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The above discussion of the National Development Bank
(BNF) focused on what hs.ppens to e sma].l fa.rmer program in a la.rge

3

borrower bank In this section, the discussion moves to the

interactions between pu:blic sector institutions in agriculture,
' like the BN'F-and the involvement of these a.gencies in both the o
AID sector loan a.nd the agraria.n reform. \ -

Agra.rian reform looks 1ike a decision, an act " an‘. event .
that is defined in time by the moment the reform decree is issued.
But it is really a process that goes on for several years snd not'

e

a discrete happening. The issuance of the reform decree is only a_ ‘
milestone. After this theureform can 'be sloved dmm, heightened,
stopped altogether or reversed. This wi].l depend on the changing
relative power ofdpro-ﬁ a.nd s.nti—reform forces within the government
as well as without. - o |

The population of the government agencies of e country
is a microcosm of the population at la.rge, it contains the same
opposing sides on va.rious political issues. It is only natural ‘ o
that some of the government institutions dealing vith agriculture, ‘,
or some individusls vithin them, will not pa.rticularly like an ;'» N

agrarien reform. ‘I'hese individuals or institutions will not o



,necessa.rily couch their dislike in terms of offic:.a.l opposition.
But m.vria.d opportunities will a.rise in the course of implementing
| ftheir progra.ms to not help the reform. ,'l'hey can dra.g their feet

on the execution of orders, s.s in the sbove story of BNF slowness

to help measure ls.nd.s for forced renta.l under Decree 8 Or they can’

enforce the letter of the regu.la.tions 'by which they opers.te, to ’the ,_'__»:

 point of going s.ga.inst the spirit of the refom, as in the story of

.

the s.tts.ched tra.ctor s.bove.

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

by those who oppose it and by those who fsvor lt.’ It 1s a.lways

perceived &8s being up for grs.'bs. Those who do not like the reform

rrrrr

are ever-vigiiant of the possi’bility of undoing it with the right o

combina.tion of groups snd pressures. The s.gra.risn reform decree, ‘

then, does not ma.rk the clims.ctic ending of a long period of ’
turbulence s.nd the 'beginning of a. ca.'Lmer period of mplementation 2

’tasks. It ma.rks the 'beginning of a different kind of struggle-—- o
in some ws.ys, a more intense one. Opposition groups 'which

‘ previously might ha.ve felt that "the inevztable" could never o
happen, nov hs.ve sonething concrete to fight against. To them',

the d.ecree means not tha.t the ‘bsttle hs.s been lost 'but tha.t At

ha.s ___gg | Thusthew government committed to an s.gra.rian reform _
has" two difficult snd dema.nding ta.sks" (l) ca.rrying out the reform

“and servicing the post-reform groups, a.nd (2) fending off the forces

of opposition.



Polarization in the Public Sector ' '

The implementing of agrarian reform legislation places 3 ,ij
new demands on government agencies requires that they do things o
differently, and Jostles the balance of power between them./ They
get put to work for the reform.v Before the reform, indifference orkva
even dislike fbr the idea msy have been irrelevant to the work of .
these offices or individuals within them. But the demand that they
work for the reform after its passage into law brings them much o
closer to it In this kind of situation, indifference or armchair
dislike can he transiormed into anti-reform.behavior.’ The 51tuation is
analogous for someone who 1s sympathetic to the idea of reform and
works in an implementing agency For this person carrying out one s Job
suddenly turns into putting oneself on the 1ine for the reform.’_
Some agronomists in the Mlnistry of Natural Resources who worked
closely with the new post—reform groups, received ultimatums from
large farmers: either they "stop working for the reform" or there
would be reprisals against them and their families. To carry out
one's Job during the implementing stage of a reform, then, can
become & difficult and ethical choice.

After passage of en agrarian reform law, the turbulence
spreads from the countryside, in a sense, into the institutions of -

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



'agrarian reform agencies, the "ministrie's of agriculture.. In-the =\
government office where you work, you are either for the reform or
a.ga.inst it. Likewise vith your superiors. Or, you a.re in favor of
the reform, but very much aga.inst the way it is being done-e. r R
'common stance in the Hondura.n public sector. In the hands of ; o
government a.gency, this kind of disagreement can frequently ha.ve o
- the same effect on the course of the reform as opposition to it."::;
- The implementation demands of' e reform, then, force a.’j
pola.riza.tion of a.ttitudes a.nd feelings within the public sector .
itself. Those who do not like the reform will often refer freely

to their pro-reform government collea.gues e.s communists a.nd. power- .

mongers. Those who support it will characterize their opposites as

'reactiona.ries a.nd sellouts. During these highly politicized times
in the public sector, the normsl approech to development pro;]ects

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



Shaking Up ‘£hé Balsnce of Power -

& w‘. ri: I

An a.grarian reform usually br:Lngs wi.th it & change . in.the

rela.tive power of government agenc:.es. ,This heightens the _ .

pola.rization discussed above.‘ Compared to the other govermment .-

agencies in a.gricultm'e, for example, the Nationa.‘l. Agra.rian Institute .

of Honduras (INA) ves relstively weak in the 1960s._1 ‘The agrarien

reform decree or December 1972 however, brought IKA to the forefront.

Ia 1973, the first yeer of the reform, the Institute s internnl

budget resources increased by 85% (Ta.ble 1). INA wes given

substantial power by Decree 8 moreover, to take la.nd in "forced P

rental" for pea.sant groups a.nd, la.ter, to expropriate. . It was to -
decide who would get la.nd e..nd who would. be eligible for the e
us$2 mllion of credit thet the government was cha.n.neling through

the BNF to the reform groups., This sudden sta.rdom for the .a.gra.rian f

reform agency ma.y expla.in why such :Lnstitut:.ons are . sometimes over=-.... ..

zeelous, arroga.nt a.nd defensive—-or, at the lea.st .are commonly
criticized for being so.‘ Even the sponsoring government sometimes
comes to dislike the signs of strength displayed by its ne'wly
‘empowered a.gency, and clips :Lts wings. This ‘wes one of the reasoms. -
for the forced resigna.tion of INA’S director in late 1975

The new power of INA meant a relat‘ive de’cline“ ;,in the .

linere was a short period during 1969 and 1970 when & variety of
circumstances, including a vigorous director, gave the agency more
pover than usual.

g
o



power of the Nationmal Development Bank and the~Ministry'of Natﬁralf,”:
Resources. Whereas the Ministry's 'bud.get was three times that of
INA'S in the 1960s, ] A surpassed the Ministry in 1973 (Ta.ble 1). 2
This relative decline 1n power d.id. not mean that there vs.s e decline |
" in the resources’ availa‘ble to these two :.nstitutions. The reform
had brought increases in the domestic and forelgn resources to be ;»”h
channeled through these institutions to agriculture As Table l |
shows “the budget ‘of the Ministry of Naturs.l Resources had 'been
declining slightly from 1969 through 1972. In 1973, however, it
Jumped by 437 and, in 197h by another hB% But these institutions %
now had to share ‘more of their power'over what happened in the | .
agricultural sector with the newly strengthened INA ‘Ehis situs.tion
alone was sufficient for them to experience discomfort over the’tiﬂ l‘ﬂ
a.grarian reform——regardless of their pos:.tion on reform itself. |
The discomfort was often expressed as dislike for INA and its
'technicians, rather than as a disapproval of agra.rian reform
Foot-dragging on &n INA program, however, could be tantamount’tovi |

" foot-dragging on the reform.

The process of implementing a.n a.grs.rian reform, then, o

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

2In 1974, the Ministry regained its lead with a budget 41% greater
than INA, whose total budget actually underwent a small decline
I do not know the reasons for this change



against the powerful opposition of groups with'land t¢ lose and, |

Just s relevant to AID programming a.gainst the obstreperousness

that will a.rise :Ln the public sector itself. A period of such

pola:iza.tion in the public sector may not be the ‘best time to
s

execute a progra.m that like the AID sector loa.n, depends for its‘

success on considera.‘ble inter-agency' coordination.w '




Government Protection Against Its Agencies . ... ..

" How does an agra.rian reform government protect Sts nefom
from the opposition tha.t ca.n well up out of 1ts own agenc:.es? One “
way to do this is to empower 2 single inst:.tut:.on as the reform— R
‘ ~comm:.tted one. Its pe::sonnel ca.n be repla.ced or increased a.nd. |
close a.ttention peid to it in e wa.y that vill gua.ra.ntee its »
Ucomtment to the refom Th:.s may be the only way of getting a
‘;committed institution into the act on short notice. The other way
for a government to insure this kind of commitment a.nd cooperation
from its public sector is to replace the person.nel of all involved
government e.gencies, on engage in a mnssiVe SOcia;lizat:.on program
to changetheir comitments. INA is a.ttempting’ some "censcientize.tion"
of its own and other government pers7onnel through its PROCCARA‘progra.m.l
But this approach takes considerabie time and resources. Wholesale
replacement of personnel end a massive secia.lization program wouid
amount to revolution. |

The non—revolutiona.ry reform gOvernment then, is often

stuck with the second-best solution to its commitment problem—-tha.t z.s,
putting all its eggs into a single 1nst1tutz.ona.l basket. This may

expla.in why agrarian reforms often confer sudden power on agrarian

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



reform a.gencies tha.t were previously weak a.nd small The pa.st
inactivity a.nd. sma.llness of these 1atter institutions ma.ke for 2
relatively easy and rapid re-doing, th.rough an overwhelming in,jection
of staff and resources. With the game amou.nt of increa.sed resources,‘
it will be mu.ch more d.ifficult to transform an active and poweri‘ul
development bank or a.gricul’cure ministry-ay - '

In order to survive, in sum, a refom-implementing =
’government may have to neutralize the anti-reform feelings ’cha’c pervade
many governmen’c departments--a.nd perhaps empower & single institution
that can act fa.st a.nd be rel:.ed upon. Again, this may' not be the
moment for a multi-organizational approach to foreign ass’ista.nce:
one does not want ’co. give too much of the public sector action to
wavering supporters of the reform. One does not want ﬁo demand
‘the kind of coordination that mekes supporters or beneficiaries
of fhe 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 such 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 landovners
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.
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_&n 1nstitut10na.lly complex progra.m In a sense, one ha.s to regress ‘
" to a smpler orgs.nizational approa.ch - h o I

The coordins.tion dema.nds e.nd technical complexity of the
AID sector loa.n resulted to a cons:.de_ra.ble extent from AID's desire x
‘to s support the reform as broa.dly as poasi'ble. It 1s ironic tha.t the’
more supportive the AID responsefmore mnney,’ more programs, more
a.gencies--the less suited it is for the agra.ria.n reform environment. |
Not only will the AID progra.m itself ha.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 comprehensive a.pproach



AID's Sector Loan: Many Agencies and Diverse Beneficiaries

For va_rious ;euons ‘mreleted to the considerations-.

~ ebove, AID":s‘ {_a‘.ypi:roech V.to‘:‘theo ‘Hondﬁre.‘n egrarian reform was multis
institutional. Five government departments, not one; pley important -
roles in AI,D'S:Sl,eé‘,cg,z',ﬂ‘p’z;ozram—fthé,V,Natﬁi_onai Development Bank, . .

the Ministry of }Iational Resources, the National Agrarian Institute, -
the National Planning Council and the Cooperative Department.
Coordination “oetvee‘nj the adepartments.wa.s a primary requiéfite :.fo‘r)*
satisfactory imjple_icente.ti_oc .of the program. - In recognition -of the -
dirficulty of achieving 'such\c_oordination, -the Honduras Mission - -
had "been collaborating with the Govermnent of Eonduras in this
institution 'bu:.ld.ing task through gra.nt essietance since late
1972.1 The most importe.nt results of AID's coordixietioc 4a.ssistance"‘:
were the “creation of (l) an Agricultura.l Sector Ana.Lvsis gx-oup in
the Na.tiona.l Pla.nning Counc:.l and (2) an Agriculture Sector

Coordine.ting Connnittee._ 'I‘he la.tter wa.s to ma.ke decisions of

poliey and ‘budEE'bary' ,g_llocetion for agriculture at the ' r{, b
ministerial level. = ' nemns A

AID was mlly awa.re of the severe m&.na,gement |
constreints" involved in a.ttempting such e. coordinetion-intensive', R

program in ‘Hondura.s.aﬁ‘ The Mission add.ressed considerable

b pene L ;e

1U.S. Agency for International Development, Latin America Bureau, Office
of Development Resources (AID/LA/DR), "Honduras - Agriculture Sector
Program," Capital Assistance Paper, AID-DLC/P-2051, 14 June 1974, p. 139.

2Thid.



~attention to the problem in the sector progra.m, and in a sepa.rate EPREEE

grant-funded pro,ject‘3 Despite this care and attentlon, the

" coordination demands of the lcan program on the Honduran public
‘sector may make it more difficulttha.u ‘n’écessya:.l"y fortheprogram é

to function well, ~“'Ilhe~'institutioﬂs.1 complexity of ithe ﬁ-ma o
may also cerry the risk of adversely affecting the course of the!
agrarien reform. -'This is possi‘ble because AID's loe.n a.nd srant E
funds are quitejSigﬁificsﬁt ih’relation to'the Honduran budget o
for agriculture;h ‘The way they are’ channeled therefore, ¢an H
bestow considerible\1nstitutlonalfpower.‘ Before taklng this‘yyﬂ

point further, T want to ‘explain vhy AID made the loan way it did. -

The spreading of rlsk. The agrlculture sector loan proposal first .

surfaced in September 1973 as & tradltional "production loan"

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

3The sector loan iﬁtluded“$821;000 in AID'funds‘for‘coordlnation, ‘
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, Noncapital
Project Paper, PROP, 3 February 1975 (second rev151on)

hIn>l97h, the Honduran goverrment committed $18.3,millionyt0w
agriculture. This included $14.7 million to the Ministry of
- Netural Resources (of which $5 million was transferred to the BNF - .

and INA) and $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
Executive Committee, 21 February 197L, Annex A, PP. 3-5.
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production credit and techiieal assisténce fér-citius’and potdtoes,
technicel essistance for corn and beéans, ‘and credit for African
palm oil processing equipment:” The Intensive Rev:.ewRequest e
conveyed ahmost;nothingﬁofxthe‘f&dieél”chéﬁéeeﬁiﬁ”fﬁe‘§8§e£ﬁment{‘ﬁ
at the end of the preceding year; ‘and the ‘sweeping sttenipts to
carry out an uagrarien reform. “Scon after, the rYeform vas "discovered"
by some enthusiests1in‘weshing£0n end the Mission with Weshington—
TDY assistance, the "loan proposal was changed ”z_':‘adi‘ée‘.ﬁi}mt"o'mkoﬁe that
would be directéd primarily to the asentemieritos: ‘fhese' ware |
groups of peasant farmers who were séttling on lands that were
being "forcibly" rented fci‘“‘t‘hé!ﬁ’:"by""Ehe"iNa.‘Eiéné;l’Kg‘ﬁi:alf‘iaiﬁ “Institute;
under the authority -of Detree 8 df”Déeémﬁef'197é¥F S

. There was considérable heésitenéy by séme in- AID/Wash:Lng-ton o
about meking this kind of commitment. Tt was felt by some that .
the government of Honduras might "be "proceeding too ‘Fapidly on an
embitious, untestedy and rigky undertaking”s that ATD would "be |
vulnerable to ecriticism if we allocate almost $6 willion to the =

6

project as currently designed."® There was concern that'the =~ =~

e.greria.n reform law, which was then in the'making, might” mot

:r"

5AID/FI, "Ru.ru Sector Intensive Rev:.ew Request ( IRR)," DAEC/P-Th/6
September 1973. S

6U S. Agency.for Internationa.l Development ‘Latin America. Bureau, Of'f‘:.ce
of Development Program (AID/LA/DP), "Honduras Agriculture Sector Loan,"
Memo to the Deputy U.S. Coordinator, 1l June 1974. -Further cites in
the paragraph are from this memo. The opposite pos:.tion on this
issue was expressed in another pair of memos, cited later in the text.
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encourage or even permit a group to choose :.ts own" method of
'organizing :tne renterprise. - The govern.ment was ‘putting’ most of
) its empha.sisxend ‘iresources y that is, on ,commme.l ’fe.rming'."' It,wa.s |
feared by AID that farmers who wanted to work'and own ledd

individuslly would not be sellowed to do £0; and thet cooperatives '

. _whtch pre-dated the reform and were different in 'structiure from =~

the a.sentamientosf-vould be neglected. -Weshington was hegitant,
in short, to go allolrt for & government and its reform before = -
it had nore‘;of a .tra.ck record. .

Weshington's wieasiness was dealt :.with‘ by "3iversifying"

the loan proposa.l somewhat out of the- Comma:l]y_f ng et

esenta.m:.entos. Cooperatives end other a.ssoc:.a.tions ware given a’

lsrger role. : sMo're emphasis was -given to f‘agricultura.l institutions ,

~ outside the Na.tiOna.l Agrarian Institute—-the Cobperativ’e Depa.rtment

- the M:Lnistry of Na.tura.l Resources, the Na.tiona.l Development Ba.nk

the Natlonel.Plannlng Council. - The number ‘:‘of asentamientos

‘eligible for the AID credit was to be limited to e chosen 40 out =

of 600~-a point I return to later. The l"o“a.‘n" funds, in sum, were

extended be:,rond the ag:r:a.ria.n reform to 8 la:rger univerSe of fa.rmer '

, groups and implementing institutions 80 as not to invest too Lo |

‘ hastily a.nd hea.vily in an unproven pol:.t:.ca.l u.nderta.king

l:.miting the _number of post~reform grOups to be serv:.ced hand— o " .

pick_ing the best ones, a.nd prov:.ding some of the cred.lt to groups S
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whose existerve was ot deperdent on the reéform-—the Agency would
be somewhat protected in dase the whole reform effort collapsed.’

It was putting its eggsinto ‘seversl baskets. 7 7w

Sector lending snd filling g aps. Another rea.son for the multi-

faceted nature of the 025 progra.m was the popularity of sector e

lending in AID Individual projects had to be presented a.nd justified

within the framevork of a sector analysis or assessment showing that

the pro:]ect i‘it compectly into a sector-wide setting. Modest L
projects with independent Justifications dJ.d not fit we.'Ll within

this fra.mework. .

‘it'

Ana:vaing a sector a.lvays revea.ls important gaps to N

be filled. When put in e sector context, for example, e ple.in A
and simple sms.'ll fa.rmer credit program reveals the ebsence of an

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

farmers. 'ﬂne pla.:.n progra.m becomes hard to ,justify without e

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

service; or without added reSearch in yet snother institution to o

discover the modern J.nputs tha.t 'a'ould be most suits.ble for the new .

borrowers. As soon as one starts to fill these geps, one ca.nnot

help but end up vith more institutions a.nd mre things to do. o

Sector lending a.nd a.nalys:.s ha.s sometmes been dismissed,.o

by critics as a new literary setting"for;presentetion of the same

ey
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old projects. .The originalﬂproposal,for=the'Honduran sector loan, . ...

for exsmple, was criticized in Washington(for heing,comprised of .
"a geries of discrete projects independently;aimed at the [same]

' goal." Linkage betwesen the projects, it was said was "not
clear."T Sector lending, whatever its faults or merits, also
’introduced or reiniOrced a tendency for rural development projects -

to work on ell fronts at once.

Sector lending required considerable time to prepareV"Mﬁy
ksector assessments and justify individual projects in that analytic o
style. The AID Mission Director in Honduras, after pushing hard K
for AID support on the heels of Decree 8, expressed considerable’ﬂr
frustration to Washington over this dilatory process. Honduras,
.he said was "belng treated like e Colombla or a Chile by the‘
cult of sector analysis nov the style-setters in AID/W[ashington] 8
The sector approach he said had resulted in advisory visits | -
from Washington economists, 1ong drawn out econometric analyses
of Honduran agriculture, the throwing out of prev1ous work
the starting all over again. Meanwhile time was heing lost
’"Honduras,“ he said "is barren 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 - RurathectorjIRR*quonduras," Memo to
Deputy U.S. CoordinatOr, 23 March 1973, p. 1.

8AID/H Letter of Mission Director to Deputy U S Coordinator of
ATID, 21 May 1973..
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reinforcement l_oi’ ..tne sectoral m:ystiq_ue, have become more importa.nﬁ
than the reslities of the _situation." Thirteen more months were
still to pass r‘;blefore the sector loan was finally authorized. : -

, \Sector Jloens and their a.ne.ly's-es were -everything that an
sgrerian reform was not. . They were diffused over & whole .sector
end its Ese_rvi‘ce(g.nsti‘butions, . They took lots of.ﬂtime to ,dus;tify
end to get_,going. . Agrarian reform,: in contrast,.was. forced to -.be

intensely ccncentreted 4n time and instit utit:ons.8

AID's past rela.tions. ‘There were other reasons why AID 's post- o
agra.ria.n-reform loa.n progra.m proceeded on so many mstitutional ‘
fronts. One ha.d. to do with the history of its institutiona.l .
relations in Honduras.w Credit to the BNF played such a centra.l o
role in the sector loan partial.]y because of the pre-reform
relations between AID and that inst:.tution. It was only ne.tural
that AID's first ioan to the BNF in 1969 would ha.ve g:.ven that
institution a strong "incumbent" sta.tus as ca.nd.lda.te for a ma,jor
role:.nasecondloe.n.:‘w Y e IR o

The Miru.s‘try of Ne.tura.l Resources (MRN) had ha.d an even longer
history of rela.tions vith U S. assiste.nce progra.ms though not of ’A
the financial ma.gnitude ‘of th.ose with the BNF. Since the l950s,
the Hondurar extension service ha.& been included in the Point Fou;r- ”

USDA program for creating ag'icultural extens:.on serv:.ces in Latln

a‘I’he sector a.ssessment" 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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Americs. ‘There was always some program or enother of this nature

'in the Ministry of Natural Resources. First it Was the "servicio";

' then it was the difficult trensition of this ”ééﬁi‘cé “"tb’fuii;fléégéd* o
l adoption by its ministry, then 4t was the beefing up ‘of the ‘service
after it was,ebsorhed by an accepting Bt resource—poor ndnistry,
then it was\the re-tooling of extension ‘agents from large—farmer e
activitiés to small—farmer ones, during the’ period ‘thet ‘the 018
) loan attempted to help the BNF make ‘the seme kind of change. The
Ministry of Natural Resources then, was also a good candidate‘n;
for en important institutional role in the sector loan, based on _;M
its "incumbency status" with AID It was only natural that the
daily relations of AID program imnlementation would have led to the: -
discussion of de51rable future projects and their inclusion in the
sector loan.x“ I o e i et

. The MlSSiOD, like anyone else v1ewed the role of these
two entities in the sector loan as the natural institutional way to
carry out such a programe-and not & matter of ch01ce based on past.
,relationships. But such programs are described by AID as instruments
for assisting the small farmer—-as rural development programs meant

to allev1ate the unequal distribution of income and resources in ..

the countryside. When one thinks of an instltution that will serve .

this purpose rather than supply a specified service, one is 1ess

likely to come up with a BNF and an MRN as "natural" candidates..“"'"w;;
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precisely because Sf their histories ,» Which were not very involved
with the kinds of farmers behefited by the agrarian reform.” < -

‘The BNF ernd the MRN, then, eﬁded up aS'fthé“prin;ibal o
actors in AID's program of support for:the Honduran j&gf‘arianf
reform, partly becéuse they were the primary institutions withi~-
vhich ATID hed had reletions before the reform. During e refori, '
however, institutionel power in the public' sector gets- sh&keﬁ”ﬁﬁp
and, as noted shove, a2 lets poverful institutional actor 6fteén gets
pushed to the forefront. By ﬁvéétiﬁ’g tonsidersble monies énd -
powers in an institution with'little past history of poweés, the
reform goverrment lesves the' powerful institutions in sgriculturée
somewhat on the side: - AID shéuld be sble to Pollow suit. Ifs
support for a 'reform shouil&”réﬂécﬁ“‘this ‘shakeup. '

. Agrarian reform involves & disruption on several frouts -
in the way things mre done. This is how a reform achieves its =
objectives. In order to keep up with such e pro::ess AID has to
experience the same disruption in zts institu'biona.l relationshlps
This is not to say that it must cut oﬁ‘ relations *w:i.th the
institutions with which it wa.s involved Ra‘bhef :Lts progre.m
should reflect the new ba.‘!.a.nce of pover in the public sactor “with
the most important institution of the reform period as the key
actor in the program. The other institutions sHould have B : = .=

relatively léss powér in ATD'$ progfam-<or, Mpe’;rha‘pé , node dat 'all.
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Agencies like the';Cobpérative Depa.rtment_g- that are’ left completely
aside by the reform government, should also be left aside for the : . -
momeﬁt by AID.K9 - ‘Decigions ehout ;’ristitutiort;al charnnels ‘of support |

to an egrarien reform, in sum, shouid not :necessa.z‘-ily,:-’be“be.‘sféa" on -

the existence of solid 'pre-sreform~‘relations between AID and the -
institution. -

-1t was 4ea.sier ‘for AID to continue its: prédomina;nﬁ : -V :
Krelations with the BNF ,a.nd-m,f,inst'ea.d of 'vstartk:“.ng' almost’ from
sci-atch'with‘ an.-unknown entity, as had to-be done with INA. An = -
ATD Mission agronomist; upon ending his Honduran tour of duty din:-

1967, wrote that "ideal working relationships ‘have been established . .
with DESARRURAL [the extension service of the Minisfz'y‘ bf Ndtural - .
Resourcés] and the Natibna.ltDevelopment ‘Bank. " At —thé‘ same 'tiine'*‘, Ly
he noted the absence of a relationship with the agrarian reform
a.géncy, recommending - v s oo g
PR U AP G o T
- the National ‘Agrarian Institute (INA)...At the
moment, it scercely provides a handle to take hold
of but it has such wide amuthority-over public: lands —~
that recognition must be taken of its role in _
development ‘and means to exploit-effectively this =~

authority must be searched for. Admittedly, there
.. care bullt-in pitfalls in the legal framework of "~ .-

9

This example is discussed in a sepdrate section below:= °
1 .

Oa1p/8, "End-of-tour Report," Airgram TOAID A-355, 11 May 1967, p. L. -



this é.gency,k a.nd it is by no meens cepable yet of
dealingféffeétively with the myriad problems of 1
la.z;d tenure, but some beginning must be made now.
It is difficult for AID to shift gears suddenly, §f o
course, and go ipsti‘gutior}-hoppigg. . It might ‘segm‘ more efficient .
to re-direct oﬁe'ﬁs‘:exisrtl:in‘g ’,;'ela.tiop.s vith ,instiﬁlrtions toward .. . .
reform-supporting ,:]‘__:rog'i'ams.“ ‘But A,the’z‘;e is considerable cost to
this inaction about chenging the institutions onme has reletions .
“"«rith. One ingdvertgp@iy kz"einfo;qeka‘ the pre-reform balance of
public sector vpc;wer’, which ;‘the reforn gcvérmgnt is trying td -

change. AID thus mekes it more difficult for the government to . ..

accompliéh the shift of relative power from the less committed .= .

institutions to the committed.

Mlrga T pog. o
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The multl-instituxional approach of the sector loan, end
its corresponding requls:.tes for coordina.tion ‘between institutlons,
reflects a ' eodrdinetion"hies in“AID~projects. Project problems -
ere often disgnosed as resulting from "the lack of coordimstion"
between agenéiee thai‘eefvieektﬁe éemeLclient'6ffffejeet;&jfhe:‘
failure of sma.L'L fa.rmer credj.t proéfaiﬁs, for example, is often
attributed tO'the'inEbility ‘of the credit,lnstitution to get
together with‘ﬁhe‘eﬁfensieﬂ"eerviee’to pébvideyfef‘guiéeﬁce‘ef'
the small farmer borrower. Tﬁiéiﬁee'eﬁeyéf:fhe"pfoﬁlemetie'arees'Hﬂ"l‘
frequently referred to in evaluatlons ‘of the first BNF loan.I
In Ju.stiﬁring its technical e.ssista.nce progra.ms AID
uoften points to the gbsence of coordineted'action between
government agencies as a reason for inadequate performance by the
public sector. In the Honduras sector loan program, for exsmple,
continued supervision by‘an AID-funded government coordinsting
committee was considered "necessary to insure that past
institutional jealousies are removed and fuqctional problems of

"2

the new programs ere 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 General, Area Auditor Genersl - Latin America
(North) (AID/AAG/LA), "USAID/Honduras Agricultural Development

(Credit and Exten81on) " Audit Report No. 1-522-Th-L, Project No.
522-11-190-036.1, 31 July 1973, p. 8.

AID/H, "Honduras: Agriculture Sector Program," Report for the Develepment
Assistance Executive Committee, 21 February 1974, Annex A, p. 7.
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completion of "AID I‘pfogrm“tha.t include coordination aspects;
moreover,: the -coordination problem is-sgain cited frequently as a
- reason for inadequate -project execution. - ¢ oo i BT
A1l this fv«fexperie‘nce ‘should perhaps ‘be ‘taken to mean that - °
the problems of inter-agency coordinatiOn”are‘mdrewefconstan%foffﬁf
AID's project~enwironments~than‘e‘VariEble’vithin'prbject*control.
Coordination, that is, ::reqnires 'inetitntionel“'behnﬂor +that’ do‘e"s
not come easy in the world of most AID projects ot, in many cases),
among theyagencies ofﬁourvownUgoverhment;v“It“may'therefore'bﬁfden“
a project -excessively-to reQuire*ﬁot*only that it perform & éartain &
task, but that it overcome lnter-egency rivalries as %ell. To ' -7
make a project 'depe'ndeﬂton coordination is, in mény cases, to"

lessen consid.erahly ‘its chatices for success, .

o

The mach:.ne a.na.logr. Like the sector loa.n approach there is a :

somewhat mach:.ne-like conception of institut:.ona.l development o
behind the empha.sis on coordina.tion.‘ A multi-institutional “ ‘7 .
approach to a prohlem, tha.t is, 15 portra.yed as 'being more }’
complete because a.ll the p:.eces are there. With a s:.nglee |
institution, you leave out some of the pieces some of the
instltutiona.l potentlal in the public sector Sim:.larly with , -
. the sector loa.n concept an across-the-sector'approa.ch ls

PRIV

. 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 ~ -
sector and the coordination approach, it is -implicit that ‘you are
" petter off if you include more things. It is not only that the =

machine will work at & lower capacity with -only one part—-with

only one ‘project or one institution. It is thet without all its ~~

parts, ﬁecc'ording to the analogy, the machine cemnot work at ali. = =
I am saying, in contrast, that there is Tmore “cliance that certain
' projects will work if they bhaVe fewer pa.rts, ‘oF only one. The
machine analogy, ‘in fsht‘)rt,: is not'\applica.ble to ithes“e situations.

It is not applica’.bl’e-‘because one part cen work perfeectly well on -

its own--in contrast to & machine. And the ‘task of making one part =~

vork together with snother is a gér’g‘&ntﬁa.nbnei-often more
difficult and demanding than the ‘projec‘t" itself.

The 1nter-agency coordination problem in foreign
‘ «assistance projects has become pa.rticularly e.ppa.rent as a result

of the recent em'pha.s:Ls on rura.l poverty a.nd egrlculture. In the

days of tra.nsport a.nd power projects, :.nvolv:.ng the construct:Lon e

of large physical structures respons:.bllity for successful
completion of the pro,ject usua.lly resterl with one agency.
Coordination w1th other departments ma.y have been requ:.red at |
certain p01nts, but it certainly' was not cruc:La.l to ma.king the‘
project work. In the agrlculture sector, in contra.st loa.n funds

can rarely be t:Led to 8 physical structure, clients are served
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by & variety of -government ageneiés, not ofie:’ As°distinguished

from transport dad bower; thén; the téchnology 6f an agriculture

program doés not dictate that'it be condentrated in one organization.

‘There is also n6 ‘technological dictii thHat sérvides to
agricultural users aré bést provided ‘out of virfods organizations -
rather than one. It ié"’f}ié "fééﬁééﬁt"éf ;bfgé.niz"'éf‘ib‘néi .‘éﬁe'éiili'_z‘éf'ibh "
by function that hes bées behind the Ersditichal aBprodch of

arcelling out ‘suck ‘gefvices t6 different orginizaticns, ‘sccording
to their specialty. :Concerns absut "overlapping" alsc play'a role =
in this-conecept: < One "instituticn, it if ‘said,’ §hoild’ not’ carry out
tasks in-which another inmstitution is -'spfeéi‘al‘fze”a: A pank,
according -to this viéw,:does Hot create 1k8" ovn ktenglon’ service’

to prcvi-d.e supervision for{ts Toans.” An extension "s’ie‘i'ﬁee“,f as

# R

The sin:rle egezicy. I ha.ve been a.rguing that there are some good .

- reasons for concentratlng sma.ll fa.rmer progra.ms in one 1nstitubion-—

or for limiting AID a.ssista.nce in this area to one mstltutlon.

These . reasons ¢an be’seen as having ‘the’ force of ,thetechnelogicariw

dictates ‘that cause power and tfensport trojects to be execited by
one organizationi . First, the institutional coordination Fequired
to make a rural developmetit program work often doss not materialize =

in this type of project énvirénment. Second; the political *
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implications;behind. small farmer programs mey sametimes make thetz

best carried out.by One‘;,orga.niza.tien..~_~ The  concept of functional

specialization should ‘th.er\efro're ‘not always: determine the design
of this particular “type of :~§rojecta, .Banks, that is, should not

‘ nec'esserily give credit .-on'ly;vor‘vextensionyser;vic‘es'-only extension; i -

| or agraria.n reform a.gencies on.ly 1and adjudication. .

Organizationa.‘l. specialization: by client. group ra.ther

than bYutaSk may be, in some settings , & more workable principle of -

project design. : That .the small farmer end the large fermer are ~ - - -
‘both ii_wolved in agriculture, for -example,;k:j,should not necessarily |

be the determining factor in deciding whet institution can serve

them best. It is just as important ««thet’i-’the 'sman:ra‘rmer has &

socio-economic existence very different from ‘that of the large

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

what they produce may pla.ce them in the same orgamzation Butf\ |
the loglc of where they sta.nd in rela.tion to ea.ch other on the | AN

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

Organizationsl overler :in". _The machine<like world view shows up™ '

not only as the essumption that the more‘pertsthat ‘are included -
~ in a program, the better chance it has to work: _The view also -
results in a «.;concern for -stamping out or «-fa.vo'iding‘- overlapping ©

activities by different agencies.: If each part in s machine is™ -
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designed to do & certa.in ‘task, according to the a.na.log-ue there isk |
no reason for one part to take ona ta.sk a.lrea.dy being done by

. gnother. This is redundancy:f aBut the mchine ana.]—.ogr to the .
inst:.tutional setting of & development progra.m is not accura.te.

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

precisely because a complementa.ry task ha.s 'been entrusted o a.nother o

~agency. The eeco_nd ‘agency. may give preference to another program L

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

In some cases, tnen AID should finance the development o

cepee e T e o e e B O S

of comp:Lementa.r:,r services in the same institution smply beca.use e,

it ha.s proven itself to be committed to sma.ll fa.rmers. ‘l'his should
be done even though some ,Qf, _;bhese r,‘serkvices are “a.lrea‘dqf ,,officie.lly
housed, e.ccording to ‘traditiona‘]: ?epecializa.tion p‘a.tternsl, ’in

snother institution. The peasant union sssociation ANACH, for
example, is an organization of proven dedication to the-peasant

and of proven politica.'l. power. For some- yea.rs it ha.s sought AID

'k a.ssistance for expand.ing its serv:.ces :.nto cooperatiVe technical '

| a.ssista.nce and credit. By function, however, it is a. "la.bor union
agsocistion," set up to organize peassants end meet their demands

for land--not a credit operation or en 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 frsben
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;fAT: -
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 =~

3ATFID is the American7Institute”fOr*FreefLabOr"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 inmstrument for such programs. -Indeed, some of
these menagers have left FACACH betause of discontéht‘over e
its consarvative orientation, and are now heading up small
organizations exclusively involved vith organizing peasant farmersrli
FAGACH in short"had more of 2 history of concern for peasant -
farmers than the BNF It was also a proven financial institution.
It was excluded by AID for a small farmer program on considerationsy
related to ina'onronriate functional speeia.l:].zatio::ze fl‘he o
conSiderations I raise however, might have made it more logical‘
to give & larger role to FACACH. : ) f} - g» o o
The literature on organizations has suggested that the "
kind of redundancy thatfmight result from the arrangements suggested‘l:;
here can be a healthy feature of institutional environments.? It o
provides an opportunity for competitive evaluation of perfbrmance’
in the public sector.: It is 8 competitive goad to the redundant" ;
departments to mprove their performance. It also prov:.des a
safety factor for getting the Job done. If one group fails the ’t ;,A‘;
other one is there too. I am not proposing redundance or i
overlapping on\its‘own account. I am suggesting, rather, a :.

re-definition of organizational tasks that makes small farmer L

extension, for example, a different task than large farmer -

5Martin Landau, "Redundancy, Rationality 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 wey may require different ' *

institutional homes for the two, and a certain einount“of'redundancy.“

Coord.ina.tion a.version..y Inter-egency coortiina.t:.on ma.y be most o
difficult when the tra.ditiona.l shares of government agencies in the o
budget become subject to cha.nge. This can result from politica.l
| instability', or f‘rom the ezpecta.tion of la.rge incres.ses in government
resources for which budget a.llocations heve not yet been ma.de--

e.g., an expected la.rge foreign a.ssista.nce program, a la.rge o
proJected increase in petroleum revenues W'hen revenue and )
expend.iture ma.tters are so up in the a.ir,rgovernment a.gencies

will consider the hoped—for 'bud.geta.ry' incresses a.s up for gra.bs. )
They will see themselves in competition with other e.gencies as to
who gets the money first. At a time llke this, cooperation 'by one
agency wit h a.nother may give the other a.gency a cha.nce to demonstra.te 44
its capa'bility. ‘l'his will be seen by the first agency as prejud.icing \4 -
its own cha.nce for a larger sha.re of the new i‘unds--a.s helping the |
other agency to boost its sha.re.' Inter-egency rivalries, 1n other s
words, m.ll be exa.cerbated under such cond.itions. Coopera.ting
with other agencies will 'be looked at as a foolish giving up of
power. This contrasts to more sta.ble times when egencies are

more apt to see themselves as gett:.ng the same share of the

government pie, no matter how they behave,
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'

The unarticipsted sveilability of US$THE.000 of the 018
Loan, on the &ve of FECOAGROH's deriise, 1s an interesting example
of this type of coordination-everse Yenavior, "Duringthemid-1973 S
FECOAGROH ‘réstue activitiss," it wes reported by the AID Mission,
"neither the' BNF -[Néft’:i&o”rfe‘,l;i lﬁéiféiéﬁzién‘%; Bank] nor’ theMinistryof .
Netural Resources offered sssistance to' that Federstion." The BNF
end FACACH, moreover, wanted thoge éredit” fundé for their own =~

progrems:’ " In ‘trylhg to convines AID that it desierved to have the

funds, the BNF suldenly agresd to en ATD proposhl that it had'been
against £or some timew_éstablishing & Coop Window. This would give
complete power over’ the new fund.s to ifself. At the same t:.me, e
the Bank was not in fa¥or of the proposals whereby it, with other |
institutions; would help shve thé FECOAGROE coops. FACACH, in'turm,
made & proposal féi 1ts extlusive isé of the $é*fuh»f-ddo"£ﬁi'5ﬁ~“"”i‘é‘ sald,

"8

would not work withéut "precisely this amount. With enything

less, FACACE wes saying, it could do pothing to help ‘save the

GFECOAGROH was .the Federacién de Cooperativas Agricolas de Hon&uras,

e cooperative federation created with AID assistance in 1971. It
claimed 3L cooperative and pre-cooperative -affiliates at its zZenith.
After its failure in 1973, it was taken over by the Cooperative
Department, which focused .ettention on 13 .affijlated coops. The
FECOAGROH story is told in a sepa.rate section above.

TAID/H Request for Amended Authorlzation of Loa.n N6 522-]‘..-018 L
8

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

O

AID/H, Letter of Mission Director to Office of Development Resourceé‘, o
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FECOAGROH rcoops._v An unallocated $7LL,000 windfa’]d, in sum, -
produced coordination-averse proposals by ;otner‘:organizations' o
FECOAGBOH} in Tthen:ea.ntime,\ col.la.psed.? e N T

,_The period efter passage of an egrarian reform law is - -
also not a.ljrays‘.conduciveto inter-agency coOrdination;: k.,Th.is ds ..o

especially true if, &s in the case of Honduras, the reform brings . -

substantial increments in public sector resources ror,,agriculture R

and'significe.nt shifts in the budget ‘shares of goirern;nent “agencies.
In'HondernS', agency’.sheres ‘_vwere shaken up on -three counts: & less
powerfui ‘gojre‘rnment 5~a.gency in agriculture, .VIVNA, obtained substantial - .
increments _:’i.‘ny'ﬁnower; the government d.i_.rect'ed the Central .Bank to RPN
make unprecedented increases of credit ($2 million) ;e.ve.ile.‘n‘le to -
post-refornm pee.sant groups, and a large AID loan for agriculture . .
ves being negotiated and modified repeatedly for more then & year-
after 1ssua.nCe of the first agra.rla.n reform decree. : fm:this/
created an environment ripe for inter-agency rivalry and backbiting
Th:Ls was heightened, in turn, by the pola.r:.zing nature of the issue
behind all these inoreeses in reven'des-the a.graria.n reform. i

Putting the a.bove conside.ra.tlons tOgether, | l‘b ca.n 'be

said (1) thet & small fa-mer program may sometmes 'be best located o

in a single institutlon, or sprea.d between institutions in 8 wa,y

9'1'hese events are documented in the FECOAGROH and FACACH chapters
above L . -
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thet requires little coordiﬁginﬁi; . (}2‘)/ th‘a.t“ the insti‘autlon should 7
be band-picked for its commitment to small farmers rather than

only for its ability to cerry out a certain conventionally-defined
task; and _(.3) that a history of large farmer clf,ims on .an.institution's
se.rvicés is e crippling handicap, disqua.lifyiﬁg:ma.ny,ministries of .
agriculture and qeyelp_pment banks. . In a period 6: ,a.gra.ria:n' -reform
in@lementatién, these k‘gopsiderations are even more _ﬁ.mpqr,ta.nt

. because of‘ the tendgncy tqward i.nter’-agency’gompetition and because -
of the random ’g.ppeg’ra:pce of reform-averse Jbehavior in the public .

sector.
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Agrerisn Reform: Not Giving ,Efgx‘bbgy; a Chance

‘s polnted out above, AID distributed its sector ‘1"0@“
‘funds bétween institutions and types of borrowers, rather tha.n
concentrating on post-reform groups a.nd the agraria.n reform egency.
It also wanted to be’ sure that all kinds of smell fa.rmer borrowers |
‘had access to its credit t‘tmd.s--ind.1viduals as well a.s groups,
coops &s well as reform groups. It &1d not want the credit -
mechanism t6 become a way of forcmg farmers to do wha.t they m:.ght
not want ‘to *do, .just’ 'to‘g'et credits-‘--i.e;,‘ 'forming‘ g‘roups ‘rather
than working Vindividua.]_'l.y, or forming certain kinds of groups
rather than others. There was concern that the government would
favor its agrarian r‘eform. groups in the distribution of credit a.nd
other services--that non-reform groups endﬁind‘iﬁvidua.ls would be
discriminated against. AID wanted access to the eredit to be

~ "democratic,"

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

The Mission expected that the Honduran government ﬁrogram'
for the 19714-’1978'period would (1) place "major" emphasis on the

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

cooperatives and other associations, and (3) pay "relatively little
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attention" to the independetit' small farmer.l ~Yet the ‘land Fefdrme
asentamiento program, the Migsion felt, "should bé viéwed ‘s only
one mechanism for reesching smell farmers." It was importsnt; the
Mission believed, "to support all three channels of éredit to small
farmers"-—the BNF's credit “fo‘r”éoépexiativ"‘e‘s and for ‘{ndividual smsll =
farmers, as - well &s its ("a‘.s“en‘ta;ﬂieﬁ'ﬁ‘o fund, It ﬁ‘é.s““impo’i“béﬁffto Taed
"develop -other" channels, the Mission .:saia; 4n order to (1) resch -
more farmers, {(2) ‘compare difearent dpproaches, 4(3). “support private
sector ‘institutions servicing small farmers, (L) experiment with

"still other" aepproaches to small farmer credit, and {5) encourage

increased flows of eredit to smsll farmers.
0TIt 1s important  to eompare ATD's néeds, as’expressed
above, with thése of an agratian reform @Vémmént.’E"IiA‘g"Ti'éEz“'ié.ﬁ"/' T
reform is & time of intense concerted government actiéh to give -
lend to pessants and to-get them established as #iable producers.
All the time, one ;is*working-*’agaiﬁs’t the clock) trying to ‘establish
8 political -power besé and hold it together. Gov&i’:ﬁéﬁfé “have
different ways of ‘working agalnst the clock. ~They USUAlly involve '
the bestowing of rapid a.nd'-éuﬁsiderable“é.tténtidn ‘4pn-certain T
favored groups and .instituticns. ~This goes along with the relative -

oS . Leteng i f o

141p/14/DR, "Honduras:- Agrio:ulture*Sec’tof Program," ‘21 Februery 197Lk; -
p.- 4. The rest of the citations in this paragraph are from the same
_source and page... .- ot T oo D T s e T

gt
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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 .
have less power than others.r . .

. This ;time‘,:ofafaVOri.ng—perha.ps a.?rela.tively ghort f"Oﬁe“-"-'-il~"?k"
nay be indispenseble to the success of the reformi: It is mot '~
possible, that is, for e government to cover all pronts ‘at e‘time
| nke this.. ,Thé‘ technical end politicel demands -on it will be so ' RS
" great kthat -some informal ‘criteria«w'ill fevdlvé as f\tdwhd "éets “sefv;ed"f*k‘t )
first. Excluéion,éf,somE“willZBe«inevitEble;quheﬁgovéfnneﬁt*willt;w:“
want to favor egrarien 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,rnot opposed.. The relative ne’glect bfwthem ‘may be unfair,
but it does not make bad political. ‘sense. It amounts toa vc
rewarding of those who ‘will support the reform govErnment,gue7~“-w“

,An agrarien reform abruptly incresses the number of '~
cleimants for government services like credit. It declares that
the ru:al foor‘-nowhave ‘rights to th’ese ‘serﬁces\~-'u0ng~“ﬁth tb.eir
new land—in eddition to those who already ‘rhaVe‘ecceSS; “As @
) result, public serv'ices become even sca.rcer—-in the shdrt hm—-
'tha.n they usua.lly' are.;, 'I'hey have ‘to’ be ratloneﬁ out even more S g

selectlvely., Put this together w1tb. the dlfficulty of obtaining politica.l
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support for -en agrarian  reform; ‘and -oh& ‘Has 'a ruie for raticning -

by which the scarce service 13 given first to the-group “that will -
render politica.i«efsupport .-ev:a‘Foz‘tuna‘c‘ély,y?this usé-of '8 Program o
gain Poli‘c ical:support-does not céntravene ;f:the“ ‘program's objectives
as much as might -oceur 4n other’ cireumstances: ‘the favored" gr‘oups R
are supposed - to be - the beneficiaries -of ‘the reform anyway:

. The favoring of certain types &f groups, 'of “Cbﬁi"s'e, IR
may continue .dong ‘«a.fter 4t -1is ‘necessary £b consolidate the reform.
But that is the risk of such-en undértaking. :~'~,'Et;er’e-»é.i‘e“ few other
vays of ,,approe.chi‘ng -,-?he problem; because of (1) the sudden entrance -
of reform beneficiaries :intothe «(popﬁlation of claimants for
government services, and the resulting ':scarcit'y ‘of these services: -
(2) because .of the meed -for the -government ‘to keep the reform .
moving at a rapid enoﬁgh pa.ce to ward off discontent from the
potentia.l beneficiaries themselve's’-n‘é.-- very real-problem in®

Honduras; and (3) because -of the ;scarcity’ of: 1nstitutional ‘capacity -

and resources to carry out .a good reform in & short period of time.

In times like these,. sca.rcity chomces have to be made.’ It makes’
sense to choose in a way that “increases the -program’s-chandes’ for-’
survival. oo e g

... The .time of @ reform is no time" for~“AID"to worry sbout”’

the left-out groups, or to try and make sure they gét equal access: S -

to funds. To support-them is-like supporting reform<neutral publiei- =



sector institutions . Tt is to diffuse the ‘TSO‘v‘ernmEﬁ*t's?attemﬁt"t’o'
channel as much service-in & isﬁort.“peribd of time to reform

 beneficiaries, and to get as much political support back from them =

as possible. After all, it was the reform beneficiaries who were = & "

the ieft-Out -ones of pre'-reformvtimes;x-*:‘I'f‘the* new attentiod paid o

to them is somewhat exclusive; it may also be compensating fér past:
imbalances. Of thé "neglected" claimants for government ‘services,
which were of concern to AID, the cooperatives are i”p"érhaﬁs bést -

gble to make it on their own for awhile. ‘For ‘they were ‘able to

get together and qualify themselves for credit independent of the = <"

reform. Individuals who are left out ere, unfortunately, equally ~ =

80 before and after the reform-—at least in the case of ‘Honduras, 7

where preferenc'é‘ is g:.ven to group rather than in 4i vid ual {end -
claiments. - : :

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

" ATD inedvertently goes against the grain of & major attempt t&6 ° 7 -

democratize the stmturé ‘of production in the sgricultural sector.

‘The imbalance involved in cohcentrating éévernhénﬁ" ‘services on |
_refdrm beneficié.ries :for a period of time Lis'*iﬁéighiﬁé‘am
coméa.red’ to the ineq_ualities of the system that ,‘th‘e reform is
trying to break up. AID should allow the .imbalance to éetcur, not
because it is desirable or equitablé. Ra.thef“, the process of -

redistribution behind ‘the’ imbalance will'have e mich harder time '
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succeeding without it. If ATD is engaged in & program to suppert a
reform, then, it ‘is Hot eppropriite to push for & eriterion of

allocative falrness that is alien to that of the reform.

ATD didacticism. AID's desire to make sure the non-reform ..

claimants to credit get equa.l.access is part of & didactic _e.fproa.eh k

that ch_ara.cterizes_,much oi‘ the ‘relationship of foreign assistance

organizations with their borrowers., One should lend. to sma.l_'l. :
fa.rmers the la.rge fa.rmer ba.nk 15 told one should support
cooperatives the government without a amall farmer program is told
one should cha.rge market interest rates the government comnitted
to subsidized interest ra.tes is told ‘one should lend to a.'L‘L

peasants, not Just agraria.n reform groups, the agra.ria.n reform

government is told. The a.pproach results from the fact that offers
of foreign a.ssista.nce are often contingent upon the recipient 'S .

behaving in a certain way. "We .n.ll ma.ke resources a.vailable to e

you if you lend to smaJ.l fa.rmers, or raise your interest rates, or
support coopera.tives.

The conditiona.l(offer ‘of(a.ssiata.nce evolves mto
dida.cticn.sm 'because ma.mr wou.ld-’be borrowers a.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

JORTY S
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BNF section above. - This ,tyfpe‘ of response is a 'Jlog'ica.l Lone‘,for any ... ..

perSOn or institution#ho is offered a_ttr_a.ctive financing. Thus }
the behavior desired by .AID may endAup’ being the focus of loan - '
negotiation and implementa.tion, rather than & previously met |
condition. AID fells the borrower that it "should." do various
things because they fit in vith the behavior pa.ttern of one 'who
had alreadv satisfied the precondition for obta.ining the resources.
There is not necessa.r:.ly a.nything wrong with this o
a.pproach. Recipient governments live in en environ.ment containing
all kinds of economic incentives to favor la.rge-farmer over sma.ll-
farmer borrowers. There is nothing wrong with AID's introducing
an economic incentive in the other direction, e,nd trying to ms.ke
it work.. Some recipient institutions will end up enga.ging in the
desired beha.viors on their own, e.fter a considera.ble period of B
AID tutelage. The AID loan, for exa.mple, can protect them f‘rom
‘OPPOSltiOD. to the des:.red behavior from other persons or
institutions. By the end of AID's support they msy have bu:.lt
up enough experience and institutiona.l strength to withsta.nd tha.t
opposition alone. Though the didactic approa.ch to cha.nge msy
often fa.:.l, it msy sometimes succeed. But a.graria.n reform is not

the time to 'be dnda.ctic.
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Agrarian reform as precondition. The commitment to 8.32‘81'18.11 reform

i3 & rdre csse where the govermnent s.ctua.lly meets an AID
precondit:.on p_e_f_c_:gg the loan. And it m.eets the condition much
more profoundly tha.n is represented. by govermnent support of sma.ll
farmer groups or cred.it progra.ms | Whet J.s needed from AID arter
such an unusual sign of commitment is support a.nd not suggestions.
It is as if AID is so used to not having its preconditions met a.nd
to teaching and ca.,joling, thet it cenmot step ‘ba.ck in this different o
kind of role--the.t ,of_ﬂp_a. creditor whose preconditions have been met
extravagantly. C 7 | o

The tme period in which agrar:.a.n reform must a.ccompl:.sh
several things is short in compa.rison to the open—ended tme spa.n
of loans during more stable t:.mes. This shortness a.lso 1s
incompsatible with the process of AID teaching, a.nd. the t:une-consumng
disagreeing and comproms:.ng tha.t th:.s mvolves.f It is not the
time, therefore, to tell the Honduran govern‘ment tha.t its supply
of services is too’ exclus:.ve, or that :Lt is not a].lowing enougb.
freedom to the pea.sa.nt to choose whether or not he wa.nts to join
a8 group. It 1s not the time to convey to a government that :Lts |
organization'iof peasant groups into second-level a.ssoc:.a.tions
smacks of State control of peasant production. o

A government engrossed in e reformca.nnot a.ffordto ":b“e

confronted with a donor organization telling it to do things
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d:.fferently ln order to get t‘und.s Wha.t is mporta.nt is not

whether the reform f:.ts AID's preferences, but tha.t th:Ls rare event

is occurring.

‘I‘rying to convince the reform:.ng government to do

th:.ngs d.:.fferently, and holding out resources to bring tha.t

different aJ.locet:.on about is a process that wea.kens the reform,

even though it is done in the name of support. . As one AID

ma.na.ger wrote in response to others who wa.nted to "diversi.ry" the .

sector loen out of a.senta.m.:.entos a.nd. conmmna.l production,

 The GOE [Government of Hondura.s] has decided on
the worker-owned and operated agriculture -
business approach after intensive consideration =
of the alternatives. We do not believe that

©'A.I.D., whose experience in land reform =~

programs 1ls hardly definitive, should dictate

" to'the GOH the "correct" approach to the
problem in Honduras... The GOH is in & good
position to understand the realities of the
‘Honduran context where cooperatives and

- ‘peasant labor unions are strong and group
farming has been d.one wlth some deg‘ee of
‘suceess. & S

AID's decision durmg 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 loa.n progra.m tha.t w:Lll counter‘bala.nce the

}concentra.tionsy ‘ori the government progra.mla.nd hedge egainst the risks

of failure.

The decision during a .reform,: in short, is a simple one: .

will we or won't we support their reform? =

2

Coordlnator

ATD/LA/DR, "Hond.ura.s Agr:.culture Sector Loa.n " Memo to Deputy v.s.

13 June 197k, p. 1.
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Diffusing Power: The Case of the Cooperative Department.: -

- For the reasons discussed in the sections above, AID'
agricultural sector loan was spread across five institutions.‘ Two 1
of them~=the Ministry of Natural Resources and the National e
Development Benk~-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 B
Unlike the other two ‘it had no history of aSSOciation with large
farmers; but it had also played no s1gnificant role with the small
ones. Like many such departments in other countries, it had been a
minor agency with an insignificant budget for msny years, in chargetw

of cooperative assistance and regulation.l' It had also been the

o

site for depositing the remains of FECOAGROH which it had supplied

with a part of 1ts budget. Except for these latter cooperatives,
the Departmest was "yidely Hewed as of Little consequence in the
[cooperative] movement except with respect to its key role in the

legalization process. 02 o

1rn 1974, the Department's operating budget was $205,000. -Tt had a~ *
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 -
Heerd, April 1974, p. 22.

2Ibid., p. 23.
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AID felt that the Cooperative Department should be =~
? strengthened 'considerably, es a complexnentary aspect of its sector
loen program 4 The .Department, k t waa said, should play an
important role in developing simpler and more effective systems of
small farmer cooperative organiza.tion., It would be important to ithe ,
restru.cturing of FECOAGROH-a sma.ll federa.tion of cooperatives |
originelly createdfby”AID,;but unrelated to the agrarianoreform. L
Because of the creation of 80 many nev farmer groups through the
‘agrarian reform process AID i‘elt that :Ln genera.l the depa.rtment
adninistering the cooperative lav should expand proportionately. 5

The sector loan, therefore, required that the Hondura.n government

increase the Department's hudget by 50% over its previous $200 000 .

annual level-tha.t is an annue.l increased government contribut:.on

of $100 000 over the four-yea.r period of the sector program. 4

Another $300,0QO_ in ATD tech\nica.‘l a.ss:.stance to the Department was ==

proposed by the Mission in ea.rly‘197_5-? L
There seemed to be no compelling reason «.‘for‘;assisting ‘the :

Cooperative Department, except that it made for a more complete, -

AID/LA/DR "HonduraS' Agricu.lture Sector Program," lh June 197h
Pp. 156-1'57-;: i S T ‘

“pid., pp'Vi§6‘1162.¢f

SAID/H "Agricultural Cooperatives (Small Farmer Organizations 4
Development) " Noncepital Project Paper (PROP), 30 January 1975..
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more'compfehehSiGeﬁseotof loeh.'”Thet*the’bepeftmentzeas& '
{nsignificant had been Of ro hindrance 6 the development of farmer
groups in the past. These groups had proliferetedﬁﬁﬁco:moie‘io'M
Honduras durifg the ten years preceding the sector loan tham in
almost sll Sther Létin American countries. “Tﬁefﬁeneﬁewoooteretives
had grown to be particulsrly successful during fhis time, despite B

the absence of & significant Cooperative Depertment.

The agrarian reform gnvernmert bed aimost igno red the R
Cooperetive Depertment completely It was 1nvesting 1ts group-creating
concerns in the programs of the National Agrarien Institute involv1ng
it in many of the tasks that the Depertment saw ‘as its own. In early
197k, the director of the Department had expressed to AID his
"tremendous personal frustration at [this] leck of government supoort
and attention.”" He sought o remedy the government's neglect by making )

"a strong case" to AID for 1nclud1ng conditions in the sector loan / |
that would “force a major increase’ from the government in its |
budgetery’reéourcesﬁ6 He was apperently successful at least
according to the budgetary arrangements for the Department in thei. -
sector loan, as described above. l R

It was ciéar,‘theni;thetjthe‘Cooﬁeretiteubeoe;tﬁeot4

was not considered by its

6Ibid., pp. 23-2k, FEmphasis 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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ovn govefnment to be an important part ofrthe :regr'arie.n' reform effort. .
It was A.ID ‘end 'not the 'governyment that felt the need to strengthen fonhe
~ the Cooperative Department.

_As might be predicted ﬁ-om this story of,a.}neglected o

a.gency, the sentiment a.ga.inst the Nationa.l Agrarian Institute was - oo .

'strong in the',Coopez"a.tive Depa.rtment. , INA and the agrarian reform
program were consi”dered ;;'y'commmist" and ,f’paterna,list" by the
Coopera.tive Department. ("Comunism a.nd pa.ternelism' were
frequent bed.fellows in the lex:i.con of criticism e.ga.mst the Honduran .
agra.rian reform a.gency ) IRA d.:.d not hes:.ta.te to return the epithet,
ca.]_l;ng the Department rea.ctlona.ry a.nd impotent.

| The reasons for the Coopera.t:.ve Depa.rtment's discomfort
with what the Na.tional Agra.rie.n Institute was doing were more
complex than conveyed above. The Institute wes wo:king with post-
reform groups ca.lled asentamientos, ’whi\.ch'fhedno legal personality

and vere simpler in structure than cooperatives. The Department's

bailiwick was cooperatives, which were )s‘omewha.t peripherel to the . ...~

agrarien reform governmenti‘_s‘me.in focus. ,\,i\'_there,wa.s;some R
controversy, moreover, 'bet'ween those who favored asentamientos and - -
those who fa.vored coopera.tivee. . Studies ’ha.c‘i"'been ‘d.oneofe

successful cooperatives, showing that a large part aof their labor .

was hired outside the cooperative on a part-time basis; the outside
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7**Tﬁisemeant

laborers were‘féﬁnﬁ“tb“éérh‘lééé then member ‘leborers.
that cooperatiVEBfv%fe“treatihg“their“hiredflaborﬁeﬁgléi%ativeiy;:¢~~ Co
it was said; theytwéfé”tékiﬁgibﬁitheﬁundesirablefféﬁfures7df”ﬁﬁé*
business enterprises‘: from ﬁhich*fhey'were‘meant to differ. When '
the peasant uhion federation, ANACH, tried to hélp organize the =~ 7.
outside laborers of one of the suteessful b;nanécéooperatfvés,ri"”‘ﬂf
the Cooperaﬁive?Depaftment-infdrmed’thém?thﬁt”itﬁvasfhdﬁ‘1ega1‘f
" to orgenize lebor hired by cooperstives: :. '
. Becausé of concerns ovér this type of problem; the -

agarian reform law of 1975“airectea’(l)v “that cooperatives should - -
expand their”mémberéhipfto*fhé péiﬁt“th&t outside labor was not -~
necessary; (2) that?aﬁy7seasonﬁl“bttside'laborers~be given- "
preferente,in“admitting”hémeémbérsj aﬁd‘(3)”thétfthe”¢00?éraﬁive
pay its outside geasorial ldbor’at the sate rate-as its own members:ajv“f‘
Needless tb*$ay,~thé'cboPeféxiveé“aﬁd:the“Coopef&tivevDepartment-'f~;~>~«
were unhappy about-this provisién‘of‘thefiaw.fwa~«~ |

:w*"”The’asentahiéﬁto“”#as“saidfby‘its’proﬁdneﬁtSitovavcid“*

the cooperative's "exploitative" and "elitist" features. ~In contrast -~ -

7Instituto’Intéraméricaho“de~Cieﬁcids Agrfcolas de la O.E.AL-(IICA),
Estudio sobre organizsciones campesinas en Honduras," by Noel A.
Gercfa, Tegucigalpa (April 197L4), 34-82; Enrique Astorga Lira, -

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

8 . e o
Honduras, Ley de Reforma Agraria, Decree No. 170 (Tegucigalpa: 1 January
1975), Article 107, Chapter II. .
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to0 coops, a.sen’t’é.niiéhto -menbérs were uéually required to work a -
minimm number iof;aa.ys per iwéek in the fields, even if they were- - ..

_ elected officials. ‘The latter were required to rotate once every

year, in contrast to "'co'ops‘;ﬁa.nd re-election was not allowed: The - .« -

asenta.miento*memberwacdntfibutionafto the group was made principally.
' in the 'fom.of hisbwn la.bo:r’.9 The coo‘p"erat".iv;e* membei- had to RTICEIE
~ contribute in“‘cé.pital.' -According to th’é cfitiqﬁéA,»f~~»this Bllowed - - -
~ for significant discrepancies in contribtrbibns'»a.nd béﬁefits between
members.‘ The **‘coopera.tives', in turn,: felt that the asentamientos
were too contro].led by the National Agraria.n Institu‘be, -end theat
‘the coopera.tive*pr:.nciplefof democracy was thereby being'violated.

| There-‘wes, "'theri',*- a-strong "difféz'encé':of' opinion between - -
+he Nationsal Agra.ria’.n‘flnétituﬁé‘ aﬁd'th‘e ‘Cooperative Department on

peasant-farmer groups. It was almost predicteble that the

government would have left the Department on the sidelines: the: .-~ .-

Department dealt with poups somewhat 'periphera.l to the reform, -
"and it and :ma.ny‘co'op"eratives were unhappy with the form of peasant
organization promoted by the government. ~Finally, to cement' the -

: ga.pk between the two agencies, the director of the Coopera‘.tive .

Department had previously been with the National Agrarian Institute,.J;?

and had left tha.t a.gency before the reform with dissatisfa.ct:.on.

9Tbid., Article 118, Chapter II. .
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. As & case study in’ 1nter-agency rivalry, there is nothing
particularly unusua.l about this story Wha.t calls attention to it here
is that AID chose this pe.rticular moment to strengthen the
Cooperative Depa.rtment. 'I’his gave the neglected agency _some ;ho_pe :
of being a.ble to stand up to the Agrarian Institute., AID', s support .
and funds represented power for the Depa.rtment. The concom.ita’nt
working relation vith AID opened up 8 potential:Lv sympathetic eer .
“for the Department'e criticism the Tnstitut 'I.'he Depar"ment 5 .

power, of cou.rse is sti].l sma.ll compa.red to that of the Inst:.tute.,

But AID's support amounts to the reinforcement of a.n agency that AU

was discontented with the agraria.n refom, as ca.rried out by Im,
from the start o _ ’
A AID' s involvement of the Cooperative Depa.rtment in 1ts
sector progra.m—-in addition to the other agencies-grew out of a,
desire to support the Hondura.n agra.rian reform comprehensively. e g
But it also resulted :Ln e diffusion of power across the public |

sector at a tme when power needed to 'be more concentrated in one ..

or two reform—sympathetic mstitutions ) Spreading the funds across

different mstitutions ves done slso out of the concern for Spreading .. ..

risk. This way of spreading risks a.nd covaring bases, however can . .. ..

be self defeating Where difficu.lt attempts a.re heing made to .
redigtribute wea.lth or public sector benefits, this kind of spproach
can dilute institutional power to the point of increasing the risk

that the program 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.shmgton s hesita.ncy to
give a.ll-out support to e.n agra.rien reform government thet ha.d not o
| yet proven 1tself. %e rei..,*m go"ernment (wa.s a. militery one tha.t
had takeh 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 |
requirements of a.ssisting the 600 a.senta.m:.entos«-a.nd those yetto -
be formed--would 'be considera.‘ble. o o .

With e.ll these cons:.dera.tions in nu.nd AID decided

that only éa select number of the e.senta.mientos vould be eligible |

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 T
access to’ the credit a.nd unlike the asentam.entos would not

have to be Pre-selected. " As the sector loe.n paper sa_j'_d_
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In the cdase of aseritamientos, ode ‘tan-‘expect = = o
considerable risk to be involved due to the lack

of ‘lending experience with 'such organizations. @~
Thus, AID loan support for lending to

asentamientos "should have a&s one primary AEATIN
objective the development of lending criteria.

“This strongly suggests that initial AID loan -

support should be limited to a relatively

modest program in ‘a limited number of ‘compact =<7 Triorne
areas, in order to obtain data for evaluating -

the preferable altermatives... -~

+ In the case of the cooperative wind.ow, e
. sufficient experience exists to permit AID loan
- sBUpport for a generalized progra.m.l R

These modifications of the sector loa.n propose.l left AID

much less O\It on the :Limb If the reform were to fail AID would

o

not have a.ll its money J.nvested in the a.senta.mientos. The

ps s

coopera.tives ha.d ensted before the reform a.ud would continue to

exist af‘ter. AID would have :.nvested moreover in only hO of the o

600 asenta.mientos-—the strongest ho of the bunch. ‘Among the
criteria. spec:.fied by the loa.n pa.per for eligibility for AID
a.senta.m1ento credit vere (l) location within five kilometers of a.n‘.
all-weather roa.d w:.th dry-wea.ther trails permittmg v‘eliicula.r |

access; (2) a credit record ‘\giu.ring 1973, if organizeti prior to .

April 1, 1973; (3) secure status of the land assured; (¥)'a. ' |

minimm of 3 hectares of total srea) (5) 75§ of the group’s area

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

lAID/LA/DR, "Honduras - Agriculture Sector Program,” 1k June 19Tk,
p. 102,
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‘:genera.lly be susceptible to cult:nration without ms,jor la.nd

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

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

A
.‘.,f

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

The hO-asenta.miento appro&ch vas a.lso risk—avert:.ng 1n that -
it we.s designed as a pilot progre:m, on which da.ta. would be collected all
along the wa.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 comps.red to those not
receiving credit. ‘I'he program wa.s “designed tO promote the PrO‘C“‘—‘SS ‘_ _

of learning hov to develop and msna.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
a.pproa.ch wa.s expected to genera.te vs.lua.ble a.nd unusua.l longitud.ina.l .

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

2Ibid Annex’ I Exhibit B l2-l2a. The s.cceptable T

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

3mbid., pp. 25, 46-50. Bmphasis mine.
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the project eva.lua.tor'sz drea.m«-—the»opportﬁnity +to’measure al agrarian
reform in progress and guarantee & -supply of hard da.’ca%on’thé ‘impact -
of an AID program.. .. .. . . ‘

) ’ 'I!his experimental-, aspect of the sector loen was "Titting“ly
called the "Pilot Program.” The name was later changed to’ "Model -
Asentamiento Program," .representing the chosen forty. -‘The change
of the program's name ,.,rjrbm "pilot" to ;"model" was a result of
dissatisfactiqn ‘by_ .,.t‘,he ,ﬁondurms . Some Ain /jthe govérnment Felt

 that it would be politically difficuit if all they could come up -

with from AID for the sgrarian reform was an experiment limited to =~ =

7% of the asentamientos, at best. The government, after all, had =~ "

planned to carry out the agrarien reforn in a sweeping way.: It
was "particularly concerned with having assui‘ed~~rfinancing‘ for the:

requirements of the ,a.‘sentamientos;!' as ';the ‘ATD Mission-reportédd, ==

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

vithin the a.llocation,,of,,Na.tiona.l-~Funds.»"h¢~-~:w—

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

or to reward a chosen and successful few. In the ‘goverament's 1.

S

eyes, it was a _"t;ime_','to provide support .for a decision that had

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

How could the government give ho,.ha.nd-'picyked ésentamient‘os-'speéial

AID/LA/DR, "Honduras: Agriculture Sector Program," 21 February 19Tk,
p. 5. . :
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trestment, it was asked, ‘when the ‘political commitment of the B
sgrarian reform was to all groups? The change 'ch the 'pz"-bgfa.’n‘s‘"‘ ’
name from "pilot" to "model" wns the only concession to these
concerns"in the 'ﬁ‘.na'l‘ ‘version of the ﬁrdjéét; ‘I’hough “Ene; gnfernment
agreed to the LO-gsentamients plen, there was resentment about it.
It vas & pmial*‘/reaso& for a pericd of strained relations between
AID end INA ‘after the chenge of government in early 1975. ‘fhe e

story 11lustrates the pover of ‘donor organizations ith scarce

public capital to get countries to do whet they would prefer ot to.

Likewise, it illustrates the problems that Such financial "motivetion"
cen cause, |
‘The story of the neme chenge of the "P’il&t‘?fdérm"'
reflects the problematic¢ aspéct of ?t;kizig’”é? risk-avoiding end -
experimental ‘a.pproach ‘at this kind of histérical moment.
Experimenting is a way of 3preading one's assista.nce through :h:une,
doing a project in more mincing steps tha.n one would normally
take. It is-analogous to the ’institutiona;l'ris‘k-‘spi'éading
described above, which spreads one's assistance across institutions
instead of time. But the time span implicit in an experimental o
program involving 7% of the esentamientos’ is much longer than the
kind of time one is working with in an sgrarfan reform. The o

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



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

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_*g’ port_ féf”a Reform

AID has a chance du:ring an agra.ria.n reform to ma.rked.ly
decrea.se the pro'ba.bility of failure by providing en unst:.nting
‘commitment. The political impact of such a commitment, even if it
‘involves no grester amount of funds, can be one of the most
significant a.spects"of'the AID support. It increases ﬁhe power of
 the reform government and the reform-committed institﬁfion ageinst
those public séc;tor insﬁitutions and other groups who are less
sympathetic. A reform is of such & nature, in sum, that it is not
possible kto both support i;b’ é.nd spread the risks of such support
- through space and time. Risk-spreeding support is in itself an
act of non-support, even if inadvertently so. For AID to
expe.;biment mineingly at'a time like this is to gi've up an
opportunity to swing considerable power, through a ma.rg:.na.l
investment of resources, toward bringing about a successful
. agrarian reform.
All this is,nof to say thet AID should have committed
more funds to the 's'ector losn or to the asentamientos. It is not
the sbsolute amount of funds that is relevant here, but the
investing of a given emount of funds at a certain po‘int’ in time
and in & certain institution—instead of in various times and

various institutions. AID could have approved, for example, &
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limited but rapid Us$h million pro,j ect for asentamiento credit--
' the same as the model—a.sentamento fund.:.ng of the sector loa.n. -
The credit could 'have been made gvaiiablé:only t0 esentamientos,
and not to other:kinds of borrowers peripheral -t6 the reform.

It could have been made a.mila‘ble £6 4ll aséntamientos, instead
of Just certain-ones with ‘¢értain’ kinds of histories. "In this
vay, the loan could have amounted to & grester sad more
‘significant kind of AID support for the reform then the miuch
larger $12 million loan, ‘designed as it was. That an agrarian -

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

mesn that the resources need to be committed profligately. AID =

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

& ressonsble amount of resourdes at the right time and in the right

place .
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Agrarian Reform as & Development Prof ect

Agrarian reform is a different animal than 'oth"ez‘j kinds of
prdjects that AID supports.: »Wﬁen a reform is té;king‘-pla.ee, and AID o
’ ira.nts fo lend ‘,f.oz' it, fhe -reform process -should be-;looked-a"t as the-
thing being lent to. During & reform, & fprog'amwosupply':eﬁ “input
or the servicing o:‘ a particular client wi‘.llfta‘.ke piac'e‘fonly 4if the

reform 1s prope‘r]j,éa.red. for. The -agz-a.;-ia;u reform program, = -

moreover, represents much higher stakes for AID than & program of . .=

small farmer ,cooperati\"rkes-or credit, ~If the reform ‘works, it will S
have a much broader impact cn small farmers than & Succ-esSﬁJl -
cooperative or credit ~-prcgram." ATD hes rarely been sble to -
achieve significant impacts with these rilaf‘ﬁer prog’rémé, 1eve‘n when
they were successful--as the cé.ses in this a.tid other evaluations
show. ’The stakes are higher fdr ATID in an aegrarian reform, then,
because of the unique and brief opportunii:y to have a significent
izﬁpa.ct on the well being of the small farmer.

A1l this meé.ns that agrarien “x-eform requires a different
timing of responses by AID than, say, the kind of iﬁstitution-
building program involved in the BNF small farmer c¢redit progrem.
With a BNF-type program, the institution. has cozisiderable time to
grow witﬁ AID supﬁort and assistance. It ca’.ﬁ even afford the

luxury of having serious problems in its first years, because AID



59

is committed to help. .overcome these problems over a long period of
time. By def:.nit:.on, 1nstitution-bullding ta.kes time._“ _Ce.ut;.ous o
- behavior by AID on these oOccasions is compatible w‘ith’i;-.he task at
hand. It does not cause any setbacks.. . .

n agrarten reforn project, in contrast, has to achieve
higaly in $ts first years, if 1t is to swvive at all. Urlike s
small farmer creditq{pzfog‘r‘am,,w’hich has no uphill political battle
to fight, 1t cannot build up its strength in en t__:"‘gnc:emeptalé’eshion. -
It is more like a dam coestruetj.on project, whiehﬂ has to be finished
before _the rains come : if not, the ra.ins yill,ma.ke it iﬁpossible to )
work until the next season and vill undermme the construction
already in place. An agra.ria.n reform, Smila.rly, is wmlnera.‘ble to
the oppositj.qn that will mount inevvivt}a.bly _:Lf, ;t does get »get‘_ tHings
in place quickly enough ’ _ e i | o

The d.esign of AID! s involvement with en agrarian reform, o
then, hes to be radically Sd.:lefferyeqt_ from that of vgt_heripro,jec‘t;s in .
more tfa.nquil times».‘ . ;/B‘ee_ausve e ,équick and conceptreted AiD response
is important, apd rbeeel.tuee t.h'e; ipcome :r'ed.bisturibbution‘ following a
successful_refro’rm is one of AID's hig)hes‘rt_pr‘:i._drities'_ua.t the present
time, the Agency should ;vrprk out ,a/,ree‘po'nse strategr, for any future o
agrarian reforms that n;ight oceur. §uch/ Ja._,giesigz; ehou;d ‘te.ke :;_t.nto
account the unique quality of the reform as en assistance project,

and its high stakes for AID.
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Legislation as precondition or goal? A government committed t an
agrarien reformisopera.tlng,by &e:“t‘iﬁiﬁibﬁ, in an uncertain |
political setting. It is the certain and stabie political settings,
in a sense, that have been associated’ with the intractability of the
rural poverty pro’blem Instead of seeing & refor process &s
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' eomnittih'g itself to ‘the reform. Weit"in;g‘-end’.- o
seeing, in coﬁffeet 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 ewa.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 heve been seen as inéreasing the probability that
perma.nent reform leglsletion would ma.terialize g Insteed ‘the R
absence of a. perma.nent la.w was po:.nted. to by AID officers es & sign
of ‘less than' full commitment’-—-'cf an UnCértein"futufe'.‘ The ‘situation
rega.rdirfé the ’\ 1mplement1ng legisla.tion for the reform la.w ve.s
similer. AID ha.d. setup t‘he! sector loe.n sothatt‘ne loa.nmom.es

for asentmgent.es could not’ sta.rt d.lsbursing until issuance of the N
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through the BNF.) ATD -might Have been-able, ‘however, to “bring’ about -
an event as difficult sas the:issuance of ':the"‘%:impleméﬁﬁiﬁg leégislation ™
——instead of considering this achiévement 'as g ‘predondition of
lending and as-a sign i:f ‘commitment. - Tt vould have designéd a- = - - -
project egreement that a1 not'make loan disbursement dontingent =
upon & difficult»politiear achievément. AT itself coilld have
increased the~probahilityﬂof“that"1mpléﬁehfing“1egi§léﬁiaﬁ‘ébmiﬂé”*"*”"
to light soonmer, by arranging to release its ‘eredit prior to the
legislation. ~-:-t -7 et eeer 23 ogeetn g oicilper |
With respect to the implementing legislation £or -
asentamientos, AID:h;s~pointed'oht that it could not lend to groups’
without legal title or stature. Bﬁt the~Centrhl-Governmﬁhtfhhd BRI
been lending to these:groups’ through the BNF for t#o ‘years’ under 7
such conditions;-in-lieu of legal title to the' lahd aﬁ&’iegal""
.personality of the ‘group, ~the Agrarian Institute had guaranteed -
the loans. Indeed,-even ATD 018 funds had béen lent to &ich
groups during 1973.: (I do not know how prevalént such cases
were. IAfound;tVO‘in'ﬁj?sdﬁplé’of”bIB‘Ibénéfﬂlf‘Tﬁfﬁéﬁﬁégr:ﬂﬂ;'fﬁ x'w
 moreover, AID was heavily involved in a program of investﬁéh{&é;é&ifsjr
to peasant;groupstuhbjfiiké“fhe‘ﬁbﬁdufaﬁ’éSénfEm{en%déiidiéﬁﬁot yet
have legal titleyT® < ' . oo s Lo s ol
AID felt that the delays 1n issudnce of the implementing
legislation, and of the perhénent agrarian refor 1aw in 1975, were

signs of an inabllity 6f the” goverhmént to get itself together.

1 k I T T LS AR A
See footnote b to Table Tb, p. 145 of BNF section.

l .
83ee PPEA chapter of Ecuador volume.
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These 'sign_s, however, can be ‘;infcerprete_d in e différent jrayr _The .

process of achieving consensus within the gdvernment .on‘xle'gislation, C et
is a highly political and extremei,y_,difficult véne-feve,n for.a ... |

- military government. The temporary nature of Decree 8, .yf.he

undefined legal status of the reform groups, a.nd the large amount

o‘f government credit jinnﬁed.iately committed to them=~can ‘b’e seen a.s
the genius of the reform and not 1ts inadequacy.  The helf-way -

quality of ythese measuree allowed the rei‘om_ to get geing without . .. ...

first requiring laws and implementing legislation, the enactment

of which would have been mich’ more difficult t6 “pull ore.%

' This stepwise approach elléwed the peasants i:o_: ‘get &

_ foot in the doof.  As & Tesult, they became politically stronger.
'I'heyplayed a.nimpo #tant role :Ln pressuring to keep thepace of o

expropriation going, and to get the reform law and its implementing

iegislation issued. Having the pemsants identify lands they wanted

in "forced rental," moreovef," was a way of shifting the burdez’i'“Of”"
~ 1dent11‘ying expropriable la.nds from the government to the 'beneficia.ry

—at a. time when it was necess*ary to settle people fas't a.nd the o |
;nstitutional ca.pac:.t'y' bf the government vas not up to the ta.sk. |
; The reform m:Lght never have gotten off the ground, in short, 1f it

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

: ‘faA‘lbert Hirschman describes a similar sequence for the achievement

of agrarian 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 lending to asentamlentos contfibuted in part to a
situstion in vhich'the Missich vhs wbrking with the Netionsl =
Development Bark, the Ministry of Natural Resources and the
Cooperative Deﬁéftﬁgnﬁwf6§wapEéﬁgiéé;aﬁiéffiﬁé;dﬁéing“%ﬁiéﬁ%ié*T o
was not workifg with the Agrarisn Tnstitute.3 'The latter was the
institution most’ "adociated with the reform. This put AID at some
distance from fhé”inééitutfdﬁ&l>£§5£tmaf the éé§o§myéﬁfiﬁgfthé e

early implementation period of the sector losn.

R S “d

Conclusion. AID's,relgtipn_yitﬁjﬁ@efﬁoﬁéuran reformwgovernment,
and the design of 4tsﬂseqt9r£lqanvpr§grgi,Fwergninfluencedﬂby 
apprehensigq over'Ehe!risklgf inﬁest;ng 1arge emounts on an .. . . ..
unproven reform government and it;{peneficiary(grgups.,wjhe'risk‘

was indeed there. But I disagree with the implicit assumption

A B
& :

3Thefsector loan was ®uthorized in Juhe 19TL. .- The permsnent = .:
sgrarien reform legislation was issued in January 1975. By August
1975, the implementing legislatidn had not:been -issued, and hone '

of the sector loan funds for credit had started disbursing--for
various reasons,-4in addition 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. T
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that ATD's other small faimer projécts are less risky. fTwo years

of involvemént in agrarian reform certainly gave thé Honduren
government ‘& track’ reedid sufPiéient enough to ‘werrant ‘s less
ceutious AID commitment. Ia Latin America, two years of survival
for such & program is-a’good piece 6f time. -

Looking ‘et thé AID decisions o ‘finande other »ﬁrdé&-"’g’m o
in its Honduran History, one’ Pinds it difficuit to understand why -
the,agrarianTréfbfm“in*bérﬁiéﬁléf‘eﬁﬁﬁéd éﬁéh’ﬁaﬁﬁibn;”Tﬂiﬁ*&éCidé&“'"
%o provide the National Dévelopment Benk with $7.9 million in 1969,
Bank had never made & profit, had & 25% i'aeliﬁqﬁeﬂéy"fgfe,* was 7
against -independent audits, Hed a proved bias' t”bif‘afrd‘f'wia.i-g'é7i borrowers,
and was on the record as uninterestedﬁiﬁ7sméli7férmer‘éfBuﬁs;kﬁfThéfTﬁ‘i
was certainly less of a track record for a small fainier credit
program, let alone for a bank, than that established by the post--
1972 government for agrarian reform.‘ Similarly, FECOAGROH was
chosen by AID as the conduit_for more than $1 million of credit
for small farmer groups and comstruction of grain storage facilities
before it was even created, let alone had a record.” The BNF end

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

L
See BNF chapter above.

5See FECOAGROH chapter above.
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I am not saying that AID's decisions to finance the BNF
and FECOAGROH were unusual ‘These kinds of histories are the rule
rather than the exception for many foreign assistance projects. I |
am also not ‘sa.ying‘ that the Homiuran agrarian reform government
‘kmerited full confidence, or exuded ,,cer;ha.iﬁty and sta.'bilitya* I am
saying, ra.ther, .that if. ‘merited no less confidencé -then most other‘
programs AID has financed in the agricultural sector. - To -apply |
caution to fthis particuler situstion was to wi‘;m'oke ‘a-deeision .-
standard that is elmost never used ain’.the Agency's »othef small
farmer programs. There is now fehough ‘evalustive evidence on small-
farmer programs to show that they"genera.lly ca.ri-y‘ substantial risk
and uncerta.inty, .. Whether -it 'VS’Smallf.hfarm;er' eredit or a.n ‘agrarian

refom,QAID‘is going out on & limb. -~ - -
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Honduras: Comparison of Budgets for National Agrarian Institute (INA) -
and Ministry of Natural Resources (MRN), 1966-19Th4
(dollar thousands)

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

1968 | 4,158 - na - | 1,381 - 0.33
1969 | 5,670 36.L4 na - | 1,873 -35.6 0.33
1970 | 5,358 5.5 | na - | 1,979 5.7 0.37
1971 | 5,281 1.k | 2,216 - 4,691 137.0 0.89
1972 | b,504 145 | 2,694  21.6 | 4,072 -13.1 0.90
1973%| 6,448 42.8 | L,975  8L.T | 7,229  75.1 1.11
1974 | 9,516 L47.6 3,666 -26.3 | 6,715 ~-5.8 0.71

®Net of transfers to other government agencies.

b

The difference between internal resources and total resources is

listed in the data source as "extermal." 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.
reform is 1973.

Source:

First year of the agrarian

Based on data from AID/LA/DR, "Honduras: Agriculture
Sector Program" (21 February 197L), Annex 4, p. 5.
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