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PURPOSE

This study examines the evolution of problem=solving agricultural
institutions in Yenezuela, beginning with the first designation
of agriculture as é‘prqblemjarga?fbf;p@bl?c policy:

The rga1fiatfdg by,politiéal decision-makers that a 'problem' ; -
exists involves ideological and subjective elements. In Venezuela e
these elements have often prevented the problem from being framed 3

in'a‘contgxt~9ffbptimality:Or*evan economic rationality.

 Certain authors, such 3s Hirschman and Anderson, have suggested
that in Latin America many present day major economic problems have
persisted for a long time despite various ideologically motivated
attempts at finding definite solutioens. The strategies utilized
by the different governments to solve agriculture's problems were
not able to make substantial progress toward finding adequate

solutions. " -

In Venezuela, policies for attacking problem areas have been
strikingly similar through time even though the actors in charge
of ‘making decisions have changed rather rapidly. In other words,
desgfté'chahgé{aﬁd~iﬁétability in the political (ideological)
arena, stability, continuity and incrementapiIity~have,prevailed
for economic policy fuestions. The explanation for this can be
found in the complexity of major economic problems which derive
in part from the historical and institutional past, and in part
from circumstances outside the national political economy.

; Thus, if present-day economic policy is to be understood and
analyzed within a problem-solving context, its institutional as

well as political evolution through time has to be considered. :

This does not mean historical determinism is operatively influencing

the present. It indicates that past experience by decision-makers,

as well as established institutions and mechanisms, will exercise

profound influence on the present. Change, quite often, can come

about only graehral Wy it
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CHAPTER |: HISTORICAL ?OOTS OF THE RURAL PROBLEh
15 VEREZUELA R

'lntroduction

During the first two decades of the present century, Venezuelan
agriculture and its accompanying rural institutions acquired
characteristics which were the end result of a slow evolutionary
process. The situation that emerged during these years was
‘rather similar to that experienced by many other countries in
South America. It was largely shaped by the Spanish colonial
inheritance, the political instability -that followed the Yars of
Independence, and the solid establishment of an export-oriented

agriculture. During this period, the country was a .typical
underdeveloped economy of the ''traditional type'' and most of its
population lived in a ‘'vicious cycle of poverty.! It was
basically a rural society, since agriculture was the main economic
activity and the only means of sustenance of the people. The
only changes that disturbed the achieved equilibrium were ‘induced
by fluctuations in the world market demand for export crops,
weather conditions that affected harvest size, the .almost con-
~ tinuously recurring epidemics, and internal political turbulence.
Since productivity in every sense, physical and economic, was «
very limited, a high proportion of available resources had to

be dedicated to agricultural activities. . llost resources had to
be applied by the population to merely subsist; the remaining
resources were directed to export crops, mainly coffee, and  the
few and scattered nonagricultural activities, such as commerce,
cottage lndustrles, and some 1|ght manufacturlng ;

From this low productive agricultural structure a stratufled

society emerged which did not allow major vert|ca],mobll|ty

The extended family determined to a large extent the organization
of the society, access to power, and distribution of economic
rewards. Since property was highly concentrated in the hands of
a few, the majority did not share in the fruits of what little
progress occurred. A large rural mass existed at extremely low
living standards, barely able to survive and without much hope

to improve its lot. This rural, uneducated, and undernourished
proletariat developed a fatalistic attitude towards life that

did not permit it to break out of the vncuous cycle of poverty
~in which it found itself 1

The trad|tional socnety wrecluded any type of polltlcal
mass participation. As could be expected, political power was
in the hands of those who controlled and owned productive resources.
Since most of these resources were agricultural, it followed
that ownership of productive land was synonymous with political
power. Host productive land was dedicated to the growing of export
cormodi ties~-coffee and to a lesser extent cacao--and this land
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was limited to specific climatic regions. Consequently, regions
in which these crops were grown exercised great influence on the
political affairs of the country. This is why the three Andean
states of Tachira, Merida, and Trujillo in the easterd part of

the nation, became dominant in the central government in Caracas.
At the beginning of the twentieth ‘century, the Venezuelan economy
depended heavily on coffee revenue, which was subject to pronounced
fluctuations on ‘the world market. = Adverse price conditions trans-
lated “themselves into major hardshlps for the population.v In
addition, the relatively high population concentration in coffee
areas, accompaniud by deficient tenure arrangements and low pro-
ductivity, caused emergence of a rural institutional problem in
tarms of a minifundia-latifundia polarization. At thé same time,
larqe ‘extensions of ‘the national territory were completely unused,
‘remaining virtually 'in their virgin ‘'state. ' ‘The gradual 'and spon-
taneous ‘colonization which probably was occurring during the =
begirining ‘of the nineteenth century came to a standstill first
during the ‘Mars of lndenendence and later after the rapnd spread
of malaria. s : g e

Tqus a paradox emergep In a relatively unpopdlated country,
“with large extensions of unexplored land, a "‘rural problem'' appeared.
It manifested itself in the well Known high concentration of rural
property in the hands of a few !andawners 'who were able to pursue
an affluent tife, while the rural masses lived in the most abJect
poverty. ‘The masses lived in a ''vicious circle of ‘poverty,’

where undernourishment caused poor health, and this condit|0n

did not allow more intensive work, which determ:ned Tow: |ncome,
which in turn meant insufficient purchasung'power ‘to acquire more
food, and so on. An economy based on low productivity, reduced
»'dlsposable income for the population, and high affluence of the
wealthy holders of a pre-capitalist mentality, naturatlv had to
“adversely affect the process of capital accumulation. Venezue!a
became the prototyp& of a staghant and tradct:onally-oglented
economy where' income per caplta hardly increased, 2 and population,
because of thb hlgh death rate, remalned vurtually stable.3 T

Poltt:cal Stabsltty and lts Effects ‘f L A,' wy xE tgtwf

Though economi ¢ condntaons did not show major. departures
from the position of a ''low=level equilibrium trap' path in the
first two decades of the twentieth century, the political situation
evolved differently. An almost century-long struggle of regional
caudillos, all of them fighting for contro! over the. natlon,
culiminated: dur|ng thns per:od con ek yi

By the begonnang of the. century, ﬁaneral Clprtano Castro a
emerged out of this chaotic political situation. Castro was a
~ self-made general: from the Andes who became President of the Rapubllc
after waging an armed campaign that put: him firmly into pbwer,
initiating what has been called the ”Hegemony of the Andinos''
- which lasted for almost sixty years.
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By far the most notorious of these Andean presidents was
General Juan Vicente Gomez, who became the undisputed ruler of
the country in 1903, after ousting his predecessor and comrade-
in-arms, Cipriano Castro. He maintained himself in power until
he died in 1935.5 fGomez' long and highly autocratic regime came
to exercise a profound influence on the socio-political development
of the country, contributing in a substantial and particular way
to the crystallization of the ‘'rural problem.”" = The reign of
this 'Tyrant of the Andes'' created internal peace and tranquility,
which are indispensable for ‘any type of investment activity. Also,
there was social peace and the state's finances and administration
began to recuperate from a century of chaos and disorder. But
Gomez ruthlessly persecuted those who disagreed with his own
economic interests.’ The net result was financial solidarity but
also discouragement of national creativity and experimental social
attitudes which are prerequisites for evolvnng a modern twentieth
century society.

"Security of expectations" was created durlng the Gomez regime.
Investors were either forelgn companies interested mainly in
exploitation of the ¢ountry's natural resources, or they were
favorites of the president interested in personal enrichment,
without regard for the welfare of the great masses.

The oil companles which began exporting petroleum in 1920
increased revenues of the government substantially. This was a
determining element in the consolidation and maintenance of
Gomez' rule, and was directly responsible for the regime's fiscal
‘prosperity. ''But strangely enough, fiscal prosperity produced
‘economic deformation and plunged the country into poverty. This

is still the real situation: while the state has great wealth,

the nation, the people, live in poverty.''6 This, probably more
than anything else, is the really tragic ethos and inheritance

of Gomez' rule. Because of its conservative and autocratic views
that were nothing more than an extension of rural fundamentalist
~values of a small isolated agricultural society, basically pater-
nalistic in its context, the potentiallties of the newly dlscovered
nat:onal wealth were s'mply not grasped

A basic aSpect of the Gomez regime that was to exercise strong
influence upon the rural scene in years to come was the high land
and rural property concentratnon ‘that took place, especially in
the central part of the country.’ Gomez, his immediate family, -
and other trusted persons of the regime accumulated huge properties.
Since Gomez was not at ease among the Caracas sophisticated upper
classes, he moved the seat of his government to nearby Maracay,
in the Valencla Lake watershed. Gradually, all agricultural land
in its vicinity was incorporated into his personal domain and was
administered by exact methods that did not permit any deviation
from the master's will,



Gomez utilized all types of coercive methods to obtain titles
for these lands. Purchase at depressed prices, outright expropria-
tion, usurpation of municipal lands (ejidos), title transfer of huge
land tracts of the public domain (baldios), and other similar
nrocedures were used to accumulate an extremely large landed
property. : Vit ey . L [ ,
Gomez was the government--he was free to use any type of
forceful methods to obtain the required labor at the lowest price
possible. The most common -of these procedures employed were forceful
recruitment duringfharvast;timeyause~of,army,soldiers,for agri- .
cultural work, establishment of hacienda stores, the enforcement
of hereditary debts on the worker and his family, or the establishment
of sharecropping systems that kept the farmworker eternally in
debt to.the landholder. sl -

~ The Impact of Petroleum: lﬁg?;}gﬁ§ '

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

A1l these negative factors were reversed by 1915. Friendly
and encouraging policies of General Gomez' government toward
foreign investors, increased demand erﬁoil,durinQ;World'warij;;
arrival of the "automobile age! in the United States, and internal
“strife, upheaval, and,uncertaiﬁtywth@tyfolIOWed<in;MexiCpAaf;er
Diaz' downfall resulted in intensive oil prospecting activity
which led after 1920 to the commercial and systematic exploitation
. of Venezuela's fabulous oil wealth.8

- By 1920 the fjrst*petrdlgym{wgsﬁgxported (69[;Eousan§_mgtkﬁc
tons). In the ten years thereafter, Venezuela became the world's
second largest producer, with total exports of over 20 million

tons in 1930. During this short period the country passed from
being mainly an agricultural exporter to an oil export economy .
The impact of the petroleum sector-was,so.profguhd,onfthe édpQme
‘that within a:short period of ten years the whole structural

foundation of the Venezuelan economy was radically mddjf{adﬁyf:
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: Direct benefits obtained by the nation were initially rather
-small because of a-very primitive; crude, and highly regressive
taxation system that did not take into account the income received
by the companies: The tax took the form of a simple, low rate
" imposition on exports and some additional resourCeruse~royaJ;ie$.9

According to Venezuzlan. law, underground resources are not the
property of the land owner but bealong to the State. The government
grants rights to exploit these resources under specified conditions.
During the 1920's this peculiar circumstance led to a wholesale
agranting of oil concessions to foreign companies. without any pre-
determined plan considering conservation of the resource or fiscal
needs ‘of ‘the government. In addition, corruption of high government
?fficials‘and their friends, fieneral Gomez included, enabled them
* 'to enrich themselves immensely. The most frequently used form of
“corruption was to grant concessions to Venezuelan friends who sold
" them to’foreign companies at a much higher price than they had
‘paid. This led to establishment of a new wealthy group closely
associated with the personalistic government -of Gomez. This group
‘did not use its newly acquired wealth for productive investment

in new economic eénterprises, but employed-it for speculative -
purposes, purchase-of land holdings, and to pursue a life of
affluent leisure. The concentration in rural land that took place
during the regime of General Gomez was in great part associated
with this new wealthy group and with the means that were used to
obtain their fortunes from petroleum.

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

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

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

Despite the failure of many of the country's agricultural
policies, the very fact that such policies existed was somewhat
unusual in Latin America at that time. The existence of such
policies can be explained in large part by huge petroleum revenues.
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‘tiyiewed in relation to Latin America as a whole, the case of
Venezuela is exceptional in‘almost all .aspects-of.-recent economic
" development. It may at least be said that:no other. country .;.3,'
fn Latin America . . . degarts in 'so:many aspects. from what o

constitutes the general tendency or line of. deveiopment experiences
common to the majority.''10 The reason for this exception is the
«peculiar role played by the petroleum: sector-within the economy,

Four basic character:sttcs are |nd|cat|ve of the above-
_kmentnoned pecuiaarlty of Venezuela‘s ec@nomlc development.

The first is its contvnuous (since 1935) and intenSlve,,,;i‘
,meconomlc growth Probably no cther country, has had.a s:na]ar~ .
“Ttecord. Annual growth rates of the economy since 1937 (the eard|est

\ “date for which there are figures available) indicate that. tha Gross

Natuonal ‘Product has been’ expandunu ‘at rates«far .above. pop atiop
fgrowth. The estrmates ‘of these annual growth rates tngjcate that
the economy‘has parsrstently expanded -at‘rates above six per;ent,
showing a more intensive expanslon for the period 1937~ 1957 than
for. the ‘following years.  From the follcwxng ‘table these growth
“rates can be obsarved for dafferent ttme periods.;a, T T

TABLE 1-1 -

VEﬂEZUELA CECOHOMIC: GROWTH RATES FOR. .-
el DIFFnRE&T T!ME FER!ODS :

!nter-annual qrowth rates of the gwggf GE
;ross %atlonal Product ‘

1437~50 ;13&5, 1350~ aa 195 55#<-i960-6n{yx
Annﬁéf. : g ,,‘;' TeR Ry ﬂizé.. W e
cumulative - %1 %1 . 7.3 3}{;ff( ; ﬁ,§"”‘“

rate.in %

N o

Source: For 1937-50, 1950 60 and L960 ﬁ%, G-,PlNTO CDHEN
Aaricultura y Desarrollo' El Caso Venezolano.
... For 19h5-56, C. FURTADO, El Desarrollo Reciente de 1a
:Economia Vbnezolana. T e
For 1950-55, author's own calculatton, based on data
- published by the Banco Central de Venezuela, in nts -
| yearly reports. i
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‘As a result of this rapid growth, the.old traditional and
agricultural economic structure was replaced by a structure
dominated by the petroleum sector and the rapid expansion of
urban=based activities. Commensurately, there was a steady improve-
ment of the average income per capita which reached averages '
similar to those prevailing in some industrial economies of Europe
in the 1950's. By 1964 Venezuela had the highest income per capita
in Latin America, amounting to around U.$.$700. HNevertheless,
the distribution of income is and has been highly uneven, not only
in terms of total distribution, but also geographic distribution.

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

Latin American countries..

~ Thirdly, a rapid transformation has ‘taken place in the demo-
graphic structure of Venezuela. HNot only has population growth
been extremely high since 1940--above three percent per annum--but
also extensive internal migration has occurred which transformed
a largely rural society in 1936 into a highly urban one in 1960.
In the mid-1930's around 80 percent of the population resided
in towns with fewer than 5,000 inhabitants. By 1960 only 40 percent
of the people could be classified as non-urban. Rural population
experienced a relative decline and hardly increased in absolute
terms. : ‘s e A ]

The last major peculiarities of the Venezuelan economy are:
the relative '‘backwardness'' of its agriculture as manifested in
generally primitive technology employed even by a great number
of ""commercial' farmers; a high number of subsistence farmers;
slow responsivéeness to a rapidly altering demand structure after
1936; inability (for many years) to provide basic staple foods
even with generous governmental stimuli; and generally depressed
personal income. This pattern results from structural inter-
relations between the petroleum sector and the rest of the
economy which merit closer examination. The petroleum sector is
controlled by foreign companies which receive long term leases
from the government for exploration and -extraction. In turn,
they '‘purchase'’ concessions to exploit oil from the government
and are subject to a royalty payment, a prescribed percentage of
production (approximately one-sixth of -total production). The
oil companies are also subject to a progressive surface and
income tax. Imports, excent for a few capital equipment items,
are taxed. Further, the companies receive a special exchange
rate, thus buying each dollar brought into the country for less
than the official rate. Since the bulk of sales take place
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outside: the country, income taxes are paid in'doltlars. This
taxattonks;heme‘has been subject to several-modifications since
1945, Presently (1969), the oil industry pays around sixty- .
“percent oF;its;tqtal‘incomei?ﬁ“téxes“té the government.: In-this
manner the governmerit receives about sixty~fivg percent of .its .

. total revenue.ll

_ * . Other than through taxatien, the oil industry has little
“linkage with the rest of ‘the‘economy. It is a highly capital -
intensive activity requiring inputs not provided by Venezuelan .
industry. Since the 1950's, the industry has employed approxi=

‘mately 40 thousand Venezuelan workers, a mere two percent of the

“total national labor force. The industry has been classified as
an Yenclave activity.' ©' Ll 0 e

" The basic difference between the Venezuelan situation and

- other countries with large mining or agricultural export-based.

activities is found in the following characteristics: i

R b WOer~demand1for*theﬂhasicfmesoufce, in this case,
~ petroleum, has been subject ‘to a continuous and steady increase

since the ]93"s”Withodt‘majarkfluctuationSa(except/durlng,ghe;~\
1930 depression ‘and the Korean ‘ar adjustment periods).  For the

© 30-year period--1931-1961-~the annual rate of oil output increased
7.6 percent.12  This contrasts with severe price fluctuations
of such basic commodities as coffee, cacao, tin, copper, etc. .

2) The experiénce of Venezuela ‘!is totally different from .
other Latin American countries, which developed their mining -
export economies during previous eras. In these latter cases,
the;bénefits“bf*productfvit9~inc?easessreverted almost completely
in capital benefits’and ina general way, were withdrawn from
the country.”13 -~ et afe g e R P

At this point it is possible toroutline a general scheme of
. the major elements of the Venezuelan economic structure and to
trace the sequence of thefdynamic:impu]ses,that>havehpromotedf
its growths' " iwimie et L dleegs mara . o , e
~a) A highly capital:intensive export-oriented industry. .
facing a growing world demand through an oligopolistic market
structure, receives a relatively free access to the basic resource

in ‘the Céuntry; B

b) A fiscal mechanism is established that obligates the
industry to leave over half of iits.profits in the country. in the

form of taxes paid tp the government;. - o R
?) The*goverﬁmgﬁt?tﬁansfeFS"thtsﬂcépital;tb-théﬂféét of}

the economy through the budget, and thus the fiscal sector becomes

the mechanism that transmits the economic impulses that originated

with the petroleum industry to the remaining segments of the economy.
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Yhile these taxes were relatively low, the economic impulse
of the petroleum industry to thé rest of the economy was
proportionally small.  But as the fiscal system was modified in
the early 1940's, and as world': demand for petroleum became
more pronounced after World Yar |1, availability of revenues
increased and the economic role of the official.sector became
more pronounced. : ‘ ™ S

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

The Venezuelan development experience, however, because of
the predominant role played by the petroleum sector, has not had
to rely on a squeeze of its agriculture. On the contrary, agri=
culture has been the recipient, via the government sector, of
benefits in terms of investment subsidies, generous capital assist-
ance, nondeteriorating terms of trade and other perquisites.
~ This peculiar growth experience made it unnecessary ‘'to develop
- agriculture to the point where it would leave a surplus for the
development of other activities. Even today a large percentage.
of the agricultural IaboT force does not know the use of the plow
and of animal traction.'4 ‘ : g

The "Golden Age'' of Agricultural Exports

Throughout the decade that followed World Yar I, no major -
changes occurred within the agricultural sector. The value of =
exports of coffee and cacao expanded and attained their highest
plateau in history during these years. The exports of coffee
reached an average of around 48 million kilograms per year although
they showed pronounced yearly fluctuations. Cacao also attained
its highest export peaks during the mid-twenties. Hevertheless,
its oscillations were less pronounced than those of coffee.

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

While exported volume tended to stabilize in the 1920's,
aggregate value almost continuously increased, because of the
pronounced rise of coffee prices in the world market. The four-
year average price for coffee for the periods 1900-1905 and 1906-
1210 was 0.71 Bs./Kg. and 0.86 Ts./Kg., respectively. For the
period 1921-1930, coffee prices did not fall below 1.50 Bs./Kg.,
and for five years of this time-span (1925-1929) the prices exceeded
2.00 Bs./Xg. Cacao prices were not as favorable. Cacao prices
remained stable from 1900-1930 and took a marked plunge after 1930.
The value of these two crops combined represerts over ninety percent
of the total value of agricultural exports.
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| VENEZUELA:

TABLE 1-2

_ VALUE OF AGRICULTURAL EXPORTS
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Tradi tional export crops experienced their ‘‘golden age’
during the period following 'orld.Yar |. .ot until the adverse
effects of the Great Depression started to-affect incomes in
industrial countries; did Yenezuelan agricultural export 1ndustry
feel the price depressive influences-of a rapidly contracting
world demand.

- This analysis is in direct contradiction to the generally
“accepted hypothesis that stagnation-of traditional Venezuelan export
crops originated in the loss of Venezuela's traditional German _
market after the First ‘forld Yar, from which coffee was never able
to recover. Evidence indicates the German market was never a
‘major outlet for the country's coffee exports, especially. during
the period before YWorld War 1.15 By 1910, the United States had
become the most important client for Venezuelan coffee, absorblng
around 50 percent of its total exports. : Sy

Of greater relevance for the present analysis is the fact

that during this period the country's agricultural exports did not
expand substantially. The plateau of export volume during the
1220's indicates that the coffee and cacaoindustry had ceased to expand,
Since obviously unfavorable prices could not have been: the: cause
unless a pronounced deteriorating balance of trade took place,
one has to search for other causes. - It hardly seems plausible
that internal production costs were increasing within the Venezuelan
economy at this time. The inherent characteristics of existing
tenure arrangements (sharecropping of the colono variety) precluded
any wage rises, even if inflationary forces were operating within
the economy. Coffece and cacao agriculture during the first part
of the present century did not use any complex and capital-intensive
production methods. Labor undoubtedly was the determining factor
in its cost structure.

Since the expansion of coffee expcrts throughout the second
half of the last century and during the first decade of the present
century rested chiefly on the extension of. the cultivated area and
not on the introduction of yield-increasing technologles,,lt is most
probable that during the 1920's no more suitable coffee-growing
land was available in the mountainous -part of the country. In:
other words, an ecological constraint made its appearance.

Other countries in the hemisphere producing coffee of a
simitar quality did not seem to be subject to these restrictions.
During the 1920's, Colombia and some Central Amerlcan republ:cs
(Guatemala, Salvador and Costa Rica) :increased their productlon
and expnorts steadily, thus - replacang Venezuela as the second
largest world producer. , : e

There is also limited evidence that éoffee”préddcers had,;
financing difficulties during this period. |In publications during
the early 19208's, the Chamber of Commerce of Caracas voiced the
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need for thé565tabli§hmen;ﬁoi%gomernment-sponsgredsﬁiﬁancial
institutions, téjmakéfpredit?Evaitableﬂto the coffee growers at.
more favorable terms;thanmtﬁase;oﬁ{the~free market, - This .seems

té?haye,ﬁéeﬁ*theffFﬁétféxgression‘Ofxén organized;pﬁessure_gnqup;‘

making demands ﬁérigdveﬁnﬁéntstnterVentionsinsthe’agriculturalgj
situation. ; SRR
‘Although coffee and‘cacao prices did not begin to deteriorate

~before'1930; ih“1928?fhéﬁgéVennmant;had established a.specialized
_agricultural credit agency, The Agricultural and Livestock Bank.

"(Banco Agricola y Pecuario, hereafter:to be -named. by .its Spanish

initials BAP). T{ts installation became the first overt policy
response of ' the government towards. the agricultural sector. This

policy cannot: by any means ' be interpreted as a response to the
diSéQUiiibriumﬁtaugéd:by*the%dépression‘within;the~yenezuelanﬁsg
coffee and cacao industries, since it preceded the first effects
of the ‘'Great Crash." :
!;“Mbst‘probébjy;?theffcunajngﬁaf~3AP~was_agréspbhééfip_tnge
basic f’actors: e Tt it by At e
*~ff1)f?€0ntinuﬁus pheSSure«exercised?ﬁ&dcommeréiél égrjcultgral
sectors of “the country that: had direct access to.the highly cen~

- tralized, government of General Gomez; = :

i  2)”ﬁTRé_%véi1ébiJity‘of pub%ié;fﬁhdé‘d&é~tb‘ra§idjytexp;nding

~ Until 1936 the credit policy of BAP was a reflection of the

' pressures that?eStainshedfit.«thrwas,an,other;words, a policy
instrument catering exclusively to large.landholders. = ...

The AP received an initial capitalization of 30 million

‘bolivares, and the ‘following year‘another 50 million bolivares
- were added. ‘During its firstiyears the BAP limited its credit -
“activities to the granting of loans, with a mortgage guarantee.

0f course, coffee and ‘cacao ‘growers were . the initial beneficiaries

of ‘this new lénding agency. The campesino and other small-scale
farmers were excluded. Only. those with easy access to the - ..
official”§6mérfclfﬁdelWerewgranmed;useuof available funds. . .

F Table I3 shows that during:the first years of the BAP's
exfsqeﬁce;*most\dfﬁ?tsJﬁasﬁdrcabtﬁalﬁwanlent”out‘ . ‘As. the :agri-
cqftu?élfséétdﬁ began ‘to-feel the adverse effects of a rapidly
deteriorating price situation in the:world market, lending acti-
vities of the bank became more restricted. -~Managed strictly
along commercial lines, BAP's funds could not be used as long -
range developmental assistance to the depressed commercial farm
sector. SR g E = L e
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o TASLE I-3

O CREDIT ACT!VITY OF THE BAQCO AGR‘COLA Y PECUARIO
GRPER : - 1928-35
(Thousands of boluvares)

Yéar ™" i paidsinicapleal b o Paldeout Toans
1928 30,000 ' 22,034 -
“5?‘1329;f“f’;\’f';,, S s0,000 6,512
g0 e 19,287
e St 1,880
ez e e gy
1933 Sgeetme cTinl o igggs
183 e aang e s pn ity
Gy ‘_f " i;';,ff;f;i‘f 4;‘. = 210‘;?'

. Source: T. E. CARRILLO’ BATALLA, Moneda, Banco y Credlto en
— Venezuela, Vol.:z. u ?

Recnpients of Jnitlal mortgage !oans from the " BAP were simply
unable to repay the accumulating debts The BAP was forced to
embargo. ithe . progertles and eventual]y auctncn them to the highest
vbldder.]6 ‘

, As world demand for Venezuelan agricultural exports ‘started
to contract after 1930, pr:ces began to ‘plummet until they had

'~‘\reached almost !ncredlble depths. The value of total agricultural

exports decreased frqm a yearly average of Bs. 131.5 million for
the 1929-30 period to Bs. 39.4 million in 1935-36-=a seventy
percent drop. Since coffee and cacao were the two main export
._crops, regions in which these two produtts were grown felt the
economic depreSSlon nardust., Commerc:al ‘farmers became’ insolvent
by ‘the hundreds ;since they were incapable of repaying their
financial ob]ngatlons‘ Dependent farm labor also experlenced a
contraction of their already meager incomes. Where haC|enda stores
existed it became common practice to suspend credit to the peons
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altogether, and to impose new andiincreasing delivery quotas of
basic crops to the hacienda owner. Forced recruitment of labor
became common on the farms of favorites of the Gomez regime.

In certain parts of the country, hacienda owners reacted to
shrinking incomes by éxpanding the .area.under the plow, always
employing the colono system on new acreages, but with even more
unfavorable obligations and conditions than before. Large
‘impoverished masses of peons and campesinos in coffee and cacao
areas experienced a true daterioration of their already.low living
._standards. ‘ : ‘

Early Attempts at Agricu}tural;Pgliqy‘Formation

By 1932 the impact of the Great Depression had been fully
felt throughout the Venezuelan économy. Hot only had more and
more farmers become insolvent as the prices of the basic agri-
cultural commodities deteriorated rapidly, but petroleum exports.
began to diminish. From the export peak of 86k million bolivares
reached in 1930, by 1933 the total value of oil exports amounted
to only 284 million bolivares, indicating a significant reduction
in government revenue. After a decade of continuous surpluses,
the first budget deficits appeared. - S :

Since agriculture was the sector most acutely affected,
Usomething'' had to be done. For a government completely inex-
perienced with cconomic policies, this was difficult. Hot only
did it lack the needed technicians and administrators, but the
scope and content of rational economic policies were completely
foreign ;o;the,paternalis;igﬁgﬁminiggration,of,General%Gomez‘ ,
regime. Public economic affairs were approached with the mentality
of a small storekeeper: no more pennies could.be spent than those
that enter the till. The powers of fiscal or monetary policies
in a Keynesian sense were completely unknown. ‘ :

 The immediate.public policy response to agriculture's plight
consisted of granting a direct subsidy with repayment ‘obligations
to Cfoee;and ¢agao£farmqr§}‘fﬂn:Jpﬁé'IQB#;:;héﬂﬁ:féfhméht«aﬁpﬁ0ved
expendi ture of 10 million bolivares -to be distributed ‘in a pro-
portional manner for ~ production among needed coffee and cacao
farmers... A policy of this type, during a period of rapidly
deteriorating world prices was nothi ore ‘than a simple ameliora-
- tive measure that ignored the real “of the existing problem.
1t resulted from pressures exercise ps seeki
of adverse conditions. This subsid

, 1S SUDS I ﬂtgd té@,éijhgf F
payments .that were granted to agricultural export crops af

. Another response to the deterid
was the establishment of a bureaucrat

administration to deal specifically w

;k933}_§h§;%iﬁ3§try of Sanitation anc

g



According to the ordinance that established this new Ministry,

it had the following mandate: ‘'research, development, immigration,
colonization and aaricultural education.'17  The agency within

the Winistry in charg of. agricu!turb'was called Direccion de

Tt was dlvnded |nto six sarv*ces or offtces, each wi th specurvc
functions: rescarch, agricultural and cattle-raising development,
which was in charge of demonstration plots; immigration; coloniza-
tion and tourism; public lands adm;nlstratlon' forest and water
services; and agricultural vocational school. The administrative
services of the Direccion de Agricultura (Agr:cultural Bureau)
were jo;ntly used by the Bureau of Public Sanitation.

"Since the country did not Havc tralned techntc:ans in agronomy,
animal hushandry, resource management, etc., the scope and content
- of the Ministry's programs was extremely limited. The newly-created
vocational school presented a two-year curriculum for grade school
graduates in which they were instructed on the most fundamental
elements of sctentlf:c.agrlculturu. The so-called development

services identified plant diseases and indicated the best manner to
comhat them. The development servnce dlstrlbuted some imported
seeds gratis and had a small |nsemtnat|on station with imported
animals. There was an attempt to carry out a cadastral survey ln
the central part of the country.

= From theylnformatlon which exists on the programs of this first
agricultural agency, it can be concluded that it had little influence
on the development of agriculture. lgnorance of the real roots
and causes of the problem, the lack of even the most essential
administrative resources nceded forvthc functioning of a bureau-
cratic agency, and the existence of landed-oligarchical forces
which dominated government were factors that precluded a priori -
the enforcement of any effective ‘'problem-solving'' approach by
public-official policy.

Yhile the government was groping towards the formulation of
a policy that would bring about improvement in the depressed
export area of agriculture, it undertook a major decision that
neutralized these weak efforts. The government did not devaluate
the bolivar in 1934, when the gold content of the U.S. dollar was
reduced, to which it was closely linked. This amounted to a
revaluation of the official exchange rate which placed Venezuelan
agricultural production costs on a much higher level than those
of other competing countries in the world market. At the same
time, it became one of the key factors in establishing the very
high price level for which Venezuela is commonly known.

This appreciation of the bolivar, however, was not followed
by @ fall in the domestic price level relative to the levels prevail-
ing in Yenezuela's major trading partners. Rather, the internal
price level continued to move upward more or less in line with
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price changes in the United States during 1935-50. Obviously,
the revaluation of the bolivar déstroyed the previous competitive
situation of Venezuelan export crops in the world market, The
exchange rate was a strong determinant in the stagnation of tradi-
‘tional coffee and cacao agriculture during the next ‘twenty years.

Its negative impact was recognized at a later date.

‘By 1935, when the era of Gomez came to an end, the agricul-
tural sector was in most serious difficulties. lInitial attempts
to formulate a policy to deal with the agricultural situation .
did not recognize the fundamental factors' that determined its
productive structure. ‘leak attempts to bring relief to the
troubled export crops were rendered ineffective by the refusal
~of the government to devaluate the bolivar at a time when all the
other countries in the world were devaluating. That a reduction
in income for the commercial coffee and cacao farmers spelled an
equal reduction in Viving standards for the great mass of ‘already
impoverished rural laborers is rather obvious. But what is usually
overlooked in the final outcome of this rapid impoverishment of the
agricultural sector is that it was a determining factor in the
disappearance of the once powerful landed oligarchy, especially
the groups that found the sourcé of their wealth in profitable
coffee and cacao exports. The decision of the government to
appreciate the exchange rate contained the sceds of destruction
~of the political power of these landed interest groups. Economic
policy, then, quite unwittingly contained the elements that con-
‘tributed to the removal of a traditionally-oriented class, -paving
the road for future economic policies that were directed towards
improvement of th= rural masses. ‘ The true and far-reaching effects
of this decision of the Gomez government undoubtedly were not fully

grasped at the time.



CHAPTER 2: THE SEARCH FOR MEW AGRICULTURAL POLICIES:
19361340

»Politlcal Transstlon frsm Autarchy to Pluraln;y

The death of General Juan Vlcente Gomez in 1035 sngnlfled

the passing away of highly centralized decision=-making procedures.
This does not mean Gomez' death was followed by a democratic -
regime based on universal election and installment of a parlia-_
mentary system, but it meant that a new government came into «
being which employed procedures permitting a certain amount of =
freedom. ' The new government took into account existing social
pressures and acquired a positive attitude toward problem-solving.
It also allowed the emergence of communication channels to policy
makers through which discontent could be brought tovthepattention
- of the responsible authorities. This signified, then, that -

national problems in all of their dimensions were percelved
within a framework of public dlscu5510n.‘\‘ 4 :

This does not mean the conception of problems was in every
instance accompanied by adequate insights into the real circum-
stances that were causing the problem. This would have been a
little too much to ask from a new administration completely in="
experienced in the difficult and precarious art of policy formula-
tion. HNational antecedents did not exist to give guidance in this
respect. Experience feedback in policy formulation was precluded,
Further, the lack of an adequately-trained and technically competent
administrative apparatus made it even more difficult to reach
meaningful policy formulations along ''rational'' lines. It is
difficult to understand why the government which replaced the Gomez
Regime attempted to redefine and deal with public problems unless
one considers the social upheaval which occurred at the time
General Eleazar Lopez Contreras came to power. Lopez Contreras,
Minister of ‘Yar under Genecral Gomez, was nominated President of the
Republic by the council of ministers, according to the existing
constitution. = A few months later he was ratified by the rubber=
stamp parliament. ' A smooth transition in the executive area had
taken place. A much~feared power struggle was avoided. : Everyone
expected unabated continuation of the old order. Then, in a sudden
and spontaneous way, open violence broke out. in the major cities
of the country. Rapidly these gatherings degenerated into
uncontrolled mob actions. The army had to be called out to
restore order.

To the surprise of everyone, all the properties of Gomez and
his relatives were confiscated, becoming: ”restltuted properties .
to the nation'’ (Bienes Restntusdos a la Macion). As this measure
did not have the tranquilizing effect expected, the direct heir of
General Gomez took an- unprecedented step: a full granting of civil
_liberties.  The press was unmuzzled. Freedom of association and
speech were permitted. Political prisoners were freed and exiles
were allowed to return to the country, and wi th them came the
famous “'Generation of 28."" ; : o
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In 1928, during an annual frivolous university celebration,
discontent with Gomez' government was voiced, which rapidly spread
into organized meetings of the students. Freedom for the country
was demanded and the excesses of the regime were-openly criticized.
= The leaders ‘of these student manifestations were immediately =
arrested by the ewer=-watchful police. Some were thrown in jail,

- while others were put ‘to forced labor on roadbuilding with common
criminals. Eventually, they were released and sent into exile.

The significance of this incident was not*only that it .became the
first-and only publtc ‘manifestation against Gomez; but out of these
»;Exrled students the future politncal leaders of the ceuntry emerged

Among theﬂmore famous members of the ”Generatlon of 28” the
follownng present=day politicians can be counted: ' Romulo Betancourt
and Rau]-Leoni,,both.toibecameapresidentSreventuallyyfdovito~>~u
Villalba, head of the powerful URD party, and Gustavo Machado,
cha:rman of the Commun;st Party.

This unexpetted eruptien of publ:c discontent that occurred
dur1ng the first menths of 1936 served as a catalytic element
for the formulation of a completely new government program that
‘tried ‘to tackle the many ills confronting Venezuela. It became
. known as.the “February Program''-(Programa de Febrero). ' Lopez
.“Contreras, in order to demonstrate his willingness to breng -about
- -change, ‘asked parliament to reduce his term of office from the
stipulated. seven ycars to a four-year term. Then he proceeded
to announce aibroad national program of investment and general

©development. ‘I11ls affecting the country were spelled out in

detail; and measures to be undertaken to amcliorate these ills.
were delineated. - The country r@cetved, |n present day jargon,?
an ecénom:c devulopnent pian. e : ‘
The fundamenta! philosophy of the government s economic -
policles consisted of using the national budget for bettbrlng e
overall living condittons. = Public funds werc to be applied in '~
a ”ratlonal“ way : e S e s T [

Amonc the many pn!icies thc government tntended to pursue,
according to the Programa de Febrero, agrtculture and rura‘ areas
were accorded. top priority. s el

More specifically, lands expropriated from the Gomez family
were to be subdivided among the landless campesinos.: Agricultural
credit was: to be made more accessible to "‘tillers of the soil."
~A:modification of the existing labor code was mentioned, which
“would explicitly prohibit forced rural labor. Yorkers had to be
" paid incash. The need for agricultural education was stressed.
tt'favoredvﬁoff:cna} intervention' in distribution of basici staple
foods in order to ‘counteract rising prices. The need for eétablish-
ing policies to aid traditional export crops was also nncluﬂed :
The promotion of an immigration policy was emphasized to: populate
the vast underutilized national territory.
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Other equally lmportant aspects of the !'February Program'
were the following:  a national sanitation campaign with special
focus on malaria, expansion of educational facilities, general
infrastructural investments, reform of the electoral. system, granting
autonomy to the municipalities and local governments, a strict
accountability of the public fcnances, the revision of the petroleum
taxation arrangements, and the modernization of the armed forces.
Hone of these items seem at present to be novel or even original.
But, in view of the overall lack of any type of public policy that
existed when Gomez was in power, they certainly can be rcgarded
as a most sxgnlficant advancement.

!denttflcatlon of Campes:no and Commercial Sector Prbblems

The general social commotion and open public discussion that
were allowed in VYenezuela during the years that followed the death
of General Gomez brought the '‘rural problem into the limelight
of public attention. Right from the beginning, this problem was
regarded as containing two large problem arna5°‘ on .the one side,
the poverty-stricken subsistence or campesino sector, and on the
other, the inefficient and financially-castigated commercial sector.

This basic problem conception has shown a most remarkable
persistence in agricultural policy formulation and in the specific
programs undertaken since its formulation. These two problem
areas have been conceived as interrelated. All the other governments
since 1936, no matter what their ideologies, from the 'evolutionary-
conservative'' Lopez Contreras government to the '‘experimental-
revolutionary Accion Democratica regime of 1345-43, sought to
solve the ”agrncultural problem’ by attacking it simultaneously
on two fronts. ,

The campesino sector generally has been regarded as containing
most of the people classified statistically as rural. They are
the small farmers, employing backward technology on small parcels
of land.. Generally they are not the owners of their own plot but
have to rely on some type of unsatisfactory tenure arrangements,
such as aparceria (sharecropping), medianeria (equal sharing), or
simple pisatarios (squatters) on publlc or private lands.  Their
type of agricultural enterprise is gencrally referred to as
conuco, meaning in its broadest sense, subsistence agriculture
relv1ng on. the slash-and-burn method. of cultivation, with its
adverse effects on soil fert:l|ty. However,yln this group we
also find small farmers sp cializing in certain commercial crops
(coffee, cacao and cattle}. There is a general consensus that the
campesino sector is the rural segment of the population that is
extremely poor, illiterate, inadequately fed and housed, and
- subject to a high disease rate. Its overall llvsng standards are
extremely low, espacially when comparad to those prevailing in
urban areas. :
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\hile the overall composition and content of the campesino
sector has probably not beén subject to major modifications during
the last three to four decades,” the so-called commercial sector
is more difficult to delineate and define. 1t has been subject.
~ to major modifications during the last thirty years. The main

" comimon denominator is that almost all of their production goés.
to the market and the income received from it allows the farm.
operators higher living standards than the ones observed with
the campesinos. This, of course, is a vague and ambiguous differ-
entiation, pointing‘ét'tha'aIready*well-knOWﬁ’fatt that the classi-
fication commercial-subsistence agriculture is actually a ‘
continuum, making it difficult to distinguish where one starts

and where the other-one ends. .

o 'Anpther’commoh:characte?istrt“ofwthe commercial sector is
easier access to credit sources~-private and official--than their
campesino counterparts have because their assets can be used
as a guarantee. A third characteristic is that land, as a factor
of production, is not as limiting a constraint on their production
function as it is for the campesino farmer. In other words, keeping
existing land resources and crop patterns fixed, and recombining
the other factors of production, substantial increases in output

can be obtained. This does not mean that in campesino farms

production increases could not be obtained by applying modern
technology, but it means the size of available land precludes

'taking‘advahtage-of cartain basic economies of scale that are
technologically determined, imposing in ‘this sense a production -
and income ceiling that Is reached soon after the new technologies
have been applied. il S g e

Despite common characteristics, this commercial sector is most
 heterogencous. At one extreme we find latifundia, employing most
extensively their disposable resources and reacting little to
market prices. At the other extreme are farms using the latest
technology, which are quite sensitive to price fluctuations. The
type and the size of their production is largely determined by
input-output price relationships. - S SORTLE Y T

Yhile dichptomous:c1assifYCation~intd*commercialfand campesino
units hardly*seéms'adeqUate‘for*?igorous analytical purposes =~
because of the many variations noted, it has been perceived in
those terms by decision makers when formulating economic policies
and specific action programs.i8 . wd oy ersn TR e

At this point a basic question should be asked in regard to
this problem percention--was ‘it the outcome of certain insights
obtained through analysis (formal, systematic or otherwise), or
was it the outcome of discontented communications to policy makers
by organized or unorganized actions? Yithout a doubt, both of these
elements played a role. The latter eclement became gradually the
determining one in problem perceptions and thus for agricultural
policies, as authorities became more sensitive to protests amd
pressures.
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L ~The government -of ‘Lopez Contreras in 1936 tackled, -on a.broad
front the agrlcultura! problem which it had inherited, but

-limttatlons existing in almost every sphere. did not allow much

: progress to be made., , , . -

These limitatuons were of a most dlverse nature. Flrst, o
there was ‘little that could be done in the short run to improve
the economic conditions of the traditional exports for some very
obvious reasons. Second, the country did not have the human
technical resources necessary to develop and carry. out conscstent
and- rat|onally planned. agricultural programs. Third, the scope
and depth of -the problem were not fully perceived. Fourth, the
budget: of the government was so small it did not permit. large scale
investment and development programs, Fifth, the ''coffee and cacao’
oligarchy was still:-entrenchad, and thus was able to obtain most
of the attention from the government. Sixth, social unrest whlch
followed  the death of Gomez required the concentrated attention
of policy makers for almost two years, leaving little time for
broad development programs. Finally, the reaction of the adminis-
tration toward nroblem-solving policies was greatly limited by its
excessive preoccunation with legalistic procedures, which. precluded
‘ experlmentatlon tnat mi,nt have shown more. xmmediate results.

Mevertheleso, a number of p01|c1es were put |nto effect durnng
this period, some of which became the foundatnon for later ambitious
programs. The type of policies enacted durlng this time can be..
categorized into three broad areas: 1) immediate stop-gap measures,
designed to bring relief to overt pressures that came to.the surface
after Gomecz' death; 2) .enactment of laws that served to. ostablash
needed administrative structure through which programs. could be.
handled; and 3) continuation of alroady existnng programs, but at
‘a more accelerated pace than previously. :

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

1) StQp?Géh Measures

During 1936 and 1937 several incidents of rural unrest
received publicity. in the newspapers, lnclud|ng invasions of private
propertnns, squatting on lands of the former Gomez hac:sndas,
spontaneous persecutions of hacienda overseers,. refusal to

- recognize old established sharecropp:ng arrangemonts,_sendlng

- delegations to the capltal city to protest undesirable situations,
rapid unionization. in. Eﬂ» larger sugar cane plantatlons with
accompany-ing: -viork. stoppages, etc. The. government‘s reactlpn to
expression .of discontent by rural sector groups varied all. the way
from promises .to.meet demands to open repression through force..
Farmer delegatlons wnth lono-worded petitions were. promptly '
received by the Minister of Agriculture and in some instances .

even by the President. Groups were usually sent home with a pronise
that the government would look into the matter of their concern.
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- Certain land invasions of former Gomez properties were tolerated,
giving the campesinos de facto occupancy rights, such as in ‘the |
case of the coffee Hacienda =1 Trompillo, where some 2,000 farmers
received credits from the Agricultural Sank. But at the same time,
there were reports indicating the gov¢rnm¢nt'omploy ed open force
to remove squatters, or moved in the army to quell open’ V|olence

and disturbances, such as those in the sfate of Lara 19

. ‘A second manvfostatlon of dlscontent by the peasantry ,
consisted of moving into the c;ttes, ‘where they hoped to flnd ‘better
lavang and employment opnortunitnes.- The rural environment was
, becomlng |ncreasnngly less tolerable to the campesino because of

{‘two basic’ circumstances: ‘worsening economic condntions ‘and - the
0perat|on of what has come to be 'known as: the "'demonstration
effect.’' Policy responses to this new phenomenon of ‘rural unrest

‘were wuak uncoordvnated, and ineffective: The government first
decreed an ”Emergency Plan,'' which had two major elements: ' the
initiation of an urban public works plan to provide work for the

~ unemployed; and the establ;shngnt of rural colonies into which'

‘new arrivals could be resett1ed ‘The Ministry of Public Works:

was responsnble for the program.’ ance it was designed under
pressure by 1nexp~r|enced bureaucrats, productivity conssderatlonsk

were disregarded. In the later part of 1936, the recently

'iestab?:shed Ministry of Agriculture proceeded with establishment

~‘of two additional colonies, and assumed admtnlstratlve ccntrol ‘
of the othpr threc prOJects. et : ; oy

Avallable |nformatlon on these flve colonies is lncomplete,
'indlcatlng that they were exactly what they were ‘intended to be--
~ namely, emergency measures to relieva urban unemployment. The
number of people settled in them was relatively small. At most
a counle hundred‘families received land. Schools and health centers
were built in tﬁem. The farmers received a famliy subsady

A year later (1937) in four of these colonles, the government
suspended the subsidy payments and the farmers were given “snde-
pendence” from the offcctal admanistratlon. S :

Thus it ‘becomes clear that the’ agrlculturai colon;es were '
nothing more than policy responses based on lack of: lnSIght into
the real causes that were promoting urban unemployment Using
,leschnan s termlnology, 'motivation raced ahead of understand:ng.“zo
(1t is interesting to notice in this respect, that when Venezuela
faced a similar urban unemployment twenty years later after the
downfall of Perez Jimenez' government, official ‘problem-solving
polncves followed auite similar paths to the ones just described. )
,Also, it is quite clear that the creation of these agricultural
settlement projects was ' romplete!y irrevelant and inadequate
in dealtnn Wlth the serious rurai exodus. BEiod Lad o Ao

b




- 2k -

Another policy response that was a direct outcome of overt

7 public pressurés consisted of confiscating all the propertces of
General Gomez' heirs and of their closest colliaborators. =~ Although
the initial intention was to expropriate outright these proparties
wi thout compensation, at a later date, because of 1cgal objections
and other juridical entanglements, it became necessary to compensate
the owners. The total area of these farms reached 12.36 million
hectares, of which only 120.5 thousand hectares were classified

as cropland. Although the Lopez Contreras government had promised
in its Programa de Febrero that lands of the dictator would be
subdivided among the landless peasantry, except in the few cases
where the campasinos forcefully occupled the land,” no~such massive
dtstr!but!on ever took- place. <

The reasons for thls are not hard to f;nd On the one hand,
the insistence of the government on adhering strictly to legal-
istic procedures precluded any such action, especially when there
were no precedents to wholesale subdivision of government land.
In addition, the rather conservative outlook of decision makers
toward public affairs in general, and abscnce of organized
dlscontent in rural areas, were by themselves sufficiently strong
reasons preventing such a radlcal and unprecedented step.
Campesinos were stlll vnewed as’ :ncapabie of admlnlstering thelr

own affairs :

2)__MNew Polvcnes

The second type oF policy dsrected towards solutlon of the
“'rural problem,' and cnactad during tnese ycars, came to exercise
more laotnng influcnce '

it consifted baS|cally of enactmant of new laws, leading to
establishment of new government agencies. Thus ‘the foundations
were established upon which continuity of official policies was
assured. Since all new agencies came into beung dur;ng 1936-38
and were a direct outcome of the new government's intention to
deal in 2 more or less systematic manner with rural problems,
they can be regarded as the starting point of the rural problem~
solving process that has characterized Vcnezuela 3 concern wi th
tts agricultural backwardncs *

The first of these laws was the new Labor Law (Ley del
Trabajo) of February 29, 1936. Several of its clauses prohibited
continuation of practices on haciendas that bound the peon
directly to the existing owner. More: speclflcally, the new law
made it mandatory that wages should be paid in cash at least
once a month. Thus, the widely accepted practice of paying
agricultural workers with private currencies (fichas or vales)
came to an end. Second, Article 21 of the new law stipulated
that the debts incurred by the workers with the employers for
the supply of food and merchandise on a credit basis . . . have
to be amortized, weekly or monthly, in quantities that cannot
exceed 50 percent of the equivalent of a week's or month's
wages, according to the case.
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With this clause, one of the major powers that the hacienda
owner had in his hands to assure obedience of the. workers--namely,
the threat of wage payment refusal _under the pretext of. cancelllng
- outstanding debts~-was -abolished.. This contrlbutpd to the
weakening of the d;rect explontat:ve system of rural labor, and-
at the same time the much-hated hacienda store lost xts functlon
wuthln thls semi-feudal system. e e ‘ :

o Thurd, the new iaw snS|sted wages cou]d nat be pand in
recraatlonal places, inns, coffee houses, taverns, canteens or
stores' (Article 57), putting an end to the widely-used practice
in haciendas to inebriate the peons on payday in order to even
further increase his indebtedness. Fourth the employer was -
obligated to provide for his workers certain minimum health and
safety conditions. " And last, -the -law authorized the establishment
of ‘unions -and- syndicates, accord|ng to certa:n specnf|C«st|pu1at|ons.

Although this new- Jabor 1aw was enacted prsncrpally for non-
rural workers, it contained the needed provisions to stop many
of the semi-feudal labor. exploitation practices existing.in rural
areas. Erasmus. ‘indicates that abolvshment of the hacienda labor
coercion system was followed by an intensive farm of sharecroppang
employed by large landovners. to insure the. needed labor supply -
during harvest periods.21 This observation probably is accurate
since tenure arrangements of this type were still common for many
years afterward in commercial farm areas where the requirement
for !abor lnputs is not nvenly d:strcbuted throughout the year.

: The seccnd of the nuw laws, whvch influenced rural problem-
solving activities, was related to the abolatlon of the Hinistry
of Sanitation and Agriculture, to be replaced by two new agencies:
Ministerio de Agricultura y Cria (Ministry of Agriculture and
Livestock Breeding=~to be called hereafter by its Spanish initials
MAC), and the Ministerio de Sanidad y Asistencia Social (Aanlstry
of Health and Social Assistance--Executive Decree of February
25,.1936, and. Reglamcnto de la Ley de: Mlnlsterlos of March 1 and
August I, 19363 e ; : :

To the lattur m»ngstry, a new autonomous |nstrtute.was :
attached—-namely, the !nstituto de !alarilogia~-created spectflcally
to eradicate malaria in the country. This institute was another
policy instrument which contributed to national efforts to solve
the rural problem.  lts initial campaigns wera rather simpls, .
consisting basically of free distribution of med!C|nus and drugs.
to people affected by the malady and the drainage of. swamplandsv
close to urban centers. ZSut it also elaborated in a systematic
way health statistics that showed the alarmingly - high incidence
of the disease. :ortal:ty attributed to this disease in 1936
reachad the amazingly hich figure of 154 per. 10) 030/:nnab;tants.
By 12575, due to an intense and. well—olannnd campaign after. 1945,
the dgatﬁ rate of malarta was rnduced to only 0. 3 per 100, QOG 22
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"The impact and importance of the malaria environmental sanita-
tion campaign for the future of Yenezuela's agricultural development
has been of the utmost magnitude. - It opened vast areas of the -
country to human settlement and thus to agriculture and economic.
development. - In later years, these new frontier arcas sarved to
expand a new 33r:cultJral activity free from institutional con-
straints that surroundwﬁ ngrlculturL in thc ‘old parts Of the
cougtry, . : : ST e

The malaria eradication campaian has been one of tﬁe fbw
nolicias that could b2 carrizd out without chjection of vested
intarests, since almost averyone had something to gain. fron it.
1t hecame possubln to formulate the program and ‘to carry out its
diverse ‘activities free from vested interests and group. |nflu¢nces.
Strict technical criteriz were the determinant factors of . _
implementation and formulation. It is srobably for this. reason,
more than anything else, that Malartlog:a achleved such a.

‘dist:ngu'sh d re cord ‘ : : Cagir

The creation: of the %tnistﬂy of Agrlculture (%Ac) in February
1936, was another important step toward the-general rural problem-
solving activities initiated in 19 336, although its effects, in
the long run, have not béen as vssible and impressive as the ones
achieved by’ the malaria eradication campaign. This mlght be due
to the vaguenéss of the problem at which the activities of this
’newly*created agency were directed. The functions of the Mlnnstry
of Agriculture were of a most diverse nature, all of - them sup~
posedly coordinatad in order to achieve -a more- harmonlous and
vigorous development of the country's agrlculture, and at the same
time insure an adequate supply of foods at equitable and just
prices to the producer and to the consumer.;' “s i

' 'Thus, the goals of this new bureaucratic organization were
formulated in the usual general nonoperative terms which are
characteristic of governmental organizations, leaving it to the
dlscretnon<3f the decision maker to interpret these goals -and to
select the most appropriate opuratlonal means through which the
overal? ob;ecttves could be reached \ : - . :

i Jhlle there ex;sted gen@ra! consensus as to the abstract
“goals of “the MAC, conflicts started ‘to arise when the time came
to Spéley them in concrete and operational terms. _But-a greater
problem than the resolution of how to operatlonallze the abstract
‘goals was ‘the lack of sufficient tranncd parsonne! to carry out
~any prOJccts which mrght be selected..~ : :

During the ftrst years of .its existence the effectiveness of
MAC's policies was severely limited by the almost total absence
of trained technicians in the diverse agricultural specialty
fields, There were simply no agronomists, veterinarians and . -
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" other specialists available in the country. that could have scien-
tifically oriented some of the initial programs. To cope with
this:prcblém,*the1new.administration:reorganizedftbeﬁe&is;ingLﬁ
vocational school by revising: the curriculum and increasing its
budget substantially. It also createdAinal938;the:5chgq1swefw '
Agriculture and of Veterinary Sciences, which depended adminis-
tratively on the Ministry's experimental station. By 1944 these
two institutions were absorbed as regular faculties by the Central
University of Venezuela.23 oy S

Right~f¢6mathepbeg%nning,,the‘interqal organization of the .
MAC was' conceived along well-defined specialization-functional
Tines--3 conception which has basically subsisted until the 1960's.
" Besides having had the regular administrative and coordination

offices VFike every other ministry within the public administration
-~office of the Minister; Direccion ds Gabinete in charge of
everyday coordination activities and policies, administrative
direction, and the legal office, called Consultoria Juridica--the
Ministry of Agriculture was organized along the following special-
‘{zation areas: agriculture andicrops, animal husbandry, conservation
of resources, and economics. v o o , :

tnitially, this was a‘b333c~reflection;0f.v}ewinthhebproblems

affeCtthJégricuitureiwithin,aqnecessary specialization framework
of four large problem areas. Thus; animal husbandry was kept .
Sééa?atéﬁ‘frém%ecchomics,’and.sctalsalwas,general~resgurce‘;onserva-
tion and crop agriculture. In later years, as university graduates
of the several specialization areas organized themselves into interest

’rodps—~%heisp“¢élledéca}agibs:de;profesioaalesr*the‘initia]7 -
specialization concept received such a strong ally that several

attempts to break this organization were doomed .to failure. .

" This functional subdivision of tasks might have been justified
during initialvyears of the Ministry, when there were obvious
and severe technological problems affecting agriculture, but.it
has bacome a hindrance during the last decade as problemsselving,
on account of a more 'sephisticated economic structure of agriculture
in general, required a multi-dimensional approach. . For example,
agricultural extension or technical assistance has been the i
responsibility of the'DireacianédeaAgpiqultura-fnenamggqin 1964
~ Extension Direction--but farm management research and studies have
“‘been carried out by the Economics Planning Direction.  Thus, many
‘of the practices advocated by extension agents do not assure .
higher income to the farmer, because the adoption of new practices
implics higher factor costs, but not necessarily a higher propor-
_ tional product. This, of course, points toward the lack of proper
“coordination within the Ministry. - -~ -~ - g

A third law enacted during this period which exercised - .
considerablée influence on the rural problem=solving process in
later years was cnactment of a new immigration and colonization
law (Ley de Inmigracion y Colonizacion of July 22, 1936).
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It was basically.a revision of pravious existing legislation.
Hevertheless, it departed significantly from older legislation in
that colonization was to be regarded as a public utility for the
country, permitting the government to expropriate private properties
for that purpose. Further, this new law became the legal base

for the establishment of .the Instituto Tecnico de Inmigracion'y
Colonizaction (!rlC-«Technlcal Institute for lmm:gratlon and
Colonlzation), created two years later.

This !aw put forth- the underpopulat;on thesis,‘ which con~
sisted of the following argument: Venezuela is a country.abounding
with plentiful natural resources, mainly fertile land. HNevertheless,
it does not have sufficient population to fully take advantage of
this most promising situation. To correct this deficiency, immi-
gration:of Europeans has to be promoted. ‘Their .industriousness
and agricultural experience will then act as. the needed trans-.
formation agent. At the same time, the backwardness of the native
population will benefit from the new productive human elements
through some: type of ''demonstration effect.’! In Venezuela this
reasoning persisted for over a century, and became a de;erminant
,|n the formulat:on of agrarian policies after 1936.

The IT&C came lnte existence by specual pres;dentnal decree
of September 15, 1938, ' The performance of the new autonomous
institute during its first years of existence was far from impressive.
Besides the administration of the two colonies it had inherited
from the Ministry of Agriculture, it created five additional ones.

"By I9LS, the ﬂccomplashments of the lTIC consnstcd of
“establishment and administration of seven colonies, with 2,730
hectares under cultivation and 310 colonists, most.of them immi-
grants, and with a total cost of 8s. 11,524,838.37 invested as
fixed capital in the colonies and in the Central OFflcew Hon=
recoverable ‘investments amounted to Bs. 16,409,831.97.until June
of that year.”?h The previous source comments further that the
settled farmers had a3 debt to the ITIC of over 860,000 bolnvares,
while their properties. amdunted to only Bs. 546, 000. Thus, an
annual: report of the Ministry of Agrlculture concludes that "it
represents ‘a disaster . . , and . . , that it is not unjust to
attribute:a great part of such a pitiful state of affalrs ‘to the
poor adm:nistratlon in the colonies.''25 : ,

. Thns exper:ence w1th colonizat|on schemes agaln ponnts at the
persistent reoccurrence of similar problem-so)vung patterns in

Venezuela-~namely, once the problem had been stated within an

analytical framework and the policy tools to tackle the problem

had been established, no inventory of the available resources

was undertaken in a- realrstlc manner, so that the policies pursued

amounted. bas&cally to paylng lip service to the tenets.
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More specifically, in the case of the "'underpopulation thesis'

‘the financial and admihist?atiyeffesoﬂrCes'needed~to*im§lement"a
broad colonization scheme that would actually bring about the:

‘. expected results within a relatively short span of time were not

taken into account. Hirschman attributes this style in problem-
solving to societies that are becoming conscious of their backward-
ness, and look to the more 'advanced'' countries for inspiration
and guidance in problem-solving methods.: in these societies the
problem~solving path ''is marked by the tendency of motivation to
pull ahead of understanding."29 ' Since motivation outruns under-
standing of the true dimensions and scope of the problem to be -
“solved, obviously the required resources are more often than not
underestimated. Plopd per st I L Bl g

' But even more often it is npot simply a case of resource under-
estimation, but also a failure to comprehend the real causes of
the problem toward which policies are directed. - Thus, the problem
area is conceived within a predetermined intellectual framework
that found its justification in the experience of other nations
and cultures. As a COnsequence;ithe&ﬂé%ibhélrprobiem*isanot~a;)
analyzed and pefceTVed:byfthefﬁntefmé;ragpérienCe‘ahdathe:prEfé
causes that originated it. In the more specific case of the colo-
nization policies, the experience of  Argentina and the United States
were the examples that induced: the problem perception and the " -
solution. That there were scvere 1imitations of an ecological and
institutional content that acted -against the attraction of European
‘immigrants towards the scttlement of Venezuela was simply not -
taken into account nor properly understood. ‘

' Besides thejestabkisﬁmenfﬁoFsﬁéwysgéhciés,'the~L0pe2ﬁ£ontreras¢_
government perp}gated~é”Sériesbe:newxiwaaWhieh‘cteatedraanW§
legal framework for pb%icyﬂactions.iaﬁmoﬁgixhese“hewilaws,sthewrf,

folTo@ingihén‘be‘Cited'asféxampies:of*thé“560pé of the intended:

policy framework: Law on Vegetal .and Animal Sanitation Defense:
(1936); Law on Fertilizers, Insecticides and Fungicides for
Agricultural and Livestock Use (1936),

the Banco Agricola y Pecuario (1937 and 1939), Law on Castration
and Livestock Fencing (1940), and several other minor decrees
legal instruments were sfficﬁiy“edfbrced,imarniwfﬁétauséicffthe:
lack of resources--monetary and personnel--they served as the base

ricuTtural ock Use (1936), Hunting Law (1936), Fishe
Law (1936), Law‘on”Pearl4F¢shing*(¥§36‘ two Laws on Regulating
dealing with specific problem ‘areas. ~ Although very few of these
- of the very complex legislation thatﬁcame*graduatiy?intoibéing LA
after]t’}hoo CER Py S ; e el T

3) Emergence of Pressure Groups

'The third type of QOVernment‘ﬁdricyapursuedAduring«thisrw‘~
period was simply continuation of already existing policies, ‘but
this time in a more intensive manner. fHost of these policies were
directed toward relieving the burdens of adversely affected coffee
and cacao farmers. : - i : :
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- For example, credit activities of the Agricultural Bank {BAP)
were considerably expanded. ot only did the BAP continue to loan
funds with a mortgage guarantee, as during the previous eight’
years, but it -also instituted a new credit line--namely, yearly
production credits with harvested crop guarantee.  Interest rates
were lowered considerably from 8 1/2 percent to 5 purcent., b
Nevertheiess, these crednts had a’ Bs. 10 000 llmit.» o

During 193g the credlt system was even further expanded and
liberalized, by ‘introducing a completely new feature--the Cajas.
Rurales. These were basically credit’ cooperat»ves based on ‘the -
German Raiffeisen system. Their purpose was to make credit
~ available to the small cdmpesrno who ‘could not offer ‘the needed
guarantees. ‘As such,® tney were quite a novelty in the country,
“and very high hopes were placed on them by the spbnsoring lnstltu—
tion, the Banco Agrncola y Pecuario. .

Individual farmers assocuated thems;lves wuth the CaJa Rural
by paying what was considered a'small subscription fee of Bs. -
10.00. Each credit cooperative had its own administrative board
elected by the associates.” They received ‘from: the BAP a'Bs. 5, 000
loan, which was distrabuted according to individual needs- among
its members. The purpose of the credit was'solely for cover;ng
the most essential production inputs.  The minimum amount of ©
3s. 5,000 was ‘gradually tncreased, until reaching the sum of
Bs. 20,000 per Caja in 1944, "The elected cooperative board
assumed the loan Inabr!ity. B A ‘ e

Yhile the government enthusiasttcal}y promoted the establish-
ment of the Cajas, and viewed them as a sort of ‘panacea for’ the
ills affecting the underprivileged campesino, ‘the co-op"- system
as a whole expanded rather slow!y and its performance was dls- o
appointtng. Sl

By September 19&4 there were- 294 ‘Cajas in existence. Their
financial situation was nevertheless very fragile since, of the
Bs. 1.7 million received from the Agrtcultural Bank during that
year, dnly Bs. ;60 OOD was repafd

- By 1241 there were almost one thousand Cajas in exnstence,
but they kept experiencing ‘financial difficulties to such an
extent that the government quietly decided to eliminate them.

The reason for:their failure was. that this European system

- was not the appropriaté cradit vehicle for illiterate Venezuelan

- campesinos. Furthermore, the required administrative sophistication
to manage the organizations was:simply not available in the:country.
State governments, which were made responsible for the Cajas,
neglected technical aspects of the co-ops, and. used:thém for
polttlcal purposes in appountnng governcng boards..
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Another policy that was simply a continuation. of already
existing practices was the proclamation, in December 1935, of .a
coffee subsidy for the substantial amount of 30 mtlluon bolivares.
After this, the number of products that receuved subsndles or .
‘bounties increased rapidly.» Cacao followed, then sugar, cattle,
hides, fruits, vegetables, aleohol, ~-maize, sharkskins and some
forest products. The basic scheme con5|sted of pay:ng a. f;xed

sum per unit exported. By 1937, it was modified, generally paying
a percentage ad valorem bounty on the ‘exported value.  Even some
articles that were not exported recetved ‘subsidy whlch consisted
of granting a fixed sum per kilogram transported within ‘the country
from producing areas to the urban centers. /!'This wave of subsxdnes
came to be considered excessive and very soon it was reversed. On
December 16, 1337, bounties on plantains were abollshed and all
other fruits and vegetables which were exported to the Antllles*”27
Shortly thereafter, all other products substdles, except for coffee
and cacao, were also eliminated. By l9hl a definite differential
exchange rate was established for these two products, the so-called
"eoffee and cacao dollar.” ‘Holders of doller exchange arising

out of the exports of coffee received Bs. 4.60 per U.S.$1 and

Bs. 4.30 per U.S.81 for cacao, while the offncval exchange rate

at the same date was officially. stab|lnzed at Bs. 3.35/U.5.8].
This type of arrangement has subsisted unt;l the 1960 5. with several
modifications. It should be noticed that benefits from the
differential exchange rate do not necessarrly accrue to the
producer because of the existing. markettng arrangements. - Since
the great majority of coffee and cacao producers are small holders
who do not have direct access to the world market, they have to
rely on specialized coffee and cacao merchants who do the exporting.
It is not -known if the full dufferenge between offICIal and

: dufferentnal exchange rates are obtained by the producer or if
some : leakages occur .in favor of the exporter. In any event, . _the
subsidies did not exercise the expected beneficial effects on the
country's coffee and cacao industries. Since 1935, the total
'volume .of these two export crops has been on a constant decline.

The total spent by the governmentnon export subs:d:es between
1035 and 1941 amounted to 122 million bolivares, a substantial
amount in view of the relative smallness of government budgets
of those years, and more specifically, in relation to the budget
a55|gned to the. Mxnnstry of Agr:cu]ture.ﬂ Table =1 1llustrates
the case. , cha - ; .

‘There were basncaily two reasons that" account for the priority
» received by thest two crops: ' the extremely large number of coffee
andi cacao producers that axisted in the country; and the emergence
.. of organized pressure groups concerned w:tﬁ these two products.‘

The Agr|cu1tura! Census of 1937 lndlcated that Venezuela had
218,496 farm units. Of these, 62,673 farms were: dedicated to growing
coffee and 13,495 were cacao units. Thus, roughly one-third of the
total farms obtained their income, or part of it, from these two crops.
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TABLE II 1

VENEZUELA: ASS!GNED ”UDuETS TO THE NATIONAL GOVERNMENT '::f

ARD TO AGRICULTURE:
1935-36 - 1940-41 +
(Hillions of Bs.) =

| Total tational Ministry of  Export

Year Government " Agriculture’ . Subsidies
1935-36 2332 == 300

1936-37 2158 n6 200

1937-38 254.6 14.6 - 22.0

1938-39 335.2 18.6 - 18.0

193940 3561.2 25.5 16.0

1940-141 344.5 22.3 16.0

*Includes after 1938~39 the budget of ITIC.
Source: For national government and Ministry of Agriculture:

MIBISTERIO DE AGRICULTURA Y CRIA, Los Presupuestos
del MAC in 20 Anos, in E] Agricultura Venezolano,

op. cit., pp. 20~21. For export subsidies: R. VELOZ,
Economia y Finanzas de Venezuela desde 1830 Hasta
1545 [Caracas: Impresores Unidas, 1945), pp. 41z,
K17, 421, h424 and h27.

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

product.

This economic importance of the two groups and the general
welfare implications that follow from it were thus already
sufficiently strong reasons to induce the new government to
dedicate a large part of its available resources to the depressed
coffee and cacao industries. ‘
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In addition, after 1936  producers in the coffee and cacao
growing areas organized themsclves into regional associations
which merged into two: large groups: the Asociacion de Productores

de Cafe and the Asociacion Venezolana de Productores de Cacao.
These pressure groups served as grievance transmission 1nstruments
between farmers and the governmant.;~ '

At the same time, the government used these associations as
active partners in policy formulations and- ‘imp leméntations of its
programs.. Thus, a new stylc in problem-solving was initiated,

which also has pers:sted untt1 the present.

Because of the greater importance of coffee and the greater
strength of the coffec growers'' association, it received priority
from the government. The creation of a new autonomous institute,
the Instituto Hacional del Cafe took place by Executlve Decree
of December 6, 1936.
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CHAPTER 3: SOUING PETROLEUM
TO PROMOTE AGRICULTURE, 1940-1950

Transition' to Modernity

‘The decade that followed 1340 can be regarded as the period
when the traditional society of Veneczuela was definitaly supplanted
by a new societal fabric. The country was rushed ‘into the main-
stream of twentieth century modernism in a relatively short period
of*timei ‘The rapidity of this phenomenon of change did not allow
a balanced transition. ilevertheless, thns Iack of balance did -not -
produce major social upheavals. ~ :

The autarchic regime of General Gomez was followed by the
traditional government of Lopez Contreras, which was conscious of
change and introduced neceded modifications into the political
structure. This regime was supplanted by a government led by the
former war minister Medina Angarita, which broadened many of the
existing reforms and at the same time included issues that were
neglected or even suppressed by its predécessor. This government,
in turn, was supnlanted after a short and bloodless coup by a
regime of populist and rbvo!utﬂonary tenets (Accion Democratica)
which not only followed the programs previously established, but
used new ambitious policy tools and systems of its own. |t was
pracisely these now tools and systems that brought about its down-
fall in 1948, The Military Junta that followed the Accion Demo-
cratica regime did not eliminate all of the new programs put into
effect during the previous four years. It absorbed quite a few
of them. Thus, a certain continuity of policies can be observed,
although the political actors in charge of the decision-making
process wére chanaed rather rapidly.

Economic Expansion

In previous chapters, reference has becn made to the main
characteristics of the Venezuelan economy, induced by the impact
of the petroleum sector. Although there seems to have been a small
impact by the petroleum sector on the economy in the 1930's, it
was not nronounced enough to make the Venezuelan economy different
from that nrevailing in other Latin American countries with strong
foreign cconomic enclaves. By the beginning of the 1940's, Venezuela
was still largely a rural society.

Yith substantial modifications in the petroleum taxation laws
in the mid-1940's and thzs pronounced world demand for oil there-
after, government revenues experienced strong increases, initiating
unprecedented changes in the economic structure of the country.
During the Second Yorid Yar period, foreign exchange gradually -
accumulated; building up a deferred import capacity. The postwar
period increased the influx of foreign exchange, and permitted a
continuous risc in ovarall imports without any complications in
the balance of payments, as occurred in other Latin American coun~
tries.
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thile petroleum output doubled between 1338 and 1947, during
the same period revenue from the industry to the government
increased by over five times because of new tax laws. The direct
effect of this increased oil revenue on the &8&€¢0f¢the~é§on9my€‘
was a rise in real income and the overall standard of living of
the population. - The scant statistics avaiiabie for this period
indicate that the per capita income between 1936 'and 1949 increased
by almost three~times,:from-h&Gvbolivares,to,?,Sa@nbelivaresaz

The beneficial impact of the petroleum sector upon the rest
of the economy was reflected by a 20 percent increase in the-pro-

portion of national income added to.capital in 1949 (see Table .
HEE-1). ~

z Tab]egﬂfjnfgh  ;'

 VEWEZUELA: GROSS CAPITAL FORMATION IN 1949
- {Excludes petroleum sector) . .

. Hillions
- of Bolivares. -

£0

1. Hew capital goods in the private sector e :
- (construction not included) =~ - =~ . o B70-0 o

2.7 Pivate gonstruction * . i o oi. s o 7295
3. Increase in international reserves e e B sonon
. Public sector investments ‘ i e Shhas sl

5. Change in inventories -~ . oo o
v Totak A 11;557 2

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

Despite increasing national revenues, total agricultural
output dropped because of stagnation experienced by the traditional
export crops-=coffce, cacao:and cattle. -Livestock and farming -
production for internal consumption-increased slightly, but -

&
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not enough to cover the increased effactive demand, induced by the
- improvement of income per capita. As a consequence, food imports
increased from 1944 to 10@8 by over 500 percent (see Table 11i-2).

CTABLE 111=2

VENEZUELA:  QUANTUM OF AGRICULTURAL AHD AHIMAL OUTPUT
(Mi1lions of holivares at 1937 prlces)

Total e - -~ ... Internal Consdmption

Farm . Agricultural Animal Total Export
Year  Output Dutput - Output  Farm Agrncultur;l“waBEPut
1937 32b.4 2516 72.8 235.6 162.9 88.7
19h5  300.1  215.7  93.h  243.1 k9.7 66.0
1946 297.5 203.1 ah,h.  239.2 14478 ; 58.3
1947 203.8 2054 83.%  238.7  150.3 5.1
1948 335.9 2h4.8. 90.2  265.3  175.6 69.1
1949 336.5 237.2 78.7  278.5 175.9 57.8

Source: CORPORACION VEWEZOLAWA DE FOMEWXTO, Cuadernos de Infor-
‘macion Economica, Ho. 3 (Sept.-Oct., T9LSG) and Ho. &
{Hay-June, 1950). L

Hote: Figures are based on sixteen agricultural and two live-
stock products. Export output includes only coffee and
cacao.

It should be noted that because of thb extremely low income
levels prevailing in Venbzuola,‘tﬁu income elasticity of demand
for most agricultural products was probably positive, the opposite
of that occurring in countries with high income levels. Thus,
an increase in disposable income translated itsclf into a pro-
portionately higher level of erfcct;ve demand for foods. Since
obviously there were rigidities within the supply sector of the
economy, i.2., agriculture in general, the increased effectav;
demand had to be covered by imports. But, at the same time,
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_food prices experienced a continuous -rise because -the government,
in order to stimulate natnonal product:on, had. establ|shed import
. quotas for products that were locally produced. Despite these

incentives, national production did not increase (see Table 111~ 3)

TA%LE !il -3

VEUEZUELA:  PRICE INDICES OF AGRICULTURAL
= AND AHIMAL OUTPUT
(1937 = 100)

. Total  Total Internal Consumption . General

~ Agricultural Animal =~ Total =  Export Wholesale
Year Qutput Output Farm Agrnculture Output Prices
) o , £y | ~+(1938=100)
1936 100 100 100 100 100
1545 1314 135.3 132.6  131:4 1315 135.20
1946 165.4  132.6 155.0°  162.4  173.0  137.10
1947 209.9  167.7 197.2  203.3  227.9  155.68

1948 216.2  257.6  227.%  203.9  247.6 164,61

Sonée: Same as Tablb lll 2 For General dholesale Price Index:
BAMCO CEHTRAL DE’ VE%uZUELA Annual Report for 1949,

Sowing Petroleum

__The fact that the Venezuelan economy was undergoing obvious
changes durlng tHe early IQQO s, ‘With |ncrca51ng weaith of the
. government and ‘the failure of agrlculture to suppiy a rapidly
' expandsng internal market, brought about a development policy’ that
had as its essential objective. the use of the vast resources
which were received from the extraction of petroleum to impel the
rést of the economy. The po?icy became spec1f|cally known as
'sowing pétroleum (sembrar el petroleo) and acqu1red an almost
|deolog!cal meanlng ’

Syt g
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This policy, already initiated under the governmient of Lopez
Contreras, centered its attention on both farming and :industrial
production. ievertheless, major emphasis was placed on the tradi-
tional cGconomic activities of agriculture and stock-breeding,
because of the widespread belief that the petroleum industry had.
brought ‘about their stagnation. These two activities received

‘ preferential treatment, and the restoration of -the nation's agri-
culture undoubtedly became the principal topic and concern of -

all the governments during the 1940's. -~ =

The ideological formation and background of the 1940 governments
was very different, but their basic concern with the agricultural
problem and the policy continuity of approach toward this problem
area of the economy uidoubtedly lends support to onc of the basic
¢ontentions of this research--the almost pervasive concern of -
Venazuelan policy makers with the stagnation and backwardness -of
its agriculture. Yithin-this general -agricultural stagnation
framework, the agrarian issue and the interlocking question of
widespread rural poverty, moved to the forefront of public discussion.
Vhat ‘probably. is ‘'of more significance than anything clse during -

- this period is that three agrarian reform bills were passed. The
first one, under the auspices ‘of the government of Medina (General
Isaias Medina Angarita followed Lopez Contreras to power), was.

to be eliminated by the succeeding "revolutionary' regime of
Accion Democratica. The second law was approved by Accion Bemo-
‘cratica three years later. ‘It is a curious coincidence that

the two governments that sponsored these agrarian reform legis-
lations were removed from power a few months after the bills were

* made into Taw. The third agrarian reform bill was enacted by a

military dictatorship that was conservative ‘in- its outlook toward
social problems at large. These bills will be examined in detail
later. " B L e tr It B I LT I S Y PRSI :
Three basic features characterize this period in relation to
agricultural policy questions. The first was reliance on already
existing legislation and programs to promote economic growth.
Second was implementation of new schemes that were in great part
‘introduced under ‘quidance 'of foreign advisors. - And third was the
large multitude of programs pursued, many of them with an air of
experimentation. ~Yost soon faded into oblivion. SRR

"It should be kept in mind that the concern with Venezuelan .
agriculture was primarily motivated by its inability to supply. -
a rapidly widening internal market with food products. The fact
‘that the increased market did not stimulate farm output gave rise
to'the belief that somehow there were factors of ‘a structural
nature that acted as bottlenecks impeding anormal reaction.

© - This undoubtadly: permitted the agrarian issue, i.e., wide-
spread rural -poverty at subsistence levels, to receive the attention
it didy and ‘not ‘be relegated to a secondary level! It was within
‘this problem-conception’ framework that ‘‘reform=-mongering activities,"
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as Hirschmann calls them, were openly pursued in order to change
the 1nst|tutional structuru underlylng agrlcu!tural stagnation.

ay 1940 supply capaC|ty of the ccuntry S agrnculture was
rapidly deteriorating. Increasing demand for almost all kinds -
of agricultural products, induced by the constant rise in real
‘income and the expanding cities had created a major dssequlllbrsum
never bafore experienced. A transitory balance of payments. -
difficulty in 1941-42 worsenad the situation, when pending |mports
of some staple foods by the government fell beh:nd schedule. The
rising shortages drew public attention to |neff:cnencnes of  the
agrucultural productlon process‘ ‘ Ba o mia Sy DR

" The govcrnment whnch untll then had adooted a rathsr pass:ve
attutude toward market mechanisms for food products, became slowly
involved in all kinds of commercialization schemes. By l?hé it
was thc chlef dlstributor of agrlcuitural commodntces.,g

Aiso, concern over lncreasung nmports cenV(nQed pollcy makers
of the necessity of developing programs aimed at .import subststution.
The first specific programs came into existence dur:ng these years
" with the objective of ;ncreasung ‘the supply of products by raising
average yle!ds. ; : i

The gradual technlfscatlon of. thu government s personnel made
it possible to conceive thesa Drograms along modern l:nes,vborrow1ng
bxten51vely from the experience of other countries, . The operative

sequence of these specific yield-increasing programs was more or
less the following: pilot areas were established where experiments
‘took place, testing different seed varieties, fertsllzers, culti-
‘vation methods, etc. The results were then made known to commer~'
cial farmers through the small extension service.  For certaun
crops, credit was even made available, on condition of close super=
‘vision by the technical personncl of the program.  Hevertheless,
these schemes were rather limited in scope, since technnc:ans were
scarce and so wers othcr resources assrgned to them.’,?

It was also dur:ng this perlod that the flrst fore;gn technlcal
assistance became available to the country. For several of the
above=mentioned programs, foreign technicians were directly. con-
tracted by the government, while others were provided dtrectly by
the United States government upon special request, such as the
Soil Conservation Mission sent by the USDA. Although the work .
performed by these experts was of great value, their |nfluence was
‘not very lasting. [In 1948, the International Basic Economlc Cor—
poration, a Rockef;ller*sponsored phtlanthroptc venture, established
the Consejo de Bienestar Rural (Rural Welfare Council) in Venezuela
with the specific aim to promote, as its name indicates, the general
welfare of rural inhabitants. The work-undertaken by this lnstltutlon
~came to have a-profound and: lasting influence -on the country's.
agriculture. Effects ranged all the way. from establtshlng new
services within government agencues to. undertaking basgc economlc
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research and’ lnitlatlng specific’ programs, such as ‘a tractor drivers
school or a feeder road program.: : , . _ ,

Pressure groups at this tlme Had a rathcr I:mlted ’nfluence
upon’ the gbVernment 'S pelicies toward' promotion. of more intensive
investment in agriculture, or cempettng among themselves for the.
state's resources. The special’interést groups existing at this
time were small in number, their poiucnes were ' not very cohesive
and well-defined, and:most of the time they:suffered from
financial difficulties.‘ Had it not been for direct government
f55ub51dies, they might not heve existed, ‘Their basic demands upon
the government revolved around obtaining credit for their associates,
and little concern existed for other types of services from the -

off:cial sector.

!) Specnfic crqp and yieid-increasing_prog;ams

Two early programs cehtered around ‘¢otton . and sugar cane.

" The first was- initiated in 1939 and the'second in 1943.29 At
later dates, stockbreeding, rice, and sesamé followed. Desplte
these programs, imports of these products increased” throughout -
the 1940's and even into the 1950's. Thus, in terms of import

;substitutlon policy, these campaigns did not brlng about the

fexpected results. § : s

lt ‘is of S|gn:f|cance that spec:Fic problem-Solvnng activﬁties
durnng this period began to acqucre a scientific appreach mode led
after: the experience of ”more ‘advanced" ‘countries. In this sensé,
- Venezuela took the first timid steps to lmprove the. technological
“*'backwardness’ of |ts agrlculture through models that obviously had
been successful in other nations. Initially, all of these programs
were sponsored by ‘the Ministry of Agriculture. ‘After 1945, the-
Corporacion’ Venezolana de Fomcnto became involved in-agricultural
deve]opment, and ‘as will be' seen, |t also relled heavuly on :

"specific crops™ programs.r‘

2)m Tnb capltal shortage conccpt as a pollcy determlnant

Probably ‘the strongeSt concern durung the 1940‘5 wnth the agri-
cultural problem revolved around: cap|tal shortage. lnsufFICIent
output was largely attributed to  1ack of funds requvred to increase
total prqduction.( As" governmcnt revenues |ncreased, so did the
‘granting of ‘government credits for angCuiture.‘ As a matter of

“fact, the capital made availablé to farming’ during this 10-year
period recached unprecedented amounts. This gives the impression.
that technological backwardness was lardely equated with lack of
financial resources.

The generous credit assistance given to farmers during this
period was usually conceived in terms of technological functions
of the "advanced'' countries where capital intensive inputs, i.e.,
machinery were predominant. It was assumed that credit recipients
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. were capable of employing the capital put at their dlsposal in:en
efficient way. The result of this attitude has. been a large
indebtedness of farmers to government lend:ng agencnes.

Paradoxncally, during thls peried when the agrarlen reform
issue was openly debated, the ''evils'' of the latifundio system.
were also singled out as contributors. to backwardness,. But svnce
the adverse cffects of the latifundio were not spelied. in
specific terms, it was. possrble for large, lnefftCJently managed

estates to.receive generous credit grants. -This points to a.
certain overall . ambiguity in agrncultural policy fcrmulation whlch

can be attributed largely to. 3nsuffgc1ent insight. into the root
causes of  the problem.;i, e e N

The emphasis on the need for agrvcultural cred:t was reflected
in the lending policies of the Banco Agricola y Pecuario-and:in
the substantial increase of loans that were granted throughout the
1940's.. When the performance of this institution.was seen as
tnsuffucxent, the. newly-created (in }9h5) Corporacion. Venezolang:
de Fomento (CVF), an autonomous development agency, also granted
agrlcultural credétf o , . e Sl

Untu] l°36 the Agricuitural Bank (EAP) was almost excluslvely
concerned wi th coffee and cacao farms. With the overall political
changes that took place in that year, its lending policies were

- liberalized, making available productijon credits in constantly

* increasing: amounts. Yhile. availability of credit up to. 1940 was'
still scarce; thereafter ever—larger ‘amounts became avatlable,
Between 1940 and. 1945, the total amount of credtts granted by.

the Agricultural ‘Bank trebled, reachrng a total of; almost 34 mtll:on
bolivares. For the follow;ng six years. the bank lent out a tota}

of Bs. 476 million, or roughly three times the total. of the. .
previous five years, . ith the appearance of . the CVF. in 19b6,ﬁthe
supply of. agrncultural credit was. aven further |ncreased.»~The
emphasis, neverthcless, of the Corporac:on S credlt program was
~on large commercial farms (see Tab!e f11=-4).

With establishment oF the Corporacuon Venezo?ana de Fomento,

a clear-cut specialization of lendlng activities took -place. An
agreement was reached, with the Agr:c 1tural Bank that the new.
- agency ‘would specxal:ze in promotlon of large “productlon units'

and would handle only individual credlts above Bs. 25,000. The
BAP, in. turn, would concentrate on smaller farms, requlrnng short~
'term credlts (up to one year) to cover productton costs. "No money
was ]ent out to these farmers for. |nvestments in f:xed capital or
for the purchase of maqhonery.ﬁ,, L e P 5

[Pl



TABLE 1114

= vEﬁEZUEtA AGR:CULTURAL CQFD1TS GRA%TED FROM 1940 70 19
R (Thauaands of bo!ivares)

E— % = e, : [ -
R - h»‘-‘.-,.--_aw s i s - N .

Doy i Agracultural Bank (Bﬁ )‘% Do Bt S
Year . Hortgage Productlonl ”Campcsinos‘2 Su5 totai _C‘V'F3f,’_Totaii Index

T D

s W«@ i

oo 697 9&27 E0H mmmnm - 10, 59!» ceme o 10,590 m_o :
19k2 1156 U824 . o =ea o 170630¢  =-= 17,630 0, 166 -
1943 . 1,937 20,154 j.p L mem 22,091 = 22,091 ]203
194 . 4,500 29,595 . o === o 3k,0950 === 34, 095 322
1945 . .28k 31-»."0943; e Rt 7‘? 33,8377 --- © 33,857 320
196 T T 3,318 0 L 83,7167 L g el L L7, 029" 5,847 52,876 Bk
197 ) WAE L 7h291 - 0,169 81,908~ 25,330 107,298~ 1013~
1948 ~ ; 2 127 71015894 112,020 11650417 19,9197 135,966 - '(1283
1949 "0 -Lo2,246 0 107,38K0 0 . o --f-i:;‘ S 1096300 59,8130 169 443" 1599
1950 & - o o ?. Ook o »_]‘99 1&34 et SR Ak 1,37 7] 1*39, u2 876 ‘735

L

Refers to short tenm (one yéar) productlon cred:ts

2“Gampesrno Credlts“ were joantly admlnistered by JAP and tha lnSt:tuto Tecntco de lnmigraclon;it’

y ColanizaCion fjh : L( 1~u‘v ( AR LAH o e -

3Refers on!y to ereduts given for farmtng acttvitjes

§gg£gg_~ For BAP Yearly Reparts (!niormcs Anuales del Banco Agrlcola y Pecuario) &
' For CVF: Files of Oficina dé Estudios Especiales, ‘Corporacion-Veénezolana de Fomento.
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Setween 1940 and 1945 the Agricultural Bank handled yearly
between 6 and 12 thousand individual loans. Thereafter, up to
1948, the yearly number of credits increased substantially reaching
a top figure of 31,203. Yith the overthrow of the reformist
Accion Democratica government at the end of 1948, lending policies
of BAP became:-more cautious, and the number of credits given out
yearly was reduced to almost half of thn 1948 figure.

- The stagnation of the agr'cultural sector, .as a matter of
fact, came to be regarded jor natfonal calamity. Even the
sedate Hinistry of Agriculturedc Med for “a radical transformation
of its system,“ in order to give agriculture its '‘former dynamics.'30
:Availabllity of capital in th; form of credits, became regarded as
‘the most expedltious alternative to 4 ”klcultﬁre mQV|ng again.

,'i} The main reason why native was chospn was that
government revenues' increa ed substant:ally after the reform§
of- the petroleum tax laws of 1345 and 1946, In the five years
‘between 1945 and 1950 'tHe ‘govérnment!s . income doubled. =
-Expenditures- in agriculture Cohsequently registered pronounced
‘|ncreases. This can be .0 sefved in Table I!l-5. ;

e But, overcomlng stagnation was not only a qgesticn of makxng
;capatal available for ‘agriéultur: Iend ;actlﬁjties.( Since
-agriculture waSrtbchnlca1 : rms of obsolete :and

“tradi tional methods empioyed"whicb ‘résilted in Tow phys¢cal yields,
wthesermethods had to be fmproVed  The easiest means to do’ this,

1t was thought, ‘would be to introduce more capital antensive.pro~
duction methods. These inputs were regarded at that time as mainly
machnnery. fﬁAP and CYF imported large quanttties ‘of farm mathnery,
“to be: sold at almost cost prices. Mechanlzation of agricu\tﬂre i
becam@ regarded almpst B ia»dOQma. Ll P ke

ﬂ; Hithunxthis conceptuai framework of stagnatioh and the need
“For more cagxtal other alternatives such as research and .extension
‘received lower prlortty. The agency in charge of these two programs
‘was the Ministry of Agrlculture. From Table kils -5 it can be observed
‘that of the'Bs.:847.5 million made ‘available to: rlculture through
‘the national budget from It : éﬂ?y 270,5 million bolivares
were received by, the Ministry, 1 is Qt@ 32 percent.
xThereaare presentl% naafagu es awailabie as to,"he exact amount
budgeted for regparch and extension activities durtng those five
~yearse. One ‘source /indicates that between 35 percent and L5 percent
of its budgeiary aSSignments were spent on ”programs“ and ''per-
sonne+ "31 “Yhile these two: items do- not: necessarily indicate that
they were exclu5|vely ‘dedicated to: extension and research programs,
“they do |ndicate the smallness. of funds' assigned to these two
prognams. Without doubt, extension, research: -and vocational train-
=4ng attiv'ties 1ncreased in number and in scope, but theur increase
was m&inly due to additional funds, and not due to a new policy
approacﬁ foward the problem. in relation to extension activities,




TABLE 1115

 VEREZUCLA: ‘.ATI’)&AL aovm* USGETH AND ITS ASS!GE"rtE TS 70 AGRICULTURE
ik ~is t0.1950-51 L e e
("“'"0"‘* of: ”"‘Wares) ERLE s Fool sl

Budget - %atlona! 4 3 N . - lotal -
vearl ;;; Budget CTIC BAP, M&Q;ﬁ;, M0P2 [ CVF3  Subsidy  Agric. Eudget

- i
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™

: *Re*ers to decfeed budget and 1ts modtfncations whuch nnclude additional a551gnments
(credixos adlcqonaies) b N R

}Budget year began July I and unded June 30, ff;:j ‘ . \ e
errlgation investments were undertaken by the Mlnlsterio de Gbras Publlcas. E N

. 3includes all: funds' budgeted for agrlcultural development.whlch sncludes farm cred:ts, agrt-
cu!tural machlnery, and processnng plants—-ma|nly sugar ml1ls g ST o S

hAssugnment to the Instntuto Agrarlo Nacnonal. tTIC was @lnminated ln that year.v

Sdurcew MlNlSTER!O DE HAC!ENDA Dlreccion General de Presupuesto, Year!y Budgets and lnt»rnal
S Files. : . . : -
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it is interesting to note ‘that by 1944 only thirty agencies*were‘
ope;atmg in the country. By 1946 their number had increased to

Research programs were sma}l 1ackud direction and received
little attention. Their basic aim was to reduce cost and
|n¢rease yseﬁds of a few staple food crops. i ;7 ;

Lo v :
f? The educat'on of taghn:c&ans foryagr:culture‘ s a1so handled
by “the Mlnlstry of Agrlaglture. Th|5*4ncfuded uni&ersr@y training
and vocatnonal schools for extension and home demonstrat:on LN
agents.» The number of r@grstered students in the Mlnlstry S &
spepsored schcols showed an, increase durlng these,years, especially
from 1945 to- 19h7 For |ns¢aqge,rin 1946 there w Fe' 2,742 students
enrolled in: themfour educational ;nstvtutrons ‘of ihe«Mtnlstry.

By 1947 their number almost dounled, reaching 5, 733. 33 Uhrle:some
of these flgures might seem impressive, the fact remarqs that -
pragrams directed at improving the quality of human capital un
agriculture received low prxowrty.: As-stated by theﬁflrst 4
Minister of ‘Agriculture’ in 1936 the requlred basac stimulants

to combat the staanatlon of‘agriculture were.;f“téchnolbgy, credlt
'and populatnon, the sav&ng tr;logy OF our xmpover:shed economy

ek & E b r

3) The Corporacion Venezolana deﬁfomehto =

Thé “thesis of captta! 1mpover|shment“ of thé country s agr:—
culture and the imperative need for its correction bgcame most
clearly deflned in the programs of the Corporacuon Vénazolana de
Fomento. The Corporacnon Venezolana de Fomento ca vlnto being
in‘May‘of 1946.% - 1t5 overall pgrpesb was to lngrease natlonal
: productlon in aJl of its aspects by promoting and developrng
economic acttv:tte§ which were necded to accelerate overa!i
development of the country**”taklng advantage of the great natural
potentz@l wealch of the ;ountry not yet eff:cientﬁ& used H35:.

o Its Jurldical status was one. of an au;onomous lnstttution
of the: ‘government, ‘freeing it- from the .many bureaucratic procedures
to which regular gqyernmgntal agené|es ‘were tsed.i~in this way,
a more hxpgdntuous and f1ex|ble polucy could be pursued

bs.$30 mul1sbn thﬁt had been lent\
el Fomento de la Producc:on (a orecbdung agency) and the former
Gomez properties administered by the Administracion de Bienes .

Restituidos:” (io value is given for them,) Further, it was §¢
funds from

&stablished that it should recalve yeagly %dditton
: the natlonal budqeg 36 e =

!t ongaged |n«thé managﬁment of compahles whtch It had re-
ceived from the Administracion'de Biends Restituidos, such as a
sugar mtll, a slaughterhouse and a.dajry. It prometed new |ndustr|es
Jornt!y with private éapltal aﬁd managad them inttrajly as a
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holding company. 1t granted credits for agr|cultural and industrial
production.” It occupied itself with regional and urban development
schemes, promoted large~scale farm production cooperatives

- (Comunidades Agrarias}, invested in existing banks; developed a
rural electrification sc heme, and produced a substantial amount

of basic economlc research B R L RN

Yhile it purSued a tru!y staggerlng ‘amount of different
schemes’ and activities during its initial flve years, agriculture
‘received top priority, while in later years, after‘lqs3’or 1954,
it concentrated more and more on industrial development

~ The agrtCultural pol|CIes of the CVF were enuncrated as EE
follows'37 o : :

1) To stimulate settlement of the countryside by promoting
the return to rura! areas of experlenced farmers. '

2) - To promote ”1arge economic production unnts“ whuch would
insure an adeguate supply of farm commodities that were in obvious
deficit. These units could be of two types: ~commercial farm
units managed by individuals (emgresarios), and production coopera-
tives--later called Comunidades Agrarlas--tn whlch small farmers
(campesinos) would be settied : :

3) To cooperate wnth the IT!C and 8AP in matters related
to agrlcultural credit so that available funds ‘would also reach
the campe5|no. e ; , ‘

The lasting influence of the CVF on future policy formuiation
can be found in its initiation of development schemes centered.
around a specific “problem area'' in which capital'investment"
received almost all the attention, disregarding management questions
and realistic appraisals of implementation procedures and problems.
The policy procedure and approach was based on the firm belief
that any problem could be overcome by "injecting'' capital into it
on a large scale. It was assumed, 3 priori, that managers of -
resources were going to optimize, Programs framed within this
context have not been'at 211 the most efficient way to reach the
proposed objective. ﬁ]though ‘with existing information, it is not
possible to evaluate thie economic returns that flowed from the
projects pursued by the CVYF in the 1940's, the fact remains that
many of them were discontinued shortly after their initiation because
it was openly recognized that they had insurmountable difficulties,
or that many of them did not reach the goals for which they were
put into operation. Probably only a government as wealthy as the
Venezuelan one, with its almost inexhaustible inflow. of cash,
could absorb such costly experlments |n strnde.
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- Despite inefficiencies in CVF programs, they permitted for
‘the first time in Venezuela the access to long=term credit

capital by commercial farmers. In this sense, the CVF's agrlcul-
tural programs contributed to establishment of a new class of °
farmers who were not tradition-bound. Their main motive in - -
pursuing agriculture was to obtain prof1ts. In pursuit of this
motive they were willing to absorb new and scientific,techno]ogy.f
It has been said that this highly profit-oriented farming was
_exploitative in its orientation because little: xegard was given
to the conservation of, the land. . The fact,. nevertheless, remains
_ that through the farm programs of the CVF a vast new agricultural
frontier was opened which==aspecially in the state of Portuguesa--
became in the late 1950's probably the most progressive farm area
of the country. These new regions acquired a new economic structure,
free from the vices tnhcrent 1n the old latifundla agrlculture.

”There can. bﬁ no doubtr~however, that the development programs
of CVF have exerted a profound 1nfluence upon the agricultural
economy of the nation and it is evident that the present volume

of rice and sugar production would have»been nmpossuble except
for the pro;ects promoted by CV€ “33 Sd wdeay o e

. The Venezueian expﬂrlbnce wnth agr;fuiturai'deve10pment~in»
the 1950's demonstrates that avaal@biﬂjtyaofscapitalzainne does
not lead to econcmic revitalization. The root cause of poor
economic performance is the absence of ‘institutions and entre-
preneurs that would have put capital made available by the public
sector to a more productive and intensive use. The lack of
realization by policy formulators and the polity in general of
the necessity of stimulating formation of new institutions which
would optimize resources put at their. dlsposal is probably the
main reason for failure of Venezuelan agricultural policy. Yet,
it would be difficult to create such snstltutlons in: a short ftvm
or ten year pprlod s S , ; P s

Three Agrérian Référﬁ'Laws

‘ The- wndespread concern w1th the ]and |ssue in Venezuela durlng
~;the 1980's left deep. ampressnonswon subsequent policy formulation.
To the governments of these years, the solution of the agrarian
problem was of utmost importance; and stood at the forefront of
th»tr mregrams.« g fgﬁ:u LN S e

sy i e
The approach to; se%ve ;t was centered around enactment @f
comprehenSIVC agrarian refarm bills, but none of these was
implemented. In a period of five years,  three . different: reform

laws were passed and severa] other minor legislative acts concerned
‘with the agrarian issue were approved. It is worthwhile to point
out the main features of these legislative laws and acts and to

indicate their snm:laretles and differences since, in general terms,k
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- they show-how the agrarian:issue was conceived and handledi It

should. be kept in mind that the three agrarian reform-laws were-

- passed by three govbrnments whose: basic ideelogucal tenets were-
1~qu|te different. SRRORE 15 N A . .

The first of thgse Iaws was bnacted by the progressnve Medina
regime in 1945; the sccond agrarian reform law of 1948 was decreed
by ‘the:reformist-government of Accion Demecratica, which also

“passed: theé Legislative Decree on-Rentals and Eviction from Ruratl
Prope?taes in. 1947; and the third law; the Agrarian-Statute of
19#9, was implanted by ai ccns»rvatsve mtlftary dtcxatorshlp 39 -

’ Meverthele,ss, only one: cf these laws was sub;ect to consnder—
~able publie controversy-~the first. one passed by the Medina regime
in 1945.. "A very special effort was required by the pro-reform -
government. to maneuver-the:agrarian reform bill through a conser-
vative-dominated Congress. In the process Medina lost. the support

~of his own party, alienating large landholders:and military .

rofficers of.the Tachira cliique. There are some who believe approval
of -the Agrarian Reform Law of 1945 was one of the: basic factors:
~that led to the downfall of President Medina during the same year.

The other two' laws, the ones of 1948 and 1949, were approved -

wi thout major controversy. The first of these was practically

rubberstamped by the AD-controlled:legisiative chambers, and the
asecond ong- camc tnto belng by decree of the Mtlutary Junta.

All these laws -are. characterlxed by lack of preconcelved dagma
and are basically very pragmatic. Their congern is not so much.
with expropriation of inefficient latifundia, but with creating in

“Vehezuela a viable family-type farm structure, distributing unused
~land more equitably and promoting more intensive output of food-
stuffs. .In.two of the three laws {1945 and 1949), the granting

of production credit was viewed as an essentlal element of the »
reform program. & Frien ; e o

The Taw - of 1948 stated that one: of :ts main obJectives was
"'to promote progressively ‘the social and:economic emancipation
of the peasantry'' who should. be endowed. with :land: as recognized;
by the constitution. This is a clear reflection of the rapidly
increasing politicizatlion of rthe rutral: population through. the :
Confederacion Campesina de Venezuela: Only the law of 1949, makes
speci fic among its objecttves the solutjon of: tenure conflicts
between renters and-owpers. = . SR SRINNEE E TR

The three laws view the reform as a centrally administered
program’ through an‘autonomous: institute (Instituto Agrario Nacional)
with broad powers. In'a typical Latin legalistic mannet, con- .
‘giderable spaceis devotad to the structure of the exgcutive . -
management of. the institute, svecifying: in detail attributes:of
- members of the'directorate and. executive committee. The 1948 law
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specified that among members of the di?@@torate die répreSénEation
should be: given to FEDECAMARAS and the Hational Workers Union: ¢
that contfels the majority of- the peasant associations. FEDECAMARAS
is the nationwide association combining all commercial, industrial
and agrscultural chumbers or spbcaal uconomlc 1nterest groups

“in the country f“‘>' LgJ‘ & T

“in regara to the' land Sbléctbd fmr agrartan refcrm purp@ses,
thé ‘three  laws stated that expropriation could only.take place if
no public lands ‘were available in the immediate vicinityof the
residencé of patitioning peasants: <if it was not available and
“expropriatlon oriority"! was |ndtcated only productive land could
'be used for: the reform. ~To be c@néddered in the first term for
- expropriation’were large uncultivated farms:  in the second térm,
farms that ‘were managed by absentee landlords, and in. the third:
“teri; farms: managed by obsolete’ techniques or. cattle-enterprises
- on’productive’ agrsculturak dand. Nevertheless, owners of expro-
priated farms could keep 'a portionof their: holdangs, the size of
“which varied according to soil type, from 150 hectares for Yfirst
‘class agrtcultura] soils! up to 20,000 hectares’ fer,“thtrd-gfada
-“grazing lands.” “in all of these: laws; land was. classified in two
broad categoriss: farm land and grazing land. VWithin each, .
three land classes weré defined accord:ng to . aya%labtiity of
water and rainfall. ‘Allof the laws streSSed ‘that before expro-
priation takes p!ace, 4 friendly- agreement. should be- reached with
the owner as to the price of the property. 1f this was not :
 possible,- expropria&ion was to: take place through protedures ‘

\‘establ;shed in the L" fof ”ubl1c~Utiﬂitv. w‘5~ ;:s minie

Thewl?hﬁ 1»g|slat;on vari@d cons!ﬁerably from the Dthei°
in reqard to payment procedure for cxpropriated farms. An: ”a@rar:an
debt'! was authortzed allowing the! Agrarian Institute to issue .
bonds. ~ Threz types werce:specified ‘ini terms of yearly:interest:
rates of 3, & and 5 percent, The amount and type. of:bonds g&v&n
to exproprnated ownars varied according to the total value of the
farm.” Thus farms valued at less than Bs.. 100,000 were to be paid
in cash, - Prdpertues ‘wor th - more.than'a million bolivares-were:
to be' compensated with Bs. 400, 000 in cash, and the remainder in
i Qype“ bonds that yiclded only 3 percent yearly. The amount .in
cash and type of bonds paid for farms varied: accardtng to 4ts
“total value. This aspect of ithe 1948 law i
opefative flexibility not found in the other- I ons
the Law of Public Utility states that expropriatioﬂs for ;he
common good have to be paid in cash., :

o gy 7»"}':‘*3‘ Y f eriag

o -¢H;AIT three Iaws reflecteﬁ the coneern thet- existed ;n Venezuela

durtng those years with the' sluggish output: of agricultural pro-
duction. Thus ,. they all. included a -section of guarantees aga:nst
exproprlation of efficiently-run large-scale farm enterprises -
“recently established.: To these, certificates against exproprtatuon :
~ could be granted that would protect the owner up to thirty years,



- 50 -

with the possnbilaty of: renewa! (ConCusnones de lnefectabnl:dad
temporal) : : e Lt e b

The three reform laws ware dgeply concerned wnth the organi=
zation of farms: to.-be: created thrqughvthe,reform,t,Ajl of -them
stressed that before:proceeding with establishment of an agrarian
reform project a detailed feasibility study should be undertaken
and a gpneral developmert p!an should be carrtbd out. .

» Farmers that were: to receive }and had to petttron for »t
either individually or :n,groups.;«The,lBéS law stated that the
netition had to be carried out through peasant associations. Once
the farmers had:been settled, they were to choose an administrative
committee from among themselves that could represent the interest
of the group before the Agrarian Institute.s The Institute was to
© appoint a technical director in each project who would see that
production was carrsed out effacaently. R :

Hhale the 19#5 and 19h9 Iaws stressed establtsnmcnt of
|ndxv1dual property in ‘‘centers, units or colonies,'' they did not
explicitly exclude communal property. The: 1943 Jaw made specific
reference to-it, indscattng that comunldades must have a size of
at least 500 hectares, and that all the Teans of productlon had to
be collective property..Profits were to be distributed propor-

- tionately. accordnng to~each member ‘s effort and work dur;ng the
year A S TR b : ST I SRR SR

All of the laws made a specaftc provzsson for establ:shed
squatters, either in public or private lands.. On these,‘fracclona-
mientos comunes were to bo~created to legalize ‘the squatters
pl‘opurty. CEROTET M e s - . - .

Only the 19%8 ]aw establlshed a max»mum size for the newly—
created farm, varying from twenty-flve hectares on f'first class'
agricultural.soils up to 2,500 hectares on poor. graZJng lands.
 The other laws -indicated that the optimum. farm size had to vary
~.according to local :conditions, such that: all\of the labor would
be provided by the family -of the beneftcnaryfv ‘The 1945 and 1949
legislations stressed that-land was to be granted only to ''capable"
persons. SR

( Parcels created through the reform were -to be sold. - Payment
could ‘take up ‘to-thirty years. Mevertheless, all the laws did not

exclude the possibility -of granting land free of . charge. The

1945 and 1949 legaslattons stipulated that whlle land was being

paid for, it could neither be mortgaged, nor sald Transfer .

could take place iny<w1th authorization of the Agrarnan Institute.

.. The 19&8 land law -did.not xnclude clauses dea g with .this question.

It stated only that craps, machtnery and Iivestack could be mort-

gaged by the benaficiary of the reform. .
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A1l of the laws Luglqdeé a long list of qua1af|cations for:
persons petitioning for land, such as having no landed property
or owning insufficient amounts of it, age limit, possession of
" no more’ than' Bs. 10,000 in capital, ‘etc. | The 1345 and |9h° Iaws

expl:cutlyfstated that forbignérs ‘hadi the: same raghts and :
: ’ 4a§ Venezuelans undér th@seuﬂaws b 135y

Fanally, only the 16#9 Iaw dcaﬁt extaﬂ&ﬁvely wnth thbk*r;w
solution of conflicts between tenants and landowners. In general,
it put’ sewere Limitations on sharecroppuhg“arrangenents -allowed

the IAN to regu1ate Iand rentals, erhntted evsctjons on]y*undar

W4thout doubt, the thrce agraraan reform aws are- ebvuously
qutte similar’ in‘%pnvit and ‘in drafting each ofi.them the previous
law was taken into account. Hevertheless,. ‘the 1948 legislationm
contained elements that would have made it more flexible in
questtons dealihg w1th expropriation.  None. of the laws were
 designed to effect: a quick and radical ‘transformation of the
Htenure strUcturb of the!country, snnce manV?safeguard clausus

Qegardfng the Legislatwn S

from ‘Rural Propérties bf 1947, its real ~Vgnif;canﬁe is not easy
to interpret. The decree was published at a time when the rural

syndicate movement was raptdly becoming a major political force,

and’ obvnousty “the ‘decree came Into ‘existafce as an instrument to

 nized for the first

' most unusual circumstance os; not al

placate peaééntfleadurs whiTe the 1948 adrarian reform law Wag

being drafted. :The legislation had ‘two basic aims:u .
eviction of renters, sharecroppers, and squatters from pﬁivaté
land, to !freeze!' land rents paid in cash at the time of the publi-
‘cation of the decr and to cblﬁgaté ‘Fandholdérs to' hand ‘over
idle Iands ‘to’ peti 'nfng peasants. Rural synﬂrcanasiwere to
play a major role“in its imp}ementat:sn‘? fn' this sense, then; the
-~ decree depért@d substanﬁaa]ly from ‘any othzr previous legislation
~ dealing with matteérs 'related to the land question. Lt was recog-
‘fime, at least tacitlyy that in the 'solution
of thes¢ problems the organized peasantry should have: a“tertaan

- amount of responS|b»ltty : e

-~ The* decrea wés to'be impieméntedf'“*EUQh ‘agrarian-commissions.
i*(n each state and territory where 1o ,z§ﬁd ‘proBlems - existed, o
commissions ‘were nominated which 'ha ”Lng pdwers -such as®
wequirrng that fdié lands (privat or state*bwned)

_ be leased to pefitlonfng" 1 adividual
‘ﬁ‘campe51nos, ai[owing evictions from'p & ' Tands" dnly ‘under '
' ' Iawaﬁ ah@di*ieatnens of ! present
ere consndered

‘rental fees: permittlng rtntal “ch
excessive by the peasant.
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, The decree was to be administered by local commissions
composed of five members nominated by the following entities:

Ministry of Agriculturs, Statc government, municipal authorities,
local -landholders, and peasant associations. Politically, the
decree was\an~attempt‘to,break the powsr of the local landholders
when dealing with squatters, renters and sharecroppers. The
majority vbtesin‘the\commission*wou{drbefbindjng_and_it'could

- function with only three members, - .. ey

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

in June and October of 1947, the government dictated the

resolutions by which the individuals of the agrarian commissions
and the board of appeals in each statveere,nominated,EO but
“actually very few of these commissions.ever convened. There-is
no evidence available that major land distribution took place or
that any other steps were undertaken to control land rents, prevent
any kind of evictions, etc. The main effect the decree actually

- had was that squatters were treated very carefully by private
landholders and in farms owned by the Banco Agricola y Pecuario,
and that in the states of Aragua and Carabobo, squatters on lands
of former Gomez properties: received larger tracts. .

Four main reasons can be cited for the lack of enforcement of
~the decree: : o ~ : : ; ‘

,,'a) The Federacion Campesina at that time lacked a cohes{vé
organization and was unable to pursue a well-defined action program
to persuade authorities to implement the decree.tl :

b) The decree was designed by the government as a palliative
to the more radical clements within Accion Democratica and the
peasant syndicate movement while the 1943 reform law was being
drafted. e e ’ ‘

" ¢) Certain technocratic-oriented high level policy makers
realized that implementation of the decree probably would have
brought serious disturbances to the countryside with adverse effects
on overall agricultural output.- . . SR

d)  Pressures were brought upon the government by the Camara
Agricola and the Federation of Commercial and Industrial Chambers
FEDECAMARAS) which, as conservative business~type oriented interest
groups, opposad the decree. P ‘ SRR

To summarize, the drafting of three comprehensive agrarian
reform laws and one specific decree on tenure conflicts during
a short period of four years is a clear manifestation of the
overall consensus existing during the peried that the institutional
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structure of rural areas was quite faulty and inefficient. It
‘was also recognized that the modification of-said structure should
" not seriously endanger the fragile productive capacity of agricul-
ture. The approach to the soluticn of the problem was one of pre-
meditated gradualism to be carried'out through a technical program.
Thatﬁnone‘bf‘theSe'laws’wés{ImplémentedxﬁScnot~a manifestation
of the existence of ‘a strong opposition by the large landholders
or other conservatively-oriented power elites, but is the outcome
of national political discontinuity and instability. For while
it,wasrrecogniied“thatvTaﬁgefgédMeﬁtgfefzagriquturecshould be
transformed to amel?d?até*rdﬁéifprerty;land.tha~Iegal~instruMQnt
was created through which the transformation could take place, |
abrupt changes in the structure of the power contenders did not’
permit its implementation. s 2 i
 An organized peasant movément might have made a great dif-:
ference in the degree to which reform laws were actually put into
jeffect;‘:Howevefg*érgahizé&ipéaéaﬁts were mainly associated with
‘Betancourt's Accion Démocratica, which was forced underground. .

'Qseyeralqﬁfmes'duringﬁtﬁgﬁlatef1930’s7anﬁ,}9§0'39

~ Right from its outset in 1336, the AD party (at that time:
 called ORVE) was strongly union-oriented. |t chose the labor.
“moVement‘tb'ctholidéié“ﬁ%sfpbwévgﬁbuild,up‘asstrongnpolitica]
leverage, and extend its influence to the rest of the unorganized
masses. . o :
The initial concern of the party was with the organization
of the urban labor movement which it did quite successfully despite
~‘persecution of the 1937-40 period. The experience gained and the
methods employed in shaping, controlling and managing the urban
syndicates were applied to organization of the peasantry. Local
_leaders were recruited, who in turn would again recruit other
persons to establish 40-man groups, the minimum number required
by the 1935 Labor Law for recognition as a syndicate. . The rural
labor movement revolved around identification of local leaders
who were guided by experienced outside'' leaders, many of them
from cities. The binding element between these two levels was,
“on the one side, the general populist ideclogy of the AD -party,
" and on the other, the fact that ‘local 'syndicate action was . -,
directed against spé&?fic“griévaﬁcéS“oﬁfthe*locality,;suchias;’
unjust rentals, unfair sharecropping arrangements, no public -
 health assistance, etc. Thus, the chmon campesino found out
' that there was someone who cared for his problems-and someone

’"4thét‘was‘openly’oppdsing~the%wénianiaCticn~of the local cacique

‘or powerful landholder. To a rural populace which had never had
any kind of political or social representation, the appearance of
_the local syndicate was regarded as a kind of Hessiah.
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The organized campesino movement operated at two levels:
as a local pressure group to redress grievances, but also
~closely linked to'a national movement which had access to. influen-
tial decision-makers. At the same time, the party was able to
build up a broad and well-organized electoral movement, which in
times of suffrage would deliver a well-disciplined vote. ''Thus
was consummated a near-perfect marriage of functional needs:
political influence and representation for the peasant masses;
and -the building of a stable electoral base for the developing
political‘pafty.”“z g SR e R : ‘

~ Organization of the peasantry into & cohesive national move-
ment during the nine years after 1936 was rather slow. From 1937
to 1940, leaders of Accion Democratica were persecuted by the
government of Lopez Contreras, and at the same time the functioning
of existing labor unions was severely curtailed through all kinds
of legal contrivances. Thus, the scant union and party leadership
that was left free to operate concentrated most of its energies
on preserving what existed.

By 1940 there were a scant twenty-five peasant syndicates
operating in the country, with a total membership of 2,858.

With the return of a more liberal attitude toward the labor
movement under President Medina, the active organization of
the peasantry started again. Five years later, in 1945, there
were seventy-seven of these unions operating with 6,279 members.*3
Quite obviously, the legal organization of the peasantry pro-
ceeded at a slow pace. But at the same time the general political
organization of Accion Democratica was being rapidly diffused
throughout the country, gaining a considerable popular support in
rural areas. ‘hen power was usurped in 1945 by Romulo Betancourt
and his military backers, the political base for a campesino
movement already existed. Legal requirements for forming
syndicates were waived, allowing a rapid expansion of peasant
organizations. At the same time, the government was providing
the labor movement with all kinds of direct and indirect supports,
from outright monetary subsidies to government-owned communication
facilities.

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

“Yhile these figures might seem impressive, it should be
kept in mind that in terms of the overall adult rural population
of 2.3 million rural inhabitants, of which 1.3 million were older
than 15 years, membership was relatively small.
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_ Scattered statewide psasant movements were fused into a nation-
wide ﬁeﬂérattbn;*therFederacion'CampesjmaaﬁacioﬂaP3 in 1947,
* ‘which was ‘incorporated immediately into the Confederacion de . =
Trabajadores de Venezuela (CTV), the dominant organization.of
‘all the Venezueltan union movements. - Thus, the rural union movement
did not ach}eVernationwide?prominencepuntil;onedyear%beforesthet
downfall ‘of the AD government.: During. these formative and
orgénizing years, the movement served essentially. to.establish -
a base for rural electoral support for the Accion: Democratica
party. It was not able to act as an effective grievance trans-
million instrument of the peasantry, nor was it able to force
land reform.” Since it lacked these two essential characteristics
" needed for implementation of a broad reform program, it is no wonder
rthatfﬂn*venezuela,~duriug*the;19#5:}94§~pgfiod, the land -reform
““‘issue was only an idea in the minds of intellectuals, lawmakers

ifgﬁdipolitfcians;>
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CHAPTER L4: WEW PRIORITIES IN AGR!CULTURAL POLICY:
i THE CAPITAL INTENSIVE APPROACH, ,
e 1950 1957 =

The Rise of Perez J:nenuz :

“The rnformast regxme of Accaon Democrat:ca was overthrown
in 1948 by a military coup which was replaced by a military tri-
umvirate. These new power holders did not propose any major new
economic policies, at least initially, but continued with- the
ones .initiated by the previous 'two governments. In the.political
sphere, their. main attention was directed toward. dnsmantllng the
- political apparatus of Accion: Domocrat&ca., The usual polnce~ o
state methods were employed to do this. AD leaders were persecuted,
sent into jail and eventually into exile  However, differences
'soon appeared among two members of the Junta. Delgado. Chalband
its nominat.head, proposed a rather fast return to democratic
rule, while Pérez Jimenez, a conservative carecr officer of the
%ndean Tachira State, wantcd to- perpetuate mllutary rule.

Th:s confltct 5o}ved ntsolf when Delgado Chalband was murdered
under most mysterious circumstances, and the new: .president of
the Junta became a civilian chosen by Perez Jimenez. Thus, the
road for his prescdency ‘was openod wtthout major opposutnon.

A new oarty, the Frente Electoral lndependuente (FEI) came
into ‘life, promoting Perez Jimenez' candidacy for the 1952
election. Other parties were also allowed to campaign, but not
Accion Democratica. After a ralatively free and unhindered cam-

" “paign, inwhich the main opposition to FEl came from a relatively

small party” (URD), (which nevertheless had. the. secret backing

of AD) elections Wwere held, 1nitial returns showed an avalanche
of votes in favor of URD. Shortly thereafter, a tight censorship
on returns was imposed and three days- later. the Supreme Electlon

. Council proclaimed Perez Jimenez' undlsputed victory by a substan-

tial majority. Leaders of opposition parties were asked'' to
leave the country, their parties were. dissolved, and Venezuela
came into the grips of a military dictatorship with all the
trappings. of representative democracy (Senate, House of
‘Representatives, Supreme Court, etc.), but with total. suppress:on
of the nost elemental and conventxonal liberties.

Peroz Jsmenez and has cxv;luan and malntary cohorts resgned
unopposed during an era of unprecedonted economic. prospertty
lnduced by the still COﬂtanln5 petroleum boom.

AurtCultural Pollcy under Jumonez

The m:l:tary regtme of Perez J;menez came xnto power wi.thout
a clearly.defined development policy or socao-poltttcal 1doology
through which it couldﬂjust:fy its existence. : Under the mllttary

e
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; dlctatorship, agr:cuftural programs 1nitaated in the ISAO s were
continued and received even larger monctary assignments. For
instance, the Corporacion Venezolana de Fomento (CVF) received
substantial budget increases. The Ministry of Public Yorks pro-
grams, which started the planning and study of several large-scale
projects in the latc 1940's, such as the Caracas-LaGuaira tollway,
“the’ expansion'of theenaxional ‘highway network, or- slum clearance
schema% also recetved ‘more funds. L 3 :

« "‘W!hzle no major shrfts can be detetted in cverall develop-v
"mental conceptlons during the military dictatorship with regard to
‘economic policy, a substantial modification occurred with. regard

to public lnvestments directed: toward fields of - social improvement.
The Medina’Angarita regrme and thegsubsequent AD..government paid
consrderable attention to bettering the impoverished lot of :the:
'campessno masses and the urban proletariat. These two governments
had channeled substantial resourcés to the rural areas of the .
country, ‘such as large projects.in public health (medical servaces,
. water systems, antimalaria sprayings), ‘education programs (school
construction, literacy campaigns, teacher education), agricultural
“credit through the vastly expanded “programs of the BAP, and the
promulgation of a far*reachtﬁg agrarian reform. 3 Eaes W

The regime of Peraz Jimencz not aniy brought most of these
social improvement prouects to a standstill, but In many instances
denied even the nécessary funds for survnval ‘of the programs.

The s1ght of abandoned rural schools and mednqal centers beeame :
qunte common‘ *3.*‘ - a8 Wi g0 SR v B

~ ﬂnder Perez J:menez, rural areas of the country recelved more
off:cia‘ funds through investment schemes: that: indirectly affected
“agricultural- pfoductrv:ty than through‘“orthodoxu ‘extension=-

‘research at the farm level. Expansion. of the country's haghway

ufnetwork continuation of the malaria program, improvement of

~ the ‘general: Tiving and service conditions-of small provincial towns
and uncontrolled ‘expansion of ' the agricultural frontier were
factors that led to expansion of commercial agritultural output

at low levels of physical efflclency, while expenditures in -
 research, mass communication, and cheap agrncultural credit were

© almost- elimnnated.' At ‘the same time; the urban pattern of investing
in showy capital intensive projects. ‘that would enhance the prestige
of the regime was repeated in agriculture with projects such as
the 25,000 hectare cotonization scheme of Turen and - the: 110,000
hectare irrigation project on ‘the Guarico River. The econamic
feasibility of these investments was never officially- doubted
during its conception, though def:c:encnes later became apparent.'

~_ One meaningful way to observe the change that took place in
”fﬁublac policy during the Perez Jimenez regime toward development
kiof the’ agrigyltural sector is to analyze government budgetary

© expenditures in that 'sector. The figures indicate that the:
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farm sector continued to receive the same percentage of the national
budget during the seven years of Perez Jimenez' rule as it had
during the 1945-1950 period (except for 1947 and 1948).

Thus, throughout the years of the regime, from six to seven
percent of the national budget was channeled to agriculture
through five major agencies or programs. Official funds invested
in the sector increased by 16 percent between 1950 and 1957, while
the total national budget grew by 20 percent (see Table tv-1).
This is an almost parallel growth, and not a relative reduction

in agricultural investment as is sometimes claimed.

However, the composition of this investment was quite dif-
ferent. Throughout the period, approximately half of the budgetary
allotments were received by the Ministry of Agriculture (MAC).

The percentage obtained by the Agrarian Institute diminished slightly
from 16 percent to 11 percent of the total, while expenditures in
irrigation works carried out by the Ministry of Public Works (MoP)
increased from around one-fifth of the total to more or less
onc-third. Assignments to the Agricultural Banks (BAP) were

stopped after 1953-54 and the previous ones were very small.

The Ministry of Agriculture and the Agrarian Institute employed
almost half of their funds for investment purposes in irrigation
schemes, most of it destined for the Guarico Project, the Turen
colonization scheme, and amplification and improvement of already
existing ‘irrigation projects.

A substantial amount of total agricultural expenditures went
into construction of settlement, clearance, and engineering invest-
ments in land. Total official expenditures in agriculture for
the period amounted to Bs. 1431.6 million, of which a conservative
estimate of 8s. 652.5 million was invested in the above-mentioned
infrastructure works. In other words, around 45.6 percent of .
public funds benefited directly only a very small area of agricu]-
ture, and the number of farmers affected was even smaller.k

\lhile total expenditures in agriculture obviously expanded
considerably during the period, investment in extension, research,
education, credit and other similar less spectacular programs not
only remained at 1950 levels, but in some instances even declined.
For example, in 1950 there were seventy extension agencies operating
throughout the country. Seven years later when Perez Jimenez was
ousted, only twenty~three were still functioning;45

The fate of the agricultural credit program of the BAP was
even more dramatic. In 1950 a total of 39,587 credits were granted
by that financial institution, amounting to 8s. 89.7 million. iy
1957 only 5,585 individual loans were given for an equivalent of
Bs. 24 million. Agricultural financing dropped by 74 percent in
a seven-year period.
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?ABLE V-1

1950-51 - 1956-57

(M;ll:ons of bolnvares)

SUDGETARY EXPEND!TURES I THE AGRlCULTURAL SECTQR BY AGEHCY
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The agricultural credrt progFam of’ thefﬁerporacnon~Vunezolana
de Fomento ‘(CVF) fared “in-a similar manner. ' fm 1950 a total. of .
Bs. 7T.4 million was grantéd mostly for-spectalized Yarge-scale.
commercial ventures: (sugar ‘cane, ‘rice; cattle;’ cotton) ; -but by
1957 agricuftural*cr t “had ‘almost disappearied in:the agency's
financial" progrém. Only " thirty loans amounting to Bs. 2 148
m:lllon were granted i SHE

= y }

The 4mplemcntation of BAP's credif program a&sc reflected a
change in_attitude toward the ''campesino problem.'' Hot only was
the' overali agr?cu}turé} loan’ fuhd ‘substantially reduced, but
at”the $amé- £}md ‘mora’ ‘money was channelad toward ltarge. commercnal
enterprises’ thah Tn the preceding period. -Thisiéan be seen mot
only:from thé’ faét that the size of ‘the avérage” individual BAP
loan” increased thraughout ‘this period,-bat ‘2lsozthat in 1957 almost
two—thir s»of the fota! tredfts granted by’ the Agricultural Banks

?n SUmﬁary,‘offtcoal agricultuwai financ”‘ durlng these
seven- yeé?s was" bas?ca!ly a ref1ectton of:'the: economi¢-political

: “attitude tbwéfas agricuttiral deve1dpment ‘and rural:improvement.

The existente of widespread poverty in‘ the: gountryside with its
concom] tant factbrs of Tow productivity, low educational: standards,
“malautrition, etc.,” was' simply ignored in developing national .
economic developmental policy. The benafits- of the nmnt:nuously
increasing oil revenues were mostly reaped by those rural sectors
‘that had dl?ect ‘atcess and ‘cotact with national :decision~making
clrcles r hed the'gdﬁﬁ'fdrtune to-profit directly from specific
social overhcad capi‘ta «rnvéétmant Pprograms. The land: development
colonization" project of Turen; with its 2k;556: Hectares .not -only
dirdct ¥y beﬁef:fed’fhe 735 ‘commercial farmérs that received zland
within ‘the schene;‘but ‘also’ ‘generated such*an'eaonqm1c»hnfluance

in tefhs Of Factor-service ‘demands, ‘that ‘commergial ;activity.in
~the nearby ¢ity Acaridgua hoticeably increased. At the same-
Ctiime, it ‘served & an fmpulse and example for: agricultyral develop-
ment ‘in the whole ‘northern ipart of Portuguesa State. - defore 1955,
. this region was only sparsely settled and its main econom;c
"acttvtty<was extenere foreEtﬁyuw R ITA H U

S e ey 1R Tl e Pm fpel

As in ﬁhe pr°Vtou§”decade égv}nulturalfpcllcy in: general
was sttll*SQHFbusly cdncerned‘wﬁth “Tmport substitution of- staple
goods.‘ A!though foad imports startéd (to decrease -insthe late -
1940's, their' total"volume was sti'tl ‘quite: large ins1950. aecause
of - thus ‘preferential’ ‘tredtmént Was giveén “to-those sectors. and/or
productlon‘argas“wﬁéﬁe intérmal’ supply ‘was considered inadequate.
The "Rice 'Plan™ of Ehe?%VF*ékemwFf$ied the icrash program’ approach
to reducing Iimports. - Atthoudhi“the goal ‘of ‘this program was .
achieved’ by 1955, "I'n''economic ‘térms Ft can:be 'considered:a f:asco.
rzﬂot only were Ralf of-the ‘B 135 -miT17od ! loans ‘granted. never
~ repaid, “but ‘thd" fﬁcrpas?n ‘Fice surplusy pufehased ‘under:a.
“guarantee';prlce proqra“, had to 'be’ sold ln the internal’ market

R OB A N B R v SR S'""

L0 BT ORIl SR VRN 5'}’
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at-substantial stossés. ﬂhen én.laﬁﬁ tﬁunp;ognam,wéa .ahandoned,
a wholesale wavd of rLe@‘ﬁarm%bangrqpt; ies took n[as@,,
combined with i .the iappearance oiw“;éeva%tattng fungus dtsgasg
Hoja Blanca==anduthe iebimination of price.s

counteracted ‘the garnsy@btaina; b

product;on reached only 19 OOQ tons, an tnSth&;. i
considertng the 19Sh bumper harvest of 102 000 tons, when the :
ful i LT s

speckal:zed prﬁgrams.~ ;;
main purpose,: ~1ike: the Rice an,
in.the shortest! poss%b}e perieé of 1
CVF in this industry-was. even more i
“in other schemes. - Not,only-were sy :
the production: of-sugar:cane, but alse for
refining capacity of existing plants and for constructaon of naw
factories. . In 1952, &VFientered directly, into. th@wsggar 4ndustry,
becomang.the largest-Venezuelan, Bugar: preoducer. by o S
factories producing 60 percentfayg‘, . te
Such aacapitaﬂwuntQQSume

M@f;”s%Veﬂe%y'curta&led; xPerwt
Y iy L&Sa‘ :

'fﬁiﬁ'&he sagar market, but hy~195§“ naunﬁ'qn ~third
’ ‘ ' : eﬁ‘(@&fQZ;sme

he, internal
cns).‘w

. '?“

The experience wcth the suganJ
robtalned in the "Rice Plan.'' The ma
import. substitution+-was irapidly met
_the ‘capital iintensive app @acmgké
approach:lacked :a realisti by de
. vthese particulaezindustrie:
" ihcreased -production ;could 20
-agricultural production, prqe% 'was;@gnguL

aduc

purpose éf ‘the program*-.
effects of

.

was tbelieved ithat obtaining |
functiOM‘oﬁéthﬁ avaﬁlab:l

‘1fgcedf§eople who
ecolqugally

growing which were not able ton‘“;
market prnces began to deter:orate.  ~
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Other commercial préduct§ that” received: preferentaal ‘attention
were' coffee and cacao fhrough a: d:ffurantsa! ‘exchange ‘rate;-milk
production via a direct’ subsidy at farm lavel; and some minor -
regional cattle devetopment schemes. ‘consistifig-mainly-of
‘grantsng long term credrts ‘tocommercial ‘ranches. . Wone of
these programs reached - the public’ expendlfure proportions of

the Rice and Sugar Plans. .; ‘f!lf

R R A S PSRk

A more onclusnv aqricultural poltty approaeh woula have been
difficult to conceive, given the political, social and institu-
tional operattona1 ‘matrix-of the military dictatorship. - 1ts con-
servative~conventional’ context ‘precluded - more direct concern with
. the social- conditions of a‘politically’ potentially® ‘'dangerous"
campesino’ populatvon, ‘and ‘thus- it relied on the “friendlier”
commercial and tradxtional larg@~scale farmers for indorect R
support of ltS poltcy i ‘ 7 CUA e

’Undoubtedly, commerClal farm ‘groups’ had direct aCCess to ::

the highest policy dec:sion—mak!ng circlés of governmént. ThIS~
" access took place through pressure groups’ ‘and- through- direct:
vlpersonal contact by government ‘with' this relaiaveiy small: segment

‘of the rural population. ' To what extent these bressure groups’
were able to influence the direction of agriculturalipolicy'is
difficult to ascertain.#7 But it is obvious that the design of
the overall agricultural policy of import substitution was con-
ceived not merely in terms of eliminating said imports (this as
an end in itself would have been ludicrous), but also to protect
the national farmer from cheap foreign competing products. This
protected farmer was not the small campesino who did not conduct
his enterprise according to the laws of supply and demand of the
marketplace, but those producers, regardless of how inefficiently
they managed their enterprise, who had undertaken a certain
amount of investment in their land, and thus were able to increase
production in a short period of time.

It should also be kept in mind that agricultural policy did
not utilize complicated internal market intervention mechanisms,
such as guaranteed prices, marketing schemes, direct input-factor
subsidies, and price stabilization policies. Although government
inherited from the 1940 decade a rather complex, but at the same
time inefficient set of these policy tools (minimum price program
and legislation, silo and storage networks, direct intervention
of BAP in the product and input markets, etc.), these were aban-
doned or hardly utilized. Only protective high import tariffs,
exonerations and prohibitions were used to any large extent.48

Lastly, it should be pointed out that almost all of the
policies pursued during the Perez Jimenez regime had been initiated
or conceived during the reformist government of Accion Democratica
or the liberal one of Medina Angarita. Thus, a policy continuity
can again be clearly discerned, that had as its main objective



- and-purpose:- to tnvigorate- agr;caltuga}uaerformgnce through gnvung

direct assistancey mainly financialy thc‘cammercxal sectors.,
o real-innovations: ganibewfauad during this. period either in,
terms ofccongeiving new-i sprograms or in. relatton to

new organizational - admintstraggw structures. Thg bas;c d;fference
with the previous regimes! qpproa@b oward: tn@ “agrtcultural :
problem'' can be found in the almost total ngglect of the woes
affecting the by-far-greatest majortty of the rura] popu!at:on--
:yname}y, the imajl campes:n@.‘ ; ; S i

e ﬁB@W can sucb a pben@m @n'of po}icy qontinuuty,be expla;ned?
“Was it .a case of: bureaucrq“,;tnartta? Host definitely not. .. .
More or less constant socioreconomic "ircums;ancgs and.a tradition
of explaining prevailing rural backwardness in; terms of.a low .
man/land~ratio and-the- inherent. lowfqualkty of . xhe native. human
clement over a 30-year period seem to be the two.. major. reasons .
for policy continuity. In other words, low agricuitural produc-
tivity kept-on.being recognized asibeing a direct, function of
underpopuilation.of a potentially: ferti land and.of lack of .
capltal:inves&maﬁt.fwTo increase proéqce,,n::as much in the 1930 s
;as in: the:midr1950!s=~heavy- capital.in estments and an. tmmagratuon~
cojonazatgaﬂ»(quen) apprea¢h became- the most. apprOprlate answers
tcrthws prqbs!em, s pil R L SR
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CHAPTER 5: POLITICIZATION, DEVELOPMENT CONSCIOUSNESS
ST UAND AGRARIAR REFORM== 1 o |
L OAHE A PoLTCY couTEXT

The Downfall of Perez Jimenez f~*
The l:st o? grievances agatnst the Perez Jimenez reg:me ‘was
large. ‘It :nc!uded‘squandering of public funds, unprecedented
official corruption, suppression of freedom and’ cav?l rights,
complete disrégard - fer social needs of . the pooe, nepotism within
the government, etc. It was- precasely ‘this long™list of common
grievances that-led to formation of ‘a‘united front against the:
“Peréz Jiménez regimé, and’ whtch not only“led to his- ‘downfall “in
January 1958, but served ‘as’a coaléscing elemént in the polieies
and government action of the Junta that succeeded him. The mood
of the body politic during 1958 'was “one of - a ‘never-before-seen
unity in regard to certain common polntlcal princnples, such as
opposatnon ‘to mllttary rule, the need to introdiée-social reforms
- under a democratic” system and recognitnon of the inherent dangers
“’of exeessive political backer;ng. ‘This- fraternal democratic: spirit
- Ted ‘the main political ‘Teaders ‘in exile, Rcmulo Betancourt (AD),
Jovito Vn!fa!ba (URB), and ‘Rafael" “Caldera’ (COPEI) to 'sign in

" Hew Yorkin January 1958 ‘an interparty’ ‘agreement to-be known® !ater

" as the Pacto -de Punto Fijo in which sighers: egreed to form dn:
interparty government regardless of the results ‘'of the ‘anticipated
electoral campaign. Further, it was agreed that the new interparty
government would be deeply commltted to soc:al change.‘ o

The maiitary ‘civilian seven-man Junta, under the presndency
of Admiral Larrazabal, which was formed after the dictator's
‘dismissal), immedcately granted complete politncal freedois. It
~ declared itself only a ”provisuonal” caretaker government untiT
- free elections cou!d be held in the Iater part of the year.‘f'V

The exnled Ieaders of the dissolved parties Accion Demo~4
cratlca, COPE!‘ URD, etc., flocked'back to Venezuela and had to
start to rebuild thelr'dismantled political machineries while
working energetically for the forthcoming election. Even the
president of the ruling Junta, ‘Admiral Larrazabal, resigned his
‘high post by midyear, formed his own ‘political movement, and

"7campalgﬁed vigorously for ;he are54dency Tn an “alTiance with -

URD. UndouBtedly, ‘the 'party vivich eould organize ltSelf and
reconstruct ‘its apparatus the fastest had an obvious ‘advartage
in the forthcomnng election.’?

1t 'was within this climate that a ‘new look was taken»at ‘the

‘many soclal and economic itls" ‘that ‘had been plaguing the ‘country.
Social issues ‘were ‘given specual emﬁhas:S in' the formulation of

an overall nattonaf development poltcy.f Educatron at all Tevels,

“rural housing, medlcal assistance for low ‘income groups, agrarian
reform, 'new labor 1egislatton, and broadenlng of the social "
security system were some of the topics that drew the attention

of new power holders within government and were publicly debated.



ism was relatively short )aved*~by the end of 1959 pollttcal
bickering of parties became already commonplace-~:t served to
help formulate a whole set of new policies-which:influenced govern-
ment actions during the rest of theL‘QSB‘s. Probab1y the most

from. t _ﬂOVeraLIthIFCIes

indusarralt;atlon programs viaaw ; "t sub tton @ppraaéh,
-and the.revival of the agrarian reﬁaﬁm issue. - Algnoughlne?ther
ef uhese two prqgrams was: ﬂew: 'Venezuela, and both @f ahem had

'¥Eeonom4c p@ltcy in. Venezuela; up ta\the emargence cf the””
had

democragl’ 'cvernments of the. 1960" largg!y been. detarmunad

7§he~sh0rt llved democracy
5ah8wera,falthough there

The rea ons far thjs,centralizaxlon can be foun‘@largbly
in the existence of autocrat;c governments and in the relatlvely
ﬁ@w -egonomic interest groups .that were. competing .for ;the state's
resQuices. ,,Thts last c;rcumstan of .. : agpa chrect:gv;«~

reflection of the small divers 2 of nomy.
the weg}thJof,pytroleum started, to spread .into broad a A
the country. kn: ‘the late 1940's, a more ‘plagiapd urban- centered

Y sth the adve tfo£~government'
natucnaf gon zmsus,M

part:cs anﬂ tn@ sochal segmantskghcyaalanmed tp ;',epres%at.g In
: the economic. pressure groups. of spacsfac
ult;tyde of«other
well,owganlzed, such
la§sw :
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- Often new formulations borrowed heavily from past. experiences,
~but at the same time other approaches to solvnng old problems .
started to make their- app“arance. oy . ,

Withan ‘this new framework three areas received top prnor:ty.
First, diversification of: the economy through industrialization
acqulred a new sense of..urgency. Second, the agrtcultural develop-
ment issuc received considerable attentaon again; and last, social
improvement programs, espec;a]ly education at all levels, became
an area of great concern. The latter two issues had been largely
neglected by the government of the 1950's. None of these three
policy areas were of an original conception, since antecedents
for them existed in the '"Plan de Febrero” of 1937 during the Lopez
Contreras government, and in the establishment of the Corporacion
Venezolana de Fomento in 1945 under the motto of Sembrar el
Petroleo (To Sow Potroleum) S

Thus, the three-oronged approach at cursng the major ailments
of the country should be regarded not as = new and original
conception, but as a renewal of policy efforts that originated
in the immediate post-Gomez era. The dafference of the 1960's
policy formulation, in relation to prevaous onegs., is more one
of emphasis, degrec and smyle. 5 :

Throughout the lq50's, and in part oF the preced:ng decade
when government revenues were rapsdly increasing, a large propor-
tion of the state's resources was directed at creating a social
overhead capital base to promote rapid economic expansion. Invest-
ment priority was assigned to publ:c works . programs, such-as the
expansion of the road network, the substantial enlargement of
public utilities on a_ national sca]e, the improvement of the urban
physical environment, the building of communication facilities,
and other related and similar physical infrastructure works.

These areas probably received excessive attention. In the beginning
of the 1960's, further expenditures in infrastructure received

a relatively low priority because it was felt that a certain degree
of saturation had been achiecved and attention should be turned toward
other economic areas and neglected social improvement polocies.49
.-Thus economic ﬁolacy in Venezuela after 1960 still contalned the
-basic ingredients- of a,prablem conception that originated at least
two decades earlaer.> Thns conception. recognized not only. the
economic backwardness of the country but was also concerned with
social. maladjustments.n In other words, it was recognized that
despite economic hottlenecks; social change was essential in order
to incorporate large numbers of _underprivileged citizens :nto the
mainstream of twantieth century modernnty.,

Although this oroblcm conceptuon is by no means startling and
was expounded in broad nonoperative terms, the policy implementation
and the tools used to carry it out during the 1960's became much
more sophisticated, complex and ''rational' than during previous years.
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This was not only the result of the new broad power structure and
democratization of the decision-making process, but also a reflection
of the gradual technification of the central burcaucracy that -

permi tted the introduction of professionalism into the process.
Probably the most outstanding devices that were adopted in this

sense were the establishment of a national planning system, the

_ introduction of modern budgetary procedures by the central govern-
ment, and the first earnest attempt to establish an unpolitical

civil service to be carried out through a reform of the national

public administrative apparatus.>0

Overall aeveiopment”ahdiS;ructuré1'th5ﬁge*

After 1958 thé“naﬁionalVécoﬁahyfgffVenezuela lost the high
growth momentum that had characterized it since 1945, although
it kept registering growth rates that permitted improvements in
the average per capita income and the generation of sufficient
capital for reinvestméht*and"dive?sffication‘of'%he!structural
production base. Two circumstances can be singled out in this"
new situation, First, after the Sucz crisis had been overcome
in 1958, substantial changes took place in the world petroleum
market which adversely affected the competitive position of the
country's petroleum industry. And, second, rapid demographic
growth with urbanization and increcased consumption expenditures

reduced funds available for capital formation.

~ ~This new situation again brought to the surface the extreme
vulnerability of Venezuela's economy ‘caused by the excessive

dependency on one single export commodity, but at the same time
served as an incentive to promote and'seriously pursue economic

policies that would diversify its productive base.

By 1958 the Yenezuelan economy started to feel the cffects
of the normalization of the world petroleum market with its fall
in prices. By the end of 1958 the country's ‘economy found itself
in a crisis or depression that lasted until 1961. S

~"The 1958-61 economic crisis pointed out some fundamental

weaknesses of the Venczuelan economy which had been largely ignored
‘during almost fifteen years of uninterrupted growth. The crisis
als0jdemonstratéd'that~tha*géiérﬁméﬂt”déciSidn-making'apparatus

was not prepared to enact effective anti-cyclical economic

measures needed to restorestability to Venezuela's cconomy.

" tn addition, the crisis showed how necessary ‘it was for the
_government-to maintain and encouragé large-scale construction
industry activities because of ‘the employment such activities
 provided for the rapidly increasing unskilled labor force.
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After 1960, Venezuela initiated a clearly defined industrial-
ization policy via import substitution. The government became
directly engaged in the management of two basic industries-~the
state-owned steel and petro-chemical complexes=-which actually
were begun under the Perez Jimenez regime, and initiated a large
number of specific measures to encourage industrialization, such
as customs protections, quota systems for imports, tax deductions,
long-term/low-interest loans, technical assistance, and special
legislation. The Corporacion Venezolana de Fomento (CYF), which
since its incention in 1945 had been intimately involved with
agricultural and rural development schemes, was completely
retired from these fields and became the main vehicle through
which financial aspects of the industrialization program were
carried out, The Industries Direction of the Ministry of Develop-
ment (Ministerio de Fomento) noticeably expanded in its activities
and became the government agency that collaborated with the new
Central Planning 0ffice (CORDIPLAN) in the industrialization effort.

The rapid expansion of industrial activities can be observed
in Table V=1, which shows the eVolution'ovaenezuela'svgross'
domestic product between 1959 and 1967. Thus government efforts
at broadening the industrial base of the country were showing
success. f :

Devélopment and Performance of Agriculture '

During the 1260 decade, the agricultural sector of the Vene-
zuelan economy continued overall general development along the
lines of the previous ten years, although global growth rates
were slightly higher. This was the result of the appearance of
new modern and dynamic factors within the sector that permitted
a '"take-off'' freec from constraints imposed by traditional elements.
Hevertheless, devalopment continued most unevenly, bringing to
the surface inapronounced manner the basic structural dichotomy
of the country's agriculture. On the one hand, a rclatively
small number of commercially-oriented farmers managed their
énterprises with modern technology and responded to market prices.
On the other hand, traditional farmers, who were mainly semi-
subsistence campesinos, werae isolated from the mainstream of
modernity. ' , ~ . : : :

_ While the commarcial farmers responded readily to changing
patterns of aggregate demands, the traditional sectors were
unwilling or unable to adjust their outputs to the naw dynamic
demand clements of thc market. Their economic behavior was
similar to that of the previous two decades.

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



TABLE V-1

VENEZUELA: GROSS DOMESTIC PRODUCT, 1959 - 1967

(Millions of bolivares at 1957 prices)

i e i e . i P . i b

~ Sectors : f..31959

© PRIMARY 9216
Agriculturey | 16k2

"Peﬁro}; & mines 7574
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703
15,617
5,635

11,602

2,522

9,080

7,538
5:100,:
1,630
808

9,982

33,766 34,757

1967
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- 895

16,h2h
5,898
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: 5.7’ ‘?s 
’ -0.3 i

n;7é‘;“,

“?35,1

~ Source: Annual reports of the Banco Central de Venezuela. & -

Vincludes petroleum refinery.
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This, of coursa, resulted in an extremely low productivity
per employed person. For 1965, the annual product per.economically
active person in. agr;culture was 2.6 thousand bolivares, while
for the economy as a whole, it amounted to Bs. 12.4 thousand.

For petroleum and mines it was Bs. 241,000 and for manufacturing
and services it came to Bs. 12.7 thousand and Bs. 12,4 thousand,
respectively. Although farm output per employed person expanded
rapidly during. this period at 5.7 percent annually {the economy
as a whole grew at 2.3 percent per annum) the productivity dis-
parities were of such a large magnitude that the gap existing
between agriculture and other economlc act:vnt:gs was hardly
affected. : » R T PR S R Ry .

A further reflect:on of thss low agricultural productnv:ty
was - thc smatl contrsbut:on of agriculture toward national income
(between 7.5.percent and 8 percent for the 19 60 decade) and the
reduced existing capital per person in agroculture 52. As a con-
sequence, the relation betwecen fixed capital and product was also
considerably lower for agriculture in comparison:to the other
sectors of the economy (0.247 for &griculture in 1966 against 0.61
for the other sectors).53 Only around 15 percent of the total
fixed investment was in agriculture. .

The output of the agricultural sector during the 1960's
accentuated trends that already became discernible during the
previous decade. General crops kept on diminishing in importance,
contributing one-half of total output. In 1950 they amounted to
almost thre ce~fourths of the total (see Table Y=2). At the same
time, the parttcnpat:on of the livestock sector kept increasing,
from 23.3 percent in 1350 to 37.9 percent in 1967. Fisheries
and forest products st:ll were not of major ssgnnfscance within
the ‘'sector. ‘ P

Within the crons group, materials for ‘industry-(oilsceds,
tobacco, cotton, sugar cane, etc.) registered the fastest expansion
(78.4 percent) during these seven years. This was a direct outcome
of the . nndustraalizataon that was taking place under the umbrella
of protecttonlsm. In several of "these “agro-industrial' crops,
which were imported during the prevxous two decades, ‘the country
became, almost self-sufficient (sesame and tobacco), while in others
(cotton and ¢opra) a reduction in imports took place. In sugar
and rice, with help of a subssdy after 1962, the country b;camc
a reqular exporter.

'These were the crops that most commercial:farms grew (with
the exception of sisal and copra) which were reacting to expanding
industrial demand. Contract agriculture became commonplace for
many -of these erops. I

BT
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TASLE V 2

o vaEzuaLA A”RlCULTUPAL OUTPUT*~Y”60 1363,u1&65.anﬁ 1967ﬁ 
Hen (%slluoﬁs of bo]xvares at‘1357 pr:ces) =y )

© e g

PR HTS

i. Crops

a) Materlals For lndustry s L
Tobacco 49,5 47,4 47.1 © 62,

- Cotton and. sisala_* co 355k 53:3., - 72. 3g;wa'

" Sugar.cane ¢ 115.3 148 B 19) i)

S0 Dilseeds C 0t Lo o B7.by e 5h,5 5 i 1“? 1
o o Total et i 237.8- ah3nh 0. 383 85 b

‘b)~£prrtzcrops e i pruitos iy
conigoffees o0 w1 A6901 700 20

i Cacao 0 Tt - 2b.5 .0 52

Total 1936 .- 25

c) Food crops
 Rice o ol
AoMatee v o b o)
FLEgUmEs BT At g b

" Tubers - ;
7 Others -
en Tatal

Total crops

11, Livestock ar@ductsm? Al
o and catt?e s

'7;a) Cattle
b) Milk 0 o
c) Eggs i
:Total ]avestock k

lfl. FlSherle

JV Forestry products

' GRAND TOTAL i ‘:  ]832 &

-

Source: Banco Central de Venezuela, yearly reports, and Anuario
‘ Estadistico Agropucuarxo of the Ministry of Agrlculture
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The traditional export crops, coffee and cacao, dropped pro-
portionally in total output from 14.9 percent in 1951 to 3. 4
percent in l967, although ‘theit joint dutout in monetary terms
increased by 46 percent during these years.  Coffec production
remained virtually stagnant during ‘this period, while cacao
expandaed. Stagnation of ‘the coffee ihdustry, despite a direct -
_subsidy through a differential exchange rate and a special cred:t
program, was evidence that serlaus structural’imbalances still

existed, Coffee productlon wWas malntalncu only because of heavy
governmental ass:stancc. T SRR B N

Food crops in genpral reglstéred an lncrease of 60 percent
during this seven-ysar period, wlth increases’ pronounced in rice
~and other crops, mainly vegetables and fruits. ‘All of these were
‘”ba51cally grown hy commercnal farmers. * Rice received a very high
quaranteed mln:mum prnce, which was such an incentive that. by
1965 surpluses appeared, and the Banco Agricola y Pecuario, the-
official purchasing agency, had to export lts rapldly accumulating
surpluses at considerable losses. , .

, One of the most notlceabla cffects ‘of the expansion of agri-
‘cultdral productton was ‘a ' decredse in food: “imports and a change

in import composntloh.r “Yearly agricultural import averages for
1960-65 were 35 percent lower than those for the 1950 decade. 54

In 1967, total imports of agricultural: preducts showed a considerable
drop from the Bs. 793:4 million yearly average for the 1959-1361
period, to Bs. 570.3 million. This includes not only foodstuffs
" but also anlmal breeding steck “improved seeds, fisheries and
forestry products. ' Cromcugnel RLALTin o du e

F The rap;d expansion of agracultural output in: overall terms,
although quite lmprcsslve when considering the difficulties that
were being experlenced ‘in'many other ‘Latin American countries, by
no means indicates that production had reached high efficiency
levels or that modcrn technolcgy was beang employed extens:vely

throughout tne sector. '

‘5 . 1

Physical yields in almost all crops were rather low when com-
pared to those prevailing in most developed countries, and indica-
tions. were that modern yleld~:ncreaswng lnputs were stlll not
emp loyed very extensuvaly 55 i ‘

' “everthelcss, the use of modern technology was ‘increasing *
at a rapid but most uneven pace. The adoption was most readaly
undertaken in ‘the’ so-called agrn-:ndustrlal cropsi*(tobacco, sesame,
cotton, sugar cane, rlce VLgetables and fruits), while in the
traditional products (corn manioc, ‘beans, coffee and cacao) a
very slow absorptlon occurred A similar situation emerged in the
livestock sector.. ‘ile cattle raising and dairy productron ‘were
still using prnmltavc husbandry methods based mostly on grazing'
of unnmproved pastures, capltal lntens:ve methods were employed



in the broiler and egg industries and extremely high output rates
were achieved during these years.56 . In all of these four areas,
production increased at rates above population growth,, indicating
that average nutritional standards wer: Jmpybyjpg,_;/” ' 5
““As during ‘the 1950's, increases in overall agricultural output
were due in large measure to expansion of cultivated areas. It
has been estimated that between 1960 and 1965 cropped land increased
at a yearly average of 4.8 percent (from 1.3 million hectares
to 1.6 million hectares), while physical yields for the same period
showed a yearly improvement of 4.3 percent and tctal‘agriqultucal
crop output expanded -at.an annua}.réte'fo7.h‘percent.\7 f!t]Caﬁ]f
be concluded, then, that 55 percent of output increase was attribut-
able to the expansion of the area undef[culgiyatjqn;,and the
remaining kﬁjpercentvtoa¥4eld:increqsing‘technolggy,té e

Continuation of the Two-Sector Approach . ..

‘“"Public:economicvpoticig§,digegtgdfa;?;heﬁagricultuia{ sector
after 1960 did not shcwgsjgnificant.@g@arigres;fgomuihoieiprQYiQHS'Y
implémented;aaPoligy.relLedﬁh@av;}ngQggrogﬁqmsqéddfexperignéésgéf
the past; largely because the problem framework of the agricultural
sector had not been substantially modified from that of the previous

two decades. Nevertheless, the style employed and the emphasis
and ‘priority given to bring about changes:among the different
problem areas departed in many instances from previous experjences.
This can be attributed largely to two basic circumstances: the .
diffusion of the decision-making process as a result of the demo-
cratic regime and the appearance of technocratic elements within
the government apparatus:that approached problems through applica-
tion of rational scientific:methods.. Probably the first of these
two circumstances was more influential and pronounced. The el

+

increasing availability of state resources was an. ddjtionaj;fac;or

that not only permitted a more int nsive pursuance Qf:alrea§Y1f;
existing schemes, but at the same time allowed initiation of some
‘new programs,: s s b £y 1 '
R TR T R s L TR TG
-One’ of the main departures from palicies of the previous
regime was the considerable stress gEVéﬂQid.ptOgrams;cfjsOQf@l +
improvement and other fields almost completely neglected by the
military government, ~But this by no means implies that the
commercial: sectors, or empresarios (entrepreneurs) as they came
- to be known, were neglected by public policy. As.a matter of
fact,  strong emphasis was given in differentiating, for policy
punpqsesxutwontypeswof.gnpdqcéfs;gﬁthéﬂempr¢59rlps]ﬁhdftheif‘fi"
campesinos. . Thus it became openly recognized that two basically

different production structures existed in the country's agricul-
ture.: The first one included .large commercial farmers who had an
acceptable level of management on'their farms, and an adequate '
resource base at their disposal and were capable of combining them
at a rather “efficient'" level. Consequently, the assistance they
required from the state was limited basically to financial capital
to increase production and protection from foreign competition of
lower=-priced preducts, ‘ ' ‘
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The campesino sector, it was perceived, neceded a completely
different public approach to solve its problems. "It was admitted
that backwardness existed and' that this was caused by social in-
justices. Further, the campesino's poverty excluded him from a
massive consumer market. A mixture of altruism, economic urgency
and political expediency shaped the raison d'@tre of the policy
approach toward the campesinos. Because the root causes of the
peasantry's problems were differant than those affecting the
commercial farmer, policy tools employed for solving them were
also different., These differences were expressed in the Agrarian
Reform Law passaed in 1960 and in specific programs based on that
legislation. : . K g T -

As can be seen, this approach toward solving the rural problem

~was quite similar to the one presented in the 1340 decade. During

that period a clear distinction was also made between the two
distinct sectors of Venezuesla's agriculture. These two sectors
were not scen as contradictory for policy purposes, although
latifundiaism was excluded from both of these categories. The
backwardness of agriculture contained in the 1960's, as in the-
1940's, two clements: first, the inefficient low-yielding commer-
cial farming scctors which in the 1940 decade made massive imports
of foodstuffs necessary and, second, the rural poverty problem:
with all of its social, institutional and economic implications.
It was believed-that while improvements in economic efficiency of
tha commercial sectors could be brought about, mainly by making
more capital available to them, the solution of the campesino's
problem centered around the implementation of the agrarian rzform,
which not only implied giving him land, but also technical assist-
ance and credit. The agrarian reform can be viewed not merely
as a policy scheme to provide some- 200,000 peasants with their ‘
own land, but as an effort to integrate economically, socially and
politically this large segment of the country's population into
the mainstream of modern life. ‘

- thile agricultural development apparently was being perceived
as an issuec of great national urgency during the first two or
three years of the new democratic system, resource assignments
by the central government to the sector did not show a pronouncad
overall change from previous patterns. During the 1350's, total
budgetary assignments to agriculture had fluctuated around 7 percent
of the national budget. For the 1958 to 1967 period, this per-
centage increased slightly to around 10.5 percent (see Table V-3).
As the national budget expanded from Bs. 6097 million in 1957-58
to Bs. 8186 million in 1967 (2 34.2 percent increase), overall
expenditures in agriculture rose by 43 percent (from Bs. 579
million to Bs. 831 million). ‘ . -
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TABLE V-3

1957-58,

1967

(Ma]!xons of bolnvaras)

BUD"ETARY EXPENDITURES IN THE AGR%CULTURAL SECTOR BY AGENCY

Ministry

Agri- | '

Péfcent~of

B 3 o "~ Total Agri-

Total  Total of Agri- Aqrar:an ~cultural  lrriga- Coffeec i culture to
Budget National Agri- _culture Institute Bank = tion and Cacao - Milk  Rural . National
Year - Budget culture _ (MAC)anm (iAN) - (B&P) . (MOP) Sgggidiesb-spbsidy-Hoosingg ‘Budget .
1957-5% 6,027.9 579.2 . 323.3 59. - .86.2 71.8 6.8 21.2 F i S 9.5
1953-59 6,619.1 467.3  259.5 100.3 - 0.3 . 69.3 1.6  27.3 9.0 7.0 E
1959-60 5,716.1 5%0.0  25k.2 121.6 68.3 65.9 1000 . 32.4 - 27.4 8.6
1360-51 7,114.3 813.7  326.1 193.5 100.0 112.4 13.9 36.8 250 1l.b°
1961 (sem) 3,187.8 338.3  135.3 78.0 39.9 51.4 -m b 019080 1349 10.6
1962 6,553.4 . 689.1 2648 139.3 63.0 1356.6 3.8 43.6  33.0  10.5 -
1963 6,633.3 623.6 'rzZA,z 107.8 50.0 143.3 .3 k2.0 ~ 46.0 g
1964 7,202.5 793.5 = 232.3 150.8-  130.0 © 163.0 - 8.5 4.0 67.9 1.1
1965 7,587. 3 867.3  279.6 150.2 150.0 158.2 1.2 k.0 77.5 Wk
1964 5,019.5 893.1  27h.6 168.7 100.0.  217.5  13.0 bo.0  79.3  tl.1-
19672 8,186.0 B331.2  290.9 168.7 100.0 - 231.6 NoT. ko,0  d.b. 1001

aDecreed budget, January 1967. © CRural Housing Program.
bRefurs to calendar ybar d&o information
HOTE: Up to Ju!y 1961 the Vanezuelan budget year was from July l to June 30 Semester 1961 was. fo
: transstory (Ju!y to December) xfter 1952 thg budget year equaled calendar year .

Source: 1 Budget Law and ','

e s sl

thnsterao de Hacnenda, Direcc;on ngeral de gresupuesto Yeariy ﬁatlcna

files of ‘said agency.

-3/ -
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The internal composition of agricultural éexpenditures, -

" however, showcd a considerable modification from that of the -
~ previous decade. In the first place, the Agricultural Bank (BAP)
" again started receiving regular appropriations, although these

~ fluctuated considerably throughout: the period. They amounted to
around 15 percent for the last: sik yesars. As-expected, the-Agrarian
Institute's (1AH) budget also inecreased considerably, but for
the last four years of the period under-consideration their
appropriations stabilized after having been curtailed by Congress
in 1952 and 1953 from the all=time high of Bs. 139.5 million. in
1960-61 (see Table V-3). Throughout the whole period, approximately
“one~fifth of the total agricultural budget was assigned to this
agency which was in charge of. executing the agrarian reform. The
most noticeable charmge ocecurréd iin the funds of the Ministry of
Agriculture (MAC), which failed to increase proportlonately.,v

1ts share of the agricultural pig decreased from over half in
1957-1959 to one~third in the last years of the period, . Expend|-
_tures in irrigation, a program being carried out by the A:nlstry

of Public Yorks ~{i10P)~~and ‘not-jointly with the MAC, as, in former
- years~-expanded impressivély.. In ten years it trebled, amounting
in 1967 to a little over anemfourth @f the total agricultural '
budget.~ : L fE v Er ‘ o : e
"The rural housang program, expcuted by a specnalnzed agency
(Malarialogia) of the Hinistry of Health, dramatically increased
its expenditures from a meres Bs. 3 mhlliqn in 1953-59 to almost
Bs. 80 million in 1966. The milk subsidy, after showing a con-
tinued rise up to 1963 when it reached Bs. 42 million, became
stabilized thereafter at a Bs. 40 million-per year: Coffee and
cacao, the only major export .crops; continued to-receive an
indirect subsidy by the Central Bank {BCV). tthugh a differential
exchange ‘rate which fluctuated consnderably according to the ..
volume of exports. hr et
Tha previous d;scuss;on gavn only ‘an: Qvurall view of thu

quantttatuve changes that occurred in-the distribution of the.
state's monetary resources in the-agricultural sector, without
making raference to how much of them were channeled toward the
campesino sector. Although opecratively it becomes difficult to
determine an exact amount in this. sense because of the lack of
detailed figures, and also because of the dual purpose of some
of the specific programs {(such as extension; research and irriga-
tion), a tentative figure would be that during the 1963 to 1967
- period between 50 and 60 percent of the total government budget
“in agriculture was spacifically directed toward programs dealing
with the improvement of the socio~economic condition of.the small
peasant. So, for example, the extension service of the Ministry

of Agriculture after 1962 dealt almost exclusively with beneficiaries
of the agrarian reform. The ambitious irrigation program of the
Ministry of Public Vorks rapidly changed its emphasis to establishing
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small peasant holdings in accordance with provisions of the Agrarian
 Reform Law. The Banco Agricola 'y Pecuario (BAP) after 1359 insti-
“tuted a specific credit line, the credito campesino, for financing
short-term cash crops. Over fifty percent of its yearly lendings
went into this field. Even the special long-term credit programs

" jointly administered by the BAP and Ministry of Agriculture for

improving performance of the cattle,coffee and cacao subsectors
(originally conceived in 1958 for only large commercial farmers
because they required a mortgage guarantee) became increasingly
accessible to small farmers by changing the mortgage provisions.

By 1966, most of the specific programs carried out directly
by the Venezuelan government through its diverse specialized
agencies in the rural areas had ' become involved with the
campesino sector in one way or another. The number of these
schemes ‘js quite large, as well as the number of agencies involved
in them. ! ¥ DE P g i ¢ :

The basis for this problem-solving approach was not only the
1960 agrarian reform bill, but was also an outgrowth of the demo-
cratization and politicization process that was taking place in
the general sphere of policy decision formulation and implementation.
The Federacion Campesina de Venezuela (FCV) and the two major
“‘political parties (AD and COPEI) played a decisive role in the
problem-solving process of thé peasant sector, as will be demon-
strated in a later section. It may be posited, nevertheless, that
the lack of proper coordination of this effort left much to be
desired, becausé the politicization of the allocation process had
spillover effects for implementation of technical aspects aof the
~ various programs. Consequently, investment maximization considera-
tions often played only a peripheral role in the implementation
procedures, leaving the possibility open that the State's resources
were either being squandered or were being invested in such a manner
that their benefits or effectiveness were quite low. Additionally,
the government lacked the administrative capability to match the
rapidly expanding demands imposed upon it. Various attempts to -
improve the state's administrative capability ran into political
difficulties and were not effactive.53 = Setmn

Commercial Agriculture and Pressure Groups

o While the state was significantly augmenting the amount of

" resources made available to the campesino sector it was also
undertaking policies to directly benefit and increase the productive
efficiency of commercial agriculture. Commercial farmers demanded
increases in profits and a climate of security of expectations

that would precisely make possible said profit augmentation.

The ‘demand for security of expectations arose out of the
uncertainty that accompanicd implementation of agrarian reform
and was initially centered around land invasions and later around
legal provisions to control the advancement of the agricultural
frontier. : ‘
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~_-Since the main concern of the commercial farmer was with .
~improving his economic position, his demands from the government

were directed at those spheres of policy which would insure him a
more favorable competitive position in the market. .. .

In the first place, a more effective protection was demanded
from lower-priced imports. Second, the increasing -availability
of ''cheap and expedient credit'' was regarded as essential. Third,
the state was asked to provide a secure outlet for his production.
And, fourth, the availability of ''reasonably’ priced inputs was
to be secured by government intervention. In order to obtain these
benefits, pressure was applied via producers' associations.

" As has been already mentioned in previous chapters, several
of these pressure groups were established in the late 1930's and
generally led a very insccure and innocuous existence throughout
the 1940's and 1950's. ~ Because of the highly autocratic decision=
making process that prevailed during those decades, and because of
_ the smallness of the associations, demands put forward :during those
~years were not very articulate’and quite often had little effect
on governméntal decision-makers. Producers' associations either
‘formulated their demands individually or through the Camara Agricola
or Federacion Venezolana de Camaras y Asociaciones de Comercio y

Produccion (FEDECAMARAS). by

But as commercial agriculture increased in importance and -
specialized production regions appeared in the 1950's, the producers'
associations gained in strength, consolidated themselves, and became
very vociferous in their demands. B8y the middie of the 1960's,
even conflicts among these groups became frequent and the state had
to intervene as a ‘mediator. : ; e

~ The almost-dormant Camara Agricola, which never showed a clear
leadership, disappeared in 1261 and was replaced by FEDEAGRO
(Federacion Hacional de Asociaciones de Productores Agropecuarios) .
At the same time, as FEDECAMARAS became more actively involved in
national policy ‘questions, so did the "'agricultural group' within
the Faderation, ‘gaining prominence and prestige. ..,

A new agricultural policy decision-making matrix thus became
astablished ‘through which pressure was exercised upon the state
quite effectively on matters of direct concern to commercial farmers.
The matrix also functioned as a grievance and problem-transmitter,
But, at the same time, it allowed the government to act as an
arbitrator when conflicts arose between pressure-groups. The most
predominanfféﬁfICu]tural~pkoducers' associations were the following:
Asociacion Nacional de Ganaderos (cattlemen), Sociedad Rural del
.Zulia (represcenting mainly commercial milk producers of that state),
Asociacion de’ Cultivadores de Algodon (cotton growers), Asociacion
 de Productores Rurales de Portuguesa (uniting the highly commercial,

successful rice, sesame and corn-growing farmers in that state),
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Union de Cultivadores de Tabaco (tobacco growers), Asociacion de
Canicultores (sugar cane farmers), Asociacion Venezolana de Cafi-
qutores‘(boffee growers),tﬁSoCiacion~wacional‘deyﬁriaddtes §qw,
tanado Porcino (hog farmers), and two regional potatc farmers associa-
tions. Locause many of tha preducers' associations led a very
ephameral existence or came into action only wien a specific

problem arosc that affected the interasts of their associates,

it becomes rather difficult to ascertain either the exact numder

of them or th: number of member farmers. '

By 1965, at least seventeen national associations existed, .
representing specific commodity producers such as tobacco, coffee,
cacao, cattle, etc., and around twenty-one statewide or regional
aroups, of which noc more than six were actively engaged in represent-
ing the interests of their associations.. ' i

- As pressure groups kept increasing theirAqemands>for'state‘
action, -an-institutional apparatus emerged within government that
tried to formalize .their demands through clear agreements. This
system consisted of ''routinizing the resolution of recurrent types
of interest demands and conflicts''53 through the institution of the
Juntas Macionales de la Produccion (Haticnal Production Juntas) in
1960. These were special boards, constituted undéf;thgkauspiées of
the Ministry of Agriculture, in which the d}fferentfand,confliéting
interests for a specific problem area were brought together and
formal agreement was sought to which all involved parties had to

. adherg.éﬂ S

~ Zefore the establishment of the 'Junta de Produccion Conflict
Resolving System'! for commercial agriculture, direct and personal
contact between association representatives and high government
officials was the most frequently used mechanism. :

" Two government agencies dealt almost exclusively with conflicts
concerning agriculture: the economics department of the Ministry
of Agriculture and the Industrics and commerce departments (direc-
ciones) ofithe Ministry of Production (Fomento). Both of these
offices became more important within the Junta's procedures as.
the import substitution policy of the government exercised influence
~ on development and growth of manufacturing industry, with its
repefcussions on a more pronouncad demand for agricultural products.
1t was-precisely the Ministerio de Femento that became the agency
for regulating and directing the import substitution effort. -

A cénSiderablevamountvofuthe:growtb¢that«oc;urned»infthe7u
agricultural sector, as has been indicated previously, originated
from the increased demand for agro-industrial commodities by
industries. BSut this had as a consequence the emergence of agri-
cultural pressure groups opposing the oligopsonistic position of
‘several of ‘the industries. This brought out conflict, and the
“manner in which these conflicts were resolved as they became more
frequent was the Junta de Produccion system. Another origin of
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the rising friction between industry and commercial agriculture.
was the desire of the latter to obtain guaranteed prices through
specific contracts, while the former often complained about the

low and varying quality of the natienally: ‘produced: commodities,
besides the higher prices in relation to forelgn produced goods..

. Thus, clearly’ dcflned conflict areas emerged, which often were
made more acute by the government's 'import ‘substitution at all
costs” approach to stnmulatnng nataonal agracuitural and Jindustrial
output.j{" : s - _

hile undoubtedly many oF‘theVagreementsufeached;in the Juntas'
bargaining procedure scrved only to keep promoting inefficiency in
~agricultyre and contributed tc the high cost of industrial output,
they undoubtedly also served to avoid impasses and provided the
required stimulus for hlgher agrnculturai output. An additional
beneficial aspect was that the industrial demands requirement
obligated farmers to adopt modern technoiogy, which-in some cases
actually reducad productnon costs, as in Tobacco, eggs, sesame and
cotton., In the first two of these, periodic surpluses appeared and
efforts were madé to dispose of them on the world market. Never=-
theless, not all of the conflicts werg" with the industrial sector.
For some products that did not require an intermediate manufacturing
process, confllcts arose betweun government, producers and commerce,
when, pronounced pr:ce increases developed-and the: official sector
insisted on regulating the price, such as in potatoes: (before 1962)
and beef meat, or when temporary surpluses ‘appeared with their
downward pressure on the price, such as in eggs and poultry meat.

In summary, durtng the 1960's, with emergence of.a more complex
demand-supply structure in the commercial agricultural sector, more
pOSSiblllt!uS of c0nf!|ct apneared between that sector: and industry.

' The mechanisms that’evolved to solve these conflicts’ and shape

"policy were special arbttratlng boards, the Juntas-Hacionales de
Produccion. ‘'‘hile- tHey might seem to be an- innovation in solving
conflicts, they wcre basically an outgrowth of the personal contact
system that existed when conflicts were ‘less sevare and frequent
because of the rather simple demand-supply relationship:for agri-
cultural products. This personal contact system between "the highest
government officials and the representattves of the producers kept
on operating in exceptional cases when a complete ‘impasse was
reached wlthxn the Juntas, and the direct intérvention of the
Minister was requlred Sut generally, solution of conflicts was
sought through “g:v”-and-take“ ‘procedures. That the results
obtained through this were not always the most satisfying, either
~ to the groups tnvolved or to the natuon as a whole, can be readaly
understood : _

ﬁéonomic Planning aﬁd‘Frustfated Adminiétfétive Reform

Commercial agrccultura! policy, although grcatly influenced
by the subtle interplay of pressure group interests, was: also
strongly motivated by other goals that emerged from within the
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goVérnmeht—through“ther@oﬂigica];pa;tigsfand through the newly
eStébl?Shed?natianai\plann%ng system. I :

" The 1958 national consensus on the need»towimprQVévaerall
socio-economic conditions in the country directed its attention
to the very obvious archaic nublic adminlstratjon"and;a_iively L
discussion emerged on how to increase its efficiency. As a result
of these discussionsy two Nerygimportgn;;commissj0n$ were appointed
by the provisional government of Admiral Larrazabal to study the
means to reorganize the national bureaucratic structure and to
'anuifepfnto;the-fﬁasibiijtygofiestablishjngﬂa,natiqnal economic
planning system. = . iy i ol

SE T it kiR e i o R
The outcome of the work of these two study groups was, on the

onhe hand;:thé;estab]ishment,qf,the,Natipnal,Commisslonjof Public

Administration (Presidential Decree 287 of Junme 27, 1958), and on

the other hand;rtbeugnqmulgaxion‘offDecree_No% 492, the Law of

Coordination and Planning. -Soth of these innovative features in

the public administration-were met with diFficulti¢§;iﬁhefén;;in

any attempt to reduce discretionary and;centkalizeﬁ*pQWQr_witﬁin

‘the establishedsnationalybgtgaugfa;y;,4Fdrtherm0re,’b9§h of these

reforms were implemented during a period of intense politicization

of public life, when the political snoils system and patronage

‘was spreadihggr@ihargfas;ythrOQQhout,theTCOuntryfé,bgteauCra;y;;
" as an outgrowth of the long-established and ingrained tradition
of personal favoritism and nepotism within the country's public
- administration. . . L g Fi

: Rational reform-through cstablishment of modern administrative
' Prdteduresﬁand;mBExspoilsﬂ§ystem;are:inﬁompaxiblé§ ‘Thus, the
initial impetus to carry out these two reform attempts within the
government;wereflostnat'anfearly Sxagg;’ahd_thg;ﬁmﬁlemehtatjqﬁf
procedures and-tactics had to be extensively modified in order to
achieve some-limited success, i thout doubt, the work of the

Administration Commission, because of the wide scope Oé‘its;under-

‘taking, encountered paftigularky=strphg;bp9951t10n,éand,itslprogram

was substantially modified as its reform attempt became more and
more frustrated. . - S we : ’ g

In-the three agricultural agencies (MAC, 1AW and BAP), the
Commissionéundeﬁtgek,seri@us,attémpts'togreform existing organiza-
tion and administrative procedures. After the required studies
were finished and presented to the agencies' executives for
implementation, they were completely rejected by the Ministry of
Agricultysg.,,ln the Agrarian institute only those proposals for
streamlining the central office services in Caracas were adopted,
while the field services went untouched. In the Agricultural Bank,
which underwent a most, severe financial crisis due to mismanagement
in 1959-60, most of the proposals were put into effect under the
able direction of Dr. Alejandro Osorio.. As a matter of fact,
several of the closest collaborators of Osorio in changing the
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administrative structure of the 2ank were former officials of the
Commission. .“evartheless, the idea of the imperative need to
increase efficiency of the archaic national bureaucracy was never
fully given up, and the Commission kept functioning even after 1962,
when much of its power and resources were scverely curtailed. It
played an important role in the implementation of program budgets
in all of the national agencies and did substantial work in the
reorganization of some autonomous institutes and ministries. Also,
it prompted the creation of a iHational School of Public Administra=-
tion. Its initial goal, nevertheless, to completely revamp the
nation's administrative apparatus and proceedings, tc establish
an independent civil service, and to decentralize and coordinate
decision-making processes did not meet with success. ‘

‘The achievements of the central economic planning system, under
the guidance of the Central Office for Planning and Coordination
(CORDIPLAN) were more encouraging. And this occurred largely
because the nature and extent of the adopted planning system did
not antagonize the political leadership. On the contrary, it had
the full backing of the president. The implementation of the
operative procedures was gradual and carefully geared so that
support of the different parties that were directly affected by it
(government bureaucracy, autonomous institutes and private business
sectors) could be obtained. Furthermore, the economic, social or
political doctrine or ideology, was flexible in its approach to
problem-solving procedures. : ‘

The basic function of the Central Planning Office was to
formulate a national development plan with the cooperation and
consultation of existing government agencies and the private sectors
of the economy. 'The setting of policy goals and the selection
from among alternative means for achieving those goals was ultimately
the responsibility of the President and his Council of Ministers.
CORDIPLAN was to be the top level advisor to these decisions . b1
CORDIPLAN was established as a staff agency directly attached to
the presidency, and as such it was akble to wield considerable
influence on the overall national policy formulation and implementa-
‘tion. This role was even further strengthened by its specific
functions of coordination of the different government agencies"
~ economic programs. Economic planning in VYenezuela in its first

six years of existence emerged as a 'ilational System of Coordination
and Planning in which the interrelated functions of data collection
and analysis, program formulation and implementation are carried

out through the ministries and autonomous institutes, and all ‘the
way down through regional, state and municipal planning agencies.
It was to be the responsibility of the central planning office to
promote, guide and coordinate these scattered planning efforts.''62
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Thus, -the work undertaken by CORDIPLAN can be divided .into two
large areas: ‘the formulation of a national economic plan in which
specific goals to be achieved were spelled out in terms of avail-

. fsble resources (these were presented in four-year plans, known as
‘the Plan de la-Nacion), and the coordination of the government
‘agencies' programs for achieving the established goals. '

The formulation of the economic plans was severely. limited
by the lack of adequate and reliable statistical data, so that
in many sectors the established growth targets were nothing more
than extrapolations of past trends. Furthermore, partially because
of the lack of data on investment and savings in the private sectors
of the economy, no clear-cut implementation.po)iéies.and,progeedings
were indicated. Speclal emphasis was given to the direct alTocation
“of resources only in thosc economic activities that depended heavily
upon the budget of the national government. As a consequence, -
CORDIPLAN ‘hecame most concerned with the management of the national
budget and instrumental in the firm establishment of the program-
- budget. technique throughout the government. This, of course, is
not surprising, given the tremendous influence that the state
monetary resources have on the country's economic development.
. Some other characteristics of the four-year plans are the
following: a sectoral approach, from which the overall plan is
built upward; no major financial constraints, precisely»because”
the plans based themselves heavily on expected government revenues
and expenditures; no domestic saving generation; and no attention
to ‘input-output interrelationships between sectors. 1n other words,
little concern is placed on '‘planning consistency,'' because of the
.~ peculiar position of the country in regard to the continuous and
massive foreign exchange inflow and the derived benefits from it
- -(capital formation, imports of capital goods, foreign exchange,
etc.). Llastly, it should be pointed out that the Planes Cuatrienales

do not discuss the "mechanisms by which their implementation might
be checked or evaluated, although the adoption of the program-
budget may be a first step in that dire;tion.“@B '

From the foregoing, it can be seen that CORDIPLAN's efforts
to formulate well-conceived development plans were not successful.
Undoubtedly, when measuring the growth targets expressed in the

plans with the actual achievements of the economy for the 1962-66
 period, they missed their marks. !n this way, then, they were
not very effective. So, for instance, the Plan de la Nacion 1960~
64 indicated an achievable growth rate of 7 percent per year, while
. the obtained rate came to only 4 percent. Similar discrepancies
can be pointed out for most sectors of the cconomy.  (The growth
target for agriculture was set at 8 percent per annum for 1963-66,
while the achieved rate was 6.9 percent.) ‘

But the idea behind the Venczuelan planning system went &
little further than elaborating mechanical plans that should
achieve some proposed targets. This, of course, would be an
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extremely technocratic and naive criteria for conceiving planning
as an instrument of rationalizing decision-making criteria and/or
accelerating economic growth. i :

Given the basically frec-market-oriented Veneczuelan economy
and the relatively strong position of the private sector in the
solicy decision-making process=-through the pressure group system--
Venezuelan planning necessarily had to persuade those sectors. to
adopt some of the implementation procedures and policies outlined
in the plans. Concerning the government sector in this sense, its
task was much easier because of the close attachment of CORDIPLAN
to the president's office. R e : <

Within this framework, then, the planning process becomes
relevant for oparative purposes in the sense that its success and/or
~failure can be apprec¢iated according to the following criteria:

(a) to what extent has the planning office influenced the establish-
ment of tangible and economically rational policy goals for the
‘different sectors of the c¢conomy? (b) Has the planning process.
‘influenced the allocation and/or distribution of resources within
the outlined cconomic policy? : '

In relation to the first, the policy goals and their content
had been established outside the planning technocracy. They were
basically the outcome of the evolution of the social, economic and
political institutions of ‘the country, often finding their roots in
the historical matrix that determined the present-day stage of
development. Thus, perception of Venezuelan economic development
was in terms of the past (Gomez cra, agrarian reform, and the rural
poverty issue, import substitution and the need for economic diversi-
fication through industrialization, broadening of the whole educa-
tional system, expansion  of employment opportunities, etc.).

These planning goals of the 1960's were already part of the ideo-
Togical baggage of most political parties and firmly entrenched
within the middle class ‘feltanschauung of the national elites.
CORDIPLAN expounded them only as a type of neo-orthodoxy in modern-
day development jargon. P =

Conicerning the second criteria--rational allocation of scarce
resources--the influence of the planning agency became quite pro-
nounced and in certain quarters, ‘even effective. Two factors
probably accounted for this: “the prestige of the agency because
of its close attachment to the president's office, and the image
of seriousness and objectivity that it was able to create for itself
~ through scholarly pronouncements . and presentation of its arguments
“by its technical and executive staff. Lo :

In the government sphere, the firm implementation of the
program-budget system is an cxample of the successful actions of -
CORDIPLAM, The installation of many intergovernmental boards or
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committees for handling specific problem areas is another example

of the agency's work, such as the Hational Vater Resources Committee,
the Agrarian Reform Coordination Committee, the Majaguas,lrrigation
Project Joint Administrative Board, the Committee for Metallurgical
Industrics and the various.regional devalopment agencies. '

The established government investment targets, the composition
thereof, and the avoidance of costly duplication of expenditures
was another area in which CORDIPLAN was rather successful. in
" other words, its impact on the work done by operational agencies
was strongly felt, forcing executives to formulate special programs
and policies within the general policy framework established in
the development plan.

"Taking a still larger view of CORDIPLAN's role, it has been
a major promoter and salesman of the development 'myst}que.fﬂﬁh;
The agency was able to stimulate debate and commentaries on a large
variety of economic and social issues, making especially strong
emphasis on the dwindling petroleum reserves and the need to promote
rationally conceived policies that would replace that resource as
the prime development promoter. The plan became the center point
for meaningful and frank discussions betwecn even the most antagon-
“istic entities. Uith ever-increasing frequency it was cited by
political parties, labor unions, cconomic pressure groups, and
other segments of society, thus creating a consciousness of the
urgency of employing rational means for accelerating development
in view of dwindling petroleum reserves.

The presence of CORDIPLAN officials became more frequent in
meetings between pending economic interest groups, such as the
“Juntas de Produccion, and often the intervention of the agency

was asked to settle conflicting interests. .

Thus, the role of CORDIPLAM was that of a teacher, politician,
diplomat and promoter of a new planning mystique and consciousness
rather than the promoter of a specific plan. [Its success cannot
be attributed as much to its work in economic analysis as to its
role as a promoter of the imperative necessity to make economic
decisions within a framework of developmental rationale.

At first, the effects of the central planning system on the
decision-making process and implementation procedures in the agri-
cultural sector were partially neutralized by the main agencies
concerned with agricultural policy. The political ccalitions that
were necessary for the AD party to govern had a strong influence
on this. In addition, the long tradition of centralized authority
within each agency where the chief exccutive considered himself
a supreme master hindered central planning.
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- Coordination Between Agricultural Agencics

.- The government of Betancourt initially established a coalition
with the COPEl and ‘URD parties, from which the latter .retired in
1960. The ministries and autonomous institutes were divided among
‘the coalition parties, a practice that was followed by the succeeding
Leoni ‘governmént which established a coalition with the URD and FND
parties.- : : o : :

Throughout .these: two governments, the AD party laid.claim to
the Agrarian Institute (1AN) although members of the other coalition
parties, were represented in the directorate. - .The Agricultural
Bank was ‘either directed by an AD member or-a politically. independent
person, but highly sympathetic to the government party:- The
Ministry of Agriculture had as its chief executive. throughout
the Betancourt ‘administration a COPEl member, and during the
following Leoni government, either.an FiD minister or an Ab-inclined
independent. The Department. of Hydraulic Horks of the Ministry
of Public Yorks that was responsible for the ambitious irrigation

" program'was hcaded throughout the two presidential periods by an

AD member. It should be pointed out, nevertheless, that lower
echelon executives in all of these agencies were appointed, subject
to presidential approval, according to. proportionate party coalition
membership.: ' . L o :

An administration based on such precarious arrangements made
a most difficult affair out of the decision-making process, not to
‘mention the complex operative procedure required to coordinate
~the implementation:of scme specific programs. There were several
“instances when a complete communication breakdown. occurred. among

agency heads because of personal and/or political differences.

Although formally the Minister of Agriculture was the supreme

exccutive in all matters concerning the agricultural sector, and
the 1AN and BAP were autonomous institutes constitutionally attached
to the ministry, ‘in practice they proceeded quite independently,
often disrcgarding the desired policies of the Minister. Even
- the highly competent, effective and forceful Minister Osorio of

the Leoni government was unable .to achieve a workable arrangement
with the other agencies. . Although the lack of -proper coordination
was openly recognized, relatively little was done to improve it

for the first few years. It was because of involvement of CORDIPLAN
in agrarian and agricultural programs that coordination at a tech-
nical level became quite frequent after 1963. - As a matter of fact,
the proliferation of coordinating committees or specialized boards
" became so pronounced that it is difficult -to assess their effective-
ness. Many :of them were only short-lived, and their main function
was simply the interchange of ideas. HNevertheless, some of them
actually became decision-making bodies at a program level and re-
quired a permanent staff. Some cven obtained financial aid from
privatefsectors._ Among ‘the most important and permanent ones are:



the 0ffice for Farm Development in the lrrigation Systems (0DASIR),
the Agro-Industrial Commission, the Fondo Nacional de Cafe y Cacao,
~ the Hational Marketlng Commission, the National Fund for Agricul-
tural Research; the Fund for Cotton Development, the Fund for
© Fruit Development, and the Agrarian Reform Coordination. Commj ttee.
Hlthough it is difficult to ascertain the number of these spec:al-
ized bodies 'in existence, because of the provnssonal npature of
some of them, by 1965 there were approximately fifteen of them
that carried out a regular working program, and at least thlrteen
addnt»ona! ones “that c0nvenad rather nrr;gularly.;gaq e ;

g ¢ 3

The three basic :ﬁr:cu!turbi S vtﬂr aJvarnn@nt ag=nc;es and '
their structures were all direct descendants of agencies of the
late 1930's. Vhile ‘the internal administrative structure of the
Agrarian Institute had been substantially changed.to meet. the .
requirements of the new agrarian reform program, the: xnternal :
organization of- the Ministry of Agriculture and Agricul tural Bank
‘remalned amazangly snmzlar to the ones of some twenty years uarluer.

Thus, ‘the Mln:stry s main problem"solvang approach was through
spmcsa112Ld offices, called directions, dealing with specific fields
';of competence (extens&on, research, animal husbandry; engineering,
“natural renewable resources and agr;cultura] ‘economics). If the

need for a new service arose, it was grafted onto one, of the: existing
directions. So, for example, the establishment of a national
cadaster system became the responsibility of the Direction of
Natural Renewable Resources, as well as a widely expanded ocean.
fishing and national parks program. Similarly, the. special cattle
development credit program: {Plan Ganadero) was admcnlstmred by the
animal husbandry direction (Direccion de Ganaderia), and the simul-
taneously conceived coffee and cacac program became attached to

the extension direction, The disbursement of funds and recuperation
‘\of the undrvxdual loans was undurtaken by the Agracultural Bank.

ncwledgeable insnders at the: Hlntstry of Aqucultura insist
that’ the organization of that agency has been largely determined by
the professional associations (colegios profesionales). that consider
the different directions ‘as their domain. So, for example, foresters
©lay ‘élaim to the Direcction of Renewable Resources. and opposed its
reorganization or the nomsnation of a nonforester as -its .director,
. The Direccion de’ Ganaderia has been the ‘traditional fiefdom of .
“Lveternnarsans, who not only. have ‘openly rejected the transference
of some of its divisions to other directions within the Ministry--

’“?“cxten510n, for example~~but have opposed the incorporation in its

‘staff of animal husbandry technicians, a profession not taught
" in the Venezuelan universities. The conflicts between these associa-
‘tions within the Hinistry has been a constant source ‘of friction
that has made needed restructuring extremely difficult. As a direct
consequence of all this, all modification attempts since the 1960'
have been haphazard, amounting only to name changes in many cases.
The opposition encountered in the Ministry of Agriculture to the
reforms proposed by the Public Administration Commission can largely
be attributed to these professional associations.
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Nevertheless, the level of professionalization throughout the
Ministry of Agriculture has continued to increase since the middle
of the 1950's, largely as a result of the increasing number of
technicians that became available as the output of universities and
vocational schools expanded. - : 3

In the 1960's a distinction became clear in the Ministry of
Agriculture as to which of the two basic sectors“shou}dvrééefve
resources, ., The commercial agriculture sector continued to receive
some of the state's resources in order. to increase its low productive
efficiency. But, at the same tima,;tha‘pbverty—ridden'campesino
-sector obtained increasing attention andnreseurce assignments within
the framework of the agrarian reform program. Here the representa-
tives of the campesinos, through the Federacion Campesina de Vene-
zuela, came to exercise a direct influence on . problem-solving
procedures. L gt : oo : b

¢

“The Agrarian Reform Law of:1960 ¢fc‘ £

" The agrarian reform law of 1960, hereafter referred to as the
Law, was preceded not only by an intense public discussion and the
nomination of broad commissions to prepare the legislation, but also

by an intensified land settlement program carried out by the Instituto
‘Agrario Nacional, based on the agrarian: statute of 1943,

fn 1958, the government, through: the Ministry of Agriculture,

‘nominated a large and ideolegically varied commission to undertake

an inquiry into existing agrarian problems, with the purpose of
‘presenting a proposed agrarian reform law to the executiVeQ66, The
Agrarian Reform Commission divided itself into four subcommissions
for working purposes: - legal, economic,.socia)@and.agrOftechnical.
ithin thz group were representatives of all. major parties and of
almost all social and cconomic interests. There was the Archbishop
of Caracas, the commander of the Guardia Hacional of the Army,
respected university professors, the head of the Federacidn Campesina
de Venezuela, representatives of FEDECAMARAS, the owner of the
largest sugar enterprise in the country, public officials, politically
independent lawyers, and prominent businessmen and financiers. Even.
“two foreign economic advisors of the Hinistry of Agriculture became
actively engaged in it. The work of the four subcommissions was
coordinated by an outspoken economist==-a member of the Communist
) party. : FROPUR o . , 5

The outcome of the research and deliberation of such a hetero-
geneous group was necessarily a compromise. However, the three
previous agrarian reform legislations were contained in many
features of the 1960 Law. Thus, a certain legal continuity was
maintained, although new clements appeared to. be influenced by
the recent developmental consciousnass that was quite strong among
the members..of “the economic subcommission. - . = :
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' One of the most distinctive features of ‘the 1960 Venczuelan
agrarian reform legislation is ithe procedure prescribed for
distribution of land among the peasantry. Unlike! other Latin
American agrarian laws, where the initiative for distribution . .
emanates from the authorities who decide which land should be . -
subdivided and among which persons, the Law explicitly places

the ihitiativc'bﬁ‘théfférméFS"(ChaptérVJJrArtTclés'93-10J)a;
They;’eithér“individUaY1y’o*'iﬁ*a%saéiation; petition for a . .-

' specific property or piece of land, making a specific indication.

if it is not fulfilling its ''social function.' The petition pro-
cedures are rather simple, indicating the name, age, number: of
dependents ‘of the petitionér, ‘etc. - The petition has to be verified
'vby]the'{ﬂnfg;f?éld office within ninety 'days .and has to be sent -
to the head office in'Caracas where a'decision.is made according
to the legal situation-of the land and the financial possibilities
for acquisition. Once the petition has been granted, the campesinos
elect an administrative committee among themselves which serves

as liaison on administrative matters between the newly ‘established
settlement (asentamiento) and the Agrarian Institute. In practice,
~ thé administrative committee's functions have been taken over

"TﬁisTp?QCedUéé‘hés*beeh“reépcﬁsibie~fOr'the.pecullarvdynamics
of the Venezuelan land distribuation process. Through:it, peasants
have become directly involved in the agrarian question and it has
“greatlygfacil]tatéd-theﬁpéli&izationrof&theacampesinonby the Federa-
cion Campesina de Venezuela. ' The organization of the landless .
peasants in agrarian syndicates almost always preceded the petition
for land,’ thus making syndicalization quite palatable to the indi-
vidualistic campesino. At the early stages of the:reform, when
the!Agférian,rﬁétitutefSimpTVTﬁbuld:hbt?ﬁand%e'thefavalancherafi
petitions, the syndicates of the campesinos took matters: into
~their own hands and took the land over (invasions), disregarding
procedures outlined in the Law. = = = . o0

The Role of the Federacidn Campesina de Venezuela in Agrarian Reform

" In 1958 the FCV 'had organized 130 syndicates with k 4586

' members,Qthéh’écCoUﬁtédﬁfofﬁié“percenﬁiof all- labor unions operating

‘in the country. The following year, 782 syndicates were operating

with 39,000 members, and in 19560, when the agrarian reform was

promulgated, there were 1,313 rural unions with 31,000 affiliates,

~ that comprised 68 percent of all the syndicates of Venezuela. By
1965, the Federacidn Campesina controlled almost: 3,500 syndicates,
with over 171,000 members, which comprised almost three-fourths

of all national unions. = DERORE e e inEe e sl e

Thé*FedefacidH?Cémﬁésina,“at»thésnatioﬂal‘leVeI,:Js governed
by the Hational Executive Committee (CER); which .is elected by the
delegates at the national conventions that-take:place .approximately
every three years. At the state level, the prevailing organization
is called a Seccional and is governed usually by a five-man executive
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commi ttee. Members of these committees are elected im regional
conventions by representative delegates of the local unions. These
are governed by a five-member Junta Directiva.

‘ The Federation's role in the rural problem-solving of Veneszuela
‘through the agrarian reform program was that of a “feed-back problem
formation-transmission system' from the individual campesino,
through his local leader, to the higher cchelons of the Federation's
hierarchical structure (seccionales and headquarters). '‘The campe-
sino who lives in the problem-environment is in .a more valid
position to generate such feedback than any other system partici-
pant . . . .'"67 But the efficiency of the feedback information
‘transmission is conditioned on how well or efficiently the local
sindicato leader calls the attention of the higher-ups to the
specific problem situation. e L , ,

At the intermediate level of this feedback through the
Seccionales, several of the specific problems can be solved. through
the direct and formal linkages that exist with other public agents
of the problem~solving system==Agricultural Bank, Instituto Agrario,
Ministry of Agriculture (all of these also have regional offices)--
or through informal connections that exist between regional . campe-
sino leaders and government bureaucrats. |f these are of the same
party, the problem solution functions rather rapidly. So, for
example, during the first years of the reform, 1Al officials
knowing the relative slowness of the petitioning process often
encouraged local leaders (who, by the way, belonged to the same
party-~-they were Compéﬁefgé) to invade private estates, in the.
knOWIedgeyfhat the Institute would not proceed to evict the
farmers, and their newly acquired possession of the land would
be sooner or later recognized. In some states, campesino loans
had to be petitioned through the local leader at the regional
office of BAP, where the petitions were screened by a .campesino
credit committee, in which the FCV had official representation.
There are many more instances that could be pointed out, where a
close linkage existed between the Federation and other agents of
the rural problem-solving system. ievertheless, where no formal
feedback system was established, the intensity at the regional
level was largely conditioned by the personal initiative of the
FCV leaders. ‘here these were strongly motivated, the ad hoc
system functioned satisfactorily.

If a problem could not be resolved at the regional level,
‘the problem situation, or information, was transmitted towards
‘headquarters of the FCY in Caracas, which then initiated action
in the government agencies. #iational leaders, having personal
connections or direct access through: the multi-party system to
high government administrators, were able to pass the problem
information to them, and were in a position to obtain responses
to their requests. These national leaders devoted a considerable
amount of their energies to try to solve local problems brought
to their attention.
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- Powell suggésts that feedback communication channels through
“the established government: bureaucracy: were not employed. because
that ''system seems rﬁlative&yﬁanespsnsiyg‘to.these»repqgtSQ* o
that is, does not take them into account in subsequent behavior--

‘ %7they~¢d‘not‘constitute‘feeﬂback.ﬁﬁaanlthGUt doubt, although an

“ideological, personal and ad hoc institutional linkage does exist
between regional FCV leaders and public administration offi 5
‘yffﬁ”the-prOVincés,vaétTOnvthrcugh;thErperQrpqhannaJs has:
“ been unbelievably slow because of inefficiencies prevalen
state's burcaucracéy and becauss of administrative inertia an

dilution of responsibility. = oo s

" ithin this problem situation, then, the FCV acted as’
efficient "'institutionalized brokerage vehicle!! during the first
stages of the reform. The local leader, most of the time.a spon-
taneous social phenomenon, emerged during a period when the basic
aspirations of his rural community were simple, namely,.a piece

““of land and some money totill’it. -Once this aspirational horizon

wasfréaéhed,‘tﬁe~loca4 Jeaderﬁdete-ofteafb@cameainadequate{tg;;

o Fulfill the inbre complex: functions expected -of him--pamely,

btaining and channelizing the state's assistance to increase, .

" on’the one side, the etonomic productivity of his clientele, and
“oh ‘the other, to improve social conditions. .The pressures exerted
by the FCV to obtain land and services - for' campesinos conflicted
with{;hé‘ébilfty%uf“the nation to provide services. éxtended 9;Jaw.

The Law emphasizes the obligation of. the state to provide
agritulturai‘creditwregular}y,»preferablyesupqrvised,,aﬁd,gvéry,
beneficiary of the Law has the right to obtain said credit either
as an individual or through an association (Articles 109-118).
Furthermore, the state is obligated to provide all necessary
infrastructure in the newly-created settlement--including housing--
fﬁ}ordef&td insure the economic success of the projects (Article
7?}," R S 5y * s P e i v ' ; e ‘ !

: ‘??Hhile»ﬁhéséfprinc%ples,undaubtedlyiar@kin;lide,wi;h{tﬁéﬁ?;
noble objectives put forward'in*the,haw,:th@y~jmp}y3an§exgqnd[§ure
~ of gigantic magnitude, probably not-rcalized by the well=meaning
tegislators, ‘but which served, neverthcless, to;lead to.an ex=
tremely important program of the lAN--the ''consolidation” schemes .

3

in relation to expropriation of srivate estates, the concept
off”§ecial-fégctions”;plays:aapivotal;role_(Ar;ic}esklg-z3)-
Onivﬂlandithatf%s*notffulfillingwit51”socialgfunﬁt;0ﬂ§y can be.

expropriated. “Five ¢riteria have to be met for this fulfillment:

"a) Land has to be efficiently Mexploi ted! gbrtﬁéi~éﬁﬁfbfbf
" duction factors arc employed rationally; ¥

“ob) e absenteeiownershipvamdfhanag@ﬁen}lisétakfﬁg plaéé{v
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c) The natural resources of the property are being properly
protected against erosion and mismanagement;

d) The owner is complying with existing labor law requirements;
e) The property is registered in the national cadaster.

Contrary to the social function concept and ''incompatible
with the national'well being,' are lands that arc kept idle, as well
as ones that are exploited through sharecropping or other indirect
tenure systems. The social function of property as operatively
conceived in the Venezuelan Agrarian Reform Law becomes the legal
cornerstone on which this legislation is based, and represents a
substantial modification in Yenczucla's jurisprudence, where the
absolute rights theory was upheld by a superior court as late as
1941,  The ''social function' concept making land ownership subject
to certain social obligations introduced a completely new dimension
in the country's agrarian question.69 b

'The Law is very specific on the inexpropriability of estates
that are fulfilling their "social function'" (Article 26). iever=
theless, expropriation can only take place when no lands of public
ownership are available (national, municipal and other rural proper=
ties of state ownership) (Articles 10-12). There are maximum
property size limits that arc also inexpropriable, varying according
to soil conditions from 150 hectares for first class landztofS,OOO
hectares for seventh class land (Articles 29 and 198).

~ Before proceeding with expropriation, according to the pro-
cecdings established in the existing Law on Expropriation for Public
Utility, the Agrarian Institute has to try to reach a friendly
agreement with the owner (Article 35) . Exprdpria;ed owners may
keep a minimum amount of land for their use. These ‘‘reserves'’
~can be reduced up to 50 percent when the land is localized in

areas of high demographic pressure. : e

; ~ Detailed provisions arc established in relation to'finanC?ng
methods in order to ‘compensate partially expropriated properties,

“allowing the Agrarian Institute to incur a public debt by issuing
agrarian bonds (Articles 172-179). Three types of bonds were
allowed * in the original legislation: ‘iClass C,' the most.
favorable'ones,~which‘arantransferrable, with a yield to be
established by market conditions, and their value to be redeemable
in ten years. ''Type B' bonds are non-regotiable, yield four percent
annually, and mature in fifteen years; and ""Type A'' bonds, also
non-negotiable, with three percent yearly interest and becoming
redecmable after twenty years. The amount of bonds paid for com-
pensation is in inverse proportion to the value of the property./0

The initial provisions, nevertheless, were changed in practice
‘as budgetary limitations made it very difficult for the Agrarian
Institute to meet the cash requirements. ‘‘Class C'' bonds were used
as part of the stipulated cash payments. '
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"The Agrarian Reform Commission provided.an initial target
figure of 350,000 families that would become the beneficiaries of
the program, although no clear explanation is available as to how
that figure was obtained.71 . In 1980 the Agrarian lnstitute cal-
culated that 228,000 families did not own any land at all or that
the size of their parcel was below ten hectares, and thus they
were able to obtain the benefits of the program. Detailed figures
~were presented for each municipio on a statewide basis;ZZW‘Finally,
the ambitious CEMDES-CIDA study group employing the 1961 census
figures presented two extreme hypotheses.. The first one included
all salaried farm workers and the second only 50 percent of them.
The calculations showed totals of 384.2 thousand families or
2641 thousand families.?3 ~ .. . fe

These figures indicate thatdthefproblem.tb be solved was quite

““large, but by no mcans insurmountable, given the broad land base
" available and the largeness of the state!s resources.

o The Agrarian Institute, when it initiated its program in 1560
‘under the new Law, proposed a three-stage approach to solving the
_.problem. The purpose of its first stage was to be to ''stop the
campesino exodus to the cities" 5y providing peasants with their

own land. The second stage would consist of "stabilizing the
- families. that have recelved land!' by providing them with credit,
housing and technical assistance, and last, to ''convert thc campesino

into an‘éctjveffactor,within'the‘economicvdevelopmenthf the country"
through special production plans that would result in small and
medium=sized entreprencurial farms, as well as cooperatives.7h In
erher{wprds,;the’implementationfoffthe program‘was op;imistica|ly
conceived as a smooth transition of the technologically backward
subsistance peasaht~tOWard'an,econcmixa}lyvproductiveffarmer thfough
the application of the three agrarian reform precepts: . land,
credit and technical assistance. @ e e

For 1960, the Institutc calculated that 10,000 families would

be settled in such an orderly manner, but it turned out that it
~ was avalanched by around 55,000 petitions, and at the end of the
year 24,116 of these petitions had%beenﬁgranged,iand';heffamiljes
supposedly settled. Because the administrative structure of the
Institute was not able to cope with such.a volume, land distribution
took piace\without'regard‘Fbr»proceddré&~established;in’thé“Law,
~ such as technical stddies‘ef"the‘1anﬂ,sestab]ishmenx of administra-
tive committees in the new settlements, careful subdivision of the
fand infindividualvpaﬁcelsﬁof-apprcpriate size, etc.. As a conse~
quence, essential technical settlement criteria were completely
disregarded and the result in most of ‘these newly created asenta-
mientos was one of chaos and disorder. The situation was even
further complicated when expeCtant(campesinos~becamafimpatient
~at delays in fulfilling their petitions and invaded private estates,
_ regardless of whether or not they were protected by the ''social
function’' clauses of the Law. These invasions were usually quickly
formalized by'the‘90vernmént,~throwghiexpediting?paymentsrtb’the.
former owners. SRR L T '
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“ Land was nanded ‘over to the directors of “local syndicates
" in much- publncnzcd Formal celebrations, but thereafter the campesinos
had to decude by thﬂmselvbs how thu land wou!d be‘d:vided among ‘them.

o

The Agricultural Sank (nAP), also under - great polltlcal

pressure to satisfy the ever-increasing demand for campesino:loans,
“and also with an inadcquate administrative structure and experience,
had to cope with th:s unprecedente sdd 'demand for-its services. It
applied improviscd syst\.me that- dnsregard;d the most:basic principles
of financial prudyncc.' Its proqram was oftan Jokung1y referred to
as 'La Faria de los Créditos’ (The Credit Fair). 'Hot only.did -

this administrative arrespcnStbilnty lead the'BAP to the ‘brink of
bankruptey, but it ‘caused de aép' indebtedness among campes:nos which
in later years excluded them from the bank's services.: Loans were
given almost froely, without any ‘control. As:a. result, the .
consumer goods-starved campesino, already exposed to- the ntcet;es
of urban life through moss communication, flnaily saw a chance to
partially fulfill some of his consumptnan aspirations: ~His newly-
received land wbnt unattended or’ was cuitlvated W!th thé prnmttlve
~ techniques of hls ancestors.,; : phia i

Probablv the mcst dtsquietung aspwct of thm furst two - tumu}tuous
years of the agrar:an reform ‘implementation was ‘the continuous
occurrence of land ‘invasions which not only:‘caused open fr:ctnon

between commerCIa! pressure groups and the government, but gave the
' impression that the program ‘had as its purposz the destruction cf
_existing prosperous farms. Ratinoff and Rios3 calculated that
‘between 1959 and 1961 "approximately 40 percent of all the-land
purchased [by 1AM} "had been préviously invaded by the peasdnts,
which amounts to approxumatbly sixty to seventy of ‘the respective
farms.” |In some states where the peasantry was better -organized

in cohesive syndscatns, such as Aragua, Carabobo, Yaracuy, Trujillo
and Zulia, almost 80 percent of -the farms purchased by IAN had been
previously invaded. ?f “ievertheless, Invasions in: }962 ‘were very
few, and after 1963 they ceaséd’ completely.: O ;

T3

. ‘Although the Federacnen Campesina de Venezue!a in 1Q59, durlng
its first national conventlon, soleﬂn!y stated it .would respect
the content of the coming agrarian reform daw. and would- actively
_support agencies entrusted with its implementation;iit was not: ‘able
to control ullega1 actsans of ots affaliates.~ B B
LTIERGE Pomoy i oo
The basic motive for the occurrence of th se invasions can be
found in awakened aspirations for land in the campesinos following
the active discussion of the coming lawifor almost two years, the
rapid organization of the syndicates by the FCV. under the slogan of
"Tierra para ¢l camoessno,“ and the impatience of thp peasanary
_with 'the leqal but slow, procedures of the lAd. R S
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~=.kn 1961, ‘the ‘number of settled families came to 11,074 and
- the Agrarian Institute invested Bs. §2.7 million in infrastructure
in'the newly-created settlements, a noticeable decrease from the
previous year. This was a reflection of two circumstances: first,
as pértwoffthe;antirezassionfpmlicies,af~the government, the budget
. of ‘the agency was curtailed from Bs. 199.5 million in 1960-61 to
.77 Bs. 139.3 million the follow q year. Second, conflicting ideo-
logiegfand”personalities,gffth@garggidentjgf,the,{AN and the flam-
: bd?ént;Raméh:Quiﬁada,~memberw9fﬁtbejdireptcrate,offthe agency and
3‘atﬁﬁhe7same:timé:president;@f;ihe;ﬁﬁv;sbetame‘prqndunted.f‘As a
result, no land was distributed for several months during that
,'?YeéﬁﬁﬁfTHé?inteﬁﬁai-CrisiS;of:theylan _reform agency was a reflection
'\ of theigrowing split that was occurring within the AD party.
- Quijada asked for-a more rapi and radical distribution of private
~ property, while the president of 1AN _a sympathizer of the conserva-
tiveowing,: showed preference for strict application of the Law.

- . When the split in AD was finally formalized, Quijada had to
leave the: directorate of 1AN and even y was even outmaneuvered
from his controlling position in the FCV,  The Agricultural Bank,
which was experiencing_incréasfhg,finaﬁéialfdiff(cultiés“came :
undar a new: cost-conscious management, which put an end to the
‘pﬁevious~laxaiendihg;gractjces;qalthoggh it did not curtail the
,ftothl?amdunt‘0f~fundsgtept~to;the camgeggno”sectorf "' o 3

;‘ﬁSPGpen~cﬁiiici§mxmounted-égafhsnghe,agrarianfréformgpfégfam;

Ministry of Agriculture tried to have a stronger voice and

leverage in the affairs of IAN.  For that purpose, and at the ‘end
of ‘

,gQéoaltbekAgYarians%eformgcnokdination;Cpmmissiqn1Was}gst@bﬁ
,“[ed;*butﬁit;was~nataaccepgad,bx;the,Agrarjanjknstitut@QQand:
lﬁlfsf@Xﬁsténcéawasvevenf%gn@red in the annual reports of thgtjagency.

After 1962, the éﬁ@éﬁéﬁ;sfimpléméﬁ;étion“Qndérwehtié¢agfd§rf

able modifications, caused in part by reduction of its budget and

in part by .nominatingéaﬁmmne;gautious'directqratefasfan,gutéome

- of congressional hearings. ; L o i
v i iR SeEThnh ety

The splitiof the AD party brought about a loss of parliamentary
ajority for the governament, and when at the end of 1962 the budget
“of 1A for the coming year was again severely curtailed, a new
implementation policy;hadfto“be~devj5§§$;,Fﬂrv1953?fheﬂ6§faffén
Institite received an appropriation of only Bs. 107.8 million,

; $h5~éawés¢wsince~1853g1L3~;¥@%\m, L o

i = The reasons for. this curtailment were quite obvious. With

“ﬁﬂ‘*the‘upecming_presidantialfeJeptjonijn the following year, AD's
power:in the rural areas was feared, and increased budgetary .
‘appropriations for the agrarian reform agencies would have increased
this strength even further. So, a mixture of pre-electioneering

considerations, and genuine concarn with poor management and waste,
~ caused this reduction, ' ~
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Also, during 1962, the doors were opened at the Agrarian
Institute to the Commission of Public Administration in corder to
straighten out the disorderly administrative structure and pro-
ceedings of the Institute.

To summarize, the 1961-62 vears in the program’s implementation
can be considered as a period of administrative readjustment
during which initial emphasis on rapid and massive distribution
at all costs came to an end. Rationally conceived investment
programs started to make their appearance, priority was given to
public lands in the distributive phase of the program, attention
was given to disentangling and controlling the chaotic tenure
conditions in public land areas of recent settlement, and the
first timid steps were undertaken to rationalize administrative
procedures. Land invasions came to an end.

The following official figures give an indication of the
magni tude and expenditures incurred during the 1959-1963 period:77

Humber of familizs settled: 66,428 -
Number of settlements 703
Total area distributed: 1.67 million hectares

of which:

912,000 hectares were former
private property, and

758,000 hectares came from
state lands.

Total settlement costs: Bs., 511.5 million, of which:

Bs. 291.7 million were for
land purchases, and

Bs. 219.8 million for infra-
‘structure investment
{consolidation of
settlements).

Tenancy regulation: 14,353 families received
: titles on

233.5 thousand hectares
of land.
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3. Cadaster on public lands and within existing asentamientos.

k. Titulations for settled peasantS‘andssquattekéxon"pub!ié
lands (3,400 titles). 5 e

5, 'Physical consolidation’ (infrastructure investments and
programs amounted to Bs. 49.4 million in 1967) .

6, Joint 1AiH-1D3 program, giving heavy amphésisato investments
in irrigation systems.' - o : ;

, 7.f‘@§ociofacohom1c~cbnsatidation” which consisted of the

~ following projects: f e ' : ™ ,
" a) "Maize plan,” a jointly executed special credit program
to increase asentamientos' corn yields, with MAC .and BAP;

h) 'Ground Huts Plan,’’ similar to the aforementioned, but
on a smaller scale;

¢) Certified Maize Seed Production Program, also directed
o at“in;reasing,yields; V Sl Sy

~ d) "Hational Cow Plan'' to provide peasants with one animal
for home milk consumption;
- e)vBreeding\farms for goats and beef cattle.

© 8, “Socio-Economic Organization and Orientation’ which had
“the following projects: SN

‘a) ‘Self~improvement of rural housing;

b) Cooperatives (empresas campesinas);
“¢) Community-development schemes.

To undertake such an extensive program in an orderly menner,
several administrative restructurings took place within-IAl, most
notably the establishment of a planning and budget office, the
nivision of Land (Dotacidn) and the Division of Consolidation.

" The Land Division dealt in a unified manner with quastions
related to land purchases and expropriation, subdivision, titliza-
tion,\va?uéticn and cadaster, while the latter division handled
“all questions related to providing the required infrastructure
for the projects.: ’ T : b . ~
Statewide agrarian reform coordination commi ttees, in which
the other agricultural agencies participated, were established
throughout the country. The CIARA (The Center for Training and
Applied Research in Agrarian Reform), a CORDIPLAN-promoted agency
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" to train middle echelon officials on: agrarian questions and project
formulation, by 1965 started playing an active part in the consoli-
dation aspects of Al and even went so far as to promote and
supervise several of 14il's consol:uatncn projects. :

The 1AN ‘also actively promoted the supervised credit program
of BAP. The much-heralded Tenancy Regulation Plan of 1962 came
~ almost to a standstill after 1965, because the nmplementatnon was
" becoming exceedingly difficult and the manner by which it was
executed left much to be desirad. As the conso]ldation program
received more emphasis, the concept of solving the problem of
squatters by simply providing them with a title lost quite.a bit
of its initial appeal. Furthermore, when consolidation was to be
‘undertak»n in arecas where squatting had been legalized, and changes
of existing farm boundartus b@camu necessary, the peasants strongly
“opposedit. - ; Geis i , ‘

""Results of the 1960 Agrarian Reform

, Sy 1967, according to officxal figures of the Agrartan Insti-

- tute, 145,350 peasant families had benefited from the program,

and the area employed for settlement came to 3.8 million hectares.80
0f these, 1.7 million hectares were of former private ownership

‘and 2.1 million hectares had been prevaously public lands.

The CENDES~CIDA study clanms that by 1967 the agrarxan reform
had benefited 96,273 persons and the area affected by the reform
came to 2.7 million hectares of which 1.1 million hectares used to
be of national ownership (ejidos and baldios), and 1.6 million hec=
tares of former private estates.®l Quite obvnously, the djfferences,
between these two sources is considerable. It is believed that
the CEHNDES-CIDA figures are more reliable and they will be used
in the following naragraphs

The land distributnon program had an cverall modcrate influence
on national land use, as can be seen in Table Y-4. Nevertheless,
more detailed comparisons indicate that 30.5 percent of the
‘useable agrucultural area in 196}k had been used for agrarian reform
‘‘purposes by '1967. By including: improved pastures and: lightly

forested areas under useable agrlcultural area, this percentage
is reduced to 10.0.33 i : .

“inrelation to the quality of the land transferred to the
fagrar:an reform iprogram, the CENDES- CIDA study estimated that
around 72 percent was agricultural useable land (a similar per-
centage to. the national average) and of this area (I 228 million
hectares), 2.1 percent was irrigated, 51.1 percent. used for dry
¢rops, and the remalning 46 8 percent not utillzad but adequate
for exploitatlon. s , S
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TABLE V-4

VENEZUELA: AGRICULTURAL AREA AFFECTED BY LAWD REFORM BY 1967
~ ' AND AGRICULTURAL LAHD USE BY 1961
(Millions of hectares)

Total - _Agrarian Reform Land _
~lational ‘ ; Pcrcent of
- Agricultural Affactad " national
Land Land (1961) (1267) Total -
Total 260 23 109
public 2.7 0 : 42,4
Private ~ 23.3 v 13

Source: L. RATIHOFF AND P. RIOS, op. cit.

The foregoing is a reflection of the process employed in
the land distribution process. As will be recalled, the initiative
for distribution originated with the campesinos' petitions, and
during;the'firstvyears by invading a specific private estate.
It is quite obvious that campesinos were mainly interested in
land under production, or in farms that had a high productive
potential. Conseguently, the agrarian reform had a much larger
effect on existing agrarian structure than the national averages
indicate. ' oo :

A more detailed relationship of the reform and its impact
on existing land use by regions indicates that in areas of lTow
""demographic and agricultural crop density' (most of the Llanos and
Zulia), 39.k4 percent of the 1961 crop land was taken over by the
reform, but only 21.2 percent in the zones of high density (the
Andes, Central States and Sucre State).84 This is a reflection
that more low priced land was available in the regions of "low"
density and conseguently the resistance of landlords was less
when expropriation took place. On the other hand, in the states
of “high' density, more farms were fulfilling their social functions,
landlord resistance was higher, and overall private farm size was
smaller so that many of them were precluded from any agrarian
reform action. '
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Another meaningful and essential relationship of the incidence
of the reform on the problem to be solved is the number of bene-
ficiaries in terms of the total peasantry subject to the benefits
of the program. Since there are several estimates as to the number
of rural persons that were in need of land when the reform was
initiated in 1960, the CENDES-CIDA ''conservative'' estimate of
264,453 families will .be taken. Of these 101,000 were farm
Iaborers without any land, 123,000 with parcels below ten hec-
tares, and 35,000 with precarious tenure arrangements (squatters,
sharecroppers etc.). :

By 1967, there were 96, 273 fam:}ies that had received land
from the Agrarian Institute, being equivalent to 36.%4 percent of
the total 1960 families subject to the benefits of the program.
Even this estimate of 95,000 families is a considerable number,
especially in view of the nonviolent characteristics of the reform
and the administrative disorder of the first years of the program.
0f those 96,000 farmers, 94 percent had individual plots, L percent
were in cooperatives, and the remaining 2 percent of the bene-
ficiaries had received title, and most of these had received it
since 1964, when the Institute put great stress on this process.

Contrary to general belief, it was not in the more populous
regions of the country where the highest number of reform-settled
farmers were living. They were more or less evenly distributed
among the three reglons employed by the CENDES-CIDA study.

The yearly rhythm of settl&ment was in d:rect proportton to
the budget appropriations of the lnstltute.V During the 1961-
1963 period, when these were substantlally reduced, the number
of settled farmers per year fluctuated between six and nine
thousand.  For 1360, when 1AN . received. almost Bs. 200 mnllcon,
17,500 farmsrs were provsded with land, and when [AH's budgetary
allotments increased again, 13,000 were settled .in 1965, 13 000
and 11,000 in each of the fcllownng two years.%5

The existing conditiops in the reform projects regarding
parcels, titles and ownership patterns can be apprecnated from
. the following figures for ljgg based on the nationwide CENDES-
CIDA agrarian reform survey. ; :

| Type of BenefnClarnes in 1965 = ' . EEQEEL ‘ Percéqt «
With property title_v ‘ I o o ,;:13,161} s 18.33 i
:Ulth parcel but no tltle i ,'320,356 : ,"  28,#3-‘
on nonsubdivided land 25,701  35.90

SUSTOTAL of individual lots : 59,218 : §3;Zlﬁ:
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On collectives bl 2,474 3,46
salaried workers of AN LM3 L7 o
CsusToTAL 63,105 . 88.14
:’Occupants Qith moreifﬁaasgbfhéétafésf 2,885 4.03
~ Abandoned parcels 5,599 - 7.82
GRAND TOTAL el 71,585 100.0

Undoubtedly, conditions were quite heterogeneous in this
respect, a reflection of the first years' haste in implementing
the program. Horeover, a high number of beneficiaries with
individual parcels {64 percent) lacked ownership titles and/or_
didn't even have the limitswof;their~]and;clearlyﬂestainshed;.}
The almost 3,000 farmers with parcels above fifty hectares can
be attributed to scttlements undertaken in the Llanos for cattle-
raising purposes, or due to uncontrolled conditjons5on/§ome projects.
According to the above figures, 7.8 percent of the existing farms
at the time of the survey had been abandoned by their owners, a
figure that undoubtedly is in constant flux and is closely related
to the economic success obtained during the harvest.

In general, the size of the individual lots that emerged
‘within the asentamientos seldom was the result of detailed agro-
economic studies. Because of the haste of the program, the lack
of sufficient and well-trained personnel and because of the absence
of income-target criteria for the beneficiaries, the size structure
of the parcels became one of minifundia.® \

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

hectares. \ e ' . R o

Farms in the mountainous region of the country, on the average,
tended to be smaller (almost three-fourths of them below ten
hectares). In.the intermediate region, only 45 percent had
sizes smaller than ten hectares, and in the Llanos not even
one-third did. These size distributions by regions are largely
the outcome of purchasing cost and land scarcity during the program
implementation, when peasant pressure was strong.
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Farm size, in order to be economically meaningful, has to be
related to cropping patterns, technology employed, capital avail-
ability and operator's income. With the given conditions existing
in most asentamientos, in terms of low knowledge of modern farming
technolngy, lack of credit and sufficient working capital (credit)
that would permit more intensive cropping patterns, the income
provided’ by the reform-created- farms was extremely low, as can be
seen nn Table V-5.

Low farm incomes have oblngated a consnderable numbcr of
beneficiaries to complement their income with work outside of
their parcel, as farm laborers, storekeepers, construction workers,
etc. In a case study of six different asentamientos undertaken
by Schuster in 1964-65,37 in the central part of the country,
one-tenth of gross family income came from work undertaken outside
the farm. ‘In this study, productlon credit was considered as an
i ncomé and amounted to 25.6 percent;" ‘and the remaining 64 percent
of the’ income came from farm ‘operations. ' Similar conclusions
are reached in the CEMDES-CIDA sampte 'survey, where the: national
A_‘aVerage farm’ gross “income amounts to Bs. 3,373 per annum, and -
'“Wnonfarm famrl? income obtarned comes' o Bs. ! 645 per annum.3

ERE T : o f ‘ TABLE V 5

AGRARIQN REFORM BFNEFIC!ARIES HET FARM INCOME DISTRIBUTlON 1965 P

gt B . Farm Incons {Bs./family) f
. . Less than  ~1,000 1,000 Awrﬁ ‘than .
1,000 to ' to 4,000
o +1,000 Q;OOO

 Humber. «,o'f"‘"“f'éfﬁj.l'iés il 518 ‘1140‘5, coah g
'iPercentage o ~ ;g;iG;S:thn fﬁﬁfzif ' 34 5'  :>«;'4;74 
" Famﬂy income (Bs.) -b45 1,924 3,501 11,224 3,5542

,'aNatiaﬁéi ave ragu

$Qg£gg§: CENDES- CIDA, mational Survey, Ijos (TrabaJo Ho. ‘5)';
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) Schuster found that indebtedness was extremely high in the
six settlements, although a considerable variation was ‘noticeable.
among them. Excluding one project where farmers had just received
long~term supervised credit loans, average indebtedness per
campesino came to 2s. 3,170, which is sianificantly high in view
of the fact that annual net family incom¢ amounted to 8s. 4,409,589
over half of total indebtedness (58 percent) originated in unpaid
production credit loans obtained from the Agricultural Bank.

U . : ‘ .
Fixed and working capital at the beneficiaries' disposition
was very low. In four of the asentamientos it was below Es. 9,000
and in the remaining two, it was Bs. 12,307 and 15,030. Because

of the '‘decommodization’’ of land reccived by the beneficiaries of
the agrarian reform, it was excluded from the inventory in
Schuster's survey. The percentage distribution of existing
capital, and the categories employed can be seen from the following
list: ‘ ' : g : R .

. Category Percent
owelling doiie Ll \f 5217
::OfﬁerycqﬁstructiQnSj A g 3;62
LandfiﬁgroVements‘ ’A‘~i ‘~2.50 ' ~
SUBTOTAL , 58.29 k
Tractors 5 ‘ f 26.40
Vehicles S 3.41
SUBTOTAL i 130.28
Livestock | B 10.73:;
TOTAL ‘ - 100,09

, 'f dwellings are exluded, the sdrvey points out, existing
capital in three of the projects reaches figures between ds. 2,500
and %s. 890 per farmer. In two of the ‘other settlement projects,
capital received through official credit programs (machinery,
barns, fences, ctc.) played a decisive role in the existing
structure. in only onec asentamiento had existing capital been
mostly from savings and reinvestment of profits. This indicates
that the rate of capital accumulation had been decisively influ-
enced by official credit programs, for in those asentamientos that
did not benefit from medium~term credit programs for machinery
purchase and/or construction of barns and land improvements,
capital formation was extremely slow, at rates of below Bs. 800
per year. ‘ o ' S ’ S
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" The intensity of utilization of the plot throughout the year
was basically conditioned by the following factors: availability
of working capital {credit), amount of capital, types of crops
used, and availability of irrigation. ;Sinceerelatiyely”féw, e
asentamientos had irrigation schemes, and dry,saason‘crOPping‘was
very ‘limited, most production took place during the ralny season.
' The types of crops-that were planted were .influenced, to a very
large degree, by the-amount of short-term production credit

received. Becausec credit available through the DAP was rather
limited, even through the campesino credit program, reform bene-
ficiaries were obligated to concentrate on crops that required
relatively little production credit, such as the traditional
cropstof,mafze,~tubersﬁamdgbeﬁns..%ﬁen;réditiOhal‘crqpping patterns
on asentamientos were the exception. Furthermore, because of the
reduced amount of individual loans, even for traditional crops,

. -

the employment of yield~increasing inputs such as fertilizer, .
improved secds, herbicides, ctc., was extremely Timited. ok

Although no comprehensive evaluation is yet available on a
national scale of the productive structure and resource utilization
scale in the asentamientos, all available information tends to indi-
cate that productivity levels on these projects were low and that
production patterns tended to concentrateon a few traditional
 crops that do not allow a sustained increase of income. The size
of the holdings, with prevailing patterns of traditional crops
agriculture, present almost insurmountable difficulties for
substantial income improvements. /

At the same time, different crop patterns with higher income
producing capacities require better-skilled farming methods and
more credit. The supply of these could be increased in Venezuela
in a relatively short peariod of time by increasing the efficiency
of the extension service and restructuring the lending practices
of the BAP. But past experience has shown that changing and
reforming the administrative capacity of the state is by no means
an casy task. : e -

But what is probably the greatest hindrance to increasing
farm productivity in the long run in the agrarian reform sector
is the size of individual holdings. As the application of more
sophisticated technology takes place, especially machine-intensive
‘technology as undoubtedly is the trend in Venezuela, the size of
holding will have to increase. Since the typical farmer's plot
is now ten hectares, readjustments will have to take place. There
are already soms isol@ted,instanqes,where‘théSé'reédjustments'are '
‘oceurring.20 o TRl ‘ L i

- Mith the foregoing considerations in mind, the minifundia
farm structure that is;baing,crea;edgpy“the,égrarianhreform
undoubtedly will act as an impediment to improvement of living
conditions of the beneficiaries. [ut agrarian reform, viewed
in the long run of cconomic development, could and should also
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be considered as a program that slows down: rural migration by
creating a noticeable but temporary impact on consumption patterns
that will permit:an incraase in industrial output with its employ-
ment multiplication offects. However, increased consumption
patterns by the beneficiaries of the reform will only take place
if the implementation of the reform does bring about drastic
structural changes within agriculture by allowing an increase,
even if slight, in productivity and income of the reform-benefited
peasantry. It is difficult to ascertain whether or not the Vene-
zuelan agrarian reform has succeaded in increasing incomes in the
peasant sector by raising levels of productivity. There is some
‘evidence that the average value of production per settled peasant
family increased throughout the 1260's, although the figures on
which this is hased arc subject to doubt.

Hevertheless, in ragard to the program's effects on stemming
the rural exodus, available evidence suggests that the rural urban
migration kceps flowing at rather high rates, causing an almost
negligible growth of rural population. For the 1960's, annual
growth for this population was only 0.7 percent par annum, while
the national growth increased at a yearly rate of 3.5 percent.
Projections indicate that this trend will continue throughout the
1970's. in 1961, the rural population accounted for 42,6 percent
of the total, and for 1970 it was expected to be 32 percent.Jl

ilhather or not most rural migrants are agrarian reform beneficiaries
is not known.

The agrarian reform law has as one of its main objectives,
as stated in the preamble, the incorporation of the rural popula-
tion into the economic development of the nation by providing them
with land, credit and technical assistance. This undoubtedly is
taken to mean converting them into a commercial independent pro-
ducer, as the IAN's administration has stated on more than one
occasion. This conversion has been viewed as gradual, thus implying
a transition from traditional-subsistence agriculture to modern
markat-oriented agriculture. The evidence examined indicates
that the first steps toward this transition are taking place, but
that because of land base limitations, it is most improbable that
a broad segment of agrarian reform commercial farmers will appear
in the foreseeable future.

Evidence suggests—--Schuster's, Thiesenhusen's, and CEWDES-
CIDAts-=that a peasant stratification is emerging. The large
variation encountered in the available statistical data on incomes
and output of the reform's beneficiaries points toward the appear-
ance of different economic types or groups of campasinos situated
along the continuum implied by the concept of transition from sub-
sistence toward commercialization and modernity. Undoubtedly,
the reform program has induced a movement along this path for a
substantial number of peasants that previously were located close
to the subsistence extreme of the scale. GBecause of land base
limitations and because of personal aspirational constraints and
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cultural c?ktumstances*~it is doubtful that the majority of the
beneficiaries will be ‘'nushad’ toward the other side of the spec-
trum. Thus, the reform is cre ating a new peasantry at higher
economic and income levels than before, but which will keecp on
requiring nonrecuperable cconomic assistance from the state, which
of coursec amounts to a subSidy. This probably is the price the

~ Venezuelan polity will have to p&y*in:thé:lcng:run~f0r’initiating
the agrarian raform program, and for having made it possible to.
partia]ly satisfy long=-suppressed aspirations of the peasantry.
The cost of this subsidy will decline as the rural population
gradua!ly is absorbad into the nonagricultural sectors of the
economy. It may have becn a high price to pay, but the consequences
of not undertaking such a- raform m:ght have been even more costly.
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CONCLUSTON

In conclus»on, thb Venezuelan experience in agricultural

Do}:cy suggests that the phenomenon of bringing about change in
an economic sector that displays many features of traditionalism
and technical hackwardness is closely associated with the diffusion
of political power within the decision-making process. Change and
cconomic expansion is not only a question of making more capital
available or modnfytng the socic~political structure within which
the productovc Process takes place-=these variables undoubtedly
are important-~but is-also intimately related to the state's
action, through its burcaucratic apparatus, to crzate 2 ncw
institutional framework that makes change vnablb, in Venezuela,
the aff;ctavuness of the state's bureaucracy was never too pro-
nounced. During the f:rst years of agricultural policy formula-
tion and implémentation, the government administration was severely
hampered by lack of axpericzncad personnel and absence of technical
knov-how in matters dealing with agricultural development. In
later years, when these initial drawbacks were overcome and bureau-
cracy started to acquirz administrative and technical skills,the
politicization of th, decision=making process largely offset
gains obtained tvrouﬂh technification. Uhile this politicization

madc optimality saiutccns most difficult and perhaps cven accentu-
Cated certain inherent vices within burcaucracy, s such as th» spoils
system and patronag<: it se FVLd to accelerate the tmplum»ntatoon
of many programs that had received low pricrity. In other words,
the pressure exerted by political parties and interest groups “upon
the state's resources came to play a vital function in the conception
of agricultural economic policy in general, thus overcoming internal
“inertia inhoerent in the government's admtntstratava machincry.

Another basic featurz of the Yenczuelan ‘'rural problem-solving
system'' that might b2 relevant to other developing countries is
the dual approach toward agricultural backwardness. Applying
different policies to the commercial and subsistence-traditional
sectors of agriculture made a rapid and sustaincd growth of farm
output possible while maintaining a cons:dbrabla amount of "security
of expectations’’ within both of these sc cctors. Thus, it was
possible to avoid stagnatxon-xn,productton and‘at ‘the same time
nrovide an institutional framework for subsistence agriculture
that insured a defense against the most flagrant social injustices
and permitted a slow and gradual improvement of living conditions
of the campesino masses. This prevented emergence of a disruptive
socio=political" situation. This dusl approach was not the end
product of a clear-cut policy design, but was the outgrowth of
almost thirty yuars Qf polauy contanunty ‘and cncremantallsm.
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