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' V__ vnat Eappens in an Agrarisn Reform .

g

“,L B
o

The a.bove discussion of the Ne.tiona.l Development Ba.nk
(BNF) focused on what happens to a sms.].l famer program in a la.rge
borrower benk In this section, the d.iscussion moves to the L
interactions between public sector institutions in agricultnre, ‘ ,
4 like ‘the BN‘F—-s.nd the involvement of these a.gencies in both the ;

AID sector loan a.nd the e.grs.ria.n reform

Agra.ria.n reform looks 1ike a decision, an act an event»

that is defined in time 'by the moment the reform decree is issued. o

-

But it is rea.lly s process thst goes on for several yes.rs a.nd not

e

a discrete hsppening.' ‘me issua.nce of the reform decree is only a._ ;

milestone. After this the reform cs.n 'be slowed down, heightened,

stopped a.ltogether or reversed. This wiJ_l depend on the cha.nging o

relative power of pro-— a.nd snti—reform forces within the government

as well a.s without

The population of the government agencies of e country

is a microcosm of the popula.tion st la.rge, it conta.ins the same
opposing sides on va.rious politics.l issues. It is only netural 7(
that some of the government institutions dealing with agriculture,
or some individua.ls withinu them, will not particuls.rly like a.n ::

agrarian reform. ‘I'hese individusls or institutions will not o



,necessa.rily couch their dislike in terms of offic:.a.l oppos:.tion.
But myria.d opportunities will a.rise in the course of implementing
| ftheir progra.ms to not help the reform. They ca.n dra.g their feet
on the execution of orders, s.s in the above story of BNF slowness .

“to help mea.sure la.nds for forced renta.l under Decree 8 Or they ca.n S

enforce the letter of the regulations 'by vh:.ch they opera.te, to the

 point of going against the spirit of the z-eform, es in the story of ..

v

the a.tta.ched tra.ctor s.bove.

An a.gra.ria.n reform is- never looked a.t &s e fa.it accompli

by those who oppose it and by those who fa.vor lt.’ It is a.lways
perceived as being up for gra.'bs.’ Those who d.o not like the reform e
| are e‘ver-vigila.nt of the possi’bility of undoing it with the right A
combins.tion of groups and pressures. The e.gra.rien reform decree, .
then, does not ma.rk the climectic ending of a long period of
tur‘bulence and the 'beginning of a ca.lmer per:.od of mplementation -
’tasks It ma.rks the 'beginning of a different kind of struggle—- o
in some wa.ys, a more intense one. Opposition groups 'which
‘ previously might ha.ve felt that "the inevztable" could never R
happen, now ha.ve something concrete to fight aga.inst. To them,
the decree means not tha.t the ‘battle ha.s been lost 'but tha.t it
has __gg Thust!he)’ government committed to an s.gra.rian reform .
has" two difficult and dema.nding ta.sks" (l) ca.rrying out the reform
“and servic:.ng the post-reform groups, a.nd (2) fending off the forces

of opposition.



Polarization in the Publie Sector -~ /7 77 .

'I'he implementing of egraria.n reform 1egisletion pleces
new dema.nds on government a.gencies requires thet they do things )
differently, end. Jostles the ba.lence of power 'between them.{ They
get put to work for the reform. Before the refom, indiffei;ence ozi VJ
even dislike for the idee mey have been irreleva.nt to the work of ) o
these oi‘fices or individu.e.ls within then. But the dema.nd. thet they
work for the reform efter its pessa.ge into la.w brings them much o

closer to it. In this kind of situa.tion, indifference or a.rmcha.ir

i

dislike can be tra.nsformed. into enti-reform ‘oehevior.’ '.['he s:.tuation is
a.nelogous for someone who 1s sympathetic to the idee of reform and
works in an implementing agency For this person carrying out one 's ‘,job
suddenly tu:rns into putting oneself on the 1ine for the reform.
Some a.gronomists in the Ministry of Netura.l Resou.rces 'who worked
closely with the new post-reform groups, received ultimatmns from
large farmers: either they "stop working for the reform" or there
would be reprisals against them and their families. To cerry out
one's job during the implementing stege of a reform, then, can
become a difficult and ethical choice. '

After passage of en a.graria.n reform law, the turbulence
spreeds from the countryside, in a sense, into the institutions of -

the public sector-——the state banks, the extension services, the



'agrerian reform a.gencies, the 'ininistries 'of "a'.griculture‘. Inift:‘the AR e

governmem; Ofﬁ'ce where Y ou er, You are either for the reform or
k‘ a.ga.inst it' Like"ise Vi'l'-h your Superiors. Or, You are in favor of
the reform, but very much aga.inst the Va-Y it is beins done-e. A
'comon Sta.nce in the Hondura.n public Sector. In the ha.nd.s of ; o
sovernmmt a.gency, this kind °f disagreement can frequently have
the seme effect on the course of the reform as opposition to it. o
B The implementation dema.nd.s of' e reform, then, force a R
mlarizatmn ot "“it“des a-nd feelings within the Public sector "
itself . Those who do not like the reform will often refer freel#

-to their pro-reform government colleagues a.s communists a.nd power- R

mongers. Those who support it will characterize their opposites as

'reactiona.ries and sellouts. During these highly politicized times |
‘in the public sector, the norma.l approach to development projects

may not work vell. I return to this point 'belov. -



An a.grarian reform usua.lly brings with it e cha.nge in the -

relative power of government e.genc:.es. This ‘heightens the . .

pola.riza.tion discussed a.bove.ﬂ Compe.red to the other government .-

a.gencies in agriculture, for example, the Nationa.l Agra.rian Institute .

of Eondure.s (INA) was relatively wea.k in ‘the 19608.6 .The agrarian

reform decree of December 1972 hoVever, brought IKA to the forefront. ‘

In 1973, the first yes.r of the reform, the Institute s, interna.l

budget resources increa.sed by 85% (Table 1). INA was given.

substentis.l power by Decree 8 moreover, ‘to take land in M'forced .. S

rental" i’or pea.sa.nt groups a.nd, later, to exproprie.te. It wes to -
decide who would get la.nd e.nd who would be eligible for the
us$e mllion of credit thet the government wvas channeling through .

the BNF to the rei’orm groups., This sudden sta.rdom for the a.gra.ria.n .

reform agency ma.y expls.in why such 1nstitutions are . sometimes over-..... -

zealous, arroga.nt a.nd defensive-—or, et the lea.st, are commonly
criticized for being so.' Even the sponsoring government sometimes

comes to d.islike the signs of strength displa.yed by its newly

'empcwered a.gency, a.nd clips its wings. This was one of the reasons. =

for the forced resignetion of INA's director in late 1975

The new power of INA meant a relative decline ‘.,,in the .

lhere was a short period during 1969 and 1970 when = Ww"r:ariety:of ’l
circumstances, including a vigorous director, gave the agency more
power than usual.

1,
R



power of the National Development Bank end the~Ministry'of‘NaturalQ P
ReSources. Whereas the Ministry's budget was three times that of
INA'S in the 1960s, INA surpassed the Minlstrj in 1973 (Table l) 2
This relative decline 1n power dld not meen that there was e decline

" in the resources’ amailahle to these two 1nstitutions. The reform
had'brought increases in the domestic and foreign resources to he ;dﬂin
 chamneled through these institutions to agriculture As Ta.‘ole 1 -
V,shows “the budget of the Ministry of Natural Resources had been o
declining slightly ‘from 1969 through 1972. In 1973, however, itk | o
Jumped by 43% &nd, in 197h by another hB% But these institutions .
now had to share ‘more of their power over what happened in the :'u" |
agricultural sector with the newly strengthened INA This situation .
alone was sufficient for them to experience discomfort over the,,,, ii‘;
agrarian reformr-regardless of their pos1tion on reform itself ;
The discomfort was often expressed as dislike for INA and its ’. |
'technicians, rather than as a disapproval of agrarian reform o
Foot-dragging on in INA program, however, could be tantamount toji B

' foot-dragging on the reform.

The process of implementing an agrarian reform, then, ,

can be Seen as a race against time. One has to insure the program

2In 197k, the Ministry regained its lead with a budget 41% gi‘eater, o

than INA, whose total budget actually underwent a small decline
I do not know the ‘reasons for this. change T



against the powerful opposition of groups with land t6 lose and, -

Just 8s releva.nt to AID programing a.ga.inst thex gbstreperoueness

that will arise in the public sector itself. A period of such

polariza.tion in the pu'blic sector ma.y not be the ‘best tima to
g

execute a progra.m tha.t like the AID sector loa.n, depends for 1ts‘,

success on considera.‘ble inter-agency coordination._f L




_Government Protection Ageinst Its Agencies . ... ...

" How does an egra.rian reform government protect 1ts reform

f'rom the opposition tha.t ca.n well up out of 1ts own agencies? One o
way to do this is to empover a single institution as the refom— o
| ‘committed one. Its personnel ca.n be repla.ced or increased a.nd |
close attention peid to it in e wa.y tha.t 'vrill gua.ra.ntee its o
', Ucomtment to the reform 'I'his may be the only way of getting a
kkcommitted institution into the act on"short notice. ‘The other way |
for a‘ government to insure this kind of"cOm‘mitment a.nd cooperatio‘n'
from its public sector is to replace the ,personnel of all involved
‘government agencies, or engage ina messive socialization program
to 'cha.nge their commitments. INA is a.ttempting' some "conscientize.tion"
of its own and other government pers:onnel through its PROCCABA‘progra.m.l
But this approach takes considerebie time and resources. Wholesale
replacement of personnel and a massive socia.lization program wouln
amount to revolution. |

| The non—revolutiona.ry reform gOvernment then, is often
stuck with the second-best solution to its commitment problem—-tha.t 1s,
putting all its eggs into & single institutiona.l basket. This may

explain why agrarian reforms often confer sudden power on agrarian

J'Programe. de Capacitacién Campesine para la Reforme Agraria.  As
can be seen from this title, the training 1ncludes peasants as well
as government technicians.



reform egencies the.t were previously wea.k end sma.ll The pest o
inactivity a.nd. sma.llness of these 1atter :.nstitutlons niake for 2
reletively eesy and ra.pid re-doing, th.rough an overwhel.ming in,jection
of staff e.nd resources. With the same amou.n’c of increa.sed resources, |
it will 'be much more d.ifflcult to transform an active e.nd powerful »
d.evelopment ba.nk or a.gricul’cure ministry- - ' | _ - ' |

In order to survive, in sum, a reform-implementing ” ’
' govermnent may have to neutrelize the entl-refom feelings tha’c pervade
many governmen’c departmen’cs--and perhaps empower a. single institutlon
that can act fa.st a.nd be relied upon. Again, thls may' no’c be the
moment for a nmlti-orga.nizational approach to foreign ass’ista.nce:
one does not want to. give too much of 'che public sector action to
wavering supporters of f.he reform. One does not want te demand
the kind of coordination that makes supporters or beneficiaries
of 'ehe reform dependent on the inputs of non-supporters. The'
fragility of the political balance that allows the reform decree

to be issued cannot bear the weight of

‘ 2I do not know to what extent this transformation was accomplished
vith INA. As is frequently the case with sueh agencies, the Institute
often took action on the side of the landowners in its pre-reform
days—~or, at the least, not in the interest of the peasants. Some
peasant groups, when telling their histories, refer to the landowners
and INA in the same breath. They have not had contact with the
Institute's new incarnation; or if they have, they assumed or found

it to be a continuation of the old.



10

_&n 1nstitutnona.lly complex progra.m In a sense, one ha.s to regress L
tosa smpler orgs.nizational approa.ch | | o o ’,

The coord:.na.tion dems.nds e.nd technical complexity of the
AID sector loan resulted to a cons:.de_ra.'ble extent from AID's desire “
‘to s support the reform as 'broa.dly as possi'ble. It is ironic that ther -

more supportive the AID response--more money, more progrs.ms, more o

: a.gencies--the less suited it is for the agra.ria.n reform environment.

o Not only will the AID progra.m itself hs.ve difficult going ‘but as

discussed 'below, the post-reform struggle to root the reform ca.n S

actua.lly 'be hurt 'by this kind of comprehens:Lve a.pproe.ch



AID's Sector Lomn: Many Agencies and Diverse Bemeficiaries

For various reasons ,mreleted to the considerations-

~ above, Am's‘{_epﬁroeoh to ,;‘t;hee ;Hondﬁra.n agrarian reform was multis
institutiosalfHﬁFi#eLgo#ernment departﬁents,ﬁpot1pne§gplayjiﬁportent .
roles in ATD's sector progran—the Netional Development Bank,

the Ministry of Nationsl Resources, the National Agrarien Institute, - . -
the Netiona.ﬁlk?‘lmi’xig j,‘Coimcily,a_nd. the Cooperative ‘;Department;zri;f
Coordination ‘pett_,ree\nj the adepa.rtments.wa.s a . primary requisite ﬂ’,.’for)f T
satisfactory imple?ente.tion of the program. - In recognition -of the -
aiff iCUltY of aohieving such ec_oordi-nation,» -the Honduras Mission -
had "been collaborating with the Government of Honduras in this

g @1

institution ‘bu.ilding task through gra.nt a351stance since late

1972.1 The most important results of AID's coordioetion ia.ssistancek”:‘
were the ‘éréation of (l) an Agricultura.l Sector Ana.Lvsis group in -

the Ne.tiona.l Pla.nning Counc:.l a.nd (2) an Agriculture Sector

Coordine.ting Committee._ The la.tter we.s to ma.ke decisions of

policy and budgetery a.llocation for e.griculture at the ;

ministerial level. ° A T R
ATD was fully eware of the severe ma.na,gement‘ e |

constraints" involved in atte@tlns such a. coordination—intensive |

program ig‘Honduras.a

] ,The Mission add.ressed considerable e

C e T

1U.S. Agency for Internationa.l Development, ‘Latin America Bureau, Office
of Development Resources {AID/LA/DR), "Honduras - Agriculture Sector
Program," Capital Assistance Paper, AID-DLC/P-2051, 1L June 19Tk, p. 139.

2Tpid.



;attention to the pro‘clem in the sector program, and in & separate IR

grant=funded pro,ject.3 Despite this care and attentlon, the

' coordination* demands of the loe.n program on the ‘Hondur‘a’n publ:.c
‘sector may make it more difficult than necessary ‘for the programf
to function well. The institutional complexity of the program R
may also carry ‘the risk of a.dversely' affecting the course of the !
agra.r:.a.n reform. - This’ is possible ‘becaiise AID's loan and grant ’
funds are quite s:.gnificant in relation 0 the Honduran budget
for agriculture.y "The way they are channelea therefore, ca.n R

bestow considerableainstitutlonalfpower; Before taking this‘lyi

point further, T ﬁant“td”exﬁlainfwhy?AID‘na&e“tﬁe iééﬁ‘wé&“i%‘aia;‘“"‘“h

The spreading of risk.; The agrlculture sector loan proposal first.

surfaced in September 1973 as a traditional "production loan"

proposal for $9 6 million-lncluding funds for a national cadaster,

3The sector loan'inclnded¢$82lW000‘infﬁlﬁifnnaelforjcoorainetion; o

management planning end evaluation. The complementary $2. 9 million - .

"Core Services" grant project also empha512ed inter-agency
coordination. U.S. Agency for International Development, Honduras .
Mission (AID/H), "Core Services - Rural Development," Voncepital

“~Project Paper, PROP, 3 February 1975 (second rev151on)

hIn 197h the Honduran goverrmment committed $18.3 million to-
agriculture. This included $1L.7 million to the Ministry of

 Natural Resources (of which $5 million was transferred to the BNF e
and INA) 4nd $3.7 ‘million to INA. The sector loan was $12 million,

to be disbursed over a four-year period. AID/LA/DR, "Honduras:

Agriculture Sector Program," Report for the Development A551stance AN

Executive Committee, 21 February 197k, - Annex A, pp. 3-5.
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production;créditfand‘teéhﬁiéélxéésiéténéé“fér*éiffﬁsiéié’ﬁgtétéés,"
technical assistance for-corn &nd beéans; ‘and credit for ‘Africen
palm oilEproceSSing“equipméﬁt;s 3The?intéﬁEivé”ﬁéﬁféﬁfﬁgdﬁeéé;;:ﬁﬁ
conveyed almost nothing of the radical chdnges i the ‘government
at the end of the -preceding yéar, ‘and thé”é%ééﬁiﬁé”ﬁ%ééﬁﬁféw%ég°bt'/‘ﬁw
carry outtanuasrariﬁnrreformf’fséoﬂ“ﬁftéfQ”ﬁﬁéfféf&ﬁﬁiéégﬂﬂdigéb#é}gé"ww
by some enthusiastsﬁinwwashingfbn dhdﬁthé'Mi§§i6h2'ﬁiﬁﬁrwgéﬁfﬁéfdﬁly“?
TDY assistance, the loan proposal was changed radically to one that
would be directed primarily to the esentamisitos: ~These'ware =
groups pfxpeaSant“farmers”whé?wefe‘éétfliﬁg*dﬁ“iaﬁﬁé”%ﬁéf were
being "forciblyffrented‘féf”théﬁ?hy”fhe7Natién§15Aé?éfiéﬁWiﬁé%if&éé;‘k/i
under the authority -of Decree 8 df”Dééémﬁéf'IQ?éfF'FM“M‘ e
There. was considérable ‘hesitancy by Sémé in’” AID/Washlngton’
about making -this kind -of commitment. Tt was felt‘by some that B
the govgrument;ofrﬁondufaéVhight‘bé*"prdééédiﬂé@t06*¥5556ify6ﬂ?;hw’y>
embitious, untested, and rigky undertsking”; thst ATD wowld "ve
vulnerable to eriticism if we allocate almost $6 wi1190n o the
Project as.purrently:desigﬁed;ﬁs fTﬁére wai boficern that the Y

agrarian reform lew, which was then-in the making, might 'not ™ =~ =~

< j, Ions

5AID/H "Rural Sector Intensive Rev1ew'Request (IRR)," DAEC/P-?h/6
September 1973. v Toeer fy ,

6U S. Agency.for International: Development ‘Latin Americd Buréau, Offlce
of Development Program (AID/LA/DP), "Honduras Agriculture Sector Loan, -
Memo to the Deputy U.S. Coordinator, 11 June '19T4. -Further cites in
the paragraph are from this memo. The opposite p051tion on this

issue was expressed in another pair of memos, cited later in the text.
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encoura.ge or even permit a .group -to choose :.ts own’ method of
organizing the enterprise. . The f«govern.ment was ‘putting ‘most of S
' its emphasisdnend @resou.rces sy that iz, on ,éonmm'a.l fa.rming Itwas
feared by AID that ‘f’a.rmers who wented to work and own lend

individua.]ly' would not be a.l.lowed to. do 80y a.nd +that coopera.tives

—~which pre-dated the reform and were. d:a.fferent in: structure from

'the a.sentamientos—-would, ‘beneglected. :sze.shington wa.s,hesita.nt‘ :

in short, to go all out for a go1rernment and 1ts: reform before = T

it had more of a tra.ck record. .-

Wa.shington 5 unea.siness ‘was dealt with by "diversify:.ng

the loan proposa.l ‘somewhat out of the:- co:nnnnma”y_fE ng e

a.senta.m:.entos. Cooperatives and other a.ssocia.t:.ons were given a’

lke.rgerprole. 5 .aMore -emphasis was given.to f‘a.gricultura.l inétitution's ,

: outs:.de the Na.tiona.l Agrarian Institute—the Cooperative Depa.rtment S

- the Ministry of Na.tura.l Resources, the Na.tiona.l ‘Development - Ba.nk

the National Planning Council. . The number of asentamientos i

~eligible for ‘the ATD cred.it was to be limited to a8 chosen 40 out
of 600--g point I retu.rn to later. - 'I'he loan funds in sum, were

extended beyond the a.graria.n reform to a larger uniVers.e of fa.rmer '

, groups and implementing institutions -so a.s not to invest too S |

‘ hastily a.nd hea.vily in an unproven politica.l u.nderteking

limiting the _number of post~reform grOups to be serv:.ced hand-

pick_mg the best ones, and prov:.ding some of the cred.it to groups j o
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whose exiStercé wis ot deperdent on thé reéform--the Agency would
be somewhat protécted in case the whole reform effort collepsed. =~

Sector lending ana fillin J_ggps. Another reason for the multi-

faceted nsture of the 025 program was the poPularity of sector S
lending in AID Individual projects had to be presented a.nd Justified
within the framevork of a sector analysiswor assessment showing that
the pro:]ect fit compsctly into & sector-wide setting. Modest o
projects with independent Just:.fica.tions d.ld not fit well within

this framework. .

R

Ana.lyzing a sector a.lways reves.ls important gaps to B

be fllled. When put in e sector context, for example, a ple.in
and sz.mple sms.ll fa.rmer credit program revea.ls the absence of a.n

adequate extension service or of the use of modern methods" by " L

farmers. The pla.:.n progra.m becomes ha.rd to ,justiﬁr without e

companion program in a sepa.rate institution to provide extension -

service; or without added resea.rch in yet s.nother institution to o

discover the modern J.nputs thnt would be most suitable for the new L

borrowers. As soon a.s one sta.rts to fill these ga.ps, one ca.nnot

help but end up with more institutions a.nd mre things to do. L

Sector lendjng and a.naly-s:.s has somet:.mes been dismissed,w

by critics as a new literary’ Settmg for preSentation of the sa.me
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old projects. ,The‘original proposalefor=the'Honduran:sector loan, . ...

for example, was criticized in Washington for being comprised of .
g series of discrete projects independently aimed at the [same]
',goal." Linkage between the projects, it was said, was "not

nT ‘Sector lending, whatever its faults or merits also -

clear."
introduced or reinfOrced a tendency for rural development projects o
to work on all fronts at onCe.H“"kM‘”‘ v e A

Sector lending required considerable time to prepare

PO
wow b

sector assessments and justify individual projects in that analytic -

style. The AID Mission Director in Honduras, after pushing hard

for AID support on the heels of Decree 8, expressed considerable’ﬂp
frustration to Washington over this dilatory process. Honduras, o
‘he sa1d was "being treated like e Colombia or a Chile by the o
cult of sector analysis nov the style-setters in AID/W[ashington] 8
The sector approach he said had resulted in advisory visits S
from Washington economists, 1ong drawn out econometric analyses
of Honduran agriculture, the throw1ng out of previous work

the starting all over again. Meanwhile time was being lost
’"Honduras,“ he said "is harren ground for this sort of effort
but I fear that we are hecoming 8 test case in which the’

application of the sectoral treatment and the consequent -

7AID/LA/DR "Issues Paper - Rural Sector IRR - Honduras," Memo to
Deputy U.S. Coordinator, 23 March 1973, p. 1.

8AID/H Letter of Mission Director to Deputy U S Coordinator of
AID, 21 May 1973..
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reinforcement;of ..tne sectoral ,wstiq_u‘e,~ have become more important
than the realitles of the ;situation. " Thirteen more months were
still to pass fjblefokre -the sector loan wes finally suthorized. : - -
- Sector loens and their a.ns.ly-ses were -everything that an .
agrarian reform was not... Th.ey were diffused over a whole . sector
and its ",seryiceginstitutions, They took lots of time 4o Justify
and to get going... Agrai'ian refo‘rm,a‘in contrast ;. was ‘,forced'to-be : wi .

intensely cﬂncentrated. An time and instit 'Lrt:i::.ns.8 RECR O BTSN

AID's past relations, There were other reasons why AID 's post- o
agra.rian—reform loa.n program proceeded on so many :Lnstitutional o
fronts. One had. to d.o with the history of its institutional . -
relations in Honduras.x Credit to the BNF played such a central o
role in the sector loan pa.rtially because of the pre-reform
relations between ATD and that institution. It was - only natural
that AID's first loan to the BNF in 1969 would have g:.ven that
institution & strong’ "incumbent" status as cand.ldate for a ma,jor |
role in & seecond loan. e o B o

The Mim.stry of Natural Resources (MRN) had ha.d an’ even longer
history of relations with. U S. assistance progra.ms though not of ’A |
the financial magnitude ‘ot those with the BNF. Since the l950s,
the Honduran extension service had been inciuded in the Point Fo\i‘r-— ”

USDA program for creating agricultura.l extens:l.on Serv:.ces in Lat:.n

a‘I’he sector assessment" rather than ana.lysis was used in the
Honduran case. The assessment is a less formal evaluation than the
analysis, and is thus somewhat less time-consuming.
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pmericu.  There was alvays some progrem or snother 6f this ‘nature -
'in the Ministry of Natural Resources. First it was the "servicio" O
' then it was the difficult trensition of this service "tb’fuii;ﬁédgéd* o
f adoption by its ministry, then 4t was the beefing up ‘of the ‘service
after it wa.,,.absorbed “by an accepting Bt resource-poor ministry,
then it was \the re-tooling of exterision agents from 1a.rge—fa.rmer
ectivitiés to smell—fa.rmer ones, during’ “the’ period thet ‘the 018
\~ loa.n attempted to help the BNF ma.ke ‘the same kind of cha.nge. Er.'h‘e B
Ministry' of Na.tu.ra.l Resources then, was a.lso & good ca.ndida.te 3
for en importa.nt institutiona.l role in the sector loan, based on
its "incumbency status" with AID. It wes only‘ naturel that the
daily rela.tions of AID progra.m mnlementation would have led to the o
discussion of des:.rable future projects a.nd their inclusion in the
seCtor loan. ,:‘ | CT e g o . . ; R &t : A

“ 'I'he Mlssion, like a.nyone else v:.ewed the role of these
two ent:.ties in the sector loan a.s the na.tura.l institutional way to
carry out such a progra.m—e.nd not & matter of choice ba.sed on past.
,rela.tionships. But such programs a.re described by AID as instruments
for essisting the sma.ll fa.rmer—-as rural development progrems meant
to a.llev:.ete the unequs.l distribution of income e.nd resources in |
the countryside. When one th.inks of en instltution that will serve.
this purpose rather ths.n supply a speclfied service, one is 1ess

likely to come up with a BN'F and an MBN as "na.tura.l" ca.ndidates—-m
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precisely because 8f their histories » Which were not very intolved
with the kinds of farmers’ behefited by the agrarian reform.” & '

. The BNF End the MRN, then, eﬁded up as the- pi‘in;iﬁe.l
actors in ATD's program of support for the Hondura.nrj&g’r"a.riaﬁ‘?
reform, partly becéiise they were the primary institutions withi«
vhich AID hed had reletions before the reform. During e reform, '
however, institutional power in'the public’ sector gets- sh&k’eﬁ'/zﬁp
end, as noted shove, a less powerful institutional actor 6ften gets

pushed to the forefront. By investing considersbls monies énd '

powers in an institution with little past history of powes,; the -  ~

reform goverrment leates the®powerfiul institutions in agriculturs
somewhat on the side: " AID ‘shduld be &ble to Pfollew suit. Tts =~

support for a 'reform shouil&“réﬂécﬁ“this ‘shakeup. """

~Agrarian’ reforn involves ‘é“"d.isruption‘ori"‘sevei‘eI fronts

in the way things are done. This is how a reform achiewi'es-"i“cs‘*" T
objectives. In order to keep up with such & process, ALD has to
experience the sa.me disruption in zts institu'biona.l(rele.tionshlps
This is not to say that it must cut off rela.tions *with the .
institutions with whioh it wa.s involved Ra‘bhef :.ts program

should reflect the new ba.‘!.a.nce of pover in the public sector “with

the most important institution of the reform period as the key .. . ... .

actor in the program. The other institutions sHould have:: & .-~

relatively less powér in AID'$ program<or, perhaps, none dt 'all.
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Ag'enCiésf like the Cooperative Department; that f‘aref' left ;éompletely S

aside by the reform government, should also be leyft‘:*a.‘s”idexfo‘r*the i

- moment by AID 9 Decisions ahout institutiona.l chazmels ‘'of support |
to an a.gra.ria.n reform,: in sum, should not necessa.rily ‘be- ‘oa.sed on
the existence of solid 'pre-sreform relations between AID and the“/‘
| mstitution o

It was - ea.sier for AID to- cont:.nue its: predounant

relations with the BNF and MRN, instea.d of start:.ng a.].most from -

secratch with an unknown entity, es hed to-be done with' INA. An 0 (-

ATD Mission agronomist; upon-ending ‘his Honduran tour of duty 4dn--

| 1967, vrote 'that~'k,'idea.l‘workingfrelatioziships 'ha;#e"‘oeen,esta‘blished SO

with DESARRURAL [the extension service: of the Ministry of Na.tural
Resources] end the Na.tiona.l Development Bank. ..10 At the same time,
he noted the :a.bsence :of a rela.'tiOn‘shiptwith ‘the- a.gra.rian ‘reform

agency, recc‘)m’meriding’

that a more than casual interest be directed toward
- the National ‘Agrarian Institute (INA)...At the =~
moment, it scarcely provides a handle to take hold
of but it has such wide authority over public: lands
that recognition must be taken of its role in _
development ‘and means to exploit:-éffectively this = -
authority must be searched for. Admittedly, there
2. are built-in pitfalls in the legal framework of ~ .

9This example is discussed in a sepdrate section below. = <
10

AID/H, "End-of-tour Report," Airgram TOAID A=355, 11 May ‘[;1967,;.?{:&; e



this a.gency, and :Lt is by no means. ca.pable et of
dealing ‘éffectively with the myriad problems of
la.nd tenure, but some beginning must be made now.

It is difficult for AID to shirt gears suddenly of .

course, a.nd go institution-hopping. (c:It might seem more efficient P

to re-direct onefs:,‘existing ’,rela.tions Ayith‘.“institxrtions toward .. ..
reform—supporting‘prog'rams. . ZBut A,there is considerablefcoet tto o
this ina.ction about changing the institutions one hes rela.tions .
with. One ina.dvertently reinforces the pre-reform balance of

public sector power, which the reform government is trying to

cha.nge. AID thus makes it more difficult for the government to ...

accomplish the ahift of rela.tive poWer rrom the 1ess committed

:z.nstitutions to the committed. e

Ard. po 8
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Inter-agency Coordination in Rural Development Projects

The mnlti-institutional approach of the sector loan, end
its corresponding requ:.s:.tes for coordina.tion between institutlons,
reflects a coordination hias in AID projects. Project problems .
are often diagnosed as’ resultlng ‘from Mehe lack of coordlnation“ R

between agenciésfthEt'serriceAtﬁe éémeiciiént'éf“bféaéef. The o
failure of small farmer credit programs, for exam@le, is often hi;“
fattributed to the inEbility of the credit 1nstitution to get “
together with the exten51on service to prov1de for guldance of o

, the small fermer borrower. This wa.s one of the problema.tlc arees
frequently referred to in evaluatlons ‘of the first BNF loan.l -

In Justifying its technical assistance programs AID

;often points to the gbsence of coordinated action between
government agencies as a reason for inedequste‘performsnce by the
public sector. 1In the Honduras sector loan program, for example,
continued superviSion‘by an ATD-funded govErnment coordinating
committee was considered "necessary to insure that past
institutional jealousies are removed and functlonal problems of

"2

the hew programs are treated effectively and early. After the

lE.g., AID/H, "Estudio de evaluacidn del programa de crédito supervisado
del Banco Nacional de Fomento,” by Reinaldo W. Santos Santiago, USAID/
ACDI-BNF, August 1972, p. 19; U.S. Agency for International Development,.
Office of the Auditor Ceneral, Area Auditor General - Latin America
(North) (AID/AAG/LA), "USAID/Honduras, Agricultural Development e
(Credit and Exten81on) " Audit Report No. 1-522-TL-4, Project No.
522-11-190-036.1, 31 July 1973, p. 8.

2AID/H, "Honduresi,Agriculture'Sector‘Program," Report for the Development
Assistance Executive Committee, 21 February 1974, Annex A, p. 7.
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completicn of ATD i‘programs“tha;t' include coordination ‘aspects; = -
moreover,: thef‘;coordinetio’n' problen is-agein cited frequéntly as a
- reason for:inedeq_uate“pro.ject axecution. oo W Teisenl g T
A11 this-experience shiould perhaps be taken to mean that =
the problems of inter-egency ccordination are more & constant of }~~,:;;««
ATD's project -environments than & wvarigble within project ?*coﬁtrol.
Coordination, that isy sreqﬁires"inetitﬁtiohel“-behaﬂor “that’ do"e"s
not come easy in the world of most ATD projects of, in many cases,

among the «;\ag'encies of our -own .,tove‘rhment’m - It may therefore butden

a project -excessively -to require not: only that it perform a’¢értain @

task, but that it overcome inter-egency rivairies as well. 'To

make a project .dependent on coordination is, in'many casés, to T 0

lessen considera.hl.v ‘its chanees for success, ;v arn kDo

e

The ma.ch:.ne a.nalogr. Like the sector loa.n approach, there is a

somevwhat mach:.ne—like conception of institut:.ona.l development i o
behind the empha.sis on coord.ina.tion.‘ A multi—institutiona.l “ M kr A
approach to a prohlem, tha.t is, :.s portrayed a.s 'being more
complete because a.ll the pleces a.re there. With a smgle |
institution, you lea.ve out some of the pieces some of the | | 7
instxtutional potent:.al in the public sector ' Sim:.larly with ”
. the sector loa.n concept a.n across-the-sector approa.ch :.s

PR

_ "conveyed a.s more complete tha.n a single project 'I’he ex::.stence
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of each part helps ‘the other parts to do their work.: In both the - o

sector and the coordination “a.pp'roach,f it is-implicit that 'you'are’ =

. better off if you include more things. It is not only that the = = =

machine will work st & lower capacity with-only one part--with

' o‘n’ljr one ‘project or one institution. It is that without all its ~ =

parts, according to the analogy, the machine cannot work at ali. =
I am saying, in contrast, that there is more charce that certain =
projects will work if they have fever p‘a;rt’s; ‘or only ohe.  The

machine enalogy; ‘in short, is’ not*:appliceble*to these situstions.

It is not ,applica'.ble-‘because one’part can work ‘perfectly well om”

its o'wn-—-in céntrast to a machine. And the ‘task of ‘fmaki‘ﬁg one part . i

work together with another is & ga.rgantua.n one--often more -
difficult and dema.nd:.ng than the ‘project itself.

The 1nter-a.gency coordination problem in foreign

- -assistance projects has become pa.rticularly e.ppa.rent a.s a result -

of the recent empha.s:Ls on rura.l poverty and a.glculture.l In the
ds.ys of tra.nsport a.nd power pro,jects, mvolv:l.ng the construct:Lon )
of large physica.l structures respons:.'b:.lity for successful o |
completion of the project usua.lly rested with one e.gency. ”

Coordina.tion w:Lth other departments ms.y hsve been requ:.red a.t )

certain p01nts, but it certainly‘ was not cruc:La.l to ma.king the L

project work. In the agr:Lculture sector, in contra.st loa.n funds ;

can rarely be t:Led to 8 physica.l structure, clients are served
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by & variéty of ‘goverfiment sgencies, nét ohd:’ As dletinghisted

from transport &nd power, then, the teéchnology 6f an agricilture

program does not- dictate tHat it be concentrated in oné organization.

‘Theve ‘18 aléo n6 tachnologiéal dictis that Sérvides to
agricultural users aré bést provided ‘out of various érgenizetions
rather then one, It 1s~{hé dbheept 6f ‘organi Fational special{zdtion
by function thet’has “béeh Béhind the traditistal ‘approdch of
parcelling out such ‘gervices t6 different organizaticas) according
to their specialty. ‘Concerns about "overlapping" alsc play’a role
in this téncept: - Ode "instititicn; it is ‘said, Showld” not carry out
tesks in-which another institutisn is specialized. A vank, = '

according ‘to this-viéw,-does Hot creaté its own extension service

to provide~rsupe"1°viéi6ﬁ for“{ts loans . 'An ‘extension’ f’s‘éi-ﬁce" e e

A

The sing;e agencx. I ha.ve been arguing that there are some good e

Tad : i

© reasons for concentra.t:.ng sma.ll fe.rmer programs :I.n one :Lnstitu:tion-—

or for limiting AID a.ssistance in this ares to one :Lnstltutlon.

These . reasons ¢an be”seen as having ‘the’ force of the ;technqlogicéi“ CER

dictates ‘that cause powet and tFansport projécts o be execiited by
one organization. . Firit, the institiutional coordination’ required ™ *

to meke a rural developmetit program work often doss not materialize =

in this type of project-énvirenment. ~Second; the political *" '~ 77T
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inplica.tions ;abehind.' small farmer :programs may ‘sometimes‘makeithenx

best carried .out by One‘;,orge.niza.tion..~_~ ‘]Ihe-‘concept -of fﬁmefional =

speeia.li‘zation‘ should ‘th.er\efro're not _;always-detez‘m:i.ne the design
of this particuler type of :~nroject;, .Banks, that is, should hot

‘ nec'esserily give credit ..on'ly;v,or?extensionyserﬂces*ﬁonly erbensibn;‘ir P

| or agraria.n reform a.gencies only -land ad,judica.tion.

Organizetiona.‘l. specia.lizetion by client. group ra.ther

than by_ta.sk may be, in some settings, .8 more vworkable prineciple of pens

project design. - That the Sma.llgfa.rma end the large fermer are - 7 o

‘both involved ;;i.na.grienlture, for example, should not necessarily @

be the def.ermining -factor in deciding what institution can serve -« -

them best. .It is just as. important ««thet’i-’the 'sman-fra‘rmer hRS @ -

socio~economic existence very different from that of the large o o

farmer-—vwhich .sometimes even puts the two at odds. The logic-of "

what they produce ma.y pla.ce them in the same orga.nlzation ‘Butf\ |
the loglc of where they sta.nd in rela.tion to ea.ch other on the _ A

socio-economc sca.].e puts them in d.ifferent ones.

-Orga.nizafiona.l-overla.pg :ing'. The maohinea‘like world vliew shows wup ™~ '

not only as the assumption'that the more perts that ere included
~ -in a program,. the ~’oetteft~‘cha;nce 1t has to work: The view slso

results in a «.—'concern‘_for ‘stamping out or avoiding overlapping @ -

activities by different agencies.. If each part in'a machine 457 -~ .
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designed to do & certa.ln ta.sk, a.ccording to the a.na.logue | there is |
no reason for one part to take on a task a.lrea.dy being done by

_another. This is redu‘.nda.ncy:f ‘,But the ma.chine a.na.logr to the ; ;
:Lnst:.tutional setting of & development progra.m is not accura.te.

Some agencies, for exa.mple, ,will not be a'ble to do their ta.sk well

precisely because a complementary ta.sk ha.s 'been entrusted to a.nother o

~agency. The ,,s_eco_nd agency. ma.y give preference to gnother program L

- in which it pleys a more ;centrel role Or, the second agency may
serve another client group with a stronger claim on its time and

resources. ..o

B T TP s e

In some cases, then AID shOuld finance the development o

of complementary services 1n the seme :.nst:.tution smply beca.use e et

it ha.s proven itself to be committed to sma.ll fa.rmers.’ ‘I'his should
be done even though some of _;these_,servlces are ’a.lre‘a.rdywofficis.lly
housed, s.ccording ’ to itra.diti".onal ?specializa.tion patterns s Hin

another institution. The peasant union associstion ANACH, for
example, is an .organization of proven dedication to ‘the -peasant

and of proven politica.l power. For some yea.rs 1t ha.s sought AID

| a.ssista.nce for expanding its serv:.ces :Lnto coopera.tive technical

a.ssista.nce e.nd credit. By function, however, it is 8 "la.bor union
association," set up to organize peasants end meet their demands
for land--not a credit operation or- an extension service. Thus

ATD has not really considered this organization as a serious
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'candidate for-its rural~deveiopment'projects. It has responded to
ANACH requests with llmited funds out of & political obligatlon Lot
it has to the U S labor movement--inst1tutionalized in the
‘AIFLD program and the Embassy Labor Attache.3
o The credit union federation FACACH, as another example;f‘f: -
was passed over by AID for the BNF in 1973 and 197h as the
organizational focus of a small fanmer credit program.’ In k
Justifylng this exclusion of FACACH AID said that the organization B

rﬂa 'a federation of savings and losn cooperatives ‘and as such o
wes not designed to meet the_special needs of small farmers.

- The federation, moreover, had "never attempted to enlarge its
agricultural staff "'and had not succeeded in negotiating an’

arrangement with the extension service for use of their agronomists

F%CACH,_however, had for ‘some time housed a group of young managers

| who were very interested in social setion progréms for the peasants. |

They saW'the‘creditMunionfin‘aitroaderhcontekt than usual, hoping =

3AIFID is the American Institute for Free ?La’;bOr“ Development..

l"AID/H “Request ‘for Amehded Authorizatlon of Loan No. 52210183
Agricultural Credit & Storage," Memo to Office of Development

Resources, Latin American Bureau of AID, n.d. {Fall 1973], pp. 8d9:/:;~“

This story is told in greater detail in the FACACH chapter above.
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to use it as -an-instrument for such programs. "Indeed, some of
these managers have’ left FACACH betause of discontéht?over ST
its "conservative" orientation, and are now heading up small L
organizations exclusivelv involved with organizing peasant farmers.yiu
FACACH, in short had more of a8 history of concern for peasant . ;
farmers than the BNF It vas also a proven financial institution.&’_::‘
It was exoluded by AID for a small farmer program on oonsiderationsyr
related to inannropriate functional specialization, ‘The o
conSiderations I raise however, might have made it more logical‘
to give a larger role to EAGACH. j N i ‘k\k "‘u_ . ;
The literature on organizations has suggested that the ;T:
kind of redundancy thatfmight result from the arrangements suggested‘i’;
here can be a healthy feature of institutional environments.? It o
provides an opportunity for competitive evaluation of performance
in the pdblic sector.’ It is a competitive goad to the redundant" ;
departments to improve their performance. It also provades a,,ﬁ,,;,,; o
safety factor for getting the Job done. If one group fails the'iggrgﬂ;
other one is there too. I am.not proposing redundance or .
overlapping on itswovn account. I am suggesting, rather, ém ;i

e-definition of organizational tasks that makes small farmer e

extension, for exnmple, a different task than large farmer V

5Martin Landau, "Redundency, Rationalitv and the Problem of Duplication
and Overlap," Public Administration Review 29 (July-August 1969),
pp. 346-358.
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~extension. Redefining ‘the task this way may require different -

1nstitutional homes ° for the two, #nd-a certain amount of’ redundancy. ’

Coordinationwaversion'.i. Inter’—agencv coord.ination may be‘ most o
difficult when the traditional shares of government agencies in the Lo
budget become sub,ject to change. This can result from political o
| instability, or from the ezpectation of la.rge increases in government ‘
,resources for which budget allocations have not yet been ma.de--
"‘e g., an expected large foreign a.ssistance program, a large -
pro,jected increase in petroleum revenues W‘nen revenue and ._
expenditure ma.tters are so up in the air,rgovernment ‘agencies
- will consider the hoped—for 'budgeta.ry increases as up for grabs. ‘
They will see themselves in competition with other agencies as to
who gets the money first. At a time like this, cooperation by one _
agency wi h another may give the other agency a chance to demonstrate
its capa'bility. 'I'his wlll be seen by the f:.rst agency as prejud.icing : -
its own chance for e larger share of the new funds--as helping the |
other agency to boost its sha.re.' Inter-agency rivalries, 1n other
words, will be exacerbated under‘ such conditions. Cooperating -
with other agenc:.es will 'be looked at as a. foolish g:.ving up of
power. This contrasts to more stable times when agencies are

more apt to see themselves as getting the same share of the

government pie, no matter how they behave. .
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The maﬁt;icibﬁéé&' svellability of US$TH 000 of the 018
Loan, on the Ve of FECOAGROM's derilss, 1s ax intevesting ekample
of this type of coordination—averee*%E££§i8$§6'ﬁfﬁfiﬁémtheﬁmié-l§73‘y(7
FECOAGROE ‘résehe activities,” it was reported by the ATD Mission,
"neither the' BNF [Natfonal Devalopment Bank] nor the Minisbry 6f ~
Natural Restirces offered ‘sssistance to that Federsiion."! The BNF
end FACACH, moreover, wanted thoge ¢redit” funds for théir om =~
programs. " In trylhg to convincs AID that 1t deskerved tc have the
funds, the BNF suddenly agreed to an ATD proposhi that it had been
against Por Some time-~establishing a Goop Window. This would give
complete power over the neir funds to ifself. At the same time,
the Bank was not ifi Pavor of the proposels whereby it, with other =~
institutions; Would help save the FECOAGROHE coops. FACACH, “Tutacn, :
made & propossl for 1ts exdtlusive ise of éﬁéi$fuhiﬁdo*§ﬁiéﬁ , it safa,

w8

would not work withéut "precisely th4§ ambunt."C  With a.nything

less, FACACE was saying. it could do nothing to help ‘save t“he‘

6FECOAGROH was .the Federacidn de Cooperativas dgricolas-de Hon&uras,

a cooperative federation created with AID assistance in 1971. It
claimed 34 cooperative and pre-cooperative -affiliates'at its zenith.
After its failure in 1973, it was taken over by the Cooperative
Depertment, which focused -attention-on 13.affiliated zoops.  :The
FECOAGROH story is told :Ln -} sepa.rete section above.

TAID/H "Request for Amended Authorlza.tion of Loan N6 522-1;—018 L
[Fa.ll 1973] p. lo T P R piwb ey m o pon

8
Latin America Bureau of AID, 19 July 1973, p. 3.

,;.q»:‘ PR

AID/H, Letter of Mission Director to Office of Development Resourceé‘, o
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FECOAGROH coops.. An tmallocated $7h4,000 windfall, in sum,
prod;ucee coordination—averse ‘proposals by ;other:organizations' .
 FECOAGROE, in Tth’e‘nea.ntime , collapsed.® . ..o

,_:T'he “period after' passage of an. agrjarian,refOrmala.w is -

‘eleo not always v,conducivevto ;Lnte‘r-‘-agency coOrdination;: This 48 -0 0

especially true if, as in the case of Hondurss, the reform brings ; -

substantial increments in public sector resources for,‘,agriculture R
end significantrshifts in ‘the budget ~ghares of govern;nent —agencies.
'In'Hond.nras”,:agencyjehares ‘;were'shaken up on three counts: a less

powerful -government ‘agency in agriculture, . INA," obtained substantial . .

increments in power; the governxnent,dj,rect'ed the Central .Bank to PO

make unprecedented increases of credit ($2 million) eveilable to -

post-reform pea.sant .groups; and & large AID klo'a.n for agriculture .. . .-

was being negotiated and mo&ified repeatedly,xfor more than a year:
after :.ssuance of the fn.rst agrarla.n reform decree. : A.‘L'Lthis

created an environment ripe for mter-agency rivalry and backbiting

This was heightened, in turn, by the pola.r:.zing nature of the issue - - -

behind ail these increases 1n revemiee-the a.gra.rian reform.

Putting the a‘bove considerat:.oﬁs tOgether, klt can 'be R

seid (1) thet o snall. fa.rmar program may' sometmes 'be best located S

in a s:.ngle institutlon, or spread 'between institutions in & way

9Th.ese events eare documented in the FECOAGROH and FACACH chapters
above R . , - .
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that requires Little coordination; (2) that the {nstitution should
be hand-picked for its commitment to small farmers rather than

only for its sbility to carry pu‘tr & certain conventionally-defined
task; and _(*3) tha.t a _pi;tory' i‘of«i_a.rge farmer clg,ims on-an ..’institution's ‘
servicés (irs’ e crippling handicap, disqualif‘yiﬁglima.ny,ministries of .
agriculture and @eyeLg_pment banks.. In a period br ,agrariazi reform
in@lementatién, these ‘,éopsi;ierations are even .more _j.inpgrta.nt

" because of‘the,tendgncy tqward intefeagency’competition and because
of the randcm appegrapcerf,rgfqrm—gverseﬂbehavior in the public .

sector.
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Agrerian Reform: Not Giving Eve:

‘hs pointed out above, AID distributed its sector loan
‘funds between" institutions and types of borrowers, rather tha.n

concentra‘cing on post-reform groups a.nd the agraria.n reform agency.

| It also wanted to be sure that a.‘Ll kinds of sma.ll farmer borrowers S

bad access “to' its ‘eredit funds-—-individuals a8 vell a.s groups, B
coops as well as reform groups. It &1d not ant the credit S
vmecha.nism 6 become a way of forclng farmers to do whe.t they m:.ght
not want “to’ do .just 40" get credit--i e forming groups rather
then working indlvidua.lly, or formmg‘certa.in kinds of groups
rather than others. There was concern that the ‘government wotid
favor its agrarian r‘eformv groups in the diétribution of credit \a’.nd.
‘ othei- services—that non-reform groups and individuals would be
discriminated against. AID"w‘anted access to the éredit to be

"~ "democratic,"

and the decision to form or join a group to be one
of free will. |

The Mission expected that thé Hondui'a.n governmenth ;program'
for the 19"(h-’19"{8'period would (1) place "rha.Jor" emphasis on the

land reform-esentamiento program, (2) provide "some" services to

cooperatives and other associations, and (3) pay "relatively littie
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attention" to the ;«indﬁépenaéﬁ%*' small farmer:l Yet ‘thé ‘land refdrm«
asentamiento program, the ‘Miséion' felty “"should vé viéwed 'ds only -
one mechanism for reaching smell farmers." It was importsnt, the
Mission believed, "to! suppsrt all three ‘channeéls of éredit to small
farmers"--the BNF's credit *'for"éoépexia;tiv’es and Por ‘{ndividual smell =
farmers; as well as its dsentatiiento fund. It vwas {mpcrtant to
"gevelop -other" channels; the Mission seid; ‘in order ts (1) resch
more farmers;(2) compare different approaches, '@(3).’*511‘;5@61%‘ prfi.vﬁi:e‘
sector institutions servicing small farmers, (4) experiment with
"still other" approathes to small farmer credit, and {5) encourage
increased ~*f16vs of ‘credit to ‘small farmers. .
-+ It 4s dnportant to compare ATD's néeds, as’expressed - -
sbove, with those of =y agrarisn Feform government.” Agrarien
reform is & time of intense conterted government actish to give -
lend to peasants-and to-get them established as iriable  prodiucers.
All the time, one ;iseworking”agaiﬁét the clock] trying t6 ‘establish =
8 politicel power base and hold it together: ,‘Gd‘trei‘ﬁﬁéﬁfé “have
different ways of ‘working egalnst the clock. ~They dsUally involve =~~~ '~

the bestowing of rapid and éonsidersble attention én ceFtain™ -7 7 7

favored groups and institutions. ~This goes ‘aléng with theé relative -

e TASEAT

S TP E ShdE D S SR ch s g g e ST Tl e

1ATD/LA/DR, "Honduras:-Agriculture Sedtor Program," 21 February 1974,
p. 4. The rest of the citations in this paragraph are from the same
ccsource -and page... .o o ine Tl see g e e g as D e T
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neglect of pee.sants not affected by the reform, of groups .-
esta:blished before the reform, or of some peasants. and groups who S
have less power than others.r ’

. This ;tyime‘,:ofafavoﬁ.ng—perha.ps a.?rela.tively short one—.
may be indispenssble to the success of the reformi: It is not '+ |
possible, that is, for e government to cover .all ‘frents ‘4t atime
| nke this.. ,'rhe* technical end political demands on it will be so ' S
" great kthat. -some informal 'criter‘ie«w'vill evolve as f\td'whd"géts “sefved";-~,'?r~ )
first. Excluéion,bf,somé“ﬁilllbevinevitdble;quheﬁgovéfnheﬁt”willi~*7“
want to favor sgrarien reform beneficiaries over ‘others in the - |
provision of serviees. This will be 'o'ne*"of its few opportunities .
to repidly create a. feithful political -constituehey for the reform.
Gfou‘pS or i.ndiirid.ua.ls net ]a’.ssocia.teﬁ with th‘e‘:refoi'ﬁ -’majf';be n‘etit'ral
~ to it, if,ynoﬁ OPPOeed.l The relative ne’glect bfthem ‘may be unfair,”
but it does not make bad polit:.ca.l ‘sense. It emounts toa o
rewarding of those -who -will support the reform govermnent. IERTEEES

,An sgrarien reform abruptly incresses the number of ' - -
claimants for government services like credit. It declares ‘that
the ru:al ﬁoor‘-nowhave ‘rights ‘to ‘these ‘seririceswyalong’with tb.eir
new land--in Iadditio’n to those who already have' ;ccégs', A E
) result, public serv'ices become even scarcer—-in the shert i-un—-
'tha.n they usua.lly' are.;, 'I'hey have to be ratloneﬁ out even more R .

selectlvely., Put this together w1tb. the dlfficulty of obtaining politica.l
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support :for -an agrarian -reform; 'and ohe hasa rule for ratiosding '
by which the scarce service 18 given first:to the:group ‘that will

render politica.l support. ; Foz‘tuﬁately,;this use of & pProgram to -

gain politica.lf-support ~does ‘not contravene ;ftthe’ ipro’g’ram*s‘" ‘objectives 7

as much as- might -oceur ~in other: circumsta.nces~ ‘the favored” gr‘oups

are supposed to ‘be -the beneficiaries sof ‘the reform anyway.: -

. The -favoring of cei"ba.in “types of groups;y ‘of “ébtii“'s'e,: T

may continue .long after it -is ‘necessary £b consolidste the reform.: -

But that is the risk of such-en undeértaking. - “There are few other = -

ways of ,epproe.chihg -the _--pr0b“1exh;' ‘because : :o’fk-"(l‘)‘ the' e.sudde’n“l entrafite -
of reform }bene‘fieia.ries “Antothe «popﬁla.tion of claimants for .
gOVernment ,serjvices ,-and the resulting scarcity of these servicesy” -
(2) vecause of the need  for the -government ‘to keep the reform " =
‘moving at a rapid enoﬁ.gh pa.ce to ward off discontent from the

potential beneficisries themselves—a' very real-problem in’

Honduras; and {3) because -of the :scarcity of institutionsl ecapacity

and resources to carry -out w-a‘*gbOd reform in & short ‘period of timer -

In times like thesey scarcity chOiceB have to be'made.’ It makes

sense to choose in a way that 4ncreases the-program’'s-chandes for~ "o .-

surﬁva-l . N S g et

.. The time of a reform is no time for<AID"to worry about”’

the left-out groups, or to try and make sure-they get: equal accéss:

to funds. K To support-them is-iike *“\s’up’portingffefdrmi—n‘eutf‘a.l"‘ﬁﬁblic



sector institutions . Tt ds ;-td":‘diffuse"the:'tgo‘v‘er‘nmeﬁ*t's;?attempt"t’o'

chennel as much service-in a isﬁorb“peribd of time to reform v

 beneficisries,-and to get as mich political’ support back from thém

as possible. After all, it 'was "the*f’r‘eform‘beneficiﬁ.r"i‘és“ who were ¢ C

' the ieft-Out ‘ones of ,‘pre’-‘-‘reform“times‘.w-*:‘I'f’t‘he* néw attention paid n

to them is somewhat exclusive, it may also be compensating fér past
imbalances. Of thé "neglected" claimants for ‘-govérnmeﬁt Vser'iricesk,

vhich were of concern to ‘AID, the cooperstives are perhsps best

sble to make it on their own for swhile. TFor they wére sble to « ' %

get together and qualify themselves for credit indeperident of the '~ <

reform. Individuals who are left ‘out are, unfortundtely, équally ~ =~

80 before -and after the reform--at least in thé’ case of Honduras, ~ ¢7

where preference is given to group rather than ind:.vidual land -

claiments. AN

By trying to be "democratic" with 1ts post-reform funds, -

" ATD inedvertently goes against the grain of & major attempt to < ' 7

democratize the ';strug:tuj_.é' ‘of pi-bducﬁ'ion”iin“th’e dgricultural ‘sector.

The imbalance ‘involved in tohcentrating g‘évernhenﬁ‘ gervices of |
_reférm’benefi'ciay.riescfor"e."‘period of time Lis'*‘iﬁ‘sighiﬁé‘a}ht
compered to the inequalities of the system thet the reform is

trying to break up. AID &hould allow the Ambalance to étcur) not
because it is desirable or equitablé. Rathéf‘;‘ the’ “’pro"c‘e‘s's"bf' L

redistribution behind ‘the imbalance will 'have & mich harder time = '
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succeeding without ‘it. If ATD {s engaged id & program to suppor‘t a
reform, then, it ‘is ot approprinte to push for & critérion of
allocative faifness ‘that 1s alfen’ e&“tm of the reform,

ATD didacticism. AID' 8 des:Lre tol make sure the non-reforn
claimants to credit get eq_ua.l access is part of & dida.etie approach X
that cha.racterizes much of the relationship of foreign assista.nce L
organizations with their borrowers., One should lend to small :
farmers the large farmer ba.nk 15 told _one should support
cooperativesﬂ, tnepgo_vernmentwyithout a_small _fa.rmer program_is ,.-t°l‘_i_3,
one should charge market interest rates the government committed
to subsid.'l.zed interest rates is told _one should lend to au.
peaSa.nts not Just e.grarian reform groups, the agraria.n reform
government is told. B The approach results from the fact that offers

of foreign assistance e.re often eontingent upon the reciplent 8. ..

behaving in a certain way. "We .n.ll ma.k.e resources available to T

you if you lend to small fa.rmers, or raise your interest rates, or L o

support cooperatiVes.

The conditional(offer ofﬁ assistan‘ce evolves mto
didactic:.sm 'because mamf wou.ld—’be borrowers e.ren't :.nterested in
doing these things. They agree to do so as the cosﬂ' of getting
the loan--just as the BNF agreed to engage in a small farmer

program even though it wanted only seed capital, as told in the
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BNF section,above,,iihis type‘offresponse.is7ajlogicalg0ne_fbr,anyﬂw,.H,

perSOn or institution~who is offered attractive financing.s;Thusi
the behavior desired by AID mey endAup’being the focus of loan .- -

negotiation and implementation, rather than & previously met

contttion. ATD bells the borrover that 1t "should" o veriows

things because they ‘f’it in with the behevior ‘ﬁéﬁ%éﬁ‘ of one'w:ho T

hed already satisfied the precondition for obtaining the resources.

There is not necessarily anything wrong with this

approach. Recipient governments live in an environment containing

all kinds of economic incentives to favor large-farmer over small— "

farmer borrowers. There is nothing wrong with AID's introducing

an economic incentive in the other direction, and trying to make .

it work. Some recipient institutions vill end up engaging in the S

desired behaviors on their own, after a considerable period of
AID tutelage. The AID loan, for example, can protect them from
‘oppOSition to the deSired behavior from other persons or .

institutions By the end of AID's support they mey have built

‘up enough experience and institutional strength to withstand that

opposition alone. ~Though the didactic approach to change may

often fail, it. may sometimes ‘succeed. But agrarian reform is not o

the time to he didactic. -
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Agrarian reform as precondition. 'I‘he commitment to agra.r:.an reform

iz a rare case where the government actually meets an AID
preconditlon pgggrg.the loan. And it meets the condition much
more profoundly than is represented by government support of small
farmer groups or credit programs 4 What 1s needed from.AID after
such an unusual sign of commitment 1s support and not suggestions.
It is as if’ ATD is o used to not haxing its preconditions met and
to teaching and caJoling, that it cannot step back in this differentryﬂ
kind of role-—that p;{a creditor whose preconditions have been met

e s e

extravagantly.

The tlme period.ln which agrarlan refbrm.must accompllsh
several things is’ short in comparison to the open—ended tlme span
of loans during more stabie tlmes. This shortness also is
incompatible with the process of AID teaching, and the tlme-consumlng
disagreeing and compromlslng that thzs lnvolves.; It is not the
time, therefore, to tell the Honduran government that its supply
of services is too excluslve, or that 1t 1s not allowing enough
freedom to the peasant to choose whether or not he wants to join o
8 group. It is ‘not’ the time to convey to a government that 1ts o
organization of peasant groups into second—level assoclations .
smacks of state’ control ‘of peasant production. R

A government engrossedln a. refom ca.nnot a.ffordto be

confronted with a donor organization telling it to do things
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dlfferently :.n order to get t‘und.s Wha.t is mporta,nt is not R
4whether the reforxn f:.ts AID' preferences, but the.t th:Ls rare event
is occurring.y Trying to convince the reform:.ng government to do M
th:.ngs d.:.fferently', and holding out. resources to bring tha.t
different a.‘!.loce.t:.on about is a process thet wea.kens the refom, )
even though it is done in the na.me of support. y As one AID |
manager wrote, in response to others who wa.nted to "diVersify" the .

sector loe.n out of a.senta.m.:.entos and conmmne.l prod.u.ction, )

~ “Thé GOH [Government ot Hondura.s] has decided on
the worker-—owned and opera.tecl agriculture C
business approach after intensive consideration '
of the alternatives. We do not believe that
< AsI.D., whose experience in land reform =
. programs 1s hardly definitive, should dictate
" to-“the ‘GOH the "correct" eapproach to the ‘
problem in Honduras... The GOH is in a good
position to understand the realities of the
‘Honduran context where cooperatives aend '
- ‘peasant labor unions are strong and group
farming has been d.one wlth some deg‘ee of
- suceess. ‘ S

AID's decisidn durlng a reform, then, 1s not how it can.
influence the govermnent to do the reform more to 1ts ta.ste.( It is
not how to des:Lgn a loan progra.m tha.t w:LlJ. counterbela.nce the

Jconcentra.tions of the government progra.m and hedge against the r:.sks s

of failure. The decision cluring a reform, 1n short, :Ls a8 s:unple one:

will we or won't we support their reform?

2AID/LA/DR, "Hond.ura.s Agr:.cultu.re Sector Loa.n " Memo to Deputy u.s.
Coordinator, 13 June 197k, p. 1. .
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Diffusing Power;.The Cage of the Cooperative Department : .-

" For' the reasons discussed in the sections above, AID'
agricultural sector 1oan was spread across five institutions.: Two .
of them--the Ministry' of Netural Resources and the National e
Development Bank-—had many large farner strands in’their histories. o
The third institution receiving support under the sector loan ’ -
program was the Cooperative Department (DIFOCOOP) of the government .
Unlike the other two, it hed no history of association with large
farmers; but it had also played no significant role with the small
ones. Like many such departments in other countrles, it hed been a
minor agency with an insignificant budget for many years, in charge<m

of cooperative assistance and regulation.ll It had also been the

§ o e

site for depositing the remains of FECOAGROH which it had supplied '

with a part of its budget. Except for these latter cooperatives,:}"(
the Department was "widely Hewed as ot little consequence in the N
[cooperative] movement except with respect to its key role in the

o

legalization process. 2

I1n 1974, the Department's operating budget was $205,000. -It- ‘had e~

staff of 9 auditors and 11 extension agents serving 310 chartered

cooperatives. The Department:is within the Ministry of Economy: and.?’

Industry. AID/LA/MRSD/SCD, "The Credit Component: A Semi-Analytical
Report to USAID/Honduras to Assist in Preparation of the Capital
Assistance Paper for the 19Tk Agricultural Sector Loan," by John -
Heard, April l97h, p. 22

Ibid , P. 23,
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AID felt that the Cooperabive Departmeht showld be - -
? strengthened 'considera.hly, as & complementary e.spect of its sector

’ loan progra.m 4 'l'he ,Department, :.t wa.s sa.:.d, should pla.y a.n P
mportant role in developing simpler e.nd more effective systems of
small fe.rmer cooperative orga.niza.tion.’ It would be important to ithe ,
restructuring of FECOAGROH-e sma.ll federa.tion of coopera.tives |

originally creet-ed fby AID but unrelated to the a.gra.rian :,,reform

Because of the creetion of so ma.ny new farmer groups through the e

‘egra.ria.n reform process AID felt that :Ln genera.l the depa.rtment
a.dministering the coopera.tive la.w should expand proportiona.tely. - |
The sector loan, therefore, required tha.t the Hondura.n government

increa.se the Department's 'budget by 50% over its previous $200 000 _
ennual level-tha.t is an a.nnue.l increa.sed government contribution

of $100 000 over the four-yea.r period of the sector program. b'

Another $300 000 in AID techn:.ca.l a.ssistance to the Depa.rtment wa.s e

proposed by the Mission m ea.rly 1975 5 .

There seemed to be no compelling reason for assisting the . -

Cooperative Department, excépt that it msde for a more complete, -

3 Do k ‘ L
AID/LA/DR,. "Honduras' Agriculture Sector Program," lh June 19"(h
pp- 156-157.;:,;;;~p e I N .

hl‘bid., p. 156, 162,

SAID/H "Agricultural Cooperatives (Small Farmer Organizations )

Development)," Noncepital Project Paper (PROP), 30 January 1975.- . /'
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more comprehensive sector 1625.'*Théé*fhé*be@éféméﬁt:éaé* ”
insignificant had ‘been of ro hindrahce £6 the development of farmer
groups in the past. These groups had prolifez‘eted ﬁﬁexi"msré in
Honduras durifg the ten years preceding the sector losn thea in

almost all 6tﬁéf‘lﬁtiﬁ"Aﬁefieaﬁ"eountfiés.yfTﬁefﬁeneﬁeweooteretivesV
had grovn to be particularly successful during fhis time, despite
the absence of a significa.nt COQpera.tive Depa.rtment R

The agrarian reform gnvernmert had a.most gn red the SR
Cooperétiva Department completely. It was 1nvest1ng 1ts group-creating
concerns ‘in thevprongEsqofﬁthejNetional Agrarian Institute involvmng
it in many of the tasks thsat tﬁe'bepertieut saw ‘s Tts own, . In early
197& the director of the' Department had expressed to AID his
"tremendous personal frustration at [this] lack of government support
and attention.” He sought to remedy the government's neglect by making
"a strong case" to AID for 1nclud1ng condltions in the sector loan
that would "force a major increase" from the government in its |
budgetary resources‘:6 He was apparently successful at least
according to the budgetary errangements for the Department in the
sector loan, as ‘described’ above. A
It vachiésr,“thenipthetitheMCooﬁeretfteibega;tueutﬂ

was not considered by its

6Ibid., pp. 23-24. Emphasis mine. The same AID evaluation also found
the Department "'out of it' in terms of planning for ag sector
development." P. 2k,
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own government to,beyan‘important‘part;ofvtheﬂagrarian'reform effort.m_
It WaskAIDkandinot_the government thatdfelt the need!to strengthen e
, the'Cooperative Department. - IR |
J“Asumight,be predicted from’this story of a neglected. -
agen¢Y,f#ﬁe sentiment against thefnational;AgrarianzInstitute was'u a
strong in therCooperative Departmentl,;lnayandithe agrarian refornl,
program.were considered}?communist“‘andkﬁpaternalist" by,the’,i;\dcsfw ;
Cooperative Department.}h("Communism and paternalism were
frequent bedfellows in the lexicon of criticism against the Honduran . .-
agrarian reform agency ) IRA did not hes1tate to return the epithet,
calling the Department reactionary and 1mpotent. ;
The reasons for the Cooperative Department's discomfort
| with what the National Agrarian Institute was doing were more
complex than conveyed above.w The Institute'was working~withrpost—,;Q
reform groups called asentamientos wnich had no legal personality,w,

and were simpler in structure than cooperatives. The Department'

bailiwick‘was cooperatives, which were somewhat peripheral to the . ...

agrarian reform government_s‘main focus.”fihere_was;some,.'~ e
;fcontroversy,kmoreoVEr,'between those who favored asentamientQS‘and~¢r~«w
those who favored,cooperatives.é’Studies’haddbeen‘donerofs

successful cooperatives, showing that a large partaof their labor - -

was hired outside the cooperative on a part-time basis; the outside
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T “This ‘meant

laborers were”féﬁnﬁ“tb“éérh‘lé§é7thaﬁ mEmber“ldborersz

that cooperatiVEBfv%fe“treatihg“théif”hiredilaborﬁeﬁgléi%ativeiy;ff“r s

it was s&id;‘theyfw&fe“tékiﬁg:bﬁithé?uﬂdésirableﬁfédfures7df”ﬁﬁé*

business enterprises’ from ﬁhich*fheyVWere‘meant“tOWdiffer:ffWhén i

the peasant'ﬁﬁibn“feﬂeratibh;“ANACH,“tried”to*hélp‘organiie”theﬂ”7;”~ﬂ“~~

outside laborerS”tf“bﬁefbf?tﬁE“ﬁﬁﬁéeaéfﬁl b;nanéﬂéooperaﬁfvés,ﬁtaW “

the Cooperative?Depéftmentiiﬁfdfmed’thém:thﬁt”itﬁvasfhdﬁzlegaIA5!“~:f

" to orgenize lebor hired by cooperstives: ¢ '

‘xBecausé*of’cﬂﬁéefﬁﬁ‘oVéf*this*type‘of‘prdblem;'the“”

agarisn reform law of 1975;airectea’(l)ﬂthét*ééopérafiﬁésfshould o

expand‘theirfmémberéhip*tc*fhé péiﬁt“that“oﬁtéideflébor"was*ﬁdt”fﬁw'n fai

necessary; (2) that*aﬁyfseasonal“bﬁtsideWIaborersvbeggiven”fﬁ“

preferente,in“admitting”héwfmémbérsj aﬁd‘(3)*thatsthechopéraﬁiveﬁ'ﬁf

pay its outside%éeaéoﬂa1”ldbbr?ét*thé“saﬁe'ratefés ité*oﬁn mﬁmbefsfgrr“f

Needless tb*$ay,~thé'tbbpéfétiﬁeé“aﬁdzthe“Coopef&tivevnépaftmentfffw:~~~~

were unhappy’dbout"this’pfoﬁiéiéﬁ"bf”thefiaw.*f#fﬂ“ k
JA*"”The’asentahiéﬂto“”ﬁas“saidfby‘its’proﬁdneﬁtSitovavcid“*

the cooperstive's "exploitative" and "elitist" features: -In contrast -

7Instituto{Intéraméricaho“de“Cieﬁcids AgricolaS‘dé'la:O;E;Air(IICA);:‘f~”
Estudio sobre organizaciones campesinas en Honduras," by Noel A.
Garcfa, Tegucigalpa {April 197L4), 34-82; Enrique Astorga 'Lira, r. =~ [

"Eveluacfon de los asentamientos cooperativas ¢ esinas en
Honduras (Periodo 1973), L1974], reproduced by INA in Tegucigalpae. .

8. - - e s e e LT
Honduras, Ley de Reforma Agraria, Decree No. 170 (Tegucigilpa: 1 January
1975), Article 107, Chapter II. - '
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ito coops esenta.miento ‘membérs were usually requ.u-ed to work & « .- -

minimm number of: da.ys per week in the fields, even 41f -they were-

. elected officials. - ,-The latter were \req_uired to rotate ‘onee every

year, in contrast to coops, and re-election was not allowed. The = - -

asentamiento member's contribution to the group was made prineipally.

" in the form of his ¥~own«1abor~.9~ Thevcodperative* member had to 0 oo

_ contribute in- ca.pita.l. According to the cr:.tiqu.e -this allowed -

 for significant discrepancies in contribtrbions‘a.nd' benefits between - -

members‘.‘ The *‘coopere"tives" in turn,- felt that the a‘senta.nientos

were too contro].led by the ‘National Agraria.n Institu‘l:e, -end that

‘the coopera.tive pr:.nciple of demperacy was thereby being: violated.
There-wds ,r'then',“' a“'strong'dlffer.ence':of opinion between - -

the Nationsal Agrerian Institufé and the Cooperative Department on

peasant<farmer groups. It was almost predictable that the: .- - = -

government would have left 'the'%Departmenteon‘the .sidelines: the: .: -7

Department dealt with groups somevhat’ peripheral to the reform, -
d it and many . cooperetives were unheppy with the form of pea.sa.nt
orga.niZa.tion promoted by the government . Finally to cement the -

: ga.p between the two a.gencies the director of the Coopera‘.tive L

Department hed previously 'been with the Na.tiona.l Agra.rie.n Institute,r e

and had left that asency before the reform with dissatisfa.ct:.on. PR

9Ibid.; Article 118, Cispter II..
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 As a case study if inter-agency rivalry = thereis nothing AR
particularly unusual a’bout this story ) What calls attention to it here
is that AID chose this particular moment to strengthen the
Cooperative Depa.rtment. This gave the neglected Agency some hope —
of being able to stand up to the Agrarian Institute. -AID':S support . .
and funds represented pover for the Department. ‘l'he concomitant
working relation with AID opened up 8 potent:.a.lw sympathetic ear . .
\for the Departmen+'s criticism cf the Tnstitu‘.._. The ,Depar"ment s .

power, of cou.rse, is still smaJ_‘L compared to that of the Inst:.tute.h

But AID's support amounts to the reinforcement of an agency that e

was discontented vith the agrarian refom, as ca.rried out by IMA,

from the sta.rt a i R
A AID' s involvement of the Cooperative Department in 1ts
sector program—-in addition to the other agencies--grev out of a,
desire to support the Honduran agrarien reform comprehensively. e e
But it also resulted 1n a diffusion of power across the public |

L

sector at a t:une when power needed to be more concentrated 1n one ...

or two rei‘orm—sympathetic institutions Spreading the mnds across 2t et

different 1nstitutions was done also out of the concern for spreeding . . .

risk. This wav of spreading risks and covering bases however can
be self defeating ‘ Where d.:.fficult attempts are 'being made to
redistribute wealth or public sector benefits, this kind of approach
can dilute institutional power to the point of increas:.ng the risk

thet the progrem will fail.
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Limiting Risks: The Chosen ‘F‘orty Asentamientos -

The fee.tures of a risk-sPrea.ding stra.tegy a.re sometimes

completely outside the constraints Wwithin which en a.gra.ria.n reform o

, government ‘must work. AID's decision to choose ho reform groups
(asenta.mientos) for credit’ out of the 600 in existence is a good

,_exemple. This decision was a result of Wa.shington s hesita.ncy to

give a.ll-out support to e.n agra.rien reform government thet ha.d not |

gl F

| yet proven 1tself. %e rei..,rm go"ernment was a. milite.ry one tha.t

had taken pover in’ a coup severel months prenous to the loen :

' discussions. “I’he reform was operating out of‘ a temporary decree

and no one’ was Sure it would be followed by the ree.'L th:.ng when it

would expire in December l9Th No one knew how long the government

would last’ a.nd whether the reform would stick. The fina.ncia.l |

requ:.rements of a.ssisting the 600 a.senta.m:.entos«-a.nd those yetto b

be formed--would 'be considera.‘ble. R o .
With e.ll these cons:.dera.tions in nu.nd AID declded |

that only éa select number of the e.sentamientos vould be el:.gible |

for its credit—-instead of ms.king credit availa.'ble to a.u reform -

GI‘OIIPS OI‘ to Only reform grou.Ps. COOPera.tlves wou]_d e_lso have R
access to’ the credit a.nd unlike ‘the asenta.mentos would not

have to be Pre-selected. " As the sector loe.n paper sa_j'_d_
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In the ‘case df asetitamientds, one ‘tan ‘expect = o ol Ul
considerable risk to be involved due to the leck

of ‘lending experiencée with ‘such organizations.:

Thus, AID loan support for lending to

asentamientos ‘should ‘hevé as one primary
objective the development of lending criteria..

“This strongly suggests that initial AID loan - !

support should be limited to & relatively

modest program-in ‘a limited number of reompact @70 i o
areas, in order to obtain data for eva.luating

the preferable altermatives:v. < ~ . SRR A S R

- In the .case of the cooperative wind.ow, s T e
. sufficient experience exists to permit AID loa.n
.. support for e generalized program.l . ... - .

,_,“g e >

These mdifications of the Sector loa.n proposal left AID “

much less out on the limb If the reform were to fail AID would ‘ |

R g E m A

not have a.ll its money :.nvested in the a.sentamentos. The '

o e ;
"1 § 57

coopera.tives ha.d ensted before the reform a.nd would cont:.nue to

exist af‘ter. AID would have :.nvested moreover in onJ.y ho of the c

600 asenta.mientos-—the strongest ho of the bunch. Among the y
criterla. spec:.ﬁed by the loan pa.per for ellg:.bllity for AID
a.senta.m:.ento credlt were (l) location within flve kllometers of en

a.].l-wea.ther road w:.th dry-weather tra:.ls pemittmg vehlcula.r

access; (2) a credit record 9“?1‘3 1973, if Qrganized uprior ,,toh,]

April 1, 1973; (3) secure stebus of tile land assured; (1)a’

minimm of ‘3 hectares of total aree} (5) 75% of the group’s ares . .

hed "to be free of general flood danger, be clea.red of timber,. and

lAID/LA/DR, "Honduras - Agriculture Sector Program," 1L June 197k,
p. 102.
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‘:genera.lly be susceptible to cult:nration without ma,jor la.nd

' mprovement actinties 3 a.nd (6) a.t lesst SO% of the la.nd s.rea. ha.d
to be of good soils.2 In Hondura.s, eny asenta.miento meeting a.ll
these criteris before commencement of AID credit was likely to be

in excellent shs.pe. There was s good possibility tha.t i'l, would

A
.‘.,f

be sble to survive a.n;v ending to the reform. hon

The hO-s.sents.miento approech vas a.lso risk—avert:.ng 1n that -
it wss designed as a pilot progre:m, on which de.te. would be collected all
along the we.y, including baseline data ‘before loan disbursement.

Coutrol groups were to be selected so that the progress of the o
groups receiv:.ng AID cred.it could be compe.red to those not
receiving credit. ‘I'he program we.s “designed to promote the process ‘_

of learning hov to develop and mana.ge e large—scale Agra.ria.n

Reform Progra.m."3 If th:.ngs worked well the Agency would be ba.ck 4
with more fina:nc:.ng on a larger sca.le. A.mong other things, this
e.pproa.ch wa.s expected to genera.te va.lua.ble a.nd unusua.l longitud.ina.l .

data on the proJect and the agrarlan reform In a. sense it wes ;

2Ibid Annex’ I Exhibit B l2-l2s.. The s.cceptable o

soil t ty'pes were (l) AB - vell-drained developed over alluvial -
materials; (2) VP - deep soils developed over volcanic msteris.ls
(3) As and AA - soils developed over alluvial. materia.ls flat to -
rollirg. o

3mbid., pp. 25, 46-50. Bmphasis mihe.



53

the project eva.]’.uatyor'ks-,,dream-<-the»opportunity 4o’ meéasure-an agrarian .
reform in progress and guarantee &-supply of hard data*»~'on“thé ‘impact’ i
of an AID PrOErem.. ... . . ‘
o Emsikexperimenta.liaspect ro‘f the sector locan :fr’as“*’fitting“ly T
called the (,f'k"Pi.fL’oi&: ;1%£rqg:‘am.f," . The -neme was later changed to "Model -
Agentamiento Program,” representing the chosen forty. ~The change
of the progranm's name ,.;z'-'pm "pilot" to ;‘?model" was'a result of /T
disse.tisfe..ct;qn by the ﬁondurans’ Some An ";the‘gov'emﬁent Felt - - 7

© that it would be politically difficult if all they could tome Up =~

with from AID for the agrarian reform was an experiment limited to - Co

7% of the asentemientos, at best. The government, after all, had = = **

plenned to carry out the agrarian reform in a sweeping way.: It
was "perticularly concerned with ‘having assured financirg for the:

requirements of the ‘f‘a.'sentamientos\,!' as '1-,he~A.ID f‘Missionrreporte’d;-:’4 I

"end appears committed to.give this.program the highest priority i

vithin the a.lloca'c‘i‘qn,‘o‘f",,Na.tiona.l.Funds.»"hp R SR

This was not a time :to run ‘experiments, in other words,’

or to reward a ChOSeI} and successful few.. In the ":'gOVernment's“"*‘ Ieismord

R S

eyes, it was a time to provide support ,.,.ffor,a"deciSion""tha‘c ‘had

been taken, not to ’cry and find out- if the decision was worthwhile. '~ '

How could the government give kho,l‘ha.nd-'picyked asentamientos spetial = v

ATD/LA/DR, "Honduras: Agriculture Sector Program," 21 February 197k,
P. 5. . :
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treatment, it was asked, when the political commitment of the’f”fp"ﬁh“
egrarien reform was to all groups? The éhange’ of the program' g T
na.m& from "i:ilot" to "model" wé.s the only concession‘td’"i:ﬁééew
concerns in the finsl version of the project Though the government
agreed to the ho—éseﬁtaiﬁientd“ plan, there was résentment about it.
It vas a partial’ reason for-a period of strained’ rela.t:.ons 'between »
AID end INA ‘after the chenge of govérnment in early 1975 The |

story 1llustra.tes the’ pOVer of ‘donor organizations with scarce

public capital to get countr:.es to do what ‘they would prefer not to

Likewise, it illustrates the problems that ‘such financial "motivation”
cen cause. - |
The story of the neme chaage of the "Pllot Program"
reflects the problematié aspéct of ta.k:.nga rlsk-avoid:mg end -
experimental ‘approach ‘8t ‘this kind of histérical moment.
Experimenting is ‘a way of Spreading one's assista.nce through :bme,
doing a project in more mincing steps tha.n one would normally
take. It is-analogous to the institutlona.l risk—sprea.dlng
described sbove, which spreads one's assistance across institutions
instead of time. But the time span implicit in an experimental .
program- invnlving 7% of the ssentemientos is much longer tha.n the
kind of time one is’ working with in an a.gra.ria.n reform The \

experiment may go well. But by the time one k’fmds out, analyzes .



the data, and puts together a follow-up pro;egt,rthe:reform‘may;g

have come undone. The pilot project may have been a success for

a few groﬁié. But it can turn out to be not répliéable because

time runs out rather %han money.
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Showing Sup port for a Reform -~ -

AID has a chance dnring an. agrarian reform to markedly
decrease the probability of failure by providing en unstinting
‘commitment. The political impact of such a commitment, even if it
)involves no greater amount of funds, can be one of the most

significant aspects’of'the ATD support. It increases the power of

56

~ the reform government and the reform-committed institntion against o

those public sector institntions and other groups who areileeS'
sympathetic. A reform is of such & nature, in sum, that it is not
possible‘to both support it’end spread tne risks of such support
- through space and time. Risk—spreading support is in itself an
act of non-support, even if’ine&vertently so. For AID to
experiment mineingly et & time like this is to‘give up an
opportunity to swing considerable power;through e marginal
investment of resources, toward bringing gbout a successful
_agrarian reform

All this is not to say that AID should have committed
more funds to the sector losn or to the asentamientos. It is not
the ebsolute amount of funds thet is relevant here, but the
investing of & given enount of funds at a certain point in time
and in a certain'institution-—instead‘of'in various times and

various institutions. AID could have approved, for example, a
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limited but ra.pid us$h million pro,ject for asentamiento credit--
" the same as the model—a.senta.m.ento fund.mg of the sector loa.n. |
The credit*couldihave' been made efvauablé only to "asen'*‘caﬁieziﬁés,
and not to other-kinds of borrowers peripheral 4o the ‘reform.’

It could. have been made” a.v‘aila‘ble £6 @11 aseéntamientos, instead
of Just certain -ones with certain kinds of histories. ~"In this®
way, the loan could have amounted to'a greater and mbre -
‘significant kind of AID suppért for the reform than the much
larger $12 million loan; desighed as it was. That an agrdrian -

reform neéds ‘resources  for 1ts beneficiaries fast, ‘then, ‘does not

mesn that the resources neeéd to be committed profligetely. AID ~

can support such a ‘reform and ‘still be ‘eEutisiis, Just by committing

& reasonsble amount of resources at ‘the right tire and in the right

pla.ce .
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Agrerian Reform st‘é.'b(evieiyopg ent Project
 Agrarian reform is a different anima.l thﬁn*oth’et kinds of
prd;jects that AID supports. -When a reform is té;king‘-pla.ce', and AID & -
 wants to lend for it, the reform process should be looked &t as the'

thing being lent to. During & reform, & program to supply an’input

or the servicing of a particular ,client will take pié.ce‘fonly if the .

réform is prope‘rly,éa.réd rfor.y - The 'a.gra.ria'.u reform program, - -

moreover, represents much higher stakes for AID than a program 6f° o0

small farmer ‘cooperatives or :’I‘édit. I ‘the reform works, it will = -
have a much broader impact cn small fa.rmers ~than-a Succ-esSﬁJl~ v
codperativ'g Qr,,g‘redit ‘-p‘rogram.f’ ATD has rarely been’ sble to
achieve ‘5,isﬁiﬁca‘.nt impacts with these ?la.fte’z" progra.mé, «aeve‘n‘ vhen
they were successful--as the cé.ses in this and other evaluations
show. The stakes are higher fdr ATID in an a.gra.rié.n reform, then,
because of the uniqﬁe and brief oppo’rtunify to have a significant
iﬁpact on the irell being of the small farmer. k

411 this meé.ns' that 'agrarien ‘reform requires a differentk
timing of responses by AID than, say, the kind of institution-
building program involved in the BNF small farmer credit program.
With a BNF-type program, the institution. has cozisi.derabl'e time to
grow with AID supﬁort and sssistance. It ca’.ﬁ even afford the

luxury of having serious problems in its first yéa.rs, because AID
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is committed to help overcome ‘these problems over a long period of ..

time. By definition, mstitution-building ta.kes time._“ Ca.ut:.ous (.
~ behavior by AID on these occasions is eompati’ble w‘ith;i'.he i:eek_‘et ‘. |
hand. It does ,_-.“9,17(195“1,5‘3'_““? setbacks.. . . .. ..

hn sgrarian reforn project, in contrast, has fo schieve.
hignly in its first yesrs, if it is o survive et all. Ulke s

small farmer credit program, which has.no uphill political battle .

to fight, it camnot build up its strength in en inecremental fashion.

It is more like a dam construction project, which hes to be finished
before the rains come : if not, the rains yill,ma.ke it iznpossible to )
work until the next season and vill undermme the construction
already in place. An agra.ria.n reform, Smila.rly, is 'mlnera.‘ble to
the opposition that will mount inejrit‘ably if it does not get things
in place quick.ly enough | e et

The design of AID's involvement with en agrarian reform, L

then, has to be rad.ica.llyrfd.ifferent_ from that of cher,pro,jects in

more tranquil times. Because a guick and concentrated AID response o B

is important, and because the income :r"_ed.istribution‘ following a .

successful reform is one of AID's highest pridrities &t the present

time, the Agency should work out a response strategr, for eny. ifuture P

agrarian reforms that might occur. Such a design should take ;into
account the unique quality of the reform as an assistance project,

and its high stakes for AID.
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Legislation as precondition or goal? A government comnitted tc an
agrarian reformisopera.tlng,by definition, in an uncertain |
political setting. It is the certein and stable politicel settings,
in e sense, that have been associlated with the intractebility of the
rural poverty problem. Instead of seeing & reforn process as
fraught with riskiness and requiring cevtion, AID should perhaps
reverse 1ts implicit conception ‘of the causa.lity of th.is situation. V
ATD has the power of making such g government mre certa.in a.nd more "
stable, “that is ‘By' eonmittih'g itself to ‘the reform. Weit"in;g‘-end’.- o
seeing, in coﬁffeét ca.n in itself lead to enhanced sha.k.iness. Though
caution can keep the Agency away from ris]s;y :.nvestments, 1t can a.lso
keep it a.wa.y from potentially successful a.gra.ria.n reforms

In 1973 and 19Th AID was hesita.nt to c0mm.1.t so much to
a reform that existed on the basis of a temporary decree a.nd. a
military government of wncertain duration. An immedidte AID Lloan,
however, could have been seen as inéreasing the probability that
perma.nent reform leglsle.tion would ma.terialize g Instea.d ‘the .
absence of a. perma.nent la.w was po:.nted. to by AID officers es & sign
of ‘less than’ full commitment’-—-'cf an Uncertein"futufe'.‘ The ‘situation
rega.rdirfé the ’\ 1mplement1ng legisla.tion for the reform la.w ve.s
similer. AID ha.d. setup *t'.‘l:'let sector loe.n sothatt‘ne loa.nmom.es

for asentamientos could not start d.lsbursing until issuance of the =
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through»the;BNF;JJwﬁID;might~ﬁavefbeenwablé;fﬁowéder;ffs5Bf1ﬁg*abcutn*
an event as difficult«§s~thefissuanceﬁof?fheﬁimpleméﬁﬁiﬁg leégislation™
—instead of considering this achievement ‘s ‘a predoddition of
lending and as:a:signcﬁffébmmitEEntfthtWeduId”hﬁV@fdééiéﬁéd#éﬁﬁ‘*v4«‘
proaéct»agreement~that*did“notﬂmakevloanwdisburséﬁentféoﬂ%iﬂéeﬁf“f"ﬁ“ﬁf'
upon & difficult political achievement. ‘AID itself coild have =
increased the probability of that mplementing legislation ‘coming =
to light soomer, by atranging to release its credit prior to the ~ °
legislation. - - 17 P A I TR A LR LS £ e
‘With ‘:respect*‘ to  the implementing législation Ffor -
asentamientos, AIth;swpainted“oﬁt that i1t could'not lend to groups
without legal title or stature. But the Central Government had “* 7 -
been lending to these’groups through the BNF for two years under -~ "
such conditions;-in-lieu of Legal ‘title t&: the’ lahd ﬁﬁ&’iegai“““{‘k'“
.personality of the ‘group, ~the Agfariaﬁ“Iﬁsti%ﬂté ha&”éﬁafaﬁfééd‘"""z'
the loens. Indeed,-even AID 018 funds had Béen lént €6 stich ~~
groups during 1973. (I do ‘not know how prevalént such cases -
were. I -found:two‘in é-n'i‘y';“”.sa'iﬂplé of 018 ‘Toans:)? - 'Tn ‘Ecuador S
- moreover, AID was heavily involved in a program of investﬁéh{ﬁé;é&ifsjr
to peasant;grouﬁssuhbjfiiké“fhe’ﬁbﬁﬁufaﬁ’éééﬁﬁgmfeﬁ%défféiéﬁﬁbt yet
have legalvtitle?;g'V B R T I T L o B s
ATD felt that the“aelays“ih’isgﬁéﬁééfaf”fhéfiﬁ%iéﬁéﬁtfﬁé“““w
legislation, and of the perhénent agrarian reforn 1w in 1679, were

signs of an inability F the goverhtent to get itself together.

1 k I LI E S CLA NI LR
See footnote b to Table Tb, p. 145 of BNF section.

1 .
85ee PPEA chapter of Ecuador volume.



63

"I'hese signs, khc}_kr_evez\', can be ‘;infcerpreli;e_d in g’:"diff\e’rent vey. The.
process of achiéving consensus within the ‘;ngvez"nment on "«ie'gislation P
‘is a highly political and eitr_eme::l,y_;difficult one—even fora ...
military government, The ,temporg.ry nature of Decree 8, ‘the .. .
undefined legal sta.tus of the freﬁfo;jg_group‘s, a.nd. the lerge emount
' of government credit immediately committed to yh'em-'-ca.'nmfbé seen as ...
;the genius of_the ,’re.forx'n _a.nd n§t its ;yina‘dequacy._,_':__?hg ﬁha.l_fewgy'_,j
quality of +these measures g.lloge’d(.,t}:‘@e(rehfom_‘ te ' get gc_ing'_:withcut PO
first requiring laws end imi:lénienting legislation, the’ enéctment
of which would have been mich more difficult to pull off.?

s steprise epproach alloved the peassats to get a

‘ fOO‘G in the door. As & result they becene politically stronSer. B

,'I'hey pla.yed an imporbant role in pressuring to keep the pace of
expropr:.a.tion go:.ng, a.nd to get the reform law a.nd 1ts implement:l.ng -

legislation issued. Having the peasants :.dent:.fy lands they wanted

in "forced rental," moreovez?," vas a way of shifting the burden’ of *

: 1dent11‘ying expropriable la.nds from the government to the beneficia.ry
—at a time when it was necessm-y to settle people rast a.nd the :

' 1nstitutional ca.paclt‘y' cf ‘bhe government was not up to the ta.sk.

The refom mght never ha.ve gotten off the ground, in short, :.f it

- ‘had tried to do first things first in terms of legislation.

, (faAql'bert Hirschman describes a similar sequence for the achievement
of sgrarian reform legislation with respect to the Colombian case.
Journeys ‘goward Progress (New York: The Twentieth Century Fund, 1963),
PP. 93-15
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That AID had made the implementing legislation a

precondition of Tending to asentamientos contributed in part to a

situation in vhidn'the Wissioh vhs vorking Wt the Nabional
Development, Berk, the Ministry.of Natural Resources and the ~
Cooperative Depdrtment 267 a-eohsiderable tine during which it
was not vorking with the AsrarianIstltut?’Th letter was the
institution most’ ‘adéociated with the reform. This put ATD et P
distance from thé institutional heart of the reform during the £y

early 1mplementation period of the sector loan.

M . # .
cedee T P I SR

st Jon

Conclusion. AID's ,zy-elgfc'i‘ogﬂf with the Honduran ;Lreform -government ,

end the design of its sector loan progrem, vere influenced by
apprehensigq oYe:'EhgrriskZQf infesting,larggjgmountsjon%an,@ N
unproven refonm government and its benefic1ary groups. .. The risk

was indeedwpherg.‘ But I disagree with the 1mplic1t assumption

o PR . 3 A e T L o F e “
A ot S 4

3Thefsectorwloanayasﬁauthorized'incdﬁne'197h:afThe,@érmanent:f‘m
agrarian reform legislation was issued in January 1975. By August
1975, the implementing legislatibn had hot:been issued, and tone '
of the sector loan funds for credit had started disbursing--for
various reasons,-4in eddition-to the one cited in the text. " The "'/

Mission was working with the three other agencies becauSe of technlcal
assistance monies 4n the 'sector and previous programs. P
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that AID's other smsll’ fatmet projécts ere less risky. Two years
of involvemsnt in agrarian reform certainly gave thé Hondurem =
government s track’ tecord sufficient enough fo ‘warrant s 'less
cautious AID commitment. I8 Latin A.:herica, £wo years ‘of survival
for such a programis‘a’good piece 6f time. = T
Lookiﬂg“ﬁt”tﬁé?AiD'aeéié{oﬁ§ t6”fiﬁ£héé'd%ﬁéffﬁrdéféhsV”'”“‘
in its Honduranvﬁistéfy;“6néﬂfiﬁd§<it“difficﬁiﬁ“fa“ﬁnaefs%éﬁé*QHF”-*J -
the\agrarianTréfbfm?in”ﬁﬁrﬁiéﬁiéf'evﬁﬁ@d“éﬁﬁhﬁéahfibh:”‘ﬁiﬁ*&ééidé&‘”““
to provide the National Déveloprent Bank with $7.9 mi1ldion in 1969,
Bank had never made & ﬁfﬁf&t;=hﬁd“éﬁasz?aélihqﬁéﬁéy”faie,*ﬁAE T e
againstwindependentfaudits;‘had'a*pravéﬁ‘vraéltbﬁﬁrafiafgé*Bb%fb&éré,f?“
and was on the record as uninterested ia’ sma.ll farmer- groupsh That'
was certainly less of a track record for a small fa.ﬁzier credit
program, let alone for a bank, than that e’st‘ablished by the post-~-
1972 government for agrarian refor‘m.‘ Similerly, FECOAGROH was
chosen by AID as the conduit for more then $1 million of credit
for small farmer groups and construction of graiﬁ storage facilities

5

before it was even created, let alone had & record.” The BNF and

FECQAGROH decisions, in short, were fraught with considerable risk.

L
See BNF chapter above.

’See FECOAGROH chapter above.
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~.. 1 em not saying that AID's de’ci'sionks to finance the’ BN'F
and FECOAGROH were fkunusual. ‘These kinds of histories are the rule
rather than the exception for many foreign essistance projects: I =
am 2lso not saying ,tb.a.t the Honduran' agré.fian reform government
"merited full confidence, or exuded certa.i.nty and stab:.lity. I a.m 8
saying, ra.ther, .that it ‘merited no less confidence -then most other‘
progra:ms AID has financed in the eagricultural sector. - o -apply
éaution to this particular sit'ua.tion’,wa.s to ‘invoke ?ade‘éision SR
standard that is elmost never used :iny»the Agency's ‘oytkh‘ezk‘ small
farmer progra.ms. . There is now éziough ,evalua.t‘ivé evidence on small-
farmer programs to show 'thé.t‘ they"gen'era.lly ~cari-y‘ substantial risk
and uncertainty.  Whether it 'VS’Sm'a‘llf.hfarmérﬂcredit oren ‘egrarian

refom,Q;AID,is going out on a 1i.mb. e
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Table 1

Honduras: Comparison of Budgets for National Agrarian Institute (INA) -
and Ministry of Natural Resources (MRN), 1966-19TL
(dollar thousands)

Annusl budget
MRN® Intern b Total
Annusl Annual Annual | Ratio of total
2 z % INA to MRN
Value change | Value change | Value change | budget

1968 | 4,158 = na - | 1,381 - 0.33
1969 | 5,670  36.k na - | 1,873 -35.6 0.33
1970 [ 5,358 5.5 | na - {1,979 5.7 | 0.37
1971 | 5,282 1.b |} 2,216 . - | L,691 137.0 0.89
1972 | b,514 145 | 2,694  21.6 | 4,072 -13.1 0.90
1973°%| 6,448 42.8 | L,975  8L.T | 7,129  T5.1 1.11
19Tk | 9,526 L47.6 3,666 -26.3 | 6,715 ~-5.8 0.71

s

®Net of transfers to other government agencies.

bThe difference between internal resources and total resources is
listed in the data source as "external." This includes foreign
assistance (the IDB was channeling funds through INA) and resources
transferred from other Honduran government sources.

cMilitary coup occurred on November 14, 1972; agrarian reform Decree
No. 8 was issued December 26, 1972. First year of the agrarian
reform is 1973. ' ‘ ,

Source: Based on data from AID/LA/DR, "Honduras: Agriculture
’ Sector Program" (21 February 197h4), Annex A, p. 5.






