obtaining credit for their associates,
and little concern existed for other types of services from the
official sector.

1) Specific crop and yicld-increasing programs

Two carly programs centercrd around cotton and sugar cane.
The first was initiated in 1932 and the sccond in 1943.29 At
later dates, stockbreeding, rice, and sesame followed. Despite
these proqrams, imports of thesc products increased throughout
the 1949's and cven into the 1950's. Thus, in terms of import
substitution policy, these campaigns did not bring about the
expected results.

It is of significance that specific problem-solving activities
during this pecriod besan to acquire a scientific approach, mode led
after the expericnce of 'more advanced' countries. In this sense,
Venezucla took the first timid steps to improve the technological
backwardness of its agriculturc through modcls that obviously had
been successful in other nations. !nitially, all of these programs
were sponsorad by the Ministry oi Agriculture. After 1945, the
Corporacion Venezolana de Fomento became involved ‘in agricul tural
development, and as will be seen, it also relicd heavily on
“specific crops'' programs.

?) _The capltal shortage concept as 2 policy determinant

S ———— v B N

Probably the strongest concern during the 1940's with the agri-
cultural oroblem revolved around capital shortage. insufficient
output was larg:ly attributad to lack of funds rcquired to increasc
total production. As government revenues increasad, SO did the
granting of government credits for agriculture. As a matter of
fact, the capital made availablc to farming during this 10~vear
period rcached unprecedentcd amounts. This gives the impression
that technological backwardness was largely equated with lack of
financial resources.

The generous credit assistance given to farmers during this
period was usually conceived in terms of technological functions
of the 'advanced" countries whore capital intensive inputs, i.c.,
machinery werc pradominant. It was assumed that credit recipients
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were capable of employing the capital put at their disposal in an
efficient way. The result of this attitude has been a large
indebtedness of farmers to government lending agencics.

Paradoxically, during this period when the agrarian reform
issue was openly debatad, the "avils' of the latifundio system
were also singled out as contributors to backwardncss. Jut since
the adverse coffects of the latifundio were not spelled out in
specific terms, it was possible for large, incfficiently managed
estatcs to receive generous cradit grants., This points to a
certain ovcrall ambiguity in agricultural policy formulation which
can be attributed largely to insufficient insight into the root

causes of the problem,

The emphasis on the nced for agricultural credit was reflected
in the lendina policies of the Aanco Agricola y Pccuario and in
the substantial incrense of loans that waere granted throughout the
1940's. ‘'!hen the pe-formance of this institution was seen as
insufficient, the nuewly-created (in 1945) Corporacion Venezolano
de Fomento (CVF), an autonomous development agency, also granted
agricultural credit,

Until 1936 the Aaricultural Sank (BAP) was almost exclusively
concerncd with coffzc and cacao farms. With the overall political
changes that took nlace in that year, its lending policies were
liberalized, making available production credits in constantly
increasing amounts. ‘'/hilc availability of credit up to 1940 was
still scarce, thercafter cver-larger amounts became available.
Between 1940 and 1945, the total amount of credits granted by
the Agricultural 3ank trebled, reaching a total of almost 34 million
bolivares. For the following six ycars the bank lent out a total
of Bs. 476 million, or roughly threce times the total of the
previous five years. ‘lith the appcarance of the CVF in 1945, the
supply of agricultural credit was cven further incrcased. The
emphasis, neverthzless, of the Corporacion's credit program was
on large commercial farms (sce Table tii-4).

Yith cstablishmznt of the Corporacion Venczolana de Fomento,
a clear~cut spacialization of lending activities took plase. An
agreenent was reached with the Aguicultural Dank that the new
agency would specialize in promotion of large ''production units'
and would handle only individual credits above 3s. 25,000. The
BAP, in turn, would concentrate on smaller farms, requiring short~
term credits (up to one year) to cover production costs. Ilo monay
was lent out to these farmers for investments in fixed capital or
for the purchase of machinzary.



TABLE tH1-4

VEI'EZUELA: AGRICULTURAL CREDITS GRANTED FROM 1540 TO 1950
(Thousands of bolivares)

——— et L - - A v b B n A W i e - - — - ————
. - @ e w me BN e B R A TR e =P e @ W R an A A —— W S -

e —___\gricultural 3ank {887)

Year fortgage Production!  ''Campesinos’’2  Sub-total v Total Index
194n h97 3,627 - 10,594 - 10,594 100
1941 1,900 15,737 - 17,687 - 17,687 167
1242 1,155 16,524 .- 17,630 -——- 17,630 156
1943 1,937 20,154 - 22,091 - 22,091 208
1944 4,500 23,595 - 3%,095 ey 34,0395 322
1945 2,70b 31,033 --- 33,897 == 33,857 320
]346 3;3'3 53’7]6 ke 57:029 508h7 62:876 594
1947 1,448 74,291 6,169 81,703 25,320 107,298 1013
1948 2,127 101,834 12,92C 116,041 19,919 135,965 1283
1949 2,246 107,334 - 109,630 59,313 169,443 1559
1950 2,004 109,434 -——- 111,437 71,439 132,876 1726

IRefers to short term (one ycar) production credits.

2“Campesino Credits’ were jointly administered by 3AP and the !nstituto Tecnico de Inmigracion

y Colonizacion.
3Refers only to credits given for farming activities.

Source: For BAP: VYearly Reports (informes Anuales del Banco Agricola y Pecuario).
For CVF: Files of OTicina de Estudios Sspeciales, Corporacion Venczolana d¢ Fomento.
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Jetwean 1940 and 17245 the Agricultural Bank handled yearly
betwaen 5 and 12 thousand individual losns. Thereafter, up to
1948, the yearly number of credits incrcased substantially reaching
a top figure of 71,703, ‘'lith the overthrow of the reformist
Accion Democratica government at the end of 1948, lending policies
of BAP bocame more cautious, and the number of credits given cut
yearly was reduced to almost half of thc 1948 figure.

The stagnation of the agricultural sector, as a matter of
fact, came to hc regarded as a major natlional calamity. GLven the
sedata Hinistry of Agriculture colled for "a radical transformation
of Its system,' in order to give agriculture its ‘'former dynamics. '30
fvailability of capital, in the form of credits, became rcgarded as
the most oxpeditious alternative to get agriculture moving again.

The main reason why this alternative was chosen was that
government revenucs increascd substantially after the rz=forms
of the petroleun tax laws of 1745 and 1946, In the five ycars
between 1945 and 1950 the government's income doubled.
Expenditures in agriculture conscquently registercd pronounced
increases. This can he observed in Table 111=5.

But, cvercoming stagnation was not only a question of making
capital available for agricultural lending activitics. Since
agriculturc was technically Lackward in terms of obsolete and
traditional methods employed which resulted in low physical yields,
.these methods 4ad to be improved. The casiest means to do this,
it was thought, would bo to introduce more capital intensive pro-
duction mcethods. These inputs werc regarded at that time as mainly
machinery. 0SAP and CYF imported large quantitics of farm machincry,
to be sold at almost cost prices. Hechanization of agriculture
became regarded almost as a doagma.

ithin this conceptual framework of stagnation and the need
for morc capital, other alternatives such as research and extension
received lower priority. The ajaency in charge of these two programs
was thc Hinistry of Agriculturc. From Table I11-5 Ft can Le observed
that of thc 3s. B47.5 million made availatle to agriculture through
the national budgat from 1945 to 1350, only 270.5 million bolivares
ware rcceived by the ‘linistry, which is equivalent to 32 percent.
There are nresently no figures available as to thc cxxct amount
budgcoted for research and cxtension activitics during thosc five
years. fne source indicates that between 35 percent and 45 percent
of its budgcotary assignments were spent on Yorograms'' and “per-
sonnel.”31 Yhila these. two items co not necessarily indicate that
they werc exclusivaly dedicated to cxtension and rescarcn programs,
they do indicatz the smallness of funds assigned to thuse two
programs. ‘/ithout doubt, extension, research and vocational train-
ing activitics increasad in number and in scope, but their increase
was mainly due to additional funds, and not duc to a new policy
approach toward the oroblem. In relation to extension activitics,



TAZLE 111-5

VEREZUCLA: GATIZUAL SOVER !N CUSGETH AMD ITS ASSIGIMENTS TO AGRICULTURE
0 1aRi-hoto 1950-5]

(Hif!von= Snlivar;s)
deoet -_1?5{55;;;- o - Irégéation T Coffee Total T%'of itl.
Year!  fudget  ITIC __BAP  MAC “oP2 CYF3  Subsidy Agric.”  Budget
134515 38a. 10.1  13.2 29.2 2.4 28.3 - 33.5 9.9%
1946-47 1084 4 12.2 30.9 45.7 9.6 23.4 -- 133.3 13.23
1947-4%  1476.2 1.5 39.0. 5%.0 20.4 49.5 0.1 185.5 12.57
1948-43  2652.8  26.0  55.4 69.0 30.4 72.6 2.2 255.6  12.45 '
1989-50 1912 25.2% 2.4 66.0 2.5 53.3 b6 179.0 9,35 s
i ]

4 - . - - - e

*Refcrs to decreed budget and its modl.ucations, which include additional assignments
(cradi tos adicionales).

lBudm.t year began July 1 and znded June 39.
2irrigation investments werc undartzken by the HMinisterio de Obras Publicas.

2ncludes all funds budgeted for agricultural devclopment which |ncludes farm credits, agri-
cultural machinery, and processing plants--mainly sugar mills.

bAssngnment to the Instituto Agrarlo lacional. ITIC was eliminated in that. year.

Source: MIWISTERIO DE V'ACIENDA, Direccion Genaral de Presupuesto; Year]y Budgets and Internal
Files.
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it is interesting to note that by 1944 only thirty agencies were
operating in the country. By 1946 their numbzar had increased to
95.32

Research programs werc small, lacked direction and received
little attention. Their basic aim was to reduce cost and
increase yiclds of a few staple food crops.

The education of technicians for agricultura was also handled
by thc Hinistry of Agriculture. This included university training
and vocational schools for extension and home demonstration
agents.  The number of ragisteraed students in the Hinistry's
sponsorad schools showed an incraasc during these years, uspcclally
from 1945 to 15:7. For instance, in 1346 thcre were 2,742 students
enrolled in the four zducational institutions of the Mihistry.

By 1947 their number almost dousled, reaching 5,733.33 Yhile some
of these figures mioht seem impressive, the fact remains that
programs directed 2t improving the quality of human capital in
agriculture reccived low nriority. f~s stated by the first
Minister of Agriculture in 1934, thc required basic stimulants

to combat the stagnation of agriculture wera: ‘'technology, credit,
and population, the saving trilogy of our impoverished cconomy.'t

3)__The Corporacion Yena zolana de Fomento

The “'thesis of capital impoverishment'' of the country's agri-
culture and thz imparative need for its correction became most
clearly defined in the programs of the Corporacion Venezolana de
Fomento. The Corporacion Vinezolana de Fomento came into bzing
in Hay of 1946. Its overall purposc was to increasc national
production in all of its aspacts by promoting and doveloping
economic activitiecs which ware necded to accelerate overall
development of the country--''taking advantage of the great natural
potential wealth of the country not yct efficiently used.''35

Its juridical status was one of an autonomous institution
of tha2 governmunt, Freeing it from the many bureaucratic procedures
to which regular governmental ajencies were tied. In this way,
a more expaditious and flexible nolicy could be pursued.

It received 3s. 60 million initially as a budgetary allowance,
¢S. 30 million that had been lent out by the Junta Nacional para
el Fomento de la Produccin (a nreceding agency) and the former
fomez propertics administared 4y the Adininistracion de iiiznes
Restituidos. ("o valuc is given for them.) Further, it vas
established that it should recaive vearly additional funds from
tha national budact.36

It cngagad in tha manag:m:ant of companics which it had re-
ceived from the Administracion dco 3icnes Restituidos, such as a
sugar mill, a slaughterhousz and a dairy. It promotaed new industrics
jointly with private capital and managed them initially as a
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holding company. It granted credits for agricultural and industrial
production. It occupied itself with regional and urban development
schemes, promoted large~scale farm production cooperatives
(Comunidades Agrarias’, invested in existing banks, developad a
rural clectrification scheme, and produced a substantial amount

of basic economic rasearch. .

"hile it nursued a truly staggering amount of differont
schemes and activities during its initial five years, agriculture
received top priority, while in later vears, after 1953 or 1954,
it concentratad more and mor: on industrial development.

The agricultural policies of the CVF werc enunciated as
follows:37

1) To stimulatce settloment of the countryside by promoting
the return to rural arcas of cxperienced farmers.

2) To promote '‘large cconomic production units’' which would
insurc an adequata supply of farm commoditics that were in obvious
deficit. These units could be of two types: commercial farm
units managed by individuals (empresarios), and production coopera-
tives--later called Comunidades Agrarias--in which small farmers
(campesinos) would be settled.

3) To cooparate with the ITIC and 3A® in matters related
to agricultural credit so that available funds would also rzach
the campesino.

The lasting influ:nce of the CVF on futurc policy formuiation
can ke found in its initiation of development schomes centered
around a specific 'problem arca'! in which capital investment
received almost all the attention, disregarding management questions
and realistic appraisals of implementation procedures and problems.
The policy proccdure and approach was hased on the firm belief
that any problam could be overcome by “injecting'' capital into it
on a large scale. It was assumad, 2 ariori, that managers of
resources vizre going to optimize. Programs framed within this
context have not becen at 211 the most cfficient way to reach the
proposed objective. Mthough, with existing information, it is not
possible to evaluate the economic rcturns that flowed from the
projects pursued by the CYF in the 1640's, the fact remains that
many of them w:rc discontinucd shortly after thair initiation becausc
it was openly recognized that they had insurmountable difficulties,
or that many of tnem did not rcach the goals for which they were
put into opecration. FProbably only a government as wealthy as the
Yenczuelan one, with its almost incxhaustible inflow of cash,
could absorb such costly exporiments in stride.
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. Despite incfficicncies in CVF programs, they permitted for
the first time in Venezucla the access to long-term credit
capital by commercial farmers. In this sense, the CVF's agricul-
tural programs contributcd to establishmant of a new class of
farmers who were not tradition-bound. Their main motive in
pursuing agriculture was to obtain nrofits. In pursuit of this
motive they were willing to absorb new and scientific technology.
It has been said that this highly profit-oricnted farming was
exploitative in its orinntation because littic regard was given
to the conservation of thz land. The fact, ncverthcless, remains
that through the farm programs of the CVF a vast new agricultural
frontier was ooened wiich-=aspecially in the state of Portuguesa~-
became in the late 1357's probahly the most progressive farm area
of tii2 country. Thase new regions acquired 2 new economic structurc,
frec from the vices inherent in the old latifundia agriculture.

"'There can b2 no doubt, however, that the development programs
of CVF have cxarted a profound influence upon the agricuitural
ceconomy of the nation and it is avident that the prosent volume
of rice and sugar production would have been impossible, except
for the projects promoted by CYF,''33

The Yenczuzalan experionce with agricultural development in
the 1957's demonstrates that availability of capital alone does
not lead to econoimic revitalization. The root caus: of poor
economic performance is the absence of institutions and entre-
preneurs that would have put capital made available by the public
sector to a more productive and intensive use. The lack of
realization by policy formulators and the polity in gencral of
the necessity of stimulating formation of new institutions which
would optimize rasources put at their disposal is probably the
main rzason for failure of Vonczuelan agricultural policy. Yet,
it would be difficult to create such institutions in a short five
or ten-year period.

Three Agrarian Neform Laws

The widespread concern with the land issue in Veneczuela during
the 1949's left deep impressions on subsequent policy formulation.
To the governmants of these years, the soluticn of the agrarian
problem was of utmost importance, and stood at thc forefront of
their orograms.

The approach to solve it was centered around enactment of
comprchensive agrarian reform bills, but nonc of thase was
implemented. in a period of five years, three different reform
laws were passed, and saveral other minor legisiative acts concerned
with the agrarian issue were approved. it Is worthwhile to point
out the main features of these legislative laws and acts and to
indicatc their similaritics and differences since, in general terms,
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. they show how the agrarian issuez was conccived and handled. |t
should be kept in mind that the three agrarian roform laws were
passed by threc governments whose basic ideologlcal tenets were
quite different.

The first of thesc laws was cnacted by the progressive Medina
regime In 1945; the s:cond agrarian reform law of 1348 was decreed
by the reformist government of Accion Democratica, which also
passed the Legislative Decree on Rentals and Eviction from Rural
Propertics in 1947; and the third law, the Agrarian Statute of
1949, was implanted by a conservative military dictatorship.39

Mevaertheless, only onc of these laws was subject to consider-
able public controversy--the first one passed by the Hedina regime
in 1945, A very snccial offort was required by the pro-reform
government to mancuver the agrarian reform bill through a conser-
vative~-dominated Congress. In the process Medina lost the support
of his own party, alicnating large landholders and military
officers of the Tachira cliquc. There are some who believe approval
of the Agrarian Reform Law of 1245 was one of the basic factors
that led to thc downfall of President Mecdins during the same year.
The other two laws, the ones of 1948 cand 1349, were approved
wi thout major controversy. The first of thesec was practically
rubberstamped by thc AD-controlled legislative chambers, and the
second onc camz into being by decree of the Military Junta.

A1 these laws are characterized by lack of preconceived dogma
and arc basically very pragmatic. Their concern Is not so much
with expropriation of inofficient latifundia, but with creating in
Venczucla a viable family-type farm structure, distributing unused
land more cquitably and promoting more intensivz output of food-
stuffs. In two of the three laws (1945 and 1949), the granting
of rroduction credit was vicwad as an essential clement of the
reform nregranm,

The law of 1945 stated that onc of its main objectives was
'to promote progressively the social and cconomic cmancipztion
of the pecasantry' who should be endowed with land as recognized
by the constitution. This is a clcar rcflection of the rapidly
increasing politicizatlon of the rural population through the
Confederacion Campesina de Venezuela. Only the law of 1949 makes
speci fic among Its objectives the solution of tenure conflicts
between renters and owners.

The three laws view the reform as a centrally administered
program through an autonomous institute (Instituto Agrario Naclonqj)
with broad powers. .n a typical Latin legalistic manncr, con-
siderable space is davotod to the structure of the cxecutive
management of the institute, sopaciiying in detail attributces of
members of the dirsctorate and exceutive committee. The 1340 law
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specifled that among members of the directorate due ropresentation
should he given to FERECAMARAS and the Hationazl ilorkers Union

that controls the majority of the peasant assoclations. FEDECAMARAS
Is the nationwiZ: association combining all commercial, industrlal
and agricultural chambers or spocial cconomic interest groups

“In the country. ' ’

In regard to the land sclectud for agrarian reform purposes,
the three laws stated that expropriation could only take place if
no public lands werc available in the immediate vicinity of the
rasidence of patitioning peasants. If it was not available and
‘expropriation priority" was indicated, only productive land could
be used for the reform. To be considered in the flrst term for
expropriation war: large uncultivated farms. In the second term,
farms that wer: managod by absentee landlords, and in the third
term, farms managcd by ohsolete techniques or cattle enterprises
on productive agricultural land. 'overtheless, owners of expro-
priated farms could k.ep a portion of their holdings, the: size of
which varicd according to soil type, from 150 hectares for 'first
class agricultural soils' up to 22,360 hectares for “third-grade
grazing lands." 1In all of thes: laws, land was classified in two
broad catcsories: farm land and grazing land. Yithin cach,
three land classes were definad according to availability of
water and rainfall. All of the laws stresscd that before expro-
priation trkes ploce, a fricndly agreement should be reached with
the owner as to the orice of the nroperty. If this was not
possible, expropriation was to take nlace through procedures
established in the Low of Sublic Utility.

The 17242 lenislation varied considerably from the other laws
in regard to payment procedurc for ~xprooriated farms. An “agrarian
debt'’ was authorized, alloving the Agrarian Institute to issuc
bonds. Thraz typus were spacified in terms of yearly interest
rates of 3, 4 and 5 porcent.  The amount and typ. of bonds given
to cxpropriated own:irs varied according to the total valuc of the
farm. Thus, farms valu:d at less than Bs. 100,000 were to be paid
in cash. Propertizs worth morc than a million bolivares were
to be compensated with 3s. 470,90" in cash, and the remainder in
“A type' bonds that yiclded only 3 percent yearly. The amount in
cash and type of bonds paid for farms varicd according to its
total value. This aspect of the 1245 law impliicd a considerable
operative Flexibility not found in the other legislations, since
the Lew of Public Utility states that cxpropriations for the
common good have to be paid in cash,

A1l three laws reflected the concern that existed in Venezuela
during thosc yzars with the siuggish output of agricultural pro-
duction. Thus, they all included a scction of guarantces against
expropriation of efficliently-run large-scale farm enterpriscs
recently established. To these, certificates against expropriation
could be granted that would protcct the owner up to thirty years,
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with the posgibility of renewal,(Concasiones-de-lhefectaﬁilidad
temporal) . f T

The three roform laws ware deeply concerned with the organi-
zation of farms to he created through the reform. All of them
stressed that hefore proceeding with establishment of an agrarian
reform project a detailed feasibility study should be undertaken
and a gencral development plan sheculd be carriad out.

Farmers that nre to reccive land had to petition for it
cither individually or in groups. The 1940 law stated that the
petition had to hz carried out through peasant associations. Once
the farmers had been scottled, they were to choose an administrative
committec from among themszlves that could represent thc interest
of the group bhefore thae Acrarian Institute. The Institute was to
appoint a technical dirccior in each project who would sec that
production was carriud out efficiently.

Yhile tha 1945 and 1949 laws stressed establishment of
individual property in ''centers, units or colonies,'' thay did not
explicitly exclude communal prcperty. The 1943 law made specific
reference to it, indicating that comunidzdes must have a size of
at least 500 hectares, and that all the means of production had to
be collective nroperty. #Profits were to he distributed propor-
tionately according to each .ember's effort and work during the

year.

A1l of the laws mads 2 specific provision for established
squatters, cither in public or private lands. On these, fracciona-
micAtos comuncs wore tc he created to legalize the squatters'
property. ’ : :

Only the 1948 law establishaed a maximum size for the newly~
created farm, varying from twenty-five hectares on ''first class’
agricultural soils up to 2,500 hectares on poor grazing lands.

The other laws indicated that the optimum farm size had to vary
according to local conditions, such that all of thc labor would

be provided by the family of the beneficiary. The 1945 and 1949
legislations stressed that Yand was to be granted only to icapable"
parsons.

Parcels created through the reform werc to be sold. Pataent
could take up to thirty years. Nevertheless, all the laws did not
exclude the possibility of granting land free of charge. The
1945 and 1949 legislations stipulated that while land was being
paid for, it could neither bc mortaaged, nor sold. Transfer
.could take place only with authorization of the Agrarian Institute.
-The 1948 land law did not include clauscs dealing with this question.
It stated only that crops, machinery and livestock could be mort-
gaged by the benaficiary of the reform.
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All of the laws included a long list of qualifications for
persons petitioning for land, such as having no landed property
or owning insufficient amounts of it, age limit, possession of
no more than Bs. 10,900 in capital, ctc. The 1345 and 1949 laws
explicitly stated that foreigners had th: same rights and

.pr~rogatives as Venczuelans under thasc laws.

Finally, onily the 1949 law dealt cxtensively with the
solution of conflicts aetween tenants and landowners. In general,
it put severc limitations on sharccropping arrangements, allowed
the IAH to regulate land rentals, permitted evictions only under
very specific circumstanccs, and it specificd the procedure to
be followed to settic disagrecments arisirg out of land rentals.

Yithout doubt, the thrce agrarian rceform laws arc obviously
quite simliar in spirit, and in drafting each of them the previous
law was taken into account. levertheless, the 1248 legislation
contained clements that would have made it more flexible in
questions dealinn with expropriation. HNone of the laws were
designed to effect a quick and radical transformation of the
tenure structure of the country, since many safeguard clauses
were built in to protect efficiently-managed property.

iegarding the Legislative dzcree, or ''"Rentals and Evictions
from Rural Properties of 1947,' its real significance is not casy
to interpret. The decrce was published at a time when the rural
syndicate movement was rapidly bacoming a major political force,
and obviously the decres came Into existence as an instrument to
placate peasant leaders while the 1948 agrarian reform iaw was
being drafted. The legislation had two basic aims: to prohibit
eviction of renters, sharecroppers, and squatters from private
land, to ''freeze' land rents paid in cash at the time of the publi-
cation of the decrce, and to obligate landhoiders to hand over
idle lanis to pctitioning peasants. Rural syndicates were to
play a major role In its imp’cmentation, In this sense, then, the
decrve departed substantially from any other previous legislation
dealing with matters rclated to the land question. [t was recog-
nized for tha first time, at lcast tacitly, that in the solution
of these problems the organized peasantry should have a certain
amount of responsibility.

The decrza wos to be implemented through agrarian commissions.
In cach state and territory where local land problems existed,
comnissions were nominatad which had sweeping powers such as:
requiring that idle lands {private, runicipal- or state-owned)
be leased to petitioning farmers' associations or individual
camnesinos; allowing avictions from private lands only under
most unusual circumstances; not allowing modifications of present
rental fees: permitting rontal changes if they were considered
excessive by the neasant.
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The decrec was to be administered by local commissions
‘composed of five members nominated by the following centities:
Minlstry of Agriculture, Statc government, municipal authoritics,
local landholders, and peasant associations. Politically, the
decree was an attempt to break the power of the local landholders
when dealing with squatters, renters and sharacroppers. The
majority vote In the commission would be binding and it could
function with only threc members.

Decisions from the commissions could be appealed to a five-
member state hoard, each one of whom represented the Hinistry of
Agriculture, State government, the highest court of the State,
the landholders! association, and the peasant unions.

tn Junc and Dctober of 1947, the government dictated the
resolutions by which the individuals of the agrarian commissions
and the board of appeals in each state were nominated, 40 but
actually very few of these commissions cver convened. There s
no evidence available that major land distribution took place or
that any othor steps waere undertsken to control land rents, prevent
any kind of evictions, ctc. The main affect the decree actually
had was that squatters were troated very carcfully by nrivate
landholders and in farms owned by the Danco Agricola y Pecuario,
and that in tha states of Aragua and Carabobo, squattcrs on lapds
of former Gomez nroparties raceived larger tracts.

Four main reasons can be cited for the lack of enforcement of
the decree:

a) The Fedcracion Campesina at that time lacked a cohesive
organization and was unable to pursue a well-defined action program
to persuade authorities to implement the decree. i

b) The decrce was designed by the government as a palliative
to the more radical clements within Accion Democratica and the
peasant syndicate movement while the 1343 reform law was baing
drafted.

c) Certain technocratic-oriented high level policy makers
realized that implementation of the decrce probably would have
brounht scrious disturbances to the countryside with adverse cffects
on overall agricultural output.

d) Prassures were brought upon the government by the Camara
Agricola and the Federation of Commercial and industrial Chambers
FEDLCAMARAS) which, as conservative businecss-type oriented interest
groups, vpposzd the decrec.

To summarize, the drafting of three comprchensive agrarian
reform laws and one specific decrce on tenure conflicts during
a short perind of four years Is a clear manifestation of the
overall consensus ciistina during the period that the institutional
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structurc of rural areas was quite faulty and inefficient. It

was also recognized that the modification of said structure should
not seriously endanger the fragile productive capacity of agricui-
ture. The approach to the soluticr of the problem was one of pre-
meditated gradualism to be carried out through a technical program.
That none of these laws was implemented is not a manifestation

of the existence of 2 strong opposition by the large landholders
or other conservatively-oriented power elites, but is the outcome
of national political dlscontinuity and instability. For while

it was recognized that large segments of agriculture should be
transformed to amelicratc rural poverty, and the lega! Instrument
was created through which the transformation could take place,
abrupt changes in the structure of the power conterder: did not
permit its implementation.

An organized pcasant movement might have made a great dif-
ference In the degrec to which reform laws were actually put into
effect. However, organized peasants were mainly asscciatad with
Betancourt's Accion Democratica, which was forced underground
several times during the late 1930's and 1940's.

Right from Its outset in 1336, the AD party (at that tims
called ORVE) was strongly unlon-orientcd. It chose the labor
movement to consniidate Its powsr, build up a strong political
leverage, and extend its influence to the rest of the unorganized
masses.

The Initia)l concern of the party was with the organization
of the urban labor movement vhich it did quite successfully despite
persecution of the 1237-40 period. The experience gained and the
methods cmployed in shaping, controlling and managing the urban
syndicates were applicd to organization of the peasantry. Local
leaders were recruited, who in turn would ag2in recruit other
persons to establish 40-man groups, the minimum number required
by the 1935 Labor Law for recognition <5 a syndicate. The rural
labor movement revolved around identification of local leaders
who were guided by expericnced Moutside' leaders, many of them
from cities. The binding element between thaose two levels was,
on the one side, the agcneral populist ideology of the /D party,
and on tho other, the fact that local syndicate action was
directed against specific grievanccs of the locality, such as
unjust rentals, unfair sharccropping arrangements, no public
health assistance, etc. Thus, the common campesino found out
that therc was someone who cared for his problems and somecne
that was opcnly opposing the wanton action of the local cacique
or powerful landholder. To a rural populace which had never had
any kind of political or social representaticn, the appecarance of
the local syndicate was regarded as a kind of Hessiah.
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The organized campesino movement operated at two levels:
as a local pressure group to rcdress grievances, but also

closely linked to a national movement which had access to influen-
tial decision-makers. At the same time, the party was able to
bulld up a broad and well-organizcd electoral movement, which in
times of suffrage would deliver a well-disciplincd vote. ''Thus
was consummated a near-perfect marriage of functional needs:
political influence and rcpresentation for the pcasant masses;
and the bullding of a stable electoral base for the developing
political party.''42

Organization of the peasantry into a cohesive national move-
ment during the nine years aftcr 1236 was rather slow. From 1937
to 1940, leaders of Acclon Democratica werc persecuted by the
government of Lopez Contreras, and at the same time the functioning
of existing labor unions was scverely curtailed through all kinds
of legal contrivances. Thus, the scant union and party leadership
that was left free to operate concentrated most of Its znergies
on preserving what existed.

By 1349 there were a scant twenty-five peasant syndicates
onerating in tho country, with a total membership of 2,858.

‘ith tha rcturn of a mors liberal attitude toward the labor
movement under President Medina, the active organization of
the peasantry started again. Fivc years later, in 1945, there
ware seventy-seven of these unions operating with 6,279 members. 3
Quit: obviously, the legal organization of the peasantry pro-
ceeded at a slow pace. But at thc same time the general political
organization of Accicn Democratica was being rapidly di ffused
throughout the country, gaining a considerable popular support in
rural areas. ''ren power was usurped in 1945 by Romulo Betancourt
and his military lackcrs, the political base for a campesino
movement already cxisted. Legal requirements for forming
syndicates were waived, allowing a rapld expansion of peasant
organizations. At the same time, the government was providing
the labor movement with all kinds of direct and indirect supports,
from outright monetary subsidies to government-owned communication
facilities.

By the end of 1946 there werc 312 peasant syndicates, with
over 19,000 members. A year later 433 of these unions were
functioning with over 35,000 affiliates, and by November 1948, a
total of 515 peasant syndicates were legalized with over 43,000
rmnembers. It is estimated that in 1248 the rural syndicates
accountcd for nearly half of all the local unions in the country
and one~third of all union members.

‘hile these figqures might seem impressive, it should be
kept in mind that in terms of the overall adult rural population
of 2.3 million rural inhabitants, of which 1.3 million were older
than 15 years, membership was rclatively small,
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Scattercd statewide pcasant movements were fused Into a natie:n-
wide federation, the Federacion Campesina Macional, in 1947,
which was Incorporated Immadiately into the Confederacion de
Trabajadoras de Venezuela (CTV), the dominant organization of
all the Venczuelan unlon movements. Thus, the rural union movement
did not achieve naticnwide prominence until onec year before the
downfall of the AD government. During these formative and
organizing years, the movement served essentially to establish
a base for rural electoral support for the Accion Democratica
party. It was not able to act as an effective yrievance trans-
million Instrument of the peasantry, nor was It able to force
land reform. Since It lacked these two essential characteristics
needed for Implementation of a broad reform program, It is no wonder
that in Venezuela, during the 1945-~1948 period, the land reform
Issuc was only an idea In the minds of intellectuals, lawmakers
and politiclans.
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CHAPTER h4: MEM PRIORITIES M AGRICULTURAL POLICY:
THE CAPITAL IHTENSIVE APPROACH,
1950-1357

The Risec of Pcrez Jimencz

The reformist reaime of Accion Democratlca was overthrown
in 1648 by a millitary coup which was replaced by a military tri-
umvirate. These new power holders dld not propose any major ncw
cconomlc policics, at least initially, but continuecd with the
oncs initiated by the previous two governments. In the politiceal
spharc, their main attention was directed toward dismantling the
" political apparatus of Accion denmocratica. The usual police-
statc methods were cmployed to do this. AD leaders wore perseecnted,
sent into jail and eventually into exile. However, diffcrances
soon appearcd among two members of the Junta. Oclgado Chalband,
its nominal head, proposed a rather fast return to democratic
rule, while Perez Jimenez, a conservative carecr officer of the
Andean Tachira 5tatc, wanted to perpctuate military rule.

This conflict solved itsc:1f when Delgado Chalband was murdered
undar most mysterious circumstances, and the ncw president of
the Junta became a civilian chosen by Percz Jimenez. Thus, the
rozd for his presidency was opencd without major opposition.

A new marty, tha Frente Electoral Independiente (FEI) came
into 1ife, promotiny Perez Jimenez' candidacy for the 1952
election. Nther parties were also allowed to campalgn, but not
Accion Democratica. After a relatively free and unhindered cam-
paign, in which the main opposition to FEI came from 2 relatively
small party (#RD), (which novertheless had the sccret backing
of AD) elections were hald. Initial returns showed an avalanche
of votes In favor of LRD., Shortly thercafter, a tight censorship
on returns was imposed and three days later thc Supreme Election
Council praclaimed Percz Jimenez' undisputed victory by a substan-
tial majority. Lcaders of opposition parties were 'asked" to
leave the country, their parties were dissolved, and Venczuela
came into the grips of a military dictatorship with all the
trappings of rcpresentative democracy (Senate, llousc of
Reprascntatives, Supreme Court, etc.), but with total suppression
of the most clemental and conventional libertics.

Perez Jimenez and his civilian and milltary cohorts rcigned
unopposed during an cra of unprecedented economic prosperity
induced by th: still continuing pctroleum boom.

Agricultural Policy under Jim:nez

The military regime of Perez Jimenez came into power without
a clearly defined development policy or socio-political idcology
through which it could justify its existence., Under the military
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dictatorship, agricultural programs initiated in the 1940's were
continuad and received aven largar monctary assignments. For
Instance, the Corporacion Yenczolana de Fomanto (CYF) received
substantial budyet increasus. The ‘linistry of tublic Yorks pro-
grams, which started the planning and study of scveral iarge-scele
projects in the late 1940's, such as the Caracas-LaGuaira tollway,
the expanslion of the national highway nctwork, or slum clearance
schemes also rcccived more funds.

‘"hile no major shifts can f:e detected in overall develop-
mzntal conceptions during the military dictatorsnip with regard to
economic policy, a substantial modification occurred with regard
to public investments directed toward fields of social improvement.
The fedina Angarita regime and the subsequent AD government paid
considcrable attention to bettering the impoverished lot of the
campesino masses and the urban proletariat. These two governments
had channeled substantial resources to the rural arcas of the
country, such as large projccts in public health (medical scrvices,
water systems, antimalaria sprayings), cducation programs (school
construction, litcracy campaigns, teacher wducation), 2gricultural
credit through the vastly cxpanded programs of the BAP, and the
promulgation of a for-reachiny agrarian reform.

The -egime of Perez Jimencz not only brought most of these
social improvem:nt prcjects to @ standstill, but in many instances
denied cven the necessary funds for survival of the programs.

The sight of abandoncd rural schools and medical centers becane
quite common.

Uader Per2z Jimencz, rural areas of the country reccived more
official funds throunh investmecnt schemes that indirectly affected
agricultural productivity than through ''orthodox' extcnsion=-=
rescarch at the farm level. Exnansion of the country's highway
netvork, continuation of the malaria program, improvement of
the general living and service conditions of small provincial towns
and uncontrollad expansion of the agricultural frontier were
factors that lad to expansion of commercial agricultural output
at low levels of nhysical efficiency, while expenditures in
rescarch, mass communication, and cheap agricultural credit were
altost climinated. At the same time, the urban pattern of investing
in showy capital intensive projcets that would cnhance the prestige
of the regime was repecated in ajriculture with projects such as
the 25,000 hectare colonization scheme of Turen and the 110,000
hectare irrigation project on the Guarico River. The cecononic
feasihility of these investmants was never officially doubted
during its concuption, though deficicncies later bucame apparent,

One meaningful way to observe the change that took placc in
public policy during the Perez Jimenez regime toward developrent
of the agricultural scctor is to analyze government budgetary
expenditures in that sector. The figures indicate that thc
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farm sector continucd to rececive the same percentage of the national
budget during the seven years of Peraoz Jimenez' rule as It had
during the 1945-1950 neriod (except for 1947 and 1943).

Thus, throughout th. years of the regime, from six to seven
percent of the national budget was channecled to agriculture
through five major agencics or programs. 0fficial funds invested
in the sector increascd hy 14 percent batween 1950 and 1957, while
the total national budget grew by 20 percent (sec Table 1V-1).
This is an almost parallel growth, and not a reiative reduction
in agricultural investment as Is sometimes claimed.

llowever, the composition of this investment was quitc dif-
ferent. Throughout the period, approximatcly half of the budgetary
allotments were received by the Hinistry of Agriculture (MAC).
The percentage ohtained by the Agrarian Institute diminished slightly
from 16 percent to 11 percent of the total, while expenditures in
irrigation vorks carriel out by the ilinistry ¢f Public torks (H40P)
increased from around onc~fifth of the total to more or less
onc-third. Assignments to the ngricultural danks (5AP) were
stopped after 1953~54 and the previous ones were very smali.

The "\inistry of Agriculturc and the Agrarian Institute emp loyed
almost half of their Tunds for investment purposces in irrigation
schemes, most of it destined for the Guarico Project, the Turen
colonization schcme, and amplification and improvemcnt of alr:zady
sxisting irrication projucts.

A substantial amount of total agricultural expenditures went
into construction of settlemcent, clcarance, and ¢ngincering invest-
ments in land. Total official expenditures in agriculturs for
the period amountcd to Us. 1421.6 million, of which a conservative
astimate of 5s. 652.3 million vwas invested in the above-mentioned
infrastructurc works. In other words, around h5.5 percent of
public funds henefited directly only a very small arce of aaricul-
turc, and the number ot farmers affcected was even smaller.t

‘thile total expenditures in agriculturc obviously expanded
considerably during the neriod, investment in extension, research,
education, credit and other similar less spectacular programs not
only remained at 1950 levels, but in some instances even declined.
For example, in 1250 thcre werc seventy extonsion agencies operating
throughout the country. Seven years later when Percz Jimencz was
ousted, only twenty~threce wicre still functioning.kS

The fate of the agricultural credit program of the BAP was
zven morz dramatic. In 1957 a total of 39,337 credits were granted
by that financial institution, amountinj to 5s. 39.7 million. oy
1957 only 5,575 individual loans were given for an equivalent of
~s. 24 million. Aqricultural financing droppd by 74 percent in
a saven~year neriod.
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TAGLE 1V-1

VEXEZ2UELA:  DUISETARY EAPSHDITURES 1iF THE AGRICULTURAL SECTOPR BY AGE:CY
1950-51 - 1956-57
(Mitlions of bolivares)
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Publicacizas znd Files of za2id agency.
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The agricultural credit program of the .Corporacion Venczolana
de Fomento (CVF) fared in a similar manner. In 1950 a total of
Bs. 71.4 million was granted mostly for specialized large-scale
commerclal ventures (sugar cane, rice, cattl~,. cotton), but by
1957 agricultural credit had almost disappeared in the agency's
financlal program. Only thirty loans amounting to Bs. 2.143
million were granted. ‘

The implementation of 3AP's credit program also reflected a
change in attitude toward the ''campesino problem.'" ot only was
the overall agricultural loan fund substantially reduced, but
at the same time morc money was channcled toward large commercial
enterprises than in the preceding period. This can be seen not
only from the fact that the size of the average individual BAF
loan Increasad throughout this period, but zlso that in 13957 almost
two-thirds of the total credits granted by the Agricultural Banks
were received by the coffea and the Vivestock sectors.

In summary, official agricuitural financing during these
seven years was basically a reflection of the economic-political
attitude towards agricultural development and rural improvement.
The existence of widespread poverty in the countryside with its
concomi tant factors of low productivity, low educaticnal standards,
malnutrition, «tc., was simply ignored in deveioping national
cconomic developmental policy. The benafits of the continuously
increasing oil revenues were mostly reaped by those rural sectors
that had direct acccss and contact with national decision-making
Circles or had the good fortune to profit dircctly from specific
soclal overhcad capital investment programs. The land devcloprment
colonization project of Turcn, with its 24,556 hectares not only
dircctly benafited the 735 commercial farmers that reccived land
within the schem:, hut also grneratcd such an cconomic influence
in terms of factor-sirvice demands, that commercial activity in
the nearby city of Acarigua noticeably increased. At the same
time, it served as an Impulse and example for agricultural develop-
ment In the wholz northern part of Portuguesa Statc. sefore 1355,
this region was only sparscly scttled and its main economic
activity was extensive forestry.

As in the previous decade, agricultural policy in general
was still seriousl)y concurned with import substitution of staple
goods. Although food Imports started to decrease in the late
17M0's, their total volume was still quite large in 1350, Uecause
of this, preferential treatmant was given to those szctors and/or
production areas where internal supply was considered inadequate.
The "Rice Plan' of the CVF exemplificd the crash program approach
to reducing imports. Althoush the goal of this program was
achiaved by 1955, in economic terms it can be considered a fiasco.
lot only were half of tha Bs. 135 million loans granted never
repald, but the increasing rice surplus, purchased under a
guarantced price program, hal to be sold in the internal market



- 6] -

at substantlal lossas. ‘lhen in 1956 the program was abandoned,
a wholesalz wave of rice farm bankruptcies took place, whicl,
combined with the appearance of a dcvastating fungus discase--
liojJa Blanca=-and the elimination of pricc supports, largely
counteracted the galns obtainad by the program. By 1953
Venezuela imported 33,000 tons of the grain, while internal
production reached only 19,700 tons, an insignificant amount
considering thz 1954 bumpor harvest of 102,000 tons, when the
""Rice Plan'' was in full swing.

Similar results were also obtained with another of CVF's
specialized programs: the ''Sugar Plan’' (Plan Azucarero). Its
main purpose, like the Rice Plan, was to obtain self-sufficicncy
in the shortest nossible period of time. The involvement of the
CVF in thls Industry was cven more intensive and dircct than
in other schemes. !lot only were substantial credits granted for
the production of sugar canc, but also for modernlzation of the
refining capacity nf existing plants and for construction of new
factories. In 1952, CYF cntered directly into the sugar industry,
becoming the largest Venezuclan sugar producer by operating six
factories producing 60 percent of the total national sugar outbut.hﬁ
Such a capital-intensive sugar policy, which concentrated on the
expanslon of refining capacity at the cxpense of the improvement
and officiency of canc growing, seriously distorted the structure
of the industry as a whole.

By 1954 sugar imports had almost disappeared, and two yecars
later Venczucla had accumulated such a large surplus that it
Started to export. Since internal production costs werc higher
than the prevailing world market prices, the government had to
Subsidize exports. ‘But at thc same time, cana production loans
werce severaly curtailed. Production arzas were abandoned and
converted to other uses. Jy 1353, surpluses had disappeared,
and a balance as rz2ache! hetween internal supply and dJdemand
in the sugar market, but by 1959 around one~third of the internal
consumption of sugar had to be imported (66,026 metric tons).

The expericnce with the sugar policy is similar to the results
obtained in the '"2ice Plan.!' The main purpose of the program--
import substitution--was rapidly met. But the after-effects of
the capital intensive approach left much to be desired. The
approach lacked a realistically designed development program for
these particular industrics in which long range implications of
increased production could be takzn into account. Further, the
agricultural production process was not fully understood. It
vias believed that obtaining larger production was basically a
function of the availability of capital. A direct consaquence
of this latter attitude was that production was carried out
very inefficicntly. 1t attracted many inexperiencad people who
considered it a ''get-rich-quick' scheme. Furthermore, ccologically
unsuitable areas were put under the plow for sugar cane and rice
growing which werc not able to sustaln economic production when
market prices began to deteriorate.
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Other commercial products ' that received preferential cttention
were coffce and cacao through a differential exchange rate; milk
production via a direct subsidy at farm lavel; and some minor
regional cattle development schemes, consisting mainly of
granting long term credits to commercial ranches. None of
these programs reachad the public expenditure proportions’ of
the Rice and Sugar Plans

A more Inclusivz aaricultural policy approach would have been
difficult to conceive, aiven the political, social and institu-
tional operational matrix of the military dictatorship. - Its con-
servative-conventional context precluded more direct concern wi th
the social conditions of a politically potentially ‘"dangerous'’
campesino population, and thus it rotied on the 'friendlier!
commercial and traditional larga-scale farmers for indirect
support of its policy.

ndoubtedly, commcrcial farm groups had direct access to
the highest policy decision=making circles of government. This
access took place through pressure groups and through direct
personal contact by government with this ralatively small segment
of the rural population. To what extent these pressure groups
were able to influence the direction of agricultural policy Is
difficult to ascertain.47 DBut it is obvious that the design of
the overall agricultural policy of inport substitution was con-
ccived not merely in terms of elimirating said imports (this as
an cnd in itself would have been ludicrous), but also to protect
the national farmer from cheap foreign compcting products. This
protected farmer was not the small campesino who did not conduct
his enterprise according to the laws of supply and demand of the
marketplace, but those producers, regardless of how inefficiently
tivey managed their enterprise, who had undertaken a certain
amount of investment in thcir land, and thus werc able to increase
production in a short period of tima.

It should also bz kept in mind that agricultural policy did
not utilize complicated internal market intervention mechanisms,
such as guaranteced prices, marketing schemes, direct input-factor
subsidies, and price stabilization policies. Although government
inherited from the 1940 decade a rathar complex, but at the same
time incfficient set of these policy tools (minimum price program
and legislation, silo and storage networks, direct intervention
of “\P in the product and input markets, cte.), thesc ware aban-
doned or hardly utilized. Only protective high import tariffs,
exonerations and prohibitions were uscd to any large extent.

Lastly, it should be pointed out that almost all of the
policics pursued during the Perez Jimenez regime had becn initiated
or conceived during the rcformist government of Accion Democratica
or the libaral one of ‘tedina Angarita. Thus, a policy continuity
can again Ye clcarly discerned, that had as its main objective
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and purposa to invigoratc agricultural performance through glving
dlrect assistance, mainly financial, to thc commercial sectors.

i'o real Innavations can be found during this period, cither in
terms of concelving naw !maginative programs or in relation to

new organizationzi administrative struatures. The basic difference
with the previous regimes' approach toward thc agricultural
problem’" can be found in ihe almost total neglect of the woas
affoecting the by-far-greatest majority of the -ural population--
namcly, the small campasino.

How can such a nhenomenon of policy continulty be explained?
as it a case of burcaucratic inertia? Most definiteiy not.
Morc or less constant socio-cconomic circumstances. and a tradition
of expiaining prevalling rural backwardness in terms of a low
man/land ratio and the Inhcrent low quality of the rative human
elemant over a 30-year perlod scem to be the two major rcasons -
for policy continuity. In other words, low agricultural produc-
tivity kept on being recognized as being a direct function of
underpopulation of a potentially fertile land and of lack of
capital Investment. To Increasc production--3s much In the 1930's
as in the mid-1950's--heavy capital Investments and an. immigration-
colonization (Turen) approach becamec thu most appropriate answvers
to this problem,
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CHAPTER 5: POLITICIZATION, DEVELOPMENT CONSC'OUSNESS '
‘ ' AHD "AGRARIAN REFORM=-
A et POLICY COlTEYT

t o~

The Downfall of Perez Jimcnez

The list of grievances against the Perez Jimenez rcgime was
large. |t included squandering of public funds, unprecedented
officlal corruption, suppression of freedom and clvil rights,
complete disregard for soci2l needs of the poor, nepotism within
the government, etc. 1+ was precisely this long list of common
grievances that led to formation of a united front against the
Perez Jimenez regime, and which not only led to his downfall in
January 1953, but served as a coalescing element in the policies
and government action of the Junta that succeaded him. Tne mood
of the body politic during 1958 was one of a never- hefcre-seen
unity in regard to certain common nolitical principles. such as
opposition to military rule, the need to Introduce social reforms
under a democratic system and recognition of the Inherent dangers
of excessive political bickering. This fraternal democratic spirit
led the main political leaders in exile, Romulo Betancourt (AD),
Jovito Villaitba (URD), and Rafael Caldera (COPE!) to sign In
Hew York in January 1958 an Interparty agreement to be known later
as the Pacto de Punto Fijo in which signers agreed to form an
Interparty government rcgardless of the results of the anticipated
electoral campaign. Further, it was agrced that the new interparty
government would be dzeply committed to social change.

The military civilian seven-man Junta, under the presidency
of Admiral Larrazabal, which was formed after the dictator's
dismissal, immediately granted complete political frcedoms. It
declared Itself only a '"provisional'' caretaker government until
free elections could be held in the later part of the year.

The exlled lecaders of the dissolved parties, Acclon Demo=
cratica, COPEl, URD, etc., flocked back to Venczuela and had to
start to rcbulld their dismantled political machincries while
working energetically for the forthcoming clection., Even the
president of the ruling Junta, Admiral Larrazzial, resigned his
high post by midyear, formed his own political movement, and
campaigned vigorously for the presidency in an alliance with
URD. Undcubtedly, the party which could organize itself and
reconstruct its appnaratus the fastest had an obvious advantage
In the forthcoming election.

It was within this climate that a new look was tcken at the
many social and economic iils that had been plaguing the country.
Social Issuzs werc given special emphasis In the formulation of
an ovzrall national decvelopment policy. Education at all ‘levels,
tural -housing, med!cal assistance for low incomd groups, agrarlan
reform, new labor legislation, and broadening of the social
security system were some of the topics that drew the attention
of new poiwer holders within goverament and were publicly debated.
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Althouch this national .onsensus and lack of political antagon-
Ism was rclatively short=lived==by the end of 1953 political
bickering of partics became alrcady commonplace--it served to
help formulate a whole sct of new policies which influenced govern-
ment actions during the rest of the 1950's. Probably the most
outstanding and pronounced departurc vrom the overall policies
nursucd by the Parez Jimenez regime was the definite push of
Indvstrialization programs via an import substitution approach,
and the revival of the agrarian reform issue. Altiough ncither
of these two programs was new to Venezuecla, and both of them had
figured in the development policias of the previous government,
after 1960 they came into full force as specific and articulated
factors in an overall devclopment stratcay.

A\ ilew Framework for Economi: Pollicy

£conomic palicy in Yenezuela, up to the cmergence of the
democratic governments of the 1960's, had largely been determined
and shaped by 2 relatively small group of decision-makers within
the highest snncres of government, and also by a number of specific
interest grouns that had direct access to governmentz] decision-
makers. This scheme operated even during the short-lived democracy
of the AD-controlled government of the 1345-48 era, atthough there
was a certain diffusion of political power.

The +:asons for thi. centralization can be found largely
in the existence of autocratic governments and in the relatively
fow econcmic interest groups that were competing for the state's
recsources. This last circumstance, of course, was a diract
reflection of the small divaersificd base of the economy. But as
the wealth of potroleum started to spread into broad arcas of
the country in the late 1940's, a more complex and urban-centered
socio~economic structure startcd to emerge, and new power con-
tenders anpearcd which claimed influence in the decision-making
processes. This influence was never very articulated as long
as government actions remained concentrated in a few hands.

ith the advent of governments that depended on a broader
national conscnsus. interest groups had to cxercise their demands
within the framework of open public discussion and overt pressurcs.
This by itself caused the adoption of a nev. style by government
decision-makers in the formulation of economic pclicies.

These interest groups were, in the flrst place, the political
partics and tho social segments they claimed to represent. |In
the sccond place, they werc the economic pressure groups of specific
Interests. And, in the third, they were a multitude of other
social groups, often not very cohesive and well-organized, such
as students, bureaucrats, or the urban middle ‘elass, Within thls
new socio-political framework, economic policy was formulated.
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Often new formulations borrowed heavily from past experiences,
but at the same time other approachcs to solving old problems
started to make their appcarance.

Yithin this now framework three areas received top priority.
First, diversification of thc economy through industrialization
acquired a new sense of urgency. Szcond, the agricultural develop-
ment issuc received considerable attention again; and last, social
improvement programs, esoecially education at all levels, became
an arza of great concern. The latter two issues had been largely
neglected by the government of the 1950's. ilone of these three
policy arcas were of an original conception, since antccedents
for them existed in the ''Tlan de Febrero' of 1937 during the Lopez
Contreras government, and in the cstablishment of the Corporacion
Venezolana de Fomento in 1945 under the motto of Sembrar el
Petroleo (To Sow Patroleum).

Thus, the three-nronged approach at curing the major ailments
of the country should be regarded not as = new and orizinal
conception, but as 2 renewal of policy efforts that originated
in the immediate post~Gomez era. The differcnce of the 1960's
policy formulation, in ralation to previous ones, is more one
of emphasis, degirce and style.

Throughout th: 1950's, and in part of the preceding decade
when governmznt revenues were rapidly increasing, a large propor-
tion of the state's resources was directed at creating a social
overhead capital base¢ to promote rapid economic expansion. Invest-
ment priority was assignad to public works programs, such as the
expansion of the road nctwork, the substantial enlargement of
public utilitias on a national scale, the improvement of the urban
physical ecavironmznt, the building of communication facilitics,
and other related and similar physical infrastructure werks.,

These arcas probably received excessive attention. In the beginning
of the 1200's, further expznditures in infrastructure received

a rzlatively low priority because it was felt that a certain degrece
of saturation hod been achiuved and attention should be turnced toward
other cconomic arcas and naglected social improvement policies.h9
Thus economic »olicy in Venczuzla after 1260 still contained the
basic ingredients of a problem conception that originated at leaast
two decades earlier. This conception recognizad not only the
economic hackwardress of the country but was also concerned with
soclal maladjustments. In other words, it was recognized that
despite economic hottlenecks, social change was essential in order
to incorporatc large numbers of underprivileged citizens into the
mainstrecam of twentieth century modernity.

Although this problem conception is by no means startling and
was cxpounded in Sroad nonoperative terms, the policy implementation
and the tools used to carry it out during thc 1360's became much
more sophisticatcd, complex and '‘rational' than during previous yecars.
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This was not only the result of the new broad power structure and
democratization of the decision-making process, but also a reflection
of the gradual technification of the central burcaucracy that
permitted the introducticn of professionalism into the process.
Probably the most outstanding dcvices that were adopted in this

sensc were the establishmant of a national planning system, the
introduction of modern budgetary procecdures by the central govern-
ment, and the first earnest attempt to establish an unpolitical

civil service to be carricd out through a reform of the national
public administrative apparatus.50

Overall Dav:lopmint and Structural Change

After 1957 the national cconomy of Yenczuzsla lost the high
growth momentum that had characterized it since 1945, although
it kept raqistering growth ratces that permitted improvements in
the average per capita income and the generation of sufficient
capital for reinvestment and diversification of the structural
production base. Two circumstances can be singled out in this
. new situation. First, after the Sucz crisis had becn overcome
in 1958, substantial changes tock place In the world petroleum
market which adversely affected the competitive position of the
country’s petrcleum industry. .\nd, second, rapid demographic
growth with urbanization and increased consumption expenditures
reduced funds available for capital formation.

This new situation again brought to the surface the extreme
vulncrability of Venczuela's cconomy caused by the eéxcessive
dependency on one single export commodity, but at the same time
served as an incentive to promote and serijously pursue cconomic
policies that would diversify its productive base.

By 1959 the ‘Yenazuzlan cconomy started to fecl the uffects
of the normalization of the world petroleum market with its fall
In prices. By the end of 1958 th: country's cconony found itseclf
In a crisis or depression that lasted until 1961,

Tha 195%9-C1 cconomic crisis pointed out some fundamental
weaknesses of the Venczuelan economy which had been largely ignored
during almost fifteen years of uninterrupted growth. The crisis
also demonstrated that the asovernment decision-making apparatus
was not prepared to enact <ffective anti-cyclical economic
measures nceded to restore stability to Venezucla's economy.

In addition, the crisis showcd how necessary it was for the
government to maintain and encouragec large-scale construction
industry activitios because of the cmploymant such activities
provided for the rapidly incrcasing unskilled labor force.
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After 1960, Yenezucla Initiated a clearly defined Industrial-
izatlon policy via import substitution. The government became
directly engaged in thc management of two basic industries-=the
state-owned steel and pctro-chemical complexes--which actually
were bogun under thz Perez Jimenez regim2, and initiated o large
number of specific measures to encourage industrialization, such
as customs protcctions, quota systems for imports, tax deductions,
long~term/low-interest loans, techrical assistance, and special
legislation. The Corporacion Venezolana de Fomento (CYF), which
since Its incention in 1945 had been intimately involved with
agricultural and rural dovelopment schemes, was complctely
retired from these ficlds and became the main vehicle through
which financial aspects of the industriallzation program were
carricd out. The Industries Jirection of the Ministry of Jcvelop-
ment (inisterio de Fomento) noticeably expanded in its activitics
and became the government agency that collaborated with the new
Central Planning Nffice (CORDIPLAIY) in the industriallzation effort.

Tha rapid expansion of industrial activitics can be observed
in Table V=1, which shows the evolution of Venezuela's gross
domcstic product between 1959 and 1967. Thus government efforts
at broadening the industrial base of the country werc showing
success.

avelopment_and Performance of Agriculture

During the 1780 decade, the agricultural scctor of the Vene-
zuelan economy continucd overall general development along the
lincs of the pravious ten years, although global grouth rates
waere slightly higher., This was the result of the appearance of
new modern and dynamic factors within the scctor that permitted
a "take-of £' frec from constraints imposed by traditional elcments.
ilevar theless, development continuad most unevenly, bringing to
the surface inapronounced manncr the basic structural dichotomy
of the country's agriculture. Cn the onc hand, a rclatively
small number of commercially-oricnted farmers managed their
enterprises with modern technology and responded to market prices.
On the othes hand, traditional farmers, who were mainly scmi-
subsistence campasinos, were isolated from the mainstream of
modernity.

thile the commercial farmers respondad readily to changing
patterns of aggregate demands, the traditional sectors were
unwilling or unable to adjust their outputs to the new dynamic
demand eloments of the merket. Thelr cconomic behavior was
similar to that of th2 orevious two decades.

Although ovarall growth of the sector was quite impressive
(ovar six percent yearly), agriculture still remained the most
backward and incfficient of all the major sectors withir the
economy. Although it contributed only seven percent to the ?ross
domestic product, it employed one-third of the labor force.?



TABLE V-]

VEHEZUELA: GROSS DOMESTIC PRODUCT, 1952 - 1957
(illions of bolivares at 1257 pricas)
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Annual

Sectors 1959 1960 1961 1252 1943 1954 1965 1365 1967 SGrowth %
PRIMARY 9216 9651 9742 19,57h 10,759 11,43h 11,781 11,602 12,200 3.6
Agriculture 1642 1507 1345 1,978 2,034 2,264 2,395 2,522 2,696 6.4

Petrol. & mines 7574 7354 7337 3,525 3,675 9,170 9,386 9,080 9,504 2.9

SECONDARY 5461 5122 B°63 5,384 5,855 8,54k 7,151 7,538 7,338 4.7
Hanufacturing! 3418 3311 345k 3,741 4,002 4,527 4,921 5,100 5,338 5.7
Construction 1707 14k& 1097 1,155 1,230 1,473 1,527 1,630 1,665 0.3
Power & water 336 367 W7 437 573 44 703 803 895  13.0
TERT I ARY 11,335 11,653 12,171 12,628 13,150 14,058 14,334 15,617 15,52k 4.7
Commerce koo3 3839 3927 4,160 4,160 4,535 4,730 5,635 5,898 4.9
Other services 7386 7814 8244 7,468 8,990 9,523 10,194 9,982 10,526 k.5
TOTAL _ 26,066 26,436 25,831 23,536 29,764 32,135 33,766 34,757 36,522 4.3

- 69 -

——

Source: Annual reports of the Banco Central de Venezuela.

Tincludes petroleum refinery.
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This, of coursa, rcsulted in an extremely low productivity
per employed person. ‘For 1955, the annual product per cconomically
active ncrson in agriculturc was 2.6 thousand bolivares, while
for thc economy as a whole, it amounted to Us. 12.4 thousand.

For petroleum and mines it vas 8s. 241,000 and for manufacturing
and scrvices It came to Bs. 12.7 thousand and 3s. 12.4 thousand,
respectively. Although farm output per cmployed person expanded
rapidly during this pariod at 5.7 percent annually (the economy
as 2 whole graw at 2.3 percant per annum) the productivity dis-
narities were of such a large magni tude that the gap existing
hetween agriculture and other cconomic activitics was hardly
affocted.

& further reflection of this low agricultural productivity
was the small contribution of agriculture toward national income
(betwean 7.5 percent and 8 percent for the 1760 decade) and the
reduced existing capital per parson in agriculture.52 Ns a con-
sequance, the relation between fixed canital and product was also
considerably lower for agriculture in comparison to the other
sectors of the cconomy (0,247 for agriculture in 1966 against 0.61
for the other scctors).53 Only 2round 15 percent of the total
fixed invostment was in agriculture.

The output of the agricultural sector during the 1960's
accentuated trunds that already became discernible during the
previous decade. General crops kept on dininishing in importance,
contributing one-half of total output. in 1950 they amounted to
almost throc-fourths of the total (sece Table V-2). At the same
time, the rnarticipation of the livestock sector kept increasing,
from 23.3 percent in 1357 to 37.9 percent in 1967. Fishcries
and forest products still were not of major sianificance within
the szctor.

‘lithin the crops group, matcrials for industry (oiVsceds,
tobacco, cottorn, sugar canz, ctc.) registered the fastest exnansion
(73.4 percent) during thesc scven yeers. This was a direct outcome
of the industrialization that was taking nlace under the umbrella
of protcctionism. In several of thuse Magro-industrial'' crops,
which were imported during the previous two decades, the country
became almost self-sufficicent (scsame and tobacco), while in others
(cotton and copra) a reduction in imports took pnlace. In sujer
and rlce, with help of a subsidy after 1962, the country became
a reqular cxoorter.

Thase were the crons that most commercial farms grew (with
the exception of sisal and copra) which waore reacting to expanding
industrial demand. Contract agriculture became commonp lace for
many of thesc crops.
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TABLE V-

A’RlCULTURAL 0UTPUT°-|960

2

 (tillions of boluvares at 1957 prices)

v ——- -

- e e

— - s 0o

m—— e e e e O ———
P et

1959 1343 1355
t. Crops
a) Materials for industry
Tohacco o, L7.4 47 .1
Cotton and sjsal 35.1 53.3 72.3
Sugar cane 115.9 143.83 191.6
0il sceds 37.1 5h.5 72.J
- Total 237.3 354,0 333.8
b).Expoft crops
: Coffee 159.1 209.5 227.7
Cacao 2h4.5 52.9 59.3
Total 193.6 253.5 257.0
¢) Food crons
Rice L3 85.3 126.5
Malze 102.7% 10,5 143.3
- Legumes 4.3 35.4 ho.2
Tubers 186.1 214.5 218.6
Others 207.1 242.6 238,2
Total 50h,7 695.° 316."
Total crons 1036.1 1243.3  1487.4
i1, Livestock products
: and cattle
a) Cattle 426.8  hh3.6 - 533.7
L) 1k 214.,% 279.0 361.0
c) Fags 37.9 70.2 ge. b
Total livestock 573.3  77°2.8 934
I11. Fisheries 50.2 56.4 6.0
IV. Forastry products 7.1 75.9 107.7
| GRAYD TOTAL 1832.7  2160.4  2643.h

1963, I§6§ and 1967

———— . ————— - S

- —————— o

1967

62.5

77.4
173.8
119.6
h24.3

231.2
51.7
232.9

172.4
172.9

51.0
243.7
316.3
257.3

1674.5

520.7
4341
29.h
1145.2
76.4

123.4

3021.5

* e e ——— -

Source:

. w——— o

sanco Central de Venezuela, yearly reports, and Anuario
Estadistico Agropacuario of the 'inistry of Agriculture.
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The traditional export crops, coffee and cacao, dropped pro-
portionally in total output from 14.9 percent in 1951 to 3.4
parcent in 1967, 2lthough thelr joint output in monetary terms
Increased by 46 percent during these years. Coffcae production
remained virtually stagnant during this period, while cacao
expanded. Stagnation of the coffee industry, despite a direct
subsidy through 2 differcntial exchange rate and a special credit
program, was cvidence that serious structural imbalances still
existed. Coffee production was maintained only becausc of heavy
governmental assistance.

Food crops in gencral registered an increase of 69 percent
during this savcn-y:ar period, with increascs pronounced in rice
and oth:r crops, mainly vagatablas and fruits. A1l of these were
hasically groun by commercial farmers. Rice recelved a very high
guaranteed minimum nrice, which was such an incentive that by
1965 surpluscs appearcd, and the banco ngricola y Pecuario, the
official purchasing agency, had to export its rapidly accumulating
surpluses at considarable losses.

Ine of the most noticeable offects of the expansion of agri-
cultural production was 3 decreasc in food imports and a change
in import composition. Yearly agricultural import averages for
1960-565 were 35 percent lower than those for the 1950 decade.5h
in 1257, total imports of agricultural products showed a considerable
drop from the 3s. 793.% million yearly average for the 1959-1561
period, to Ws. 570.3 million. This includes not only foodstuffs
but also animal breeding stock, improved seeds, fisheries and
forastry products.

The ranid expansion of agricultural output in overall tcrms,
although quite impressive when considering the difficuities that
were being experianced in many other Latin American countrics, by
no means indicates that production had reached high cfficiency
levels or that modarn tcchnology was being employed extensively
throughout the sector.

Physical yiclds in almost all crops werc rather low when com=
pared to thosc nrevailing in most developed countrics, and indica~
tions ware that modern yield-increasing inputs were still not
amnloyad very cxtensively.55

ieverthsless, the use of modern technology was increasing
at a rapid but most uneven pace. The adoption was most readily
undertaken in the so-called a-ri-industrial crops (tobacco, sesame,
cotton, sugar cana, rice, vegetables and fruits), while in the
traditional nroducts (corn, manioc, beans, coffee and cacao) a
very slow absorption occurred. A similar situation emerged In the
livestock sactor. 'Mile cattle reising and dairy production were
still using primitive hushandry mcthods based mostly on grazing
of unimprovcd pastures, capital intensive methods werc employed
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in the broiler and egg industries and extremely high output rates
were achieved during these years.56 In all of these four areas,
production increased at rates above population growth, indicating
that average nutritional standards were improving,

As during the 1950's, increases in overall agricultural output
were due in large measure to expansion of cultivated areas. It
has been estimated that between 1960 and 1965 cropped land incireased
at a yearly average of 4,8 percent (from 1.3 million hectares
to 1.6 million hectares), while phvsical yields for the same period
showed a yearly improvement of 4,3 percent and total agricultural
crop output expanded at an annual rate of 7.4 percent. 7 1t can
be concluded, then, that 55 percent of output increase was attribut-
able to the expansior of the area under cultivation, and the
remaining 45 percent to yield=-increasing technology.

Continuation of the Two-Sector Approach

Public economic policies directed at the agricultural sector
after 1960 did not show significant departures from those previously
implemented. Policy relied heavily on programs and experiences of
the past, largely because the problem framework of the agricultural
sector had not been substantially modified from that of the previous
two decades. - Nevertheless, the style employed and the emphasis
and priority given to bring about changes among the different
problem areas departed in many instances fron previous experiences.
This can be attributed largely to two basic circumstances: the
diffusion of the decision-making process as a result of the demo-
cratic regime and the appearance of technocratic elements within
the government apparatus that approached problems through applica~
tion of rational scientific methods, Probably the first of these
two circumstances was more influential and pronounced. The
increasing availability of state resources was an additional factor
that not only permitted a more intensive pursuance of already=
existing schemes, but at the same time ailowed initiation of some
new programs,

One of the main departures from policies of the previous
regime was the considerable stress given to programs of social
improvement and other fields almost completely neglected by the
military government, But this by no means implies that the
commercial sectors, or empresarios (entrepreneurs) as they came
to be known, were neglected by public policy., As a matter of
fact, strong emphasis was glven in differentiating, for policy
purposes, two types of producers: the empresarfos and the
campesinos. Thus it became openly recognized that two basically
different production structures existed in the country's agricul=-
ture. The first one Included large commercial farmers who had an
accentable level of management on’their forms, and an adequate
resource base at their disposal and were capable of combining them
at a rather "efficient" level. Consequently, the assistance they
required from the state was limitad basically to financial capital
to Increase production and protection from foreign compntition of
lower-priced products.
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The campesino sector, 1t was perceived, needed a completely
different public approach to solve its problems. 1t was admi tted
that backwardness cxistad and that this was causcd by social in-
justices. Further, the compesino's poverty excludad him from a
massive consumcr market. & mixture of altruism, cconomic urgency
and political cxpadiency shaped the ralson d'gggg'of the policy
approach toward the campesinos. Pccause the root causzs of the
neasantry's problems were different than thosc affecting the
commercial farmer, policy tools employed for solving them were
also different.  These differcncas were expresscd in tae Mgrarian
roform Law passad In 1960 and in specific programs based on that
legislation.

fg can be sean, this aporoach tcward solving the rural problem
was quitc similar to the cne presented in the 1540 decade, During
that period a clear distinction was also made between the two
distlnct suctors of “apezuela's agriculturc. Those two sectors
viare not s2en as contradictory for policy purposes, although
latifundiaism was ecxcluded from both of these categories. The
backwardness of agriculture contained in the 1940's, as in the
1940's, two clements: first, tha incfficicnt low-yielding commers=
clal farming scctors which in the 1940 decade made massive imports
of foodstuffs necessary and, sccond, the rural poverty problem
with all of its sccial, institutional and cconomic implications.
It was heliaved that while improvements in economic cfficiency of
the commer<cial sactors could he brought about, mainly by making
more capital available to them, the solution of the campesino's
problem caenterad around the implementation of the agrarian rcform,
which not only imnlied giving him land, but also technical assist-
ance and credit. The agrarian roform can be viewsd not merely
as a policy schome to provide some 200,000 peasants with their
own land, but as 2n =ffort to integrate cconomically, socially and
politically this larje scgment of the country's population into
the mainstream of modern Vifc.

‘Ihile agricultural dzvelopment apparently was being percelved
as an issun of great mational urgency during the first two or
three years of the new democratic system, resource ass lgnments
by thc central governnznt to the scctor did not show a pronoun.zd
ovarall chang: from previous patterns. During the 1959's, total
budgatary assignmcnts to agriculture had fluctuated around 7 purcent
of the national budgat. For the 1958 to 1767 period, this per-
centage increased slightly to around 10.5 percent (sea Table v-3).
ss the national budget expanded from Bs. 6097 million in 195758
to Uss. 8186 million in 1967 (o 3h.2 percent increasc), overall
expenditures in agriculturc rose by L3 percent (from Bs. 579
million to Bs. 831 million). :



TASLE V-3

VEMEZUELA: BUDGRETARY EXPEMDITURES ¥ THE AGRICULTURAL SECTOR, BY AGENCY,
1957-53, 1967
(Millions of bolivares)
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Percent of
Hinistry Agri- Total Agri-
Total Total of Agri~ Agrarian cultural Irriga- Coffec culture to
3udget Hational Agri- culture Institute Bank tion and Cacao Milk Rural  WNational
Year. _ Budgat culture _ (WAC) __(IAN) ___(BSF) _ (#0P) Subsidiesb Subsidy ‘Housings Budget
1957-5% 6,027.7 579.2 323.93 539.4 36.2 71.8 5.8 21.2 - 3.5
1953=59 5,619.1 h67.3 259.5 100.3 0.3 59.3 1.6 27.3 9.0 7.0
1252 60 5,714.1 530.9 255.2 121.8 6.3 55.9 10.9 32.% 27.4 3.6
1360-51 7,114.8 B13.7 326.1 192.5 100.0 112.5 13.9 35.3 25.0 1.4
1541 (sem) 3,187.8 333.3 135.3 78.0 32.9 51.4 -~ 19.8 13.9 10.6
1962 5,553.h 579.1 254.83 131.3 3.0 135.6 3.5 43.6 33.0 10.5
1953 5,533.3 623.6 224.2 107.3 5G.9 1£3.3 5.2 52.0 LT 5.4
1564 7,202.5 793.5 232.3 150.9 130.9 162.0 3.5 50.0 £7.9 1.1
1965 7,537.3 367. 279.45 150.% 150.0 158.2 11.2 4o.0 77.5 1.4
1965 5,019.5 393.1 274.5 165.7 100.9 217.5 13.9 ho.o 79.3 11.1
19672 3,186.0 331.2 290.9 163.7 100.0 231.5 Nol.d 0.9 H.l. 10.1
Pecreed tudgat, January 1947. CRural Housing Frogram.
brefurs to calendar yoar. dilo information.
10TE: Up to July 1961 the Yenezuclan budget year was from July 1 to June 30. Semestcr 1961 was"
transitory (July to December). After 1952, the budget year equaled calendar year.
Source: Hinisterio de liacienda, Dircecion General de Presupucsto: Yearly Hational Budget Law and

files of said agency.
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The internal composition of agricultural expenditures,
however, showad a considerable modification from that of the
previous dacade. In the first place, the Agricultural 3ank (BAP)
acain started receiving regular appropriations, although tihese
fluctuated considerably throughout the period. They amounted to
around 15 percent for ‘the last six years. As expected, the Agrarian
Institutc's (171) hudget also increasecd considerably, but for
the last four years of the poriod under consideration their
appropriations stabilized after having been curtailed by Congress
in 1932 and 1243 from the all-time high of Bs. 199.5 million in
1960-51 (su:c Tabla Y=3). Throughout the whole period, approximately
ona~fifth of the total agricultural budget was assigned to this
agency which was in charye of exceuting the agrarian reform. The
most noticeable change occurred in the funds of the ilinistry of
Agriculture (M~C), which failed to increase proportionately.

I'ts share of the aaricultural pic decreased from over half in
1957-1957 to ona~third in the last ycars of the pericd. Expendi-
turcs in irriyation, a program being carried out by the Ainistry
of Public ‘orks %10P)--and not jointly with the HAC, as"in former
years--expandead impressively. In ten years it trebled,: amounting
in 1957 to a little over one~fourth of the total agricultural
budqget.

The rural housing program, oxccuted by a specialized agency
(Halarialogia) of the Hinistry of licalth, dramatically increased
its cxpenditures from a mere 3s. I million in 1955-535 to almost
8s. 30 million in 1256, The milk subsidy, after showing a con~
tinued rise up to 1953 when it reachad 3s. 42 million, became
stalilized thereafter at 2 3s. 40 million per year. Coffee and
cacao, the only major export crons, continued to recceive an
indirect suhsidy by the Contral lank (3cV) through a differential
exchange rate wiich fluctuated considcerably according to the
volume of uxports.

Tha previous discussion gave only an overall view of the
quantitativc changes that occurred in the distribution of the
state's monetary resources in the agricultural scctor, without
making r:fcrence to how much of them were channeled toward the
campesino sector. Although opuratively it Lecomes difficult to
determine an exact amount in this scnsc because of the lack of
detailed fiqures, and also because of the dual purpesce of some
of the specific pragrams (such as extension, rescarch and irriga-
tion), 1 tentative figure would be that during the 1963 to 1967
period betwzen 30 and €0 percent of the total government budget
in agriculture was spxcifically dirzcted toward programs dealing
with the improvement of the socio-cccnomic condition of the small
peasant. So, for cxample, thc axtension service of the Hinistry
of Agriculturc aftur 1962 dealt almust sxclusively with beneficiaries
of the agrarian rcform. The awbitious irrigation program of the
Ministry of Fublic ‘‘orks raoidly changed its emphasis to establishing
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small peasant hoidings. in accordance with provisions of the Agrarian
Reform Law. The Banco Agricola y Pecuario (8AP) after 1559 insti-
tuted a specific credit linc, the credl to campesino, for financing
short-term cash crops. fver fifty percent of its yearly lendings
went into this fizld., Even the special long-term credit programs
Jointly administercd by the BAP and Ministry of Agriculturc for
improving performance of the cattle,coffee and caczo subsectors
(originally concaived in 1958 for only large comaercial fariers
because they required a nortgage guarantee) became increasingly
accessible to small farmers by changing thc mortgage provisions.

By 1365, most of the specific programs carried out directly
by the Vunezuelan government through its diverse specialized
agencies in the rural arcas had become involved with the
campesino sector In onc way or another. The number of these
schemes is quite large, as well as the number of agencies involved
in them,

The basis for this problem=solving approach was not only the
1360 agrarian reform bill, but was also an outgrowth of the demo-
cratization and politicization process that was taking place in
the general sphere of policy dacision formulation and implementation.
The Federacion Campesina de Venezuela (FCV) and the two major
political parties (AD and COPET) played a decisive role in the
problem=solving process of tha peasant sector, as will be demon-
strated in a later scction. It may bs posited, nevertheless, that
the lack of propar coordination of this 2ffort left much to be
deslred, beacause the politicization of the allocation process had
spillover cffects for implementation of tochnical aspects of the
various programs. Consequently, investment maximization considera-
tions often nlayad only a peripheral role in the implementation
procedures, leaving the possibillty open that the State's resources
were aither being squandered or were being invested in such a manner
that their hencfits or offectiveness were quite low. Additionally,
the government lacked the administrative capability to match the
rapidly exmanding demands imposed upon it. Various attempts to
Improve the state's administrative capability ran into political
difficultics ond were not offactive.5d

Commcreial Agriculture and Pressure Groups

Yhile the stace was significantly augmenting the amount of
resources made aviilable to the campesino sector it was also
undertaking policies to. directly benefit and increase the productive
cfficlency of commercial agriculture. Commercial farmers demandad
JIncreases in profits and a climate of security of expactations
that would preciscly make possible said profit augmentation.

The demand for security of cxpectations arose out of the
uncertainty that accompanicd implementation of agrarian reform
and was initially centered around land Invasions and later around
legal provisions to control the advancement of the agricultural
frontier, '
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. Since the main concern of the commercial farmer was with
improving his ccononic position, his demands from the government

" were directed at those spheres of policy which would insu.c him a
more favorablc competitive position in the market.

in the first place, a more effective protection vas demanded
from lower=priced imports. Second, the increasing availability
of “cheap and expudicent credit!' was regarded as essential. Third,
the statc was askad to provide a secure outlet for his production.
And, fourth, the availability of Yrcasonably'’ priced inputs was
to he sccured by government intervention. In order to ot .n these
henefits, pressurc was applied via producers' assoclations.

As has been already mentioned in previous chapters, sevaral
of these pressure groups were establishod in the late 1930's and
generally led 2 very insccure and innocuous existence throughout
the 19%0's and 1950's. Because of the highly autocratic declsion=
making process that prevailed during those decades, and because of
the smallness of the associations, demands put forward during those
years were not very articulate and quite often had little effect
on governmental decislon-makers. Producers' associations cither
formulated their demands individually or through the Camara Agricola
or Federacion Venezolana de Camaras y Asociaciones dc Comercio y
Produccion {FEDECAMARAS).

But as cormerclial agriculture increased in importance and
specialized production regions appeared in the 1950's, the producers'
associations gained in strength, consolldated themselves, and became
very vociferous in their demcads. By the middle of the 1960's,
even conflicts among these groups bacame frequent and the state had
to intervene as a mediator.

The almost~dormant Camara Agricola, which never showed a clear
leadership, disapneared in 1251 and was replaced by FEDEAGRO
(Federacion ‘lacional de Asociaciones de Productores Agropecuarioﬁ)-
At the same time, as FEDECAMARAS became more act:vely involved In
national policy questions, so did the “agricultural group'' within
the Faderation, gaining prominence and prestige.

A new agricultural policy decision-making matrix thus became
2stablished through which pressurc was exercised upon the state
quite effectively on matters of dircet concern to commercial farmers.
The matrix also functioned as a gricvance and probiem transmittar.

. But, at the same time, it allowed the government to act as an
arbitrator whan conflicts arose between pressurc groups. The most
predominant agricultural producers' associations were the following:
Asociacion ilacional de Ganaderos (cattlemen), Socledad Rural del

Zulia (ropresenting mainly commercial milk producers of that state),

Asociacion de Cultivadores de Algodon (cotton growers), Asociacion

de Productores hurales de Portugucsa (uniting the highly commercial,

succcssful rice, sesamz and corn-growing farmers in that state),
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bnion do Cultivadores de Tabaco (tobacco growers), fsociacion de
uanlcultorungSUQur canc farmors), Ascciacicn Venazolana de uafl'
Lultnres (coffee growers), Asociacion .lacional de Criadores Je

Janado Porcino (hog farmers), and vio r.jional potatu farmers associa-
tions., .ccause mawny of thy orcducers' associations led a very
ephemzral existince or cane into action only wmen & spacific

problem arnsz that affectzd the interasts of their associates,

it bocoms rativor difficult to ascertain cithar the exact nunbder

of them or th. num*er of mem"zr Farmors.

By 1965, at least scventecn national associations existed,
representing specific commodity producers such as tobacco, cof.ce,
cacao, cattle, c¢tc., and arocund twenty-one statewide or regional
groups, of which no more than six were actively engaged in represent-
ing the interests of thcir associations.

As pressure groups kept increasing their demands for state
action, an institutional apparatus emerged within government that
tried to formalize thelr demands through clear agreements. This
system consisted of ''routinizing the rcsolution of recurrent types
of interest demands and conflicts''59 through the institution of the
Juntas “acionales de la Produccion (Haticral Producticn Juntas) in
1960, Thesc were special boards, constituted under the auspices of
the Ministry of Agriculture, in which the different and conflicting
intarests for a spacific problem arca were brought toscther and
formal agreement ias souqht to which all involved parties had to
adhcre. 60

“efore the establishment of the "Junta de Produccion Conflict
Resolving System! for commcrcial agriculture, direct and personal
contact betwzen aswociation r‘presentatlvcs and high government
officials was the most frequently used mechanism.

Two government agencies dealt almost exclusively with conflicts
concerning agriculturec: the cconomics department of the Hinistry
of Agriculture and the Industrics and commerce departments (dxrec-
ciones) of the Ministry of Production (Fomento). ‘Hoth of thesz
offices became more important within the Junta's procedures as
the import substitution policy of the government exercised influence
on deveiopment and growth of manufacturing industry, with its
repercussions on .2 more pronounced demand for agricultural products.
It was pracisely the linisturio de Fomento that bucame the agency
for regulating and dirccting the imoort substituticn cffort.

A considerable amount of the grouth that occurred in the
agricultural s.ctor, as has been indicated previously, originated
from tho increascd demand for anro-industrial cormoditics by
industries. .ut this had as a consecquence the emergence of agri-
cultural prassurc groups opnosinn the oligopsonistic position of
several of the industries. This brought out conflict, and the
nannzy in which thase conflicts were resclved as they became imcre
frequent was the Junts de Troduccion system.  Another origin of
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the rising friction between industry and commercial agriculture
was the desire of the latter to obtain juaranteed prices through
specific contracts, while the former often complained about the

low and varying quality of the nationally produced commoditics,
besides the higher prices in relation to foreign produced goods.
Thus, clearly defined conflict areas emerged, which often werce

_ made more ncute by the sovernment's flimport substitution at all
costs' approach to stimulating national agricultural and industrial
output.

“Jhile undoubtedly many of the agreements reached in the Juntas'
bargaining procedure scrved only to keep prometing inefficiency in
agriculturc and contributed tc the high cost of industrial output,
they undoubtedly also served to avoid impasses and provided the
required stimulus for higher agricultural output. An additional
beneficinl aspect was that the industrial demands requirement
obligated farmers to adopt modern technology, which in some cases
actually reduced production costs, as in Tcbacco, c3gs, sesame and
cotton. In the first two of these, pericdic surpluscs appeared and
efforts were made to disposc of them on the world markct. iever=
theless, not all of the conilicts were with the industrial sector.
For some products that did not require an intermediate manufacturing
process, conflicts arose between government, nroducers and commerce,
when pronounced price incraascs developed and the official sector
insisted on regulating the price, such as in potatoas (before 1952)
and beef meat, or when temporary surpluses appeared with their
downward pressurc or the nrice, such as in ¢ygs and poultry meat,

In summary, durint the 1960's, with emergence of a more comnlex
demand=supply structurc in the commarcial agricultural sector, more
possihilities of conflict appearcd between that scctor and industry.
The mechanisms that cvolved to solve thaese conflicts anc¢ shape
policy were special arYitrating boards, the Juntas ilaciocnales de
Produccion. “‘hile they might secem to be an innovation in solving
conflicts, they wera basically an outgrowth of tha personal contact
system that axisted when conflicts were less severe and frequent
bacause of thz rather simple demand-supply relationship for agri-
cultural products. This parsonal contact system between the highest
government officials and the representatives of the producers kept
on operating in axceptinnal cases when a compiete impassc was
recached within the Juntas, and the diract intervention of the
ilinister wes required. “ut generally, solution of conflicts was
sought through ‘'agivc-and=takn'' procadures. That the results
obtained through this weraz not 2lways the most satisfying, cither
to thc groups involved or to the nation as a whole, can be readily
understood.

Economic Planning and Frustrated Administrative Reform

Commercial agricultural policy, although greatly influenced
by thc subtle interplay of pressure group interests, was also
strongly motivated by other coals that emerged From within the
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government through the political parties and through the newly
established national planning system.

The 1958 national consensus on the need to improve overall
socio-economic conditions in the country directed its attention
to the very obvious archalic public administration and a lively
discussion emerged on how to incrcase its efficiency. As a result
of these discussions, two very important commissions were appointed
by the provisional government of Admiral Larrazabal to study the
means to rzorganize the natlonal burcaucratic structure and to
inquire into the feasibility of establishing a national econcmic
plannin? system.

The outcome of the work of. these two study groups was, on the
one hand, the cstablishment of the Hational Commission of Public
Adminictration (Presidential Decree 287 of June 27, 1958), and on
the other hand, thc promulgation of Decrece Mo. 422, the Law of
Coordinaticn and Planning. Zoth of these innovative features in
the public administration were met with difficulties inherent in
any attempt to reduce discretionary and centralized power within
the cstablished natlonal burcaucricy. Furthermore, both of these
reforms viere implcmented during a period of intensaz politicization
of public life, when the political sooils system and patronage
was spreading rather fast throughout the country's bureaucracy
as an outgrowth of the long-established and injrained tradition
of personal favoritism and nepotism within the country's public
administration.

Rational reform through cstablishment of modern administrative
procedures and the spoils system are jncompatible. Thus, the
initial ‘impetus to carry out these two roform attempts within the
government were lost at an early stage, and the implementation
procedures and tactics had to bc extensively modified in order to
achicve some limlted success. ‘!ithout doubt, the work of the
Administration Commission, becausc of the wide scope of its under-
taking, encountered particularly strong opposition, and its program
was substantially modified as its reform attempt bzcame more and
more frustrated.

In the three agricultural agencies (MAC, I1A# and DAP), the
Commission undertook serious attempts to rcform existiny organiza-
tion and administrative procedures. After the required studies
vere finished and praesented to the agencies' exccutives for
implementation, they were completely rcjected by the Ninistry of
Agriculture. In the Agrarian Institute only those proposals for
streamlining the central office services in Caracas were adopted,
vhile the ficld services went untouched. In the Agricultural tank,
which underwent a most severe financial crisis due to mismanagement
In 1959-80, most of the propnsals werc put into effect under the
able directior.of Dr. Alejandro Osorio. Ns a matter of fact,
saveral of the closest collaborators of Osorio in changing the
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administrative structur: of the Lank wer formsr Jfficials of the
commission. 'evartheless, the idex of the Imperative necd to
increase efficicncy of the archaic naticnal burcaucracy was never
fully given up, and the Cormission kept functiconing cven after 1962,
when much of its power and rasources Were saverely curtailed. It
played an important role in the implementation of program budgets
in all of the national agencics and did substantial work in the
reorganization of some autonomous institutes and ministries. Also,
it promptad the creation of a !!ational School of Public Administra~
tion. Its initial 7oal, neverthcless, to completcly revamp the
nation's administrative apnaratus and proceedings, tc establish

an independent civil service, and to decentralize and coordinate
decision-making processes did nct meet wi th success.

Thz achievements of thc central economic planning system, under
the guidance of the Central 0ffice for Planning and Coordination
(CORD!PLAY) were more encouraging. And this occurred largely
because the nature and extent of the adopted planning system did
not antagonizc the political leadership. On the contrary, it had
the full backing of the president. The implementation of the
operative procedures was gradual and carcfully gearad s.o that
support of the different parties that were directly affected by it
(yovernment Burzaucracy, autoncomous institutes and private business
sectors) could be obtained. Furthcrmore, the cconomic, sozial or
political doctrinec or idenlogy, was flexible in its approach to
problem-solving procedures.

Tha bhasic function of the Central Planning Office was to
formulate a national development olan with the cooperation and
consultation of existing government agencies and the private sectors
of the asconomy. ‘The settiny of policy goals and the sclection
from among alternative means for achieving those goals was ultimately
the resnonsibility of the Prosident and his Council of Ministers.
CORDIPLAY was to be the top levz] advisor to these decisions . . . 61
CORDIFLAL was established as a staff agency dircctly attached to
the presidency, and as such it was akle to wicld considerable
influence on the overall national policy formulation and implementa~
tion. This role was cven further strensthened by its spucific
functions of coordination of the different government agencies'
economic programs. Etconomic planning in Venczuela in its first
six years of cxistence emergad as a 'lational System of Coordination
and Planning in which the interrclated functions of data collection
and analysis, program formulation and implementation are carriad
out through the ministrics and autonomous institutes, and all the
way down through regional, state and municipal planning agencics.,

It was to be the responsibility of the centrel planning office to
promote, uide and coordinata thesc scattcrad planning efforts.''b2
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Thus, the work undertaken by CORDIPLAN can be divided into two
large arcas: the formulation of a national economic plan in which
specific goals to he achicved were spelled out in terms of avail~
able resources (thas: were presented in four-yzar plans, known as
the 7lan de la llacion), and the coordiration of the government
agencies! programs for achieving the established goals.

The formulaticn of thc wconomic plans was severaly linited
by thz lack of adequata and rcliable statisticai data, so that
In many scctors the ostablished arowth targets were notaing more
than extraonlations of nmast trends. Furthermore, partially because
of the lack of data on investm:nt and savings in the private sectors
of the economy, no clear-cut Implementation pulicics and proccedings
were indicated. Spacial cmphasis was given to the direct allocation
of resources snly in thos. cconomic activities that depended heavily
unon the budget of tha national government. As A conscquence,
CORDIPLAN became most concarned with the management of the national
budgat and instrumental in the firm establishment of the program-
budget technique throughout the government. This, of course, is
not surprising, given the tremendous influcnce that the state
monetary rcsources have on thc country's cconomic Jevelopment.

Some other charactaristics of the four-ycar plans are the
followinn: a sectoral approach, from which the ovcrall plan is
built upward; no major financial constraints, preciscly because
tho plans based themsalves heavily on axpected government revenues
and expenditures; no domestic saving generation; and no attenticn
to input-output interrclationships betwzen sectors. In other words,
little concern is placcd on ‘‘planning consistency,’!' because of the
naculiar position of the country in reiard to the continuous and
massive forcingn exchange inflow and the derived benefits from 1t
(capital formation, imnorts of caprital goods, foreign exchange,
cte.). Lastly, it should ba pointed out that the Plancs Cuatrienales

do not discuss th: ‘'mechanisms by which their implementation might
be checked or evaluated, although the adootion of thie program-
budget may be 2 first step ir that direction.'3

From thoe foregoing, it can be seen that CORDIPLAM's efforts
to formulate well-conceived development plans were not successful.
Undoubtudly, when measuring the growth tarycts expressed in the
plans with the actual achicvements of the econumy for the 1962-66
period, tihoy missed their marks. In this way, than, they were
not very effactiv:. So, fer instance, the Plan de 1a liacion 1960~
64 indicated an achicvable growth rate of 7 percent per year, while
thz obtained rate came to only 4 percent. Similar discrepancics
can be poninted out for most sactors of the ~conomy. (The growth
tarcet for agriculturc was sot at 3 porcent aor annum foir 1963-66,
while the achlaeved rate was .70 percent.)

Lut the idea behind the Yenczuelan planning system went a
littie furth:r than zlaborating muchanical plans that should
achieve some proposwd targets. This, of course, would be an
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extremzly technocratic and naive criteria for conceiving planning
as an instrument of rationalizing decision-miking criteria and/or
acczlerating economic growth.

Given the hasically frea-market-orientcd Venczuelan economy
and the ralatively strong position of the private scctor in the
policy declsion-making process-mthrough the nressure group system--=
Venczuclan planning nacessarily nad to persuade those sactors to
adopt some of thc Implementation nrocedures and policies outlined
in the plans. Concerning the yovernment scctor in this sense, its
task was much casier becausc of the close attachment of CORDIPLA:
to the president's office.

‘lithin this framework, then, the planning process vecomes
relevant for oparative purposcs in the sense that its success and/or
failurc can be apnraciated according to the following criteria:

(a) to what extent has the planning office influznced the cstablish-
mant of tangible and cconomically rational policy gocis for the
different sectors of the economy? (%) tias the planning process
influenced thc allocation and/or distribution of resources within
the outlined cccnomic policy”

In relation to the first, the policy goals and their content
had been establishad outside the planning technocracy. They were
bagically the outcome of the ovolution of thz social, cconomic and
political institutions of thc country, often finding their roots in
the historical matrix that determincd the present-day stagc of
development. Thus, percention of Venczuelan economic development
was In terms of the past (Romez cra, agrarian reform, and the rural
poverty issuc, import substitution and the nucd for economic diversi-
fication through industrialization, hroadening of the whole educa=-
tional systom, expansion of 2mployment opportunitics, etc.).

Thezse planning goals of the 1960's ware already part of the ideo-
logical baggage of most political parties and firmly entrenched
within the middle class ‘leltanschauvag of the national clites.
CORDIPLAN zxpoundud them only as a type of neo-orthodoxy in modern-
day development jargon.

concerning the second criteria--rational allocation of scarce
resources--the influsnce of the planning agency became yuite pro-
nounced and in certain quarters, even effective, Two factors
probably accounte.! for this: the prestige of ti2 agency bacause
of its closc attachment to the president's office, and the image
of scriousncss and ohjuectivity that it was able to create for itself
through scholarly pronouncements and presentation of its arguments
by its tochnical and exccutive staff.,

in the govoernment sphere, the firm imnlementation of the
nrogran-budget system is an cxanele of the successful actions of
CORDIFLAM. The installation of aany intergovi:rnmental boards or
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commi ttees for handling specific problem areas is anothcr example

of the agency's work, such as tha Jationa2l later Resources Committee,
the Agrarian Reform Coordination Committee, the .1ajaguas lrrigation
Project Joint “dministrative Board, the Committec for Hztallurgical
Industrics and the various ragional dev:lopment 2ajencics.

Tha established governmant investment targoets, the composition
thereof, and th: avoidance of costly dunlication of expenditures
was another area in which CORJIPLAN was rather successful. In
other words, its impact on the work done by opcrational agencies
was strongly f:lt, forcing exccutives to formulate special programs
and policias within the general policy framework established in
the development plan.,

""Taking a still larger view of CORDIPLAN's role, it has been
a major promoter and salesman of the dovelopment 'mystique. '''0h
The agoncy was abl: to stimulate debate and commentaries on a large
variety of cconomic and soucial issues, making especially strong
2mphasis on the duwindling petrolium reserves and the need to promote
rationally conceived policics that would replace that resource as
the prime development promoter. The plan became the center point
for meaningful and frank discussions between even the most antagon-
istic antities. UYith cver-increasing frequency it was cited by
political parties, labor unions, cconcmic pressure groups, and
othar segments of soncicty, thus creoating a consciousness of the
urgency of employing rational mcans for accelerating development
in view of dwindling netroleum reszrves.

The presence of CORDIPLAY officials became more frequent in
meetings between p2nding economic interest groups, such as the
Juntas de "roduccion, and often the intervention of the agency
vias asked to settle conflictingy intercsts.

Thus, the rol: of CORNDIPLAY was that of a teacher, politician,
diplomat and promoter of a now planning mystique and consciousness
rather than the nromoter of 2 spacific plan.  Its success cannot
be attribute? as much to its work in econonic onalysis as to Its
role as a promoter of the imperative nccassity te ke economic
decisions within a framework of developmental rationale.

At first, the offects of the central planning system on the
dacision-making process and implementation procedures in the agri-
cultural scctor were partially neutralized hy the main agencies
concerned with agricultural policy. The political coalitions that
were nocessary for the AD party te wovern had a strong influeice
on this. In adiition, the long tradition of centralized authority
within cach agency wihere the chief exccutive considered himself
& supreme master hindered central planning.
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the Office for Farm Development in the lrrigation Systems (ODASIR),
the Agro-Industrial Commission, the Fondo Nacional de Cafc y Cacao,
the lational Marketing Commission, the ilational Fund for Agricul-
tural Research, the Fund for Cotton Development, the Fund for
Fruit Development, and the Agrarian Reform Coordination Committee.
Although it is difficult to ascertain the number of these snecial-
fzed bodies in existence, because of the provisional nature of
somc of them, by 1965 there were approximately fiftean of them

that carried out a regular working program, and at least thirteen
additional ones that convened rather irregularly.

The threc hasic zjricultursl s <t r ovarny:nt ag:nciaes and
their structures ware all dircct descendants of agencies of the
late 1930's. ‘thile the internal administrative structure of the
Agrarian Institute had been substantially changed to mect the
requirements of the ncw agrarian reform program, the internal
organization of the "inistry of Agriculturc and Agricultural Bank
remained amazingly similar to the ones of some twenty ycars carlier.

Thus, the #inistry's main problem~solving approach was through
specialized offices, called directions, dealing with specific ficlds
of competcnce (cxtension, rescarch, animal husbandry, enginecring,
natural renewable resources and agricultural cconomics). If the
need for a new service arose, it was grafted onto one of tke existing
directions. So, for example, the ostablishment of a national
cadaster system became the responsibility of the direction of
Hatural Renowable Resources, as well as a widely expanded ocean
fishing 2nd nationa! parks program. Similarly, the special cattle
development credit program (Plan Ganadero) was administered by the
animal husbondry dircction {Jirzccion do Ganaderia), and the simul-
taneously conccived coffee and cacao program bucame attached to
the extension direction. The dishbursement of funds and recuperation
of the individual loans was undertaken by thz Agricultural Gank.

nowledgzable insiders at the Hinistry of Asriculture insist
that the organization of that agency has been largely determined by
the professional associations (colegios profesionales) that consider
the different directions as their domain. $o, for example, foresters
lay claim to the "ircction of Rencwable Resources and opposed its
reorganjzation or the nomination of a nonforestur as its diractor.
The direccion de Ganaderia has heen the traditional fiefdom of
veterinarians, who not only have openly rejected the transference
of somc of its divisions to other dircctions within the Ainistry--
extension, for example--but have opposcd the incorporation in its
sta’f of animal hushandry technicians, a profassion not taught
in the Venezuelan universities. The conflicts between these associa-
tions within tho ‘linistry has been o constant source of friction
that has made needed restructuring extremely Jifficult., as a direct
consequence of all this, all modification attempts since the 1950's
have boun haphazard, amounting only to name changes in many cascs.
The opnosition cncountered in the ilinistry of Agriculture to the
reforms proposcd by the Public “dministration Commission can largely
be attributed to these professional associations.

Preceding page blank
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Nevertheless, the level of professionalization throughout the
Ministry of Agriculture has continued to incrcase since the middle
of the 1950's, largely as a result of tho increasing number of
technicians that bocame available as the output of universities and
vocational schools expanded.

in the 18%0's a distinction became clear in the Hinistry of
Agriculturc as to which of tiic two hasic szctors should recelve
resources, . The commarcial agriculture sector continucd to receive
some nf the state's resources in order to increasc its low productive
efficicncy. But, at the sane time, taz poverty-ridden campesino
sector obtained increasing attention and resource assijnments within
the framework of the agrarian reform program. iicre the representas
tives of the camnesinns, through the Federacion Campesina de Vene-
zuala, cam> to exarcisc a diract influcnce on problem-solving
procaduracs.

The Agrarian Reform Law of 1230

The agrarian reforn lav of 1940, hercafter referred to as the
Law, wns preceded not only by an intense public discussion and thc
nomination of broad commissions to propare the legislation, ifut also
by an intensified land settlement progran carricd out by the Instituto
Agrario ilacional, hascd on the agrarian statute of 1949,

In 1953, the govarnment, through the tinistry £ Agriculture,
nominated a large and idcologically varied commission to undertake
an inquiry into existing agrarizn problcms, with the purpose of
presenting a proposed agrarian rcform law to the executive.06  The
Agrarian Reform Sommission divided itself into four subcommi ssions
for working purposes: legal, economic, social and agro-tcchnical.
'ithin th: group were represcentatives of all major parties and of
almost all social and cconomic intercsts. There was the Archizishop
of Caracas, th: commander of the Suardia Hacional of the Arny,
respected university professors, the head of the Federacidn Campesina
de VYenezuela, renrescentativas of FEDECAMARAS, the owner of the
largast sugar @nterpris: in the country, puklic officials, politically
independant lawyers, and prominant businessmen and financiers. Even
two forcign aconomic advisors of the Ministry of ngriculture hecame
- actively engaged in it. The work of the four subcommissions was
coordinatnd by an outspoken vennomist=-a member of the Communist
party.

The outeome of the resaarch and deliberation of such a hetero-
genaous group was necessarily a compromise.  However, the tiree
previous agrarian reform legislatinns were contained i1 many
features of the 170 Law. Thus, a certain iegal continuity was
maintained, aithough new clements appeared to bz influznced by
tha recent deve). "mental conscicusnaess that was quite strong among
the members of the cconomic subcommission.
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One of the most distinctive features of the 1960 Venczuclan
agrarian reform legislation Is the procedure prescribad for
distribution of land amonj the peasantry. Unlike other Latin
American agrarian laws, where the initiative for distribution
emanates from the authoritias who decide which land should be
suhdivided and among which persons, the Law explicitly places
the initiative «n the farmers (Chapter Il-Articles 93-101).

They, either Individually or in association, petition for a
speclfic property or picce of land, making a specific indication

If it is not fulfilling its ‘'social function.'" The petition pro-
cedures arec rather simple, indicating the name, age, number of
dependents of the potitioner, ctc.' Tae petition has to be verified
by the I\i!'s field office within ninety days and has tou be sent

to the head office 1n Caracas where a decision is made according

to the legsl situation of the land and the finoancial possibilities
for acquisition. AOnce the petition has becn granted, the campesinos
clect an administrative committee among themselvas which serves

as liaison on administrative matters between the newly established
settlement (ascntamicntn) and the Agrarisn Institute. In practice,
tha administrative comnittce's functions have been taken over

by the sindicatos.

This nrocedure has Lecn responsible for the peculiar dynamics
of the Yenczualan land distribution process. Through it, peasants
have become Jdirectly involvad in the agrarian question and it has
greatly facilitated the pelitization of the campasino by the Federa-
clon Campesina de Vanezuzla. The organization of the landless
neasants in agrarian syndicates almost always precaded the petition
for land, thus making syndicalization quite palatable to the indi-
vidualistic campesind. At the early stages of the reform, when
th Ngrarian Institute simply could not handle the zvalanchc of
petitions, the syndicates of the camnesinags took matu.rs into
their own hands and took the land aver (invasions), disrcgarding
procedures outlinad in the Law.

In 1951 the FCY had crganized 130 syndicates with 4,536
menbars, which accounted for 16 percent of all labor unions operating
in the country. The following year, 732 syndicates were operating
with 30,060 members, and in 1950, when the cgrarian reform was
promulgated, therec were 1,313 rural unions with 2i,000 affiliates,
that comprised 68 percent of all the syndicates of Venczuela. By
1965, the Fuderacidn Campesina controlled almost 2,57 syndicates,
with cver 171,000 nembers, which compriscd almost three-fourths
of all national unions.

The: Federacidn Camnesina, at the national leval, is governed
by the ilational Exccutive Commitica (CEil), whicn is elected by the
deregates at the national conventions that take place approximately
every threa years. At the state level, the prevailing organization
is called a Szecional_and is governed usuzlly by a five~man executive
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committce. Members of these committees are elected in regional
conventions by representative delegates of the local unions. These
are governed by a five-momLer Junta Directiva.

The Federation's role in the rural problem-solving of Venzzuela
through the agrarian reform program was that of a '‘feecd-back problem
formation-transmission system'' from the individual campesino,
through his local leader, to thc higher cchelons of the Federation's
hiararchical structure (secclonales and hcadgquarters). ''The campe-
sino who lives in the nrobiem-environment is in a more valid
position to guncrate such feedlhack than any other system partici-
pant . . . M67  But the efficiency of the feedback Iinformation
transmission is conditioned on how well or efficiently the local
sindlcato lcader calls the attention of the higher-ups to the
specific problem situation.

‘ At the intermadiote level of this feadback through the
Scccionalas, several of the specific problems can be solved through
the direct and formal linkages that exist with other public agents
of the problem=solving system--Agricultural Bank, instituto Agrario,
Ministry of Agriculture (all of these also have regicnal offices)~-
or through informal connections that exist botween regional campe-
sino leaders and government burcaucrats. (f these are of the same
party, thc srobhlem solution functions rather rapidly. So, for
example, during the first years of the reform, IAl officials
knowing thz rolative slowness of the patitioning process often
encouraged local leaders (who, by the way, belonged to the same
party=~-they were EQEREﬁEEQE) to invade nrivate estates, in the
knowledge that the Institute would not proceed to evict the
farmers, and their newly acquirel posscssion of the land would
ba sooner or later recognized. In some states, campesino loans
had to be petitioned through the local leader at the ragional
office of [P, wher: the petitions were screcned by a campasino
credit committez, in which the FCV had official representation.
There are many more instances that could be pointed out, where a
close linkage existed between the Federation and other agents of
the rural problem-solving system. ievertheless, where no formal
feedback system was establishnd, the intensity at the realonal
level was largely conditioned by the personal initiative of the
FCV leaders. ‘herc these were strongly motivated, the ad hoc
system functioned satisfactorily. '

If a problem could not be resolved at the regional level,
the problem situation, or information, was transmitted towards
hcadquarters of the FCY in Caracas, which then initiated action
in th2 government agcncics. .lational leaders, having personal
connections or direct accass throuah the multi-party system to
high governmant administrators, werc able to pass the problem
information to them, and were in a position to obtain responses
to their requests. These national lcaders devotcd 2 considerable
amount of their enargics to try to solve local preblems brought
to their attention.
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Powell suggests that feedback communication channels through
the established government bureaucracy were not employed because
that ''system seems relatively unresponsive to these reports--
that is, does not take them into account in subsequent behavior--
thay do not constitute feedback.!'63 '!jthout doubt, although an
ideological, personal and gg_hgg_institutlonai linkag: docs exist
between regional FCY leaders and public administration officials
in the orovinces, action through thc proper chann:ls has ‘always
been unbelievably slow because of inefficiencies prevalent in the
state's burcaucracy and because of administrative irertio and
dilution of responsibility.

“ithin this problem situation, then, the FCV actcd as a rather
efficient “'institutionalized brokerage vehicle!' during the first
stages of the roform. The local leader, most of the time a spon-
tancous social phcnorm:non, emerged during a period whon the basic
aspirations of his rural community wcre simple, namely, a pisce
of land and some money to till It. Once this aspirational horizon
was reached, the local leader quite often became inadequate to
fulfill the more complex functions expected of him--namely,
obtaining and channelizing the 'stat:'s assistance to increase,
on the on: side, the cconomic productivity of his clientele, and
on thc other, to imnrove social conditions. The pressures exerted
by the FCV to obtain land and scrvices for campesinos conflicted
with t5: shility o the npation to srovide servicts dxtanded by law.

The Law emphasizes the obligation of the state to provide
agricultural credit regulariy, preferably supervised, and cvery
bencficiary of the Law has the right to obtain said credit either
as an individual or throush an association (Articlas 109-115).
Furthermore, the state is obligated to provide all nccessary
infrastructure in the nevly-creoated scttlement--inciuding housing--
ln)ordcr to insurc tha econnmic success of thz projucts {Article
77).

"hile these principles undoubtediy are in linc with the
nohle ohjuctivaes put forward in the Law, they imply an expenditure
of gigantic magnitude, probably not rcalized by tha well-meaning
legislators, but which served, neverthzless, to lead to an ox-
tremely important orogram of the 1Ad--the "consolidation’ schemes.

In relation to expropriation of wrivate gstates, the concept
of “social functions' plays a pivotal role (‘rticles 19-23}.
9nly land that is not fulfilline its “social functions'' can bc
cxpropriated. Five criteria have to be met for this fulfillment:

a) Land has to ba efficiently "explolited'’ so that all pro-
duction factors arc employed rationally;

b) "o abscntee ovnership and management is taking placce;
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';é) The natural resources of the property are being properly
protected against crosion and mismanagement;

d) The owner 1s complying with existing labor law requirements;
¢) The property Is registered in the national cadasiucr.

Contrary to the social function concept and “'incompatible
with the national'well being,* arc lands that arc kept idle, as well
as ones that arc exploited through sharecropping or other indirect
tenure systems. The social function of property as operatively
conceived In the Yaenezuelan Agrarian neform Law becomas the legal
cornerstone on which this legislation is basaed, and represents a
substantial madification in “enczucla's jurisprudence, where the
absolutc rights theory was uphcld by a suncrior court as latc as
1941. The ”social‘function” concept making land owncrship subject
to certain social obligations introduced cempletcly new dimension

in the country's agrarian qucstion.59

The Law is vory specific on the inexpropriability of estates
that are fulfilling their "social function'' (Article 26). lever-
theless, expropriaticn can only take nlacc when no lands of public
ownership are available (national, municipal and other rural proper-
ties of state ownarship) (irticles 10~12). There arc maximum
property sizc limits that arc 3iso inexpropriable, varying according
to soil conditions from 150 hactares for first class land to 5,000
hactares for scventh class land (Articles 29 and 138).

safore proceeding with expropriation, according to the pro-
ceadings established in tha cxlsting Law on Expropriation for Public
Utility, the “grarian Institute has to try to rcach a friendly
agreoment with thz owner (Articic 35). Exnropriated owners may
keep a minimum amount of land for their use. Those Hraserves'
can be reduced un tc 50 porcent when the land is localized in
areas of hizh demographic pressurc.

~Notailed provislens arc established in relation to financiny

methods in order to compensate partially expropriated properties,
allowing the Agrarian Institute to incur a public debt by issuiny
agrarian bonds (~rticles 172~179). Three types of bonds were
“allowed  in the orlginal legislation: ''Class c," the most
favorable ones, which ar: transferrable, with a yicld to be
ostablished by market conditions, and their value to be rcdecmable
in ten years. 'Type ' honds are non-ncgotiable, yield four parcent
annually, and mature in fifteen years; and "Type A" bonds, also
non-~nagotiahle, with three percent yearly interest and becoming
redecmable aftor twenty years. The amount of bonds paid for com;
pensation is in invurse bronortion to the value of the property.lo

The initial provisions, nevertheless, were changed in practice
as budgetary limitations made it very difficult for the Agrarian
Institute to mact the cash raquircments. "¢lass C" bonds were used
as part of the stirulated cash payments.
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The Agrarian Reform Commission provided an initlal target
figure of 350,000 families that would become the benaficlaries of
the program, although no clcar sxplanation is availatle as to how
that figure was obtained.71 In 1940 the Agrarian lnstitute cal-
culated that 228,000 families did not own any land at all or that
the size of their parcel uas below ten hectares, and thus they
were able to obtain the bonefits of the program, Detailed figures

were presented for eack municipio on a statewide basis./2 Finally,
the ambitious CENMDES-CIDA study group employing the 1361 census

" figures presented two extreme hypotheses. The first one included
all salaried farm workcrs and the second only 50 percent of them.
The calculations showed totals of 384.2 thousand families or

254 % thousand familics./3

These fiqures indicate that the problem to be soived was quite
large, but by no means insurmountable, given the broad land basec
available and the largeness of the state's resources.

The Agrarian Institute, when it initiated its program in 1960
under the new Law, prorosed a three-stage approach to solving the
nroblem. The purposc of its first stage was to bz to ''stop the
campes Ino exodus to the cities' by providing peasants with their
own land. The sccond stage wuuld consist of '‘stabilizing the
familles that have reccived land' by providing them with credit,
housing and technical assistance, and last, to ''convert the campasino
into an active factor within the cconomic development of the country™
through special production plans that would result in small and
medium~sized entrenrencurial farms, as well as cooperativcs.74 In
other words, thc implementation of the program was optimistically
conceived as a smooth transition of the technologically backuard
subsistance pcasant toward an cconomically productive farme:r through
the application of the three agrarian reform precepts: land,
credit and technical assistance.

For 1260, the Institute calculated that 10,000 familics would
be settled In such an orderly manner, but it turned out that it
was avalanched by around 55,000 petitions, and at the ¢nd of the
© yaar 24,116 of thise natitions had been granted, and the familius
supposedly settled. Decausc the administrative structurc of the
Institutc was not abie to cope with such a volume, land distribution
took place without regard for nrocedures ostablished in the Law,
such as technical studies of tha land, cstablishment of administra-
tive committees in the new scttlements, carcful subdivision of the
tand in individual parcels of appropriate size, etc.. As a conses
quence, esscntial technical settlement criteria vere complctely
disregarded and the result in most of these newly created asenta
mientos was onc of chacs and discrder. The situation was 2ven
further complicated when expectant campesinos bacame impaticnt
at delays in fulfilling their netitions and invaded private cstates,
regardless of whather or not they were protected by the Hsocinl
function'' clauses of th: Law. Those invasions were usually quickly
formalized by the govarnment, through expediting payments to the
formar owners.
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Land was handed ovzr to the directors of ‘local syndicates
in much-publicized formal c.lebrations, but thercafter ‘tha campesinos
had to decide bv themselves hou the land would be divided among ‘them.

Thz Aaricul:ural Sank (DAP), also under great political
pressurc to satisfy tac ever-increasing damancd for campesino ‘loans,
and also with an inadzquate administrative structurc and cxperlence,
had to cope with this unprecadented demand for its scrvices. it
applied improviscd systems that disregarded the most basic principles
of financial prudencc. Its prosram was oft:n jokingly referred to
as "La Faria de los Crdditos! (The Credit Fair). ilct only did
this administrative irresponsibility lead the AP to the brink of
bankruptey, but it caused dec indebtedness among campesinos, vhich
in later years excluded them from the bank's services. Loans were
given almost freaely, without any control. As a result, the
consumer arods -starved campesino, already cxposed to the niceties
of urban 11fe through mass communication, finally saw a ckance to
partially fulfil! som2 of his consumption aspirations. Iilis newly-
received land went unattended, or was cultivated with the primitive
techniques of his ancestors.

Probablv the most disquiating aspect of the first tvo tumul tuous
years of the agrarian reform implemantation was thc continuous
occurrence of 1and invasinns which not only caused opun friction
between commercial pressure groups and the povernment, but gave the
impression that the nroaram had as its purpose the destruction cf
uxisting prosperous farms, atinoff and RiosZ5 calculated that
between 1957 and 1951 "approximately 40 percent of all thz land
purchased [by 1] thad been previously invaded by the peasants,
which amounts to approximately sixty to seventy of the respective
farms.’' In some st-tes wherc tha peasantry was potter organized
in cohesive syndicat2s, such as Aragua, Carabobo, Yaracuy, Trujillo
and Zuliz, almost 50 percent »f the farms purchased by 1AW had been
previously invalad. 7Y Levertholess, invasions in 1962 were very
forr, and after 1963 thay ccased completaly.

Althoust the Federacidn Comnesina de Venezucla in 19573, during
its first national convantion, solemnly stated it would respect
th: content of the coming adararian roform lan and . would actively
susnort agencies cntrusted with its implementation, it was not able
to control illegal actions of its affiliates.

‘the hasic motive for the: occurrence of these invasions can be
found in awakcned aspirations for land in the campesinos folloving
the active discussion of the coming law for almost two years, the
rapid organization of the syndicates by the FCV under the slogan of
“Tierra para ¢l cammasing,’ and the impaticncu of the peasantry
with tha leqgal, but slow, nrocedures of tha IAN.
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In 1951, the number of scttled families came to 11,074 and
. the Agrarian Institut2 invasted Bs. 32.7 million In infrastructure
in the newly-crested s.ttlements, a noticeable decrcase from the
previous year. This was a rcflection of two circumstances: first,
as nart of the antirecession policies of the government, the budget
of thc agency was curtailed from 3s. 197.5 million in 1960-51 to

Bs. 132.3 million the following year. Sccond, conflicting idco-
logics and parsonalities of the prosident of the |AN and the flam-
boyant Ramén Ouijada, member of the dircctorate of the agency and

at the sam. time aresident of the FCV, became pronounced. As a
result, no land was distributed for several months during that

year. The internal crisis of tac land reform agency was a roflection
of th: qrowina split that uas occurring within the AD party.
“Juljada askes for a more rapid and radical distribution of private
property, while the president of IAN, a sympathizer of the conscerva-
tiva wing, showed preference for strict application of the Law.

then the split in D was finally formalized, uijada had to
leave the dircctorate of AN and cventually was aven outmaneuvered
from his contrnlling rosition in the FCV. The Agricultural Bank,
which was :Xperiencing increasing financial difficultices came
under a new cost-conscious management, which put an cnd to the
previous lax lending practices, although it did not curtail the
total amount of funds lent to the campe:ino scctor.

is open criticism mounted against the agrarian rcform program,
the Nlinistry of Agriculture tricd to hrve a stronger voice and
levarage in the affairs of 1., For that purposc, and at the ‘end
of 1949, the Agrarian Raform Coordinat on Commission was estab-
lished, but it was not accepted by the Agrarian Institute, and
jts existance was ceven ignored in the annual reports of that agency.

Aftor 1952, the program's implemcatation underwent considers
able modifications, causzd in part by roduction of its budget and
in part by .nominating a more cautious diracctorate as an outcome
of congressional hzarings.

The split of the AD party brought about a loss of parliamentary
majority for the government, and when at the end of 1962 thce budget
of INH for the coming year was again suvercly curtailed, a new
implementation policy had to be devised. For 1963 the Agrarian
Institute roccived an appropriation of only Cs. 107.8 million,
the lowest since 1758,

The reasons for this curcailment werc quite obvious. With
the upcoming rresidential clection in the following year, AD's
power in th: rural arcas was foeared, and increasced budgetary
anpronriations for the ajrarian rcform agencies would have increased
this strenoth aven further.  So, a mixture of pre-electioncering
considerations, and genuinz concern with poor managcment and waste,
causaed this reoduction,
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Also, during 1962, the doors were onencd at the Agrarian
Institute to the Commission of Public Administration in orcer to
straighten out the disorderly administrative structurc and pro-
ceedings of the Institute,

To summarize, the 1961-63 years in thc program's implementation
can be considarcd 2s a parind of administrative rcadjustment
during which initial emphasis on rapid and massive distribution
at all costs came to an cndd. Rationally conceivzd investment
programs started to make their appearance, priority was given to
public lands in the distributive phase of the program, attention
was givan to disentangling and controlling the chaotic tenure
conditions in pukiic land arezs of recent scttlemant, and the
first timid steps were undertaken to rationalize administrative
procedurcs. Land invasions camz to an end.

The following official figures give an indication of the
magni tude and cxpanditures incurrcd during the 1959-1363 period:77

VJumber of familics scttled: 66,428
Mumber of sattlements 703
Total arca distributed: 1.67 million hectares

of which:

912,000 hectares were former
privatc property, and

750,000 hectares came from
statc lands.

Total settlement costs: 5s. 511.5 million, of which:

Bs. 221.7 million were for
land purchasces, and

Bs. 2139.0 million for infra-
structurc investment
(consolidation of
settiements).

Tenancy raqgulation: 14,353 families received
‘ - titles on

- 233.5 thousand hcctares
of land.
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In 1963, President Leoni initiated his four-ycar period of
government with a small precarious majority of AD, and had to form
a coalition with twe other parties (URD and FiD), COFEIl having
heen cxcluded.

A new government also meant a new directorate for the Agrarian
Institute. Substantial Improvements became noticeable during this
period with regard to procedures, administrative contrcl, planning
and coordination with other agencies. Technification at almost all
levels became quite noticeable, but so did bureaucratization. thile
the 1Al's administration characterized itself during Its first
years by Its improvisation, haste, instability and internal disorder,
after 1954 it moved into calmer waters, acquiring the complacent air
of other and older government agencies. Tho optimistic and almost
revolutionary furvor of its first years disappeared.

The aims of the land policies of the new administration were
quite clearly stated in the 1264 annual report of 1AH: 78

1. Exnropriztion of private productive estates that are ful-
filling their social function wiil take placc only under very
special circumstances;

2. Priority will be given to the ''purchase of orivate
property farms that have been occupied and worked for many years
by campasinos, in order to lejatize thelr precarious tenura;!

2, Prefarcnce will b.: given to public lands in the distributive
process;

I, Attemots will bo made to create a more 2dequatc land base
in those ascntamicntos that lack sufficient land, by using private
or publizc land when nacessary in order to ensure the project's
cconcmic feasibility.

The last point is an open recognition of the precariousness of
many projects because of the lack of planning that characterized
the first years of the program,

The new policy gave special emphasis and priority tc establishing
the basic overhead social capital in the asentamicntos, and intensive
programs werc initiatad in areas of deferestation, road=building,
housing, ctc. For thase purposcs the Institute nzeded externai
financial nssistance from the Inter-American Development Bank,
and a joint orogram was ustablished. The agency, hy 1367, was
engaged in the following specific activities:79

1. Land acquisition (277 thousand hectares of public and 102
thousard hectares of private land).

2. Land distribution (14,100 families).



"3, Cadaster on nublic lands and within existing asentamientos.

L. Titulations for sattled peasants and squatters on public
lands (3,400 titles).

5, ‘“Physical consnlidation’ (infrastructure investments and
programs amounted to ?s. 49.4 million in 1967).

6. Joint VAi=10G program, giving heavy emphasis to investments
in irrigation systems.

7. "“Tocin-zconomic consalidation' which consisted of the
following nrojacts:

a) "Maiz: plan,’ a jointly executed s ecial cradit program
| ’ J Y p
to incrcas: asentamicntos’ corn yizlds, with MAC and UAP;

b) ‘‘Ground uts Plan, ' similar to the aforementioned, but
on a smaller scale;

¢) Certifiucd "aize Seed Production Program, also directed
at increasing yiclds;

d) “lational Cow Plan'' to provide peasants with one animal
for homne milk consumption;

¢) Sreeding farms for g0ats and beef cattle.

3. “Socio-Economic 9raanization and Oricntation’’ which had
the following projacts:

a) Self~improvemant of rural housing;

L) Zooperatives (mapresas compesinas);

¢) Community-develonment schanes.

To undertake such 2n extansive program in an orderly manner,
soveral administrative restructurings took plzace within IAll, most
notably the cstablishwent of a planning and budget office, the
Nivision of Land (ggiqgiég) and the Division of Consolidation.

The Land Yvision dealt in a uniflad manncr with questions
related to land purchases and expropriztion, subdivision, titiiza-
tion, valuation and cadastzr, while the latter division handled
all questions rclated to providing the requirad infrastructure
for the nrojects.

Statewide agrarian rofornm cnordination committees, in which
the other agricultural ayancies participated, were cstablished
throughout the ccuntry. The C1:2A (The Center for Training and
Applizd Research in “grarian Reform), a CORDITLAI-promoted agency
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to train middle echclon offlicials on agrarlan questions and project
formulation, by 1265 started playing an actlive part in the consoli=
dation asnocts of 1Al and cven went so far as to promote and
supervise saveral of IM's consolidaticn projects.

The 1M also actively promoted the supervised credit program
of UAP. The much=haralded Tcnancy Regulation Plan of 1652 came
almost to a standstill after 1965, because the implcmentation was
bacoming excecdingly difficult and the manner by which it was
exacuted loft much %o he desirzd. As the consolidatlon program
received more cmphasis, the concept of solving the problem of
squatters by simply nroviding them with a title lost quite a bit
of its initial appcal. Furthormore, whan consolidation was to be
undertaken in arcas where squatting had been lagalized, and changes
of existing farm boundarics became necessary, the peasants strongly
opposed it.

Results of the 1360 /grarian Reform

By 1357, according to official figures of the Agrarien Insti-
tute, 145,350 peasant familics had benefited from the program, R
and the arca employad for settlement camc to 3.0 million hectares.v0
0f thcse, 1.7 million hectares were of former private ownership
and 2.1 million hectares had been previcusly public lands.

The CENDES-CIDA study claims that by 1367 the agrarian reform
had banefited 94,273 persons and the area affected by the reform
came to 2.7 million hzctares of which 1.1 million hectares used to
be of national ownership (cjidos and baldios), and 1.6 million hec-
tares of former privatc estates.Bl Quite obviously, the differences
between these two sources is considerabla. It Is believed that
the CEDES-CIDA fiqures are more reliable and they will be used
in the following paragraphs.32

The land distribution program had an overali moderate influence
on national land usc, as can be scen in Table vy, ievertheless,
more detailed comparisons indicate that 30.5 parcent of the
useable agricultural area in 1261 had been used for agrarian reform
purposes by 1967. 3y including improved pastures and lightly
forestad areas under uscable agricultural urea, this percentage
is reduced to 10.0.73

In relation to thc quality of the land transferred to the
agrarian reform program, thce CENDES-CIDA study estimated that
around 72 percent was agricultural useable land (a similar per-
centage to the national avcrage) and of this arca (1,228 million
hectares), 2.1 parcent was irrigated, 51.1 percent used for dry
crops, and the remaining 46.3 percent not utilized but adequate
for exploitation, :
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TACLE V-4

VENEZUELA: AGRICULTURAL AREA AFFECTLD BY LA/D REFORM BY 1967
AND ARRICULTURAL LAMD USE BY 1951
(Millions of hectares)

- - A o . . e D e wth # & 4 o A et s e MR L e S0l S Cem sdshd & fremms o —— e = . b S S

Total .. Agrarian Reform Land
“ational Pcrcent of
Agricul tural “ffactod ~ational
Land _____.__Land (ma6yy _ _ (1257) Jotal ...
Total 26.0 2.0 10.9
Publlc 2.7 1.1 b2.4
Private 23.3 . 1.7 7.3

O - -

Soirce: L. PATHIOFF £HD P, RI0S, op. cit.

The foregoing is a reflection of the process employed in
the land distribution nrocess. #is will be recalled, the initiative
for distribution originated with the campesinos' petitions, and
during the first years by invading 2 specific private estate.
It Is quitc obvious that campesinos werc mainly interested in
land under production, or in farms that had a high productive
potential. Consenucntly, the agrarian reform had a much larger
effcect on cxisting aararian structure than the national averages
indicate.

A more detailed relationshin of the reform and its impact
on existing land use by regions indicates that in areas of low
“‘demogranhic and agricultural crop density" (most of the Llanos_ and
Zulia), 39.% nercent of the 1951 crop land was taken over by the
reform, but only 21.2 nercent in the zones of high density (the
Andes, Central States and Sucre State).3% This is a reflection
that morc low nriced land was available in the regions of ""low"!
density and consequently the resistance of landlords was less
when expropriation took place. On the other hand, in tho states
of ‘high'' density, more farms were fulfilling their social functions,
landlord resistance was highar, and overall private farm size was
smaller so that many of them were precluded from any agrarian
reform action.
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Another meaningful and essential relationship of the inclidence
of the reform on thc problem to be solved is the number of benc-
ficiaries in terms of the total peasantry subject to the bencfits
of the program. Since there are several estimates as to thz number
of rural persons that were in need of land when the reform was
initiated in 1960, tha CENDES-CIDA "conservative'' estimate of
264,453 families will be taken. Of these 101,000 were farm
laborers without any land, 125,000 with percels below ten hec-
tares, and 35,00C with precarious tenure arrangements (syuatters,
sharecroppers, etc.).

By 1967, there werz 96,273 families that had received land
from the Agrarian Institute, being equivaleat to 36.4 percent of
the total 1560 families subject to the bencfits of the program.
Even this estimate of 95,900 families is & considerable number,
especially in view of the nonviolent characteristics of the reform
and the administrative disorder of the first years of thc program.
0f those 96,000 farmers, 94 percent had individual plots, L percent
were in cooperatives, and the remaining 2 percent of the bene-
ficlaries had reccived title, and mest of these had received it
since 1964, when the Institute put great stress on tais process.

Contrary to gencral belief, it was not in the more populous
regions of the country wherc the highest number of reform-settled
farmers were living., They were more or less evenly distributed
amona the threc rogions employed by the CENDES-CIDA study.

The yearly rhythn of scttlement was in direct proportion to
the budget appropriations of the Institute. During the 1961-
1963 period, when those were substantially reduced, the number
of settled farmers per year fluctuated between six and nine
thousand. For 1960, when I recelved almost Bs. 200 million,
17,500 farmers were provided with land, and when [Al's budgetary
allotments increasced again, 19,900 were scttled in 1965, 13,000
and 11,000 in cach of thc following two yecars. S5

The existing conditions in the reform projects regarding
parcels, titles and ownership pattcrns can be appreciated from
the following figures for IQQ?, based on the nationwide CENDES-
CIDA agrarian reform survey."®

Type of iencficiarics in 1965 Humber Percent
‘lith proparty title 13,161 18.38
Yith narcel but no title 20,356 28.43
On nonsubdivided land 25,721 35.90

SUNTOTAL of individual lots 59,218 62,71

 ———
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On collectives 2,474 3.46
Salarled workers of AN | . 1,413 1.97
SUBTOTAL ' 63,105  80.14
Occupants with more than 50 hectares 2,385 L.03
Abandoned parcels 5,599 7.82
GRAND TOTAL 7:,583  100.0

Undoubtedly, conditions were quite heterogencous in this
‘respect, a reflection of the first ycars' haste in implementing
the program. Moreover, a high number of bencficiaries with
individual parcels (54 percent) lacked ownarship titles and/or.
didn't even have the 1imits of their land clearly established.

The almost 3,000 farmers with parcels above fifty hectares can

be attributed to scttlements undervaken in the Lianos for cattle-
ralsing purposcs, or due to uncontrolled conditions on some projects.
According to the above figures, 7.8 percent of the existing farms

at the timc of the survey had been abandoned by their owners, a
figure that undoubtedly is in constant flux and is clusciv related

to thc cconomic success obtained during the harvest.

in general, ths size of the individual lots that cmerged
within thc asentamicntos scldom was the result of dctailed agro-
aconomic studics. Becausc of the haste of the program, the lack
of sufficient and well-trained personnel and becausc of the abscnce
of income-tarcct criteria for the beneficiaries, the size structure
of the parcels became one of minifundia.

Half of the indlvidual lots werc under ten hectares, a sizc
that can only bc economically justified with present-day technolo-
gies for truck farming or some other type of intcnsive agriculture.
One-fourth of the reform=created farms had a size between ten and
fiftecn hectares -and the remaining 25 percent were larger than
fifteen hectarcs, but only 6.7 percent had areas above twenty-five
hectares.,

Farms in the mountainous region of the country, on the average,
tended to be smaller (almost threc-fourths of them bclow ten
hactares). In the inturmediate region, only L5 percent had
sizes smaller than ten hectares, and in the Llanos not even
one-third did. Thesc sizc distributions by regions are largely
the outcome of purchasing cost and land scarcity during the program
implemantation, when peasant pressure was strong.
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Farm size, in order to ba economically meaningful, has to be
related to cropping patterns, technology employed, capital avail=
ability and operator's income. Uith the given conditions existing
in most ascntamianios, in terms of low knowledge of modern farming
technolagy, lack of cradit and sufficient working capital (credit)
that would permit more intensive cropping uatterns, the income
provided by the reform-crcated farms was cxtremely low, as can be
seen in Table V-5, B :

Low farm incomes have obligated a considerable number of
beneficiarics to complemznt their income with work cutside of
their parcel, as farm laborers, storckeepars, construction workers,
etc. In a case study of six different asentamientos undertaken
by Schuster in 1964-65,37 in the central part of the country,
one-tenth of gross family income came from work undertaken outside
the farm. 1in this study, production credit was considered as an
income and amounted to 25.5 percent, and the remaining 64 percent
of the incomc came from farm operations. Similar conclusions
are reachad in tho CE{DES-CIDA sample survey, where the national
average farm gross income amounts to Bs. 3,373 per annum, and
nonfarm family income obtained comes to Bs. 1,645 per annum.

TABLE V=5

AGRARIAM REFORM BEHEFICIARIES “'ET FARM IMCOME DISTRIBUTION, 1965

. Farm Incon: (bs./family)
Lass than «1.100 1,000 Aore than
«1,000 to to 1,000
+1,970 4,000

Humber of families 78 518 405 172
Pzrcentage 6.6 Ly, 2 34.5 14.7
Family income (Bs.) -bbs 1,924 3,501 jl,22h 3,554

AMnational avecraga.

Source: GEIDES-CIDA, ational Survey, 1365 (Trabajo io. 15).
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Schuster found that indebtedness was extremaly high in the
six settlements, although a consicerable variation was noticeable
among them. Excluding onz project where farmers had just received
long-term supervised credit loans, average indebtedness per
campesino cam: to s, 3,179, ukich Is significantly high in view
of the fact that annual net family incomc amounted to ds. 4,402.05
Over half of total indebtedness (59 percent) originated in unpaid
production credit loans obtained from the Agricultura® isank.

Fixed and working canital at the heneficiarics' disposition
was very low. In four of the asentamicntos it was below Ls. 9,020
“and. in the remaining two, it was Hs. 12,307 and 15,039. UL=cause
of the ‘decommodization of land reccived by the beneficiaries of
the agrarian reform, it was excluded from the invantory in
Schuster's survay. Thoe percantage distribution of existing
capital, and the categorics =mployed can be seen from the following
list: o

Latzgory Jercent
Ma1ling 52.17
Other constructions 3.62
Land imxrovements 2.5D
SULTOTAL 53,20
Tractors 26.40
Wehicles ‘ 3.0
SULTOTAL 30.28
Livastock, ' 10.73
oL 190,90

'f dwellings are xluded, the survey points out, existing
capital in thrae of tha projects reaches figures betwoen ids. 2,500
and s, 899 per farmer. In two of the other scttlement projects,
capital reccived through official credit programs (machinery,
barns, fences, ate.) played a decisive role in thc existing
structurc. In only onc ascntamiento had existing capital been
mostly from savings and reinvestment of profits. This indicates
that the rate of canital accumulation had Leen decisively influ-
enced by officinl credit programs, for in thosc ascntamientos that
did not benefit from madium-term credit programs for machinary
purckasz and/or construction cf barns and land improvcments,.
capital formation was oxtremely slow, at rates of below Bs. 800
per y.ar,
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~ The intensity of utilization of the plot throughout the year
was basically conditioned by tae following factors: availability
of working capital (credit), amount of caopital, types of crops
used, and availabitity of irrigation. 35ince ralatively few
asentamicntos had irrigation schemes, and dry suason cropping was
very limited, most production took place during the rainy season.
The types of crops that were nlanted were influenced, to a very
large degrec, by thc amount of short~term production cradit
reccived. lecausu credit available through the LAP was rather
limited, even through the campesino credit program, reform benc=
ficiaries were obligated to concentrate on Crods that required
-clatively little rroduction credit, such as the tradi tional
crops of maize, tubcrs and haans. iiontraditional cropping patterns
on asentamientos were the exception. rurthermore, because of the
reduce:! amount of individual loans, cven for traditioncl crops,
‘the employmznt of yleld-increasing inputs such as fertilizer, .
improv.:d seads ,- herbicides, ctc., wWas extremcly limited.

Although no comprchiensive evaluation is yet available on a
national scale of the oroductive structure and rasource utilization
scale in the asentamientos, all available information tends to indi-
cate that productivity levels on these projects were low and that
production patterns tended to concentrateon a few traditional
crops that do not allow a sustained increasc of income. The size
of the holdinas, with provailing patterns of traditional crops
agriculture, presant almost insurmountable difficultics for
. substantial Income improvements.

At the same time, different crop patterns with higher income
producing capacitics rejuire bettor-skilled farming methods and
more credlt. The supply of thasc could be incrcasad in Venezuela
in a relatively short period of tlae by increasing the cfficiency
of the uxtension service and restructuring the lending practices
of the 3AP. but past uxperience has shown that changing and
reforming the administrative capacity of the statc is by no means
an casy task.

nut what is probably the greatest hindrance to increasing
farm productivity in the long run in the agrarian reform scctor
is th2 size of individual holdings. As the application of more
sophisticated technology takes place, especially machine-intensive
tochnology as undoubtedly is the trend in Venczuela, the size of
holding will have to increasa. %ince the typical farmor's plot
is now ten hectares, roadjustments uwill have to take place. There
are alrcady som: isolated instances whare these rcadjustments are
occurring.20

\lith tha foregoing considerations in mind, the minifundia
farm structure that is haing created by the agrarian reform
undoubtedly will act as an impediment to improvement of living
conditions of thc beneficiaries. Sut.agrarian reform, viewed
in th2 long run of cconomic duvelepment, could and should also
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be considared as a program that slows down rural migration by
creating a noticeable but teaporary impact on consumption patterns
that will permit an increas: in industrial output with its cmgloy-
ment multiplication =ffects. llewaver, increased consumption
.patterns by the bencficiarics of the reform will only take nlace
it the implementation of the reform docs bring about drastic
structural changes within agriculture by a1lowing an lIncrease,
‘avan if slight, in nroductivity end income of the reform=benefited
n2asantry. It is difficult to ascertain uvhather or not the Vene-
zuelan agrarian rceform has succeazded in increasing incomes in the
pensant sactor by raising lavzls of productivity. There is some
svidence that the average valuc of production per settled peasant
family increased throughout the 1750's, although the figures on
which this is hascd ara subject to doubt. '

Hovorthelass, in rzgard to the nrogramts offects on stemming
the rural exodus, available evidence suggests that the rural urban
mijration koeps flowing at rather high rates, causing an almost
neyglizible grovth »f rural populstion. For the 1960's, annual
growth for this ;opulation was only 0.7 sercent plr annum, while
the naticnal wrowth increased at o y=arly rate of 3.5 percent.
'rojzctions indicat. thet this trand will continue throujnout the
1979's.  in 1361, tha rural population accounted for 42.5 percent
of the total, and for 1770 it was wkoccted to b 32 purcent.ﬂ‘
‘hather or not rost vural migrants are agrarian reform beneficiaries
is nnot known.

The agrarian reform law has as one of its main objectives,
as stated in the preamble; the incorvaration of the rural popula-
tion into the wcconomic devaloprint of the nation by providing thom
»ith land, cradit and technical assistance. This undoubtedly is
takon to maan converting them into 2 commarcial independent pro-
Jucer, as tha IAN's administration has state! on more tian one
occasion. This conversica has been viewed as iradual, thus implying
a transition from traditionali-subsistence agriculture to modern
mark-t-orianted agriculturs. The cvidence axamined indicates
that thc first steps toward this transition are taking place, but
that because 5f land hasc limitations, it is most imorobable that
a broad scgment of agrarian reform commercial farmers will appear
in the foresceable future.

ilvidence suggests- -Schuster's, Thicsenhusen's, and CTADES-
Cluats~-that a peasant stratification is smerging. The large
variation encounter.d in the available statistical data on incomes
and output of the raform's henaficiaries points toward the appear=
ance of different cconomic types or groups of campisinos situated
along the continuum implizd by the concept of transition from sub=
sistence toward commercinlization and modernity. Undoudbtadly,
the reform proqram hos induced a movement along this path for a
substantial number of ncasants that previously werc located close
to the subsistence extrem: of the scale. wecauso of land basc
limitations and bicause of nersonal aspirational constraints and
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cultural circumstances, it is doubtful that the majority of.the
beneficlaries will be ‘nushed' toward the other slde of the spec-
trum. Thus, the reform Is cruating a new peasantry at higher
economic and income lavels than before, but which will keep on
requiring ndnrecupcrable aconomic assistance from the state, which
of courss amdunts to a sudSidy, This probably is the price the -
Venezuelan polity will have to pay in tha long run for initiating
the agrarian roform program, aond for having made it possible to
partially satlsfy long-supurassed asplrations of tha peasantry.
The cost of this subsidy «ill decline as the rural population
gradually is absorhed into the nonagricultural sectors of the
econcmy. 1t may have baen a high price to pay, but the consequunces
of not undertaking such a raform might have been even more costly.
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COLCLUSIC:

In conclusion, the Venczuclan exnorience in agricultural
nolicy sugycests that the ohanomenon of brin;ing about change in
an cconomic sector that disnlays many features of traditionalism
and technical hackuardness is closaly nssociate? vith the diffusion
of political pover within th. Jdicision-miking process. Chanje and
aconomic expansion is not only 2 question of makiny morce capital
available or madifying the sucio=-political structurc within which
the productivz process talies nlace-=these variablus undoubtedly
are Innortant-~hut is also intimatelv related to the state's
action, through its hurcaucratic apparatus, to cr.uate 2 ncw
institutional framework that makcs change viable. in Venczucla,
the nffectivaness of the state's :ureaucracy was never too pro-
nounced. NDuring the first years of agricultural rolicy formula-
tion and implementation, the government administration was severuly
hampered by lack of cxnarizne.d personnel and abscnce of tuechnical
know <how in matters Jdealing with auricultural development. In
latzr years, whon these initial dravbacks viere overcome and bureau-
cracy started to acnuir: administrative and tuechnical skills,the
politicization of thu: ducision-making nrocass largely offsct
gains ohtained throush technification. ‘fhile this politicization
misde ontimality solutions most difficult and periops cven accentu-
ated certain inherunt vices within burcaucracy, such as the spoils
system and patronage, it scrved to accalerate the implemantation
of many nrograms that had roeccived lov pricrity.  In othur words,
tha pressurce exerted By political nartics and interest groups upon
the state's resources came to play a vital functinn in th. conception
of agricultural cconomic nolicy in general, thus overcoming internal
Inzrtia inherent in the covernment's administrative machinery.

Anathor hasic featurz of the Manozuelan "rural problem-solving
systen'! that might e relevent to other developing countrics is
tha dual aoproach ta:ard agricultural backwardr:ss. Apnlying
different policies to th: commarcial and subsistence-traditional
scctors of agriculturc madz a rapid and sustainad growth of farm
output possibla wirilz maintaining a considerable amount of "sccurity
of cxpcctations™ within both of thuse scctors. Thus, it was o %
possible to avuid stagnation in productinn and at the same time
nrovide an institutional fremoworl for suYsistonee agriculture
that insurzd a dofcense against the most flagrant social injustices
and nermittiad a slar and yradual improvenment of living conditions
of th: canpusino massas. This provented emergence of a disruptive
socin=political situaticn. This duzl aporoach was not to: und
nroduct of a cluir-cut nolicy design, but wis the outgrowti of
almost thirty ycars of policy continuity and incrementalisn,
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000 of
Suctor, persons, _Percent
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