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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D.C. 18303

UNCLASSIFIED
AID-DLC/P-2268

September 22, 1977

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

CUBJECT: Costa kica - Commodity Systems

Attacheld for your review are recommendations for author-
ization of a loan to the Government of Costa Rica (the
"Cooperating Country") in an amount not to exceed Five
Million Five Hundred Thousand United States Dollars
($5,500,000) ("Authorized Amount") to help in financing
certain foreign exchange and local currency costs of
goods and services required for the Project.

This loan is scheduled for consideration by the Development
Loan Staff Committee on Tuesday, September 27, 1977, at
2:30 p.m., in Room 5951 New State. If you are & voting
member, a poll sheet has been enclosed for your response.

Development Loan Committee
Office of Development Program
Review and Evaluation

Attachments:

Summary and Recommendations
ProJect Analyses
Annexes 1 - 11
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‘IMMARY AND RECOMMENDATIONS

It is recommended that a Loan for an amount not
to exceed $5,500,000 be authorized to the Government of
Costa Rica (GOCR) to assist in financirn; the Agricultural
Commodity Systems Project. The Loan will be repayable in
dollars within twenty (20) years, including an initial

grace period of five (5) years, at an interest of three
per cent (3%) per annum.

A. The iject

1. 'ﬁgget(hogg

Although poverty is widely dispersed throughout
Costa Rica, this Project will be instituted in five geographic zones,
cach with an especially high concentration of poverty. The five
7ones are geographically scattered with different microclimates zrc
physical characteristics. As of 2373, their total population wc._
205,000 persons, of which 53 percent (108,000) fell below AID/W's
poverty benchmark of $150 per capita in 1963 prices. Of this im-
mdiate target group of 108,000 rural poor, approximately half are
farmers and the other half laborers.

2. [}gygse

The Goal of this Project, as well as of the AID
proymam in Costa Rica, 1s to increase the incomes of the poor. The
M, Apricultural Sector Assessment, and other studies indicate that
rhe bulk of poverty in Costa Rica lies among farmers and landless
workers whose future income and empioyment opportunities cannct be
mised through increased production of eitter basic grains or tru-
ditional export crops. This Project is intended to bring about an
institutional change in the MAG approach tc this target group, and
make an immediate impact on a portion of trat group.

The Purpose of this Project is to install an

integrated commodity systems approach in tre Ministry of Agriculture
(MAG) agricultural development program.

UNCLASSIFIED
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3. Project Elements

The four elements of the Project are as iollows:

(a) &G_@ﬂg - The Ministry of Agriculture
will set up a Systems Committee for overall Project coordination,

planning, implementation, monitoring and eveluation; and a Market-
ing. Technology Unit to provide a broad range of marketing information
and technology to farmers throughout Costa Rica, with particular
cmphasis on the needs of the smaller farmer. A variety of training
for MAG staff is included, ranging from on-the-job to advanced
academic training.

(b)  Farm Managemen: - A systems approach will
e used In the development o: ‘arm piar.:s for 4,000 target farmers.
Technical assistance and training will be given to farmers through
ficld days, meetings, short courses and promotional activities.

(c)  Research - Four types of research are in-
¢:luled in the Project:

1) Improved Plant Materials. Project funds
will be used to establish a National Plant Introductory Garden and
to establish or strengthen at least 5 regioral experimental stations.
Tnproved plant materials for diversification will be distributed to
the experimental stations for testing and multiplication for future
use by farmers.

2) TField Days and Demonstrations. Variety
I'rials and demonstrations will be carried out on cooperating
larmers' fields in support of the regional outreach program.

3) General Research and Development.
Speailic problems and constraints identified in the commodity
systems will be addressed in research under contracts with indi-
viduals and institutions. -

4) Farmer Group Pilot Projects. A series
ol specilic marketing activities will focus on reduced post-harvest
Tosses, improved product quality, and improved linkages between
production and marketing opportunities. In addition, experimental
activities implemented by farmers groups will address given con-

UNCLASETFII™
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traints at specific points within commodity systems.

(d) Credit

Loan funds will move through the National
Mariking System (SBN) via constituent banks as short and medium term

credit to small farmers, L.dividuals or groups, participating in
the integrated systems approach to agricultural enterprises.

4, Summary Project Costs

AID GOCR TOTAL

MAG Training $§ T333 $° L0 ¢ 473
Farm Management 534 465 1,049
Research 1,583 210 1,793
Credit 2,500 4,285 6,785

Contingency and
Inflation 500 500 1,000
TOTAL $ 5,000 $ 5,500 $11,000

B. End-o{ -Project Status

By the end of the Project an integrated system approach

for conducting the MAG agricultural develcpment program will have
boen instituted with substantial modification made in ‘arm manage-
ment, long term crupping patterns, marxeting practice, and parti-
cijpuation in processing activities of 4,00C small farmer enterprises.
More intensive larm management, mark:ting, and on-farm processing
sefivities will have created near-Tu.l em_oyment for 4,000 farm
family members and provided adcitiocnal employment for 4,000 non-
larm poor annually by the sixth year =7ter the end of the Project.
Individual and group lending for med..mm Term enterpirises along with
short term lerding, both based on farm plins, will have been insti-
tuted in 5 regions in Costa Rica.

C. Summary Findings

The Project is feasible in tums of technical, economic,
| inancial, and administrative criteria. LSAID/Costa Rica's Arri-
cultural Sector Assessment identified crof diversification a: one

UNCLASSITIED
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of the best opportumtles to raise rural poor incomes. The MAG
withes to employ an mtegmted commodity system approach in

proamoting this diver<ification, and has the capability of applying
this methodology.

UNCLASSIFIED
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I. BACKGRUUND

A. Sector and Poverty Overview

The Agriculture Sector is the most important sector in
the Costa Rican economy. As of 1976, 1t accounted for 20 percent
ol GDP, 62 percent of total export earnings, and 35 percent of to-
tal employment. It has provided a significant share of the invest-
ment resources and raw materials necessary fcr the country's rela-
tively rapid andustrial expansion.

Between 1965 and 1975, Costa Rica enjoyec the fastest
prowing Agricultural Sector in latin America, in total and per
capita terms. Most of this expansion has been in export comodi-
ties (coffee, bananas, sugar, and beef) until recent years, when
dramatic increases occurred in the productior of basic grains.

Rice production increased from an annual average of 66,000 metric
tons in the period 1470-4 to 106,500 metric tons in 1975, while
hean production increased from an average of 12,000 metric tons to
16,200 in 1975, and maize production from 69,000 to 91,700 metric
tons 1n 1975. In both the export and foodgrein sectors, increased
proxluction has been due to expanded acreage énd increased yields --
with increased prices playing an important role in the expansion of
the area in production and in the adoption of new technology.

The Ministry of Agriculture and associated agencles have
concentrated many of their activities on small farmers: e.g., the
proxluction-oriented Projects-by-Campaign program; the cooperative
movement which organizes and supports groups of farmers; the na-

t ional banking system's production credit program for small farm-
ers; the Land Tenure and Cclonization program for small farmers;
and the National Production Council's program to purchase basic
prains at guaranteed mimimum prices.

The GOCR's mediun term strategy calls for changes in land
tenure patterns; expanded use of new technolcgies; expanded and
diversified agricultural exports; zoning of principal agricuitural
activities; and promotion of employment-generating production. In
the short term, emphasis 1s being given to production needed for
demestic consumption -- i.e., for direct consumption (foodgrains)
and !or use as industrial raw materials -- pertly through the
strengthening of extension, credit, and marketing services for
smi1ll and medium farmers. Also, in order to sell exportable sur-
pluses, the Govermment is trying to develop rew export markets.

UNCLASSIFIED
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Since 1960 ALD has authorized five agricultural loans to
Costa Rica totalling almost $40 million. The most recent programs
hive been: a $16.4 million Agricultural Sector loan in 1470 (022)
vnich assisted 1n strengthening the Mimistry of Agriculture (MAG),
tlwe Cooperative Devetopment Institute (INFOCOOP), the :lational
Bankang System, the Land Colonization Institute (ITCC), the vnic-
ipal Development institute (IFAM), the Naticnal Produc-ic Council
(CP), and the University of Costa Rica (UCK) in their efforts to
provide services and resources to small farters; a 37.9 million
follow-on Agricultural Sector Loan in 1974 (025) which 1s continu-
ing institutional support to MAG, IWFOCOOP, and IFAM; 1/ and a
small Agricultural Technical Support grant which financed miscel-
lancous studies and technical assistance in support of the Sector
Loans.

As part of the grant project, USAID contracted with the
local consulting firm "La Academic de Centro America" ($80,000) to
do a rural Poverty Profile based on the 1473 Agraculture, Housing,
and Population Censuses. ‘the resulting stucy, Poverty in Costa
Rica, identifies the Costa Rican population which falls below
ATD/W's poverty benchmark of $150 per capite income in 1969 prices,
showing geographic concentration and various socio-economic and
drsnographic characteristics of poverty.

Details of this poverty analysis are included in USALD/
tonta Rica's Development Assistance Program of October 1976 and
Anended Strategy Statement of May 1977. In sumary, the analysis
shows nearly 47 percent of the total population below AID/W's
poverty benchmark. 0Of the 874,000 persons classified as poor, 26
percent are urban and 74 percent rural. Poverty is more prevalent
in the countryside, touching 57 percent of the total rural popula-
tion vs 31 percent of the urban population. Also, ot particular
note In planning future programs, 63 percent of the rural poor
belong to non-farming families.

AID's rural target group can be disaggregated as foliows:

1/ An evaluation of Loan 025 was transmit:ed to AID/Yashington
veptember 1, 1977.

UNCLASSIFIED
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ta) Non-Farm Rural Poor - 4y9,u00
\b) roor Small Farmers (0-2 hectares) 106,000
(c) Poor sSmall Farmers (2-5 hectares) 59,00u
(d) Poor Small Farmers (5-20 hectares) 72,000

646,000

As discussed in its recent Agricultural Sector Assessment,
the USAID/CR sector goal is to increase the incomes of these rmmal
families. In order to do 80, the Sector Assessment identified two
mijor strategies: to increase emplo t o ities for groups
ta), (b), and (c); and to increase farm productivity and profits for
froups (c) and (d). Some famil:es wil: also receive land under a

redistribution program, 1/ thus automatically placing them in group
(n.

Employment opportunities will need to be generated both
on and off farms. Farms of less than five hectares with potential
lor Intensification should provide increased employment opportuni-
ties for the famlies on those farms and, to a limted extent, for
other rural workers. However, most of the additional on-farm em-
ployment will need to come from the 5 o 20 hectare farms. A third
source of @Gon-farm employment will be non-target group farms of any
S1ze.  Off-farm rural employment opportunities will come from mar-
Keting, handling, and agro-industrial cotivities.

Diversification into higher value activities and improve-~
ments in farming technology will be the two principal means for
improving productivity on 2-5 hectarc farms. Fop farms of 5-20
hectares, more intensive land use a-d crop diversification are the
two principal income improvement Strategies. These activities will
provide higher incomes to farmers and generate new employment for
the non-farm and small-famn families who depend on wage incomes.

This Project is designed tc assist the MAG 1n developing
new mechanisms tor integrated comnodity systems and agricultural

1/ A PID describing a Proposal in thisarea accompanies this PP,

UNCLASSIFIE
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TABLE I: Geocraphic Distribution and Camosition of Poverty 1/

No. of Persons with Less than $150

p.c. in 1969 Prices Area's Poor Poverty Group
Ron- as § of as S of
Farming Farming Total Poverty Total Population
Area Urban Rural Rural Total Group In Area
San José Urban Agglameration 146,965 + 29,458 + 116,590 = 293,013 33.5 4.0
Rural Periphery 80,222 + 207,706 + 292,864 = 580,792 66.5 57.6
Central Region Outer Ring 18,247 + 77,125 + 115,796 = 211,168 24.2 66.8
Outer Regions (Pacifico Norte,
Llanuras del Norte, Ver-
tiente Atlantica, Pacifico
Sur) 61,975 + 130,581 + 177,068 = 369,624 42.3 53.4
Country-Wide 227!187 + 237!16H + MOQERSH = 873!805 100.0 25;2

(26%) (27%) 47%) (100%)

1/ Using the moderate definition for poverty, i.e., using the mixed exchange rate of 7.7 colones per
U.S.$1 and deflating by the mid-1973 consumer price index.

(TILIISSVINNN
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proxduct daversification, botn of which wall increase employment op-
portunities and farm productivity. It initiates activities which
will be carried out in planned FY79 and FY81 Agricultural Sector
loans:  e.g., resource conservation considerations will be built
into farm management plans as a precursor to the Natural Resources
.Lomponent of the FY79 Program; small farmer marketing activaties
({ormerly proposed in the FY77 Small Farmer Income Grant project)
will be built into the Cormodity Systems approach as a precursor

to the Marketing component of the FY7S Program; MAG regional offices
and the Ministry's central office of planning (OPSA) will be design-
ing, the five pilot regional activities and evaluating program impact
At a precursor to the Sector Planning component of the FY79 Program;
divoreified farm plans and new commodities will be developed as a
precursor to the Agricultural Products Divercification component of
the Y79 Program; and the commodity systems epproach will introduce
linkages to agro-industries and processing as a precursor to the
Apro-Industry component of the FY81 Program,

g, Problem Statement

The basic problems to be addressed in this Project are
low .incomes and insufficient employment opportunities for the rural
poor. There are many reasons for tihese conditions. Low incames on
the farm are oftendue to poor physical endowment of the farm -- land
quality, size, location, or climate -- and/or to the way in which
the farm is used -- low level of technology, insufficient credit
and modern inputs, poor cropping patterns, and inefficient market-
iny. Inadequate rural employment opportunities are largely a result
ol apricultural production patterns. Some Costa Rican Crops --
collee, bananas, sugar cane, tobacco, vegetables -- require consid-
erable manual labor, but normally only in certain seasons and geo-
rraphic areas. The expansion of mechanized rice, sorghum, cotton,
and sugar production by large farmers nas, however, slowed down the
demand for agricultural labor.

Diversification into higher value and more labor-intensive
production and amprovements in farming technology are the most
readily apparent means to increase beth employment opportunities
and .incomes. However, their potential cannot be realized unless
Adequace intermediate and final markets exist and unless sufficient
inputs are provided. Tius therefore requires that the introduction
of new high value/labor intensive crops be made through an inte-
frated commodity system which views agricultural production from
the farm tc the consuner.

UNCLASSIFIED
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thile attempts have peesn made by the tinistry of Agricul-
ture and other GOCR entities to improve the production and pro-
duct:}vity of small farmers, interventions have been limited to
traditional development approaches involving traditional crops,
such as research and extension activities in improved production
techrologies, provision of credit, and formation of farmers into
cooperatives. liany of these interventions were done 1n isolation
or out of sequence. ror example, z{forts were made to increase
basic grains production on some small farms, but the small farmers
were left with problcme n drying, handling, storing, and marketing
new production. These deficiencies in twn have created arother
set of problems; in grain quality, tor example, high levels of
aflotoxins 1n poorly handled grains can create serious health prob-
lems for consuners. :

0Of the three camponents of the 1974 AID Loan 515-L-025, two
(INFOCOOP and IFAM) are dealing with marketing problems in wavs
complementary to this Project. The MAG ccmponent, basically the Projectos-
por-Campana, will demonstrate new production technologies in specific
traditional and non-traditional crops. This work is systems-related only
in that it will increase production and ercourage diversification at an
early point in the "vertical" system. The second loan component
INFOCOOP credit to co-ops, will finance production and marketing activities,
with the bulk of the funds going into marketing subprojects-~storage
facilities, processing equipment, and the like--carried out by member
co-ops. These co-ops will not be participating in this Project. Under
the third component, IFAM, the municipal bank, is sublend:ing to munici-
palities to finance infrastructure including, among others, access road
construction and maintenance and terminal markets. This sort of activity
will play a part in the overall systems approach, but will not be iancluded
in the proposed Project.

The System Approach

Tne production of food 1s, and will continue to be, the
principal productive activity of the target group, either cirectly
as tarers or 1ndirectly as mmployees of farmers orothers engaged
in post-production activaties. GSuccess in this contributes to-
wirds attainment of nutratiorna. gozls, ancther arca of GOCR amphasis.

''The main purpose for producing foods, fibre, or otner rural

comoditics 15 to ‘ulfill the neec or desire of a consurer. Ability
to produce 15 only one element n The equation. if what is orocduced
does not reaci the consumer or . unable, or unwilling, To pay

for the product, the farme: .S

: :tter cff, and probably worse
off, than he was pefore he produc

2 the ccrmodity.

These linages betucen Tarmer ard consumer form Costa
Neca's "food systen'” and ensure : food requirements for the
population are met. The total sysiem Is complex, and there are in-
numerable inter-relationsnips etwoen the various links of the sys-
tem, While an attempt to ceal with the wole system might oe an
appropriate condidate for acaderic research and computer moceling,
1t 1s difticult to conceiwve oif su~’ work resulting in any tangible
benefats for the rural poor 1n the near future.

1t io {eas:ble, hewever, = 7ol ot a particular como-
dity, analyze the need of present or pciertial consumers for the

product, and identify the factors involvec in meeting that need.
This will provide assurance that the farmer will have a market if
he produces the particular commodity. he individual commodity sys-
tems lead towuds an understanding of the total system.


http:proble.ms
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It the particular commodity is one already being grown in
Costa Rica, the approach will highlight segments of the system chain
which can be improved. If new, the analysis will indicate the ele-
monts which must be established betore the anticipated material
penefits will be realized by the producer.

The integrated commodity system approach considers the
total production/processing/marketing system of each individual
canmdity as a continuum. Each and every element in the total sys-
tem 1s described, usually in chronological order. While the system
15 usually a linear one, various sub-systems which relate to inputs
and outputs to the system provide branching lines of chronological
events. A typical system for a farmer's operation may consist of
the following:

1. Develop a farm

2. Obtcain technical informe=ion

3. Develop a plan for the farm

Y, Obtain credit for inputs

5. Purchase or provide inputs

6. Obtain labor

7. Clear land/prepare soil

8. Plant the crop ¢: crop mix

9, ‘Vieed crops

10. Fertiliza crops

11. Control insects and diseases

12.  Perform other miscellaneous ractices

13. Harvest crops

1%,  Handling/transport from field

15. Post harvest handling

UNCLASSIFIED
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16. Un-ftarm storage

17. Assembly/preparation/grading
18, Preprocessing/grading/packaging
19. Transport

20, Storage

21, Assembly/processing/packaging
22. Transport/distribution

24. Sales to consumers

While the above describes a vert:cslly integrated system,
the steps within the system for a given comacdity will vary be-
cause ot social, eccnomic or technical reasors.

The importance of a well functionirg commodity system can
Lx+ illustrated by comparing: (1) a commodity system (coffee) which
s included small farmers and has been successful in increasing
their incomes and in providing employment to rural laborers; and
(2) a comnodity system (pejibaye) wnich is neither "systematized"
nor integrated, and which does not allow smail farmers to exploit
potential benefits.

A TFunctioning System

tlore than two hundred years ago coffee vas a valuable
world wide commodity, with Haiti being the prancipal exporter. It
w1s 1ntroduced about this time into Costa Rica, and by trial and

error locations were found where coffee responded well to the soil
and climate.

Through succeeding years improved varieties of the
Arablan type where introduced and grovm to maturity. Cultural
Jractices were improved and became known by imost farmers in coffee
frowing regions. HMethods of processing were improved upon.

In recent years the GOCR has taken an active role in im-
proving the coffee cormodity systam. It has been instrumental in
conducting research in cultural practices, improved varieties,
rconomic use of fertilizers, control of diseases and insects,

UNCLASSIFIED
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processing technology, equipment for processing, ¢rades and stand-
ards, and coffee econamics. Technical specialists in several
felds of coffee technology were trained and put to work on solving
technical problems of coffee production/processing/marketing.

These specialasts also provided support to growers in forming asso-
ciqtions and cooperatives which obtain credit, technical assistance
arx! other inputs from government sources. Cooperatives served the
jrowers in the collection, handling, processing, and marketing of
the coftee. Processing included ali changes that occurred in the
product from the coffee berry to the bagged, graded, green coffee
sold in national and international markets. All of these steps in
the vertically integrated system were carried out prancipally by
the private sector (the coffee growers), but were encouraged by
government policies and programs. The integrated system for coffee
provided sigmificantly increased income for thousands of small,
medium, and large farmers alike. It developed the level of coffee
production, processing, and marketing technology in Costa Rica now
recognized as the highest in the world.

A Non-Lystem

An example of a commodity with a relatively unformed sys-
tem is Peach Palm or Pejibaye (Bactris gasopaes H.B.K.). It is a
crop recognized by tne National Academy of Science and other inves-
tipators as having very high potential for human food products and
animil feeds. It has wide acceptance as a specialty, seasonal,
fresh truit for human consumption at all economic and social levels
in (osta Rica.

It was a staple food of the Indians before arrival of
the Spaniards. Seed of the best varieties has been maintained
through the years. DPejibaye 15 a perennial crop that can be grown
in the hot, wet lowlands as a commercial plartation, as a mixed
planting with other crops, or as a shade tree for cacao and coffee
at intermediate altitudes. Yaelds of 50,000 Kg/Ha. per year can
o obtained of a carbohydrate product that is high in oil and
carotene and mediun (6-7%) 1n protein. It hes potential for use
a5 a base for anuml feed concentrate, i preblems of processing
and marketing can e solved.  oman food procucts of many types are
a150 possible.  Frum the commercial plantings that currently exist,
only a smill portion of the highest quality frult is marketed for
human consumption. As much as 80-90 percent of the production may
;oo to waste for lack of alternatuve markets,  There are several pos-
sible interventions that can be made in pejibaye to promote this
crop system and to create market:s for its preducts and by-products.
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Htarting wath existing plantings ot small growers in such places as
Tucurrique near Turrialba, improvements and expansion in production
can be made, processing technologies can be developed, and market
alternatives can be created in such a way as to provide increased
incomes and employment for participating swrall growers. Simple
machines, such as nammer mills for chopping the fruits in chips,
and mechanmical dryers, may be all that is needed to produce a raw
material which will not rot, can be easily stored, and can be sold
us a basic constituent of animal feed concentrates. Testing of
this product as an animal feed base is necessary, as 1s the develop-
ment of markets with existing feed concentrate producers. Research
can lead to development of other products.

As the system 1s test=d anc imprcved it can be expanded
to other Central American countries. Since Costa Rica has the lar-
pest collection of wmproved piint materials of pejibaye, and since
moit of the world's research has been conducted in Costa Rica,

Costa Rica could be the leader in the development stage of this po-
tentially importar: -rop.

A graphic model of an integrated system for pejibaye is
provided in Annex 6 . This model more clearly demonstrates the
complexity of an integrated system and 1ts related sub-systems.

Other commodities to be considered for promotion under
this Project are:

1. Fruits and vegetables

2. Spices, “lavorings, cclorants and essential oils
3. Cacao

4, Urnanentals

5. Macadamia

6. Dairy products

7. torest products

Hany of these are already produced in Costa Raca using

varying levels of production, vrocessing, and marketing technologaies,
An antegrated comodity systans adproach w:ll identify constraints
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and solutions to the orderly development and expansion of small farm
proxduction, processing, and marketing for these commodities.

This first phase of an integrated commcdity approach as
dencribed above is jljustrative. Each of the steps identified in the
continuum is evaluated to determine inadequacies which exist associated
with that step. These inadequacies, or problems, are then arrayed in
order of their critical importance to the entire continuum. With
this phase completed the result is a ice ot array of
all the identified constraints to devélopment for each of the crops
and enterprises considered.

To proceed to systematic, orderly solutions to the con-
stniints identified in the vertically integrated system, attention
nmust then be given to a horizontal integration process. This involves
an analysis of each of the constraints to determine what is needed
to overcame it, and which Costa Rican insti-ution can bestcarry out
the required actions. To illustrate, there may be readily available
improved production technology for a specific crop, but the target
sroup small farmers are ignorant of it, do not understand it, or
are not convinced that its use will benefit them. In such a situa-
lion, institutions such as the MAG Extension Service, which has di-
rect contact with producers, should be given the responsibility for
iddressing this constraint. For constraints requiring organized
invectigation, the primary responsibility should fall on a research
institution; and when results are available, on the Extension Ser-
vice for dissemination of the new information. If necessary credit
is not available at any point of the continuum, and is a constraint
to the functioning of the system, then the credit institutions would
becorme the focus of attention.

Construints which affect the supply of production inputs,
mirketing, transporiction, or processing services will have to in-
volve joint public ‘d private sector zctions. In such cases, MAG
will need to elicit the cooperation and par:icipation of the private
sector. Tt s postible that, in <oine cases, the Ministry of Econony ,
industry and Commeyce GIE1C), the llatisnal Production Council (CNP),
the new Central YWholesale Terming arket (C.FAM Prcject) and other
bl ic entities will need to beocme nvolved.

Lxamples of the dnteqnated commod [ty systems approach
arye already four<d in Costa Piea n bananas, African oil palm, coffee,
bect, sugar and tobacco,  flovey oy this appoach will be new in
Costa Pica in ito application to ansll farep enterprises.,
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Lmprovament of the lot of the rural poor is essentially a
problem of integrating effective consumer demand with the products
derived from the activities of the rural poor. The commodity sys-
tems approach provides the camprehensive view and framework for
ientifying the relevant and important factors at an early stage
an for the design and implementation of responsive programs and
[rojects. More specifically, its application will:

-- Outline the system structure and essential elements,
ensuring adequate consideration of each;

-~ Define the inter-relationships between the various
elements of the system;

-~ Provide a basis for establishing emphasis and prior-
ities, ensuring that all important links are in place
at appropriate times;

~-- Provide a basis for comparative assessment of the
various commodities in terms of contribution to the
achieverent of rural development goals;

-- Identify areas of necessary, or desirable, present or
potential private sector contribution, cooperation and
interest which will serve as ths foundation for entre-
preneurial and agro-industry initiatives.

This Commolity Systems Project is based upon a vertically
and horizontally integrated approach. It attempts to promote new
¢rops and better management of both new and traditional crops 1in
nmAll farmer enterprises in 5 regions of Costa Rica. It hopes to
institute a new credit system for a mix of long termn and short term
crops and products, based upon o farm enterprise rather than a
conmodity line of credit. The Project represents the MAG's initial
attempt to use a systems approach for colving small farmer problems,
and an extension of the MAG's program to pro>lems other than those of
preduction,  Tinally the Project will vest thie use of a series of
non-traditional and improved traditionzl cro) and product enter-
prices as the best alternative for use by small farmers to increase
their family income and employment.

C.  Project Target Group

The project will concentrate in five geographic zones,
each of which was selected because of a high concentration of poverty
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«ul the physical potential for agricultural product diversification.
O the country's 35,000 poor small farms, 23 percent (8,000) are
located in the ten cantones comprising the project's target zones.

The five zones are geographically dispersed (map follows),
with each having different micro-climates and physical characte-
ristics. As of 1973, their total population was 205,000 persons,
of which 53 percent (108,000) fell below AID/W's poverty benchmark
ot 5150 per capita in 1969 prices. Of this immediate Target Group
of 108,000 rural poor, approximat:ly half are farmers and the other
halfl laborers.

Puriscal and Turrubares are in San José Province to the
senth-west of the capital city. Both are pradominantly agricultural
cantones, with corn, coffee, tobacco, and beans being most importart
in Turiscal and cattle being most important in Turrubares. The
mijority of farms are less than 20 hectares in size (72 percent),
and of these small farms, nearly 85 percent fall below AID/W's po-
verty benchmark. Also, more than one quarter of the total popula-
Lion can be classified as non-farm poor. There is a high prevalence
ol poverty within the two cantones (61 percent of the total popula-
tion), and unemployment rates have been increasing during the past
snveral years., It has also been an area of high out-migration,
primarily to the San José Urban Agglomeration. Because of rapid
de-lorestation in recent years, erosion has been heavy and land is
rapidly being destroyed. For both income and ecological reasons,
agricultural production patterns rust begin to change.

Pérez 7c¢leddn is at the southern most edge of San José
Province and Buenos Alres is inmediately south-east in Puntarenas
Province. Together they comprise the San Isidro de General zone.
Both are predominantly agricultural areas, with maize, coffee,
and Teans being most important in Pérez Zeleddn; and bananas,
basic grains, and cattle most important in 3uenos Aires. Land in
extensive pasture has increased significantly during the past decade,
reculting in rapid de-forestation of some 3,500 has. per year. The
rajority of farms are less then 70 hectares (66 percent), with ap-
proximately 75 percert of these small farms below the poverty bench-
nark.  Also, nearly one quarter of the tota. popusation (21,360 out
of 87,193) are non-tarm poor. Ledng at the entire zone's popula-
tion, some 54 percent tall below AL 5 Lacome poverty benchmark.
There have been insufficient empioyment opportunities, thereby lead-
ing to significant seasonal out-migration, especially in Pérez Ze-
leddn.
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Upala, Los Chiles, and Guatuso are all part of Costa Rica's
last frontier in the northern plains east of Guanacaste. They are
mi JOI‘ agricultural areas, primarily pmduc.mg beans and other food-
jrains, as well as some cattle. Because it is a newly settled area,

the percentage of farms less than 20 hectares is low (27 percent),
although the vast majority do fall below the poverty line, This
area has also attracted a large number of agricultural laborers,
resulting in a large proportion of non-farm oor (28 percent of the
total population). Because land is used very extensively in the
Northern Plains, there is great potential to introduce non-tradi-
tional crops which will increase on-farm incomes as well as generate
new employment opportunities. While the prevalence of poverty is
lower in this zone than in the other target regions, we feel that it
15 important to demons‘cr‘ate the advantages of agricultural product
diversification in an area of high potential.

Hojancha and Nandayure are located in the Nicoya Peninsu-
la. Both are dedicated primarily to cattle production, along with
basic foodgrains. Studies done by the Municipal Development Insti-
tute (ITAM) show these cantones to be among the very poorest in the
country. They are characterized by low inccmes, high unemployment,
and relatively high seasonal out-migration. The majority of farms
are smaller than 20 hectares, with most of these being below the
poverty benchmark (81 percent). There are also a large number of
non-farm poor, although they comprise a smaller number than the
faorm poor. Looking at the total population for the zone, nearly
G0 percent fall below the poverty line. This zone is also charac-
terized by heavy de-forestation and erosion. both of which could be
rxluced by changed land-use practices

Turrialba is the eastern most canton in Cartago Province.
Tt borders Limdn Province and is the home o CATIE, a Central
American Regional Research and Treining Center. It is primarily
an agricultural area, with coffee, sugar cane, and corn being the
most important crops. The vast majority of farmsare less than 20
hectares (83 percent), and of these 1,790 small farms, approximate-
ly 64 percent are poor. In addition, there arealarge number of
non-farm poor. In terms of the total population, approximately 47
percent can be classified as poor. Vhile the concentration of po-
verty is not as high as in some other areas of the country, the
area offers great potential for labor-intensive agricultural product

diversification -- especially important in this zone with a pre-
dominance of non-farm poor,
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The Purpose of the Project, the installation of a aew
methodology in the MAG and SBN approach to small farmers, involves
testing this methodology on a sufficient number of participants over
a sufficient time to firmly establish its utility and acceptance.
The size of the participant grou; anticipated--4,000 small farmers--
and the amount of credit to be offered them--over $7 million,
including rollover of short-term credits--reflect the Mission's
estimate as to (a) the maximum number of participants the MAG and
SBN can service in four years; and (b) a sample size large enough
to serve as a valid test of utility and acceptance.

The inclusion of $2.5 million in loan funds for credit
(versus $4,285,000 of SBN counterpart) is intended to offer the
SBN an incentive to enter into the field of medium-term lending
to small farmers for non-traditional crops supported by a farm plan,
and to offer a buffer against losses which may occur in this new
activity. This $2.5 million level reflects Mission judgment as to
the minimum input which will constitute an azdequate incentive
to bring about this new lending policy.
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1T.  PROJECT DESCRIPTION

A, Goal, Purpose, Inputs, Outputs

1. (Goal Statement

The Goal of this Project as well as the AID pro-
jrams in Costa Rica is to increase the inccies of the poor. The
PAP, the Agricultural Sector Assessment, and other studies indicate
that the bulk of poverty in Costa Rica lies among farmers and land-
lets workers whose future income and employnent oppcrtunities cannot
be raised through increased production of either basic grains or
traditional export crops (coffee, bananas, beef, sugar). We pro-
pcue to assist the GOCR in developing the institutional capacity o
bring to this group's attention income opportunities in producticn
ol new crops, and in improved ;ost-harvest jandling and marketirg of
existing production. These in turn will leud to accomplisnment of AID's

sub-goals for the agriculture sector: (1) o increase the profitability
of small farm enterprises; and (2) to increase employment opportunities
in rural areas.

2. Purpose Statement

The Purpose of the Project is to install an
integrated commodity systems approach into the Ministry of
Agriculture's development program.

By the end of the Project, the following conditions
will have been met:

a. An integratec¢ systems approach for conducting
the MAG agricultural development program will have been instituted
with substantial modifications made in farw. management, long term
cropping patterns, marketing pructices, and participation in proc-
essing activities of 4000 small farmer enterprises;

b, Near-full employment for 4000 farm family
members and additional employment for 4000 non-farm poor by the sixth
vear after end of project; and

c. Individual and group lending for medium term credit
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in medium/long, term enterprises, with short term production lending,
hoth based on ;arm plans, will have been instituted in five regions
in Costa Rica.

The integrated systems methodology will be insti-
tutionalized within the MAG during the life of the Project. Since
most of the cropping systems are long-term in nature, the Purpose-
lovel profitability and employment objectives are not expected to
be fully achieved by the end of the Project, but when the long-term
crops came into full production.

3. Inputs
AID inputs will consist of:

- atwenly year Loanof $5,500,000 for MAG Training,
Farm Management, Research, and Credit activities.

- personnel and administrative support for proj-
ect planning, monitoring and evaluation.

GOCR_inputs will consist of:

- MAG counterpart contribution of $1,215,000 for
personnel and operationscosts

- counterpart contribution by the SBN of $4,285,000
for medium and short term credit

- personnel and administrative support of CATIE,
CITA, CIGRAS, UCR, and other public sector
institutions which will participate in the Proj-
ect under agreement or contract arrangements.

- personnel and administrative support of MAG/
OPSA/CAN/COTEPSA/CARs, in project planning,
implementation, monitoring and evaluation.

B. Project Elements

The specific elements of the Commodity Systems Project
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to be funded are as follows ($'000): AID GOCR TOTAL

- MAG Training $§ 333 0§ 4w $§ 473

- Farm Management 584 465 1,049

- Research 1,583 210 1,793

- Credit 2,500 4,285 6,785

- Contingency and 500 500 1,000
Inflation

5,5000 $5,500 11,000 -,

The four Project elements are not entirely discrete and
cannot be arranged in a simple sequential ordar. Rather, each ele-
ment reinforces others -- for example, the two-way relationship be-
tween MAG Training and the development of Farn Management plans.
However, at the risk of oversimplifying, the main objective of the
MAC Training element is to inculcate the commodity system concept
into the Ministry of Agriculture, followed by the Farm Manage ent
clement which will apply this concept to at least 4,000 small farms.
‘I'he Research and Credit elements lead to the extension of the com-
mxlity system concept, although the requirements of both are also

results of agricultural extension work done in developing Farm
Mingement plans.,

This can be illustrated as follows:

Farm-
4_"‘7%.:3‘1“ Farm

Tdra tmpl. ; M5+‘ Plahs

MnR&

lﬂ.iniv\s

Rs. pl’CdUC’ |
Duwersif,

Rescarch Cred it
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1. MAG Training

A Systems Committee will be established within the
Ministry of Agriculture for overall Project coordination, planning,
implementation, monitoring and evaluation. It will oversee all fi-
nancial, technical and administrative aspects of the Project. It
will have authority to enter into agreements or contracts with re-
pional and national institutions or individuals to assist in various
planning, investigatory, or implementation phases. It will review
and approve plans forswbproject activities developed at the local
(CAK) level. Tt will plan and oversee the conduct of a Base Line
Study for the Project to be used in the Evaluation Plan, and will
participate in the annual and final Evaluations of the Project. It
will prepare all required reports for other GOCR offices and for AID.

The formation o the Systems Committee and confir-
mation of its authority will be an early Condition Precedent. The
Gyotems Committec will also arrange <or the formation of a Marketing
‘echnology Unit (Division) within MAG, with such specialists as
physiologists, pathologists, engineers, economists, and statisticians.
"his Unit will plan and develop market activities, will develop train-
inp materials, provide training to MAG technicians, and will provide
peneral backstoppinm to MAG personnel in marketing technology. Within
the Market Unit will be a Market Information Sub-Unit which will
pather, analyze, and disseminate daily information on availability
anc prices of major agricultural commodities.

A variety of training activities 1is included in
this element of the Project. These will encompass a mix of on-the-
job training; academic training, training for technicians in produc-
t ion/processing/marketing of non-traditional crops; training of
tochnicians in post-harvest handling and marketing of traditional
crops; and training of technicians in farm plan development. Ap-
proximately 200 technicians will be trained for a period of 50 days
cach, in six or more subject matter areas. This training will be
done in-country by MAG officials and contracted individuals and
institutions.

Project funde will also e used for academic train-
ing. of MAG personnel.  Master of Science scholarships of one or
two years (U.S., Costa Rica or third country) will be provided for
Lon technicians in such fields as marketing, food processing, agro-

industry, farm management, eCOnOmM1CS and crop specialization.
Bachelor of Science level scholarships will be offered to twenty lower
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level technicians in general agriculture, with majors in subjects
relating to the Project objectives.

At the conclusion of the Project we expect the
CARs to have adopted and be utilizing the system approach, and the
system camittee as a formal entity may be disuolved.

SUMMARY BUDGET OF ELEMENT 1, MAG TRAINING

(Omits "Contingency and Inflation")

(SUS)
AID GOCR TOTAL
I'ersonal service contracts-10
person/years 120,000 - 120,000
Short term contracts-10 person/
month 29,000 - 29,000
Short term TDY training
specialists 25,000 - 25,000
8 M.S. scholarships in production/
marketing/processing 60,000 - 60,000
20 B.S. scholarships in production/
marketing/processing 99,000 - 99,000
(‘lommittee Costs - 40,000 40,000
TOTAL 333,000 40,000 373,000

2. Farm Management

MAG technicians will perform a series of activities at
the local level to improve farm management techniques in the non-
tmiditional and improved traditional crop and product enterprises
o! 4,000 participating smail farmers.
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The CAR Directors anc :“aff will be responsible for devel-
oping, farm plans. A svstems approach will be used in the develop-
ment of these plans . The CARs will decide upon the
appropriate crops to be promoted, the commodity problems to be solved,
«arxl the specfic types of participating farmers, They will also de-
termine technical assistance requirements, and farmer training needs,
a:: well as conduct trials and demonstrations on crops. They will
lorm groups of farmers interested in one commodity, and will develop
technical information to disseminate to these farmer groups.

Within the 4,000 target fammers, approximately one third
ol the farm plans will be undertaken with groups of farmers for which
apyrepate credit will be provided. .he remaining two thirds of the
Plans are expected to be individual planc waich will be the basis
for individual medium and short term creait.

In developing the farm plans, MAG technicians will start
[rom the present organization of the “arm and its present level of
technology. The farmer will be assisted in working out his own costs
and returns from his present cropping pattern. He will consider
alternative ways in which he can reorganize the use of the land on
hi: tam, of his available family labor, abilities and capital in
order to come up with a higher tamily income. A technical package
and the estimated cconomics of new crops will be suggested to the
lamer for his consideration. ilis farm plan will consider the mix
of enterprises; opportunities for use of higher technology and new
cropay and, where his land s under-utilized, how to put more land
into high productivity crops. 'farm plans are expected to be simple
~nough to be well understood by farmers. Instructions will be pro-
vidid on how to obtain credit based upon the farm plan.

CARs w:11 work with farm groups in providing farmer train-
inp,, technical assistance, develioping rfarm plans and educating farm-
ers in the use of a systems approach and better farm management
practices,

Technical assistance from outside sources will be pro-
vidrd to strengthen MAG capabilities in implementing the commodity
systems.  Experts in farm management, food technology, marketing,
apro-industry, engineering, animal feeds, forest products, and crop
specialists will be needed.
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Approximately 4,000 farmers will be trained through
{icld days, farmers meetings, short courses, demonstrations and
feneral pramotional activities of a similar namure. Uniform training
muterials will be developed for generalized use and area or crop
speeific training materials will be prepared as needed. Apprcximately
100 field days, demonstrations, courses and other types of group train-
inp will be conducted over the life of the Project.

SUMMARY BUDGET OF ELEMENT 2, FARM MANAGEMENT

(Omits "Contingency and Inflation")

(5US)
AID GOCR TOTAL
Short.- term Contractors 50,000 - 50,000
Opemitional assistance to
(ARs to provide T.A. 321,000 - 321,000
Trials, demonstrations and
training 213,000 - 213,000
(A operational and travel - 83,000 83,000
Vehicles - 282,000 282,000
Training of small farmers by
(A and MAC personnel - 100,000 430,000
10TAL 584,000 465,000 1,049,000

3. Research

Four types of research are included in the Project:
(1) development of improved plant materials; (b) field trials and
rlemonsitmations; (@) farmer group .-1107 projects; and (d) general re-
fwarch and developurnt.

. Improved Plant Materials.

Project funds will be used by the MAG Re-
seareh Directorate to establish a National Plant Introductory Garden
and to establish or strengthen ar loast § regional experimental stations.
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Activities will invclve introduction (procure-
ment and importation) ot large quantities of improved ;lant materials
(or diversification. Seeds, trees, budwood, rootstocks, tubers,
rots and cuttings will be purchased, donated, or obtained through
plant material cxchange. Different species, varieties, clones and
jopulations will be collected to form foundation plantings for
obrervation, testing and multiplication in appropriate ecological
arvas of Costa Rica. Improved plant materials will be sought world-
wide, particularly in those countries with environments similar to
('n:taRica. Improved plant materials from indigenous sources will
also be used.

After initial observation for diseases, in-
coectn, and general performance in the Plant Introductory Garden,
plant materials will be distributed to the regional experimental
;itat ions where they will be tested and multiplied for future use by
farmers, (See Annex 7 for more detail). AID funds will be used to
improve or construct atation facilities, purchase equiprnent, purchase
plant materials, and provide part of the operational costs of experimental
otations. MAG counterpart funds wil®. be used for salaries of tech-
nicians and laborers, land, utiliti~s, plant imports from other than Code
y41 countries, and operating costs at experiment or sub-stations.

L. Field Trials/Demonstrations

In cupport of the regional outreach progrdm
and to motivate cmall farmers, 100 variety trials and demonstrations
will be done in cach of at least five regicns. Because of their
exinting experience in conducting, trials ard demonstrations for
traditional crops these activities will be carried out by CAR person-
nel with assistance from MAG sjpecialists.  The trials and demonstra-
tions will be held on cooperas inp farmers' fields and will serve 1S
thee loci for tietd days, meetings, farmer «raining, Short courses,
op other extension activities, For same cops these controlled
plantings will serve agb sources of multiplication and Jistribution
of plant material to small farmers.

Funds for these activities will be used by
vach CAR Director to cover materials and supplies, labor, and general
operations.

c. General Kesearch and Development

The Systems Committec will solicit research
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reommendations from the CAR Directors who have identified constraints
in the various commodity systems being implemented in their areas,
Contracts for this research will be executec by the Systems Cammittee.
A variety of problems identified in the integrated systems approach
will be addressed through this subelement. Project funds will be
employed to ocontract individuals and institutions to conduct specific
rescarch. These may include feasibility studies for specific local
onterprises, market studies, export promotion studies, engineering
stulies to determine equipment needs for farmer group agro-industries,
fond technology research and development, wood product research,
ntudies on quantitative and qualitative losses of agricultural pro-
ducts in the market system, animal feed research and development,
tecding trials, agricultural by-product utilization research, and de-
sign of on-farm agricultural product processing/handling/drying
equipment, CATIL, CITA, CIGRAS, the Tropical Science Center, the
ropical Wood Products laboratory, UCR, and other public and private
inetitutions will be involved in this research.

d. Farmer Croup Pilot Projects

(1) Macketing Activities

A series of specific marketing acti-
vities described in the Small Farmer Income (FY 77) proposal was
surpested as ways to increase the value adced to agricultural out-
put at the farm level and Jor reduce the velue lost between farm
and market. These activities were to focus on reduced post-harvest
losises; improved product quali*y; and improved linkages between
production and marketing opportunities. The substance of this
car)ier proposal 1s included in thic “?,  This Project component
#ill be completed within 18 months, and will consist of 10 independent
subprojects at specific locations, dealing with groups of farmers
having problems with known technical solutions. The financial feasibility
of these known technologies will then be tested.

e cubprojects will be implemented by
jroups of farmers and MAG and CAK personnel. Farmers will be organized
wither into cooperatives, proWwers associations, or informal groups
which mirket their produce together. The farmers will play an active
role in conceptualizing and piaruing their subprojects, assisted by
CAK personnel. They will be expocted to bear half the costs of the
~ubproject., Local MAG personnel will provide supervision, technical
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asnistance and training. In addition to the immediate income effect

to be realized by the farmers, the pr1nc1pa1 uupact of this
activity will be the working experience gained by the CARs

in rolving marketing problems.

The Systems Committee will determine
the priority of subprojects to be funded. Criteria for subproject
selection will include: low cost, proven technical feasibility,
simplicity, high dcpme of farmer interest, high potential benefit,
large number of beneficiaries, and r~epncab111ty Examples of
poutiible subprojects are 1nc1uded in Annex €.

(ii) Systems Research and Development

Besides the specific marketing sub-

projects to be initiated in the first 18 months of the Project, a
nunber of other experimental or R and D activities will be attempted.
CAls: will identify possible group activities which could address a
jiven constraint at any point within a conmocllty system. They will
pm\nde expertise to design, locate or determine costs of materials,
mpnpmr'nt and facilities needed for the group enterprise. While sub-
projects will be implemented largely by farmer groups, continued
torhnlcal assistance and guidance will be provided by CARs and their

dalt during the life of the subprojects. }mancmg will be provided
lr)r‘ such activities as village plant nurseries, local retail markets,
comminity food processing plants, village operated grain driers and
r.torage facilities, farm transport facilities, warehouses, srading
and packing sheds, milk coolers and collect‘on tanks, fence post
treatment facilitates , lumber dr'ylng, sheds, sawmills, furniture
mik ing equlpment animal feed mixing plants, fruit dehydration plants,
mit processing equipment and facilities for village leather industries.

An estimated 6C subprojects will be
implemented in at least 5 regions of the country during tne last
three years of the project. Although this financing will be derived
in part from Loan funds, it will be provided to these experimental

projects as donations. This will be the first time MAG funds will
be used in this manner.

The criteria for the selection of these
rxperimental sub-projects will be substantiatly similar to those to
Ie applied to the Marketing Activities described above. A comparison
0] the two subproject groupingsfollows :
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Marketing Activities (10)
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System R and D (60)

Subject: Marketing
Tichnology: Proven
Financial

l'easibility: Being Tested
isart icipants: Few

(out: Large
Timing: First Year

Production, Marketing,

Processing

Being Tested

Being Tested
Many

Small

Years 2-u

COST BREAKDOWN OF ELEMENT 3, RESEARCH

(Omits "Contingency and Inflaction")

1. Improved plant materials

I’quipment

Improvement of station
facilities

Operating cost of
experiment stations

foed, trees bedwood,
root, stock, etc.

Personnel, utilities,
materials and supplies

. I'eld trials/demonstrations

(Item funded under Element 3,
Farm Management)

. General Research and Develop.

Institutional Contracts
Personal Services Contracts

UNY

(5US)
AID

641,000
(200,000)

(200,000)
(156,000)

( 85,002

469,000
(425,000)
( 44,000)

ASSTFIED

GOCR

167,000

(167,000)

TOTAL

808,000
(200,600)

(200,000)
(156,000)
( 85,000)

(167,000)

469,000
(425,000)
( 44,000)
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AID GOCR TOTAL
. larmer group nilot projects 473,000 43,000 516,000
Mirketing Activities (160,000) (43,000) (203,000)
larmer Group pilot projects (313,000 - (313,000)
TOTAL ] 583,00_0_ 210,000 1,793,000

4, Credit

loan funds will move throush the National Banking
fiystem (SBN) via constituent banks to small farmers participating
in the integrated systems approach to agricultural enterprises. Such

lending will follow farm plans developed undar the Farm Management
rlement of the Project.

The SBN will be responsibla for covering the operating
costs, including personnel, of the Credit Element and will utilize
exinting systems of sub-loan analysis and precessing. To further
reduce the per-unit cost of lending, loans t> groups/associations will
Ix' encouraged.  Credits may also be granted to processors for relending
to producers in cash or kind. This type of sublending can be expected
ai medium term crops begin to come into production.

The SBN will make funds available ($2 million) from
their regular port{olios in short term production credit sub-loans
to farmers participating in the medium term non-traditional programs.
vk anticipate that this short term production credit will be in ad-

dition to previous SBN levels of lending to small farmers for
production credit.

Farmers as individuals or in groups will be selected
by MAG/CAR for participation in the program. Farm plans will be
leveloped by MAG for the individual enterprise and submitted to the
UBN for credit analysis. The SBN will collaborate closely with MAG
ersonnel in the development of “arm plans to determine cre_:t worthi-
necs of individuals selected to perticipate in the Program. More
than 90% of the farms in Cocta Hce are owner-operated, and SBN of-
licials indicate thev feel adeque-: semirity would be available for
financing medium term enterprises ir the majority of cases.

The criteria foszmall farmer participation in
the Commodity Systems Project will be based upon USAID's DAP and
Agricultural Sector Assessment strategy and identification of _ae
AID t.rget group in Costa Rica. Two principal criteria wili e
per capita income of $150 or less at 1969 prices and land hc dings
not to exceed 20 hectares. Since the average rural ramily size
numbers approximately seven members and current per capita poverty
income levels are now approximately $300, a family income of less
than $2,000 per year in 1977 would establish the major eligibility
for participation. Other less formal criteria to be employed by
MAG and the SBN as considerations for participation are: (1) pro-
pensity to work cooperatively in groups; (2) past and Present credit

worthiness of individuals; and (3) geographic proximity to other
farmers participating in the Project.


http:i:;1:.ng
http:throm.gh
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o ~ The SBN will maintain close liaison with MAG
teclinicians assisting farmers with farm plans to assure minimum de-
lay: in credit analvsis, loan closing, and loan disbursements.

Rollover funds throughout a period to be agreed
upon shall be used for the same gen pUrfose as initial program
funds, and the SBN will provide separate accountability of medium
and short term credits within this Project. The GOCR and SBN will
covenant to maintain the medium and short term revolving production

(urkls at levels at least equal to the funding provided by the Project.

A MAG technicians develop farm plans they may
identify farmers who are concentrating on similar crop mixes due
to comparative advantages of weati.er or soil types, or other instances
where some common bond such as family ties cr a jointly owned ir-
ripation system would serve to form individials into informal "mu-
tunl guarantee" groups. These groups would not be cooperatives, but
mipht scrve as pre-coop entities, particularily when long term crops
reach maturity. Technical assistance will be less costly to administer
when given these groups of from 8-25 individuals.

In the "mutual guarantee" system loans are made to
the group but signed by all members, who have the ‘oint responsibi-
lity to pay the loan of anyone who defailts. The groups normally will

not allow bad risks to join, and tend to provide a continuous monitor-
ship role on each member, checking to see that agro-inputs are applied
on time, harvest and handling done properly. etc. Finally, group
members can work together in high labor times, such as harvest, for
the common benefit of all. This system is ..egal in Costa Rica, but
has not been widely used. The SBN is enthusiastic about group lending.
They recognize it would substantially reduce the per unit cost of
lending and at the same time permit a highe:: incidence of credit
technician/farmer supervision. Group lending under AID programs

in other countries, such as the Dominican Republic, has allowed
credit agents and agriculture technicians to service increased
numbers of small farmers.
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FLOW OF PROGRAM CREDIT FUNDS

Individual loans

MAG/CAR technician develops farm plan with farmer.

Farmer makes loan application to SBN.

SBN does credit analysis.

Farmer receives medium/short lj:erm credit.

MAG/CAR/SBN provide T.A., monitorship, and collecticn efforts.
Farmer repays SBN.

\

SBN relends for similar purpose.

Group loans

MAG/CAR technician develops individual farm plans and when applicable
encourages formation of similar enterprises into groups.

Group makes joint application for medium/short term credit.

SBN does credit analysis and deposits money in special account far

group. \L
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Pres ident/treasurer make periodic withdrawals from special acocount
hased on weekly/monthly requirements of individuals, and based on
Froup approval then disburse money.

MAC'/CAR/SBN/GROUP provide monitorship, T.A., and collection efforts.
Iarmers sell crops and deposit to special account and loan repaid

to ORN.

Crop-specific criteria #ill be developed with the
SBN. Basic guidelines are presented below:

AN relends for similar purpose.

MEDIUM TERM CREDIT

Texrm 2 to 10 years

Interest Not less than 8%

Grace variable with enterprises

PROGRAM FUNDS $1,785,000
Average sub-loan 1,200
Maximum crop enterprise 1,750
Maximum dairy enterprise 2,500
Minimum loan 250

SHORT TERM CREDIT

Term Crop cycle to 1 year
Interest Not less than 8%
Grace period none

PROGRAM FUNDS $2,000,000
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Average subloans 500
Maxdimum subloan 700
Minimm subloan 100

A partial listing of uses of subloan funds follows:
seeds, plant materials, agro-inputs, tools, equipment, breeding stock
and capital improvaments essential to the erterprise. With respect
to proup loans, consideration will also be given to small irrigation
prujects and storage and processing facilities.

Medium term credit will be given only to small
larmers who have less than 20 hectares and who have a farm plan dev-
cloped by MAG technicians. Project funds for short term credits
will be given only to farmers participating in the Commodity Systems!
enterprises.  Such short term monies will zllow improvement of tra-
ditional practices as well as interplanting, which will increase
overall productivity and provide additional income to help defray
medium term debt service requirements.

The SBN will assure that no more than 40 percent
loan monies are directed to livestock enterprises. No
made available for beef cattle enterprises.

of total sub-
funds will be

ALLOCATION OF ELEMENT 4, CREDIT

(Omits "Contingency and Inflation")

(5US)
AID GOCR TOTAL
Short Term - 2,000,000 2,000,000
Medium Term 2,500,000 2,285,000 4,785,000
TOTAL 2,500,000 4,285,000 6,785,000
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1IT. SOCIAL AND ENVIRONMENTAL ANALYSES
A. Social Analysis

1. Cultural Feasibility

a. Target Group

This Project is directed toward the small
poor farmer, long established or recently resettled, who owns fewer
than 20 hectares of land. It will also be oriented, indirectly,
toward the landless rural poor. Given the heterogenelty of the
tarpet group, it is necessary to the success of the project to have
an understanding both of the existing overall social landscape, and
of the differerces among the groups involved.

b. Small Farmers - Established

(1) General Characteristics

The average poor, small farmer has
had 2-3 years of education and is part of a 6 member family. About
hall of them take seasonal employment away from their farms. There
has been some out migration and tnansmlgnatlon in the peripheral
areas of Costa Rica, but most farmers in rural areas have been in
residence a long time and constitute a stable population.

(i1) Social Organization

The Costa Rican farmer has tradition-
ally lived in a dispersed commnity settlement. Although formal
nocial orgamzatmns related to government, schools and churches
arc important in the commnity, they have their foundation in less
formal famlly-fmendshlp groups. The success or failure of any new
program is in large part determined by how it is accepted by these
informal groups. Social interaction tends to take place within a
nocial strata rather than among strata, thus communication is limit-
ed. Small farmers owning thier own land are one social stratum,
landless laborers another, anc large farm owners still another.
Thiz basic commnity structure, however, need not harm a program if
it is recognized and care taken to include leaders from the informal

froups as well as the more visible leaders of the formal cor nity
structure.

UNCLASSTFIED



- 34 - UNCLASSIFIED

(iii) Receptivity to Change

The established small farmer has
been doing the same things his grandfather éid, and in many cases on
the same land; therefore, certain resistance to new crops and tech-
nology can be anticipated. It Is important to show these farmers
whit can and will happen if new techniques and crops are adopted.
Rick can be minimized for the smali farmer by extensive, well-plan-
ned use of demonstration plots. It has been the experience of ex-
tension workers that although the farmers are cautious, they are
anxious to adopt new ideas if proven sound, For example, approxi-
mately one-third of all small farmers in Costa Rica now use ferti-
lizers, and some are also beginning to use agricultural machinery.
The farmers are quick to accept change when they are confident that
profit will increase. When government support prices were raised
several years ago for rice, beans and corn, dramatic production in-
creases followed.

(iv) Project Suixability and Acceptance

In general, organization of the
ectablished poor small farmer is not expected to be a problem.
Although introduction of innovation may face some resistance, this
basic mistrust of new things may be overcome by making sure that
the farmer has ample opportunity to learn by seeing and doing.

This Project includes training courses, demonstrations, and field

iy which will provide the farmers with exposure to the methods of
improved production, marketing and processing technology, and farm
management. Technical assistance will be provided to small farmer
yroups and individuals in location specific programs to promote im-
proved production, marketing and processing of new and traditional
(rops and products. The farmer wiil be encouraged to participate

actively in these programs, and t¢ share ideas and e¥periences with

other farmers and with those offering the tachnical assistance.

c. Small Farmers - Newly Settled

(1 General Characteristics

Families in newly-settled communi-
ies, 92% of whom come from rural areas, have an average of 6
members. The majority of these people were day laborers before

they obtained their lands, and they continue to leave the farm for
seasonal work.
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(i1) Social Orpanization

In the newly-settled communities
there is little in terms of either formal or informal social organ-
ization. Most of these communities are new, and, in general, not
miny resources have been allocated for development of new community
ini rastructure and social programs. The members have rural back-
grounds and are accustomed to a strong network of family-friend-
ship ties; however, since the settlers came as individuals from
di [{erent parts of the country, they are uprooted and broken off
from familiar channels of communication. Interaction is inhibited
since trust and friendship have not had time to develop.

(i11) Receptivity to Change

introducing new crops and technolo-
gy should be easier in this group since it may be assumed thav
having moved outside their normal social sptere to a new land, they
are already started on a process of change end are more recepcive
to change than small farmers who have been many years in thz same
community.

(iv) Project Suitability and Acceptance

Although acceptance cf new ideas
should be easier in the newer communities, any program instituted
in this type of conmunity must be prepared rot only to introduce
innovations, but also to develop the basic community organization
necossary for implementation. The administering body in most newly-
o tablished communities is a formal and artificial organization im-
josed from outside with no ties to family-friendship groups. Ef-
forts need to be made to develop new channels of communication and
cooperation.  Improved community coordination will increase the
probability of the farmers benefitting from the technical assistance
and credit offered by this project.

d. Landless Poor

(1) GGeneral Characteristics

The landless rural poor tend to be
younger than landowners with smaller household size, nearly 1/2
with [ewer than 5 menbers.
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(1ii) Receptivity to Change

The landless rural poor may be the
most difficult greup to reach; not only because they will benefit
only indirectly by new jobs being created, but also because they
are lees likely to participate in commmnity organizations. Since
their existence is quite precarious the landless poor may be ex-
temely resistant to change. They believe that they can at least
survive the way they are, and may be reluctant to take risks such
ar participating in training programs for new jobs. These training
programs are absolutely necessary if the rusal poor are to be able
to work in new industries. Subsidies, however, will probably be
necessary since they will in most cases be forced to quit their
work as day laborers in order to participate in the training programs.

(iv)  Project Suitability and Acceptance

Although the landless poor may be
more difficult to reach, irdustries in rural areas and on-the-job
training will help to breach this barrier and incorporate the rural
poor into more permanent types of employment. This Project, through
more intensive farm management practices, marketing, and on farm
and near farm processing, will provide this additional employment.

2, Spread Effects

The benefits of the Project will spread to other
rural poor within the target region, in addition to those in other
repions.  This Project provides for medium term credit for perennial
crops, historically not available to small “armers. If the project
works in the target region, it is to be expected that interest will
be penerated in other regions, and that similar credit will be ex-
tended to farmers in those regions. Investigations and research
activities, offering innovations and solutions to problems especial-
ly troublesame to small farmers, will be of benefit to farmers in
all regions.

The spread of Project benefits outside the target
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arca is often hampered more by socio-cultuwral than technical oon-
straints; therefore,the support of the respected informal leaders
is important. Since much of what is to be spread is knowledge, the
¢llicient lines of informal commmication mey be important in in-
creasing benefit spread.

3. Social Consequences and Benefit Incidence

a. Access to Resources and Opportunities

It is @ major thrust of this Project to
improve the access of the rural poor to certain resources and op-
[ortunities. Credit will be made available, technical assistance
provided, and employment generated. These activities will con-
tribute directly to the goal of increased incame for the target
group.

b. 1o T

The more intensive farm management
practices, marketing, and on farm and near “arm processing ac-
tivitics will have provided on farm and farm related employment for
000 farm families and 4,000 other rural poor by the 6th year
alter the end of the project. Farm jobs will be available for the
chronically unemployed rural unskilled workers, and more full-time
cmployment will be available for the seasonal laborer. Marketing
and processing will also provide jobs for the educated unemployed.

c. Rural Displacement, Migration, and
Urbanization

The greater availability of employment,
cspecially full-time, in the rural areas should help to reduce mi-
pration to the urban areas. As the .andless poor become incorpo-
rated in these more permanent types - enployment their general
wellare should improve as they becanc =ligidle to participate more
lully in social services.

d. Implicaticns “or th: Role of Women

) ) ‘There appearc to be a general trend toward
teorporating women more fully into the economic life of Costa Rica.

. Although many farm women do not work out-
tiide the home, they are fully integrated into farm activities, as-
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rasning, regponsibility especially for animel care and gardemng
Tw mtport«mt role of women in farm iamilies will be reco,g,nu
l»v having the whole !anuly unit, not just the males, participate
in larm planning projects.

Women have traditionally had most of the re-
aponsibility for picking coffee. Any new crop with similar part-
time labor requirements, such as macadamia nuts, could generate
anployment for farm women. More responsible work opportunities
will became available to women as increased production generates
new jobs in marketing and processing.

This Project provides for training in several
arvas. The farm training courses, demonstrations and field days
will be planned for both men and women. Female MAG employees will
x> cncouraged to participate iIn the short-term training programs,
and female candidates will be sought for the scholarships in
production, marketing and processing.

e. Changes in Power and Participation

(i) Community Organiz:tion

A strengthening of local community c¢organ-
izition, as well as the increased contact rural people will have
with MAG extension agents and other government functionaries, will
increase the skill and confidence of rual residents in dealing
with and influencing the policies of the central government.

(ii) Large and Medium land Owners

Problems outside the mechanics of trying
to work with the target group could come from large and medium
1land owners involved in labor-intensive ferming such as coffee
and sugar cane. These crops, and therefore, these landowners,
will be affected by anything which drives up the cost of farm
labor.

B, Environmental Analysis

An Initial Environmental Examination accompanies this
Ip.

The finding is that this Project will not have a sig-
nilicant effect on the environment, and therefore a negative de-
tmmination is appropriate.
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1V, FEASIBILITY ANALYSES

A. Eoconomic Aspects

USAID/Costa Rica's Agricultural Sector Assessment :denti-
fied crop (or agricultural product) diversification as one of the
highest potential means of raising rural pcor incomes: through the
introduction of higher value (and more labor-intensive) crops to
poor small farmers and through the provision of new employment oppor-

tunities to the non-farm poor and to small farm families with excess
labor.

The potential income and employment effects of new cropping
systems are illustrated in the following two tables:

Value of Production per Hectare Cultivated 1/

Crop 2 to 5 Ha. Farms 5 to 10 Ha. Farms
Tomatoes 3,345 2,896
Tobacco 1,245 1,106
Sugar Cane 202 754
Yuca 367 439
Cof fee 769 8ly
Cacao 118 157
Beans 108 229
Corn 100 100

Labor Requirements of Agricultural Activities 2/

Crop or Activity Person-Days of lLabor
Tomatoes 200 - 232
Flowers 300 - 500
Potatoes 40 - 206
Sugar Cane 61 - 81
Cocoa 15~ 70
Oranges 66

Na.iry 54 - 59

1/ Trom Annex A of Agricultural Sector Assessment
2/ Trom Annex A of Agricultural Sector Assessment
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Yuca 48 - 63
Comn 45 - 50
Boeans 25 - 33

In order to analyze the economic feasibility of the new crop-
ping systems being proposed by AID and the Ministry of Agriculture in
this project, we first looked at the profitability of specific crops
and activities. Potential profitability is demonstrated in the Fi-
nancial Feasibility Section of this Paper.

However, this potential profitability cannot be realized
unless adequate intermediate and final markets exist and unless suf-
ficient production inputs are provided -- hence the need to approach
the introduction of new high value/labor intensive crops through an
integrated comodity system. The four-year cost of developing such
A systems mechanism, including direct operational, research, credit
and technical assistance costs, is estimated at approximately $11
million.

The USAID-assisted program will concentrate in five geo-
graphic zones, 3/ with a minimum of 4,000 farms to be directly
asiisted. As a result of this project, substantial changes will have
Leen made in farm management, long-term cropping patterns, marketing
prnactices, and access to agricultural processing facilities.

The direct income effects of higher value production on
these 4,000 target farms will not reach their maximum until several
years after project completion. However, basing projections on a
mxlel farm of scven hectares, it i1s estimated that by the seventh
year of the project these 4,000 poor farmers will have increased
annual profits totalling more than $2 million or more than $500 per
family. By the fourteenth year, their increased annual profits will
tola) nearly $5 million, or more than $1,000 per family.

The employment effects of changed cropping patterns will
also be significant. Comparing the current utilization of labor with
projected labor requirements for new cropping systems, the 4,000 target
farms will generate an additional 137,000 days of labor. Using current

f———

3/ Gouth-Central Pacific (Puriscal and Turrubares cantones); San
Tsidro de Fl General (Pérez Zeleddn and Buenos Aires); Northern
Plains (Upala, Los Chiles, Guatuso); Nicoya (Hojancha and Nanda-
yvire); and Turrialba.
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minimum wages for agricultural workers, this additional demand for
labor will generate approximately  $400,000 per year in the target zones.

The marketing studies and pilot marketing/processing ac-
tivities financed through this project are the most difficult to quan-
tify. However, improved access to markets and processing facilities
and improved handling of products will increase farmer sales as well
as provide new off-farm employment opportunities. Assuming that these
two cffects will total approximately 10 percent of gross farm sales in
the five pilot zones ($80 per farm), the annual income effect on the
4,000 target farms will be approximately $320,000.

Conservatively analyzing the economic impact of the project
(i.c., attributing production changes only to the 4,000 target farms
and not calculating a spread effect), the internal economic return for
the project has been calculated at 25.0 percent. Since there are many
more small farms in the area, it is likely that moderate changes in
cropping patterns will occur ir. some of the additional 6,400 farms,
1hereby increasing the rate of return to the 30 percent range. These
aclivities in the five pilot zones will also be replicated in other
arcas of the country, thereby ensuring that the $11.3 million in-
vestment will have a much broader long-term impact on rural employment
and incomes.

As an example, in calculations dore for an amendment to the
Agricultural Sector Assessment, if all of the poor farms in the five
pilot zones were to make moderate changes in their land-use patterns,_/
some 273,000 days of additional labor would be required. There are
55,000 non-farm poor in these five zones. Assuming that they were
able to perform a substantial amount of this additional labor, nearly
30% of the non-farm poor could potentially rise above tie AID/W pover-
ty benchmark of $150 per capita income in 1969 prices.

e

It/ Reduction in extensive catti: pasture land and movement into more
intensive dairy production c: tree Crops; reductions in cereals
production and movement into fruit trees.
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B. Technical Aspects

1. The Systems Approach

As brought out in the Assessment of the Agri-
cultural Sector in Costa Rica, in various research reports produced
by the Centro Agmpecuamo Tropical de Investigaciones y Ensefianza
(CATIE) at Turrialba, in USAID Costa Rica special studies, and in
nunerous other Jnvestlgatlons, favorable opportunities exist for
the development of certain non-traditional agricultural commodities
which can increase income for small farmers. These commodities
also serve as the bases for various types cf on-farm and near-farm
enterprises which would enhance employment opportunities for rural
non-larm poor. In addition to the development of non-traditional
crops, considerable improvement can be brought about in the pro-
duction and marketing of treditional crops.

Among the commodities that may be consideredy for
promoting under this Project are:

-~ Fruits and vegetables

-- Spices, flavorings, colorants and essential
oil

-- Peach palm (pejibaye)

~- Cacao

-- Ornamentals

-- Macadamia

-- Dairy products

-~ Forest products

Many of these are already produced in Costa Rica
using varying levels of production, processing and marketing tech-
nologies. This Project provides for an integrated commodity
systems approach through which constreints can be identified and

olutlons devised to encourage the orderly development and ex-
pansion of production, processing, and marketing small farm

1/
Summaries of findings of ten general and crop-specific studies
follow as Annex 1ll.
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production. The MAG and cooperating entitiles will take

into consideration the sequential actions that will occur
(1) within the commodity system being developed; (2) with
relationship to the individual farm plans and enterprises
being promoted; and (3) with small farmer group activities.
Each commodity system being developed by the Project differs
in its present stage of development, in 1ts complexity, and
in the relative importance of existing constraints on its
component parts.

The following listing of activities likely
to occur within five commodity systems 1llustrates the
probable priority of constraints and sequence of actions
to be taken.

In the following example of the small farmer
incensive dairy commodity system (see la), the absence of
potential or existing producers associations to facllitate
the flow of inputs and outputs represents the primary
"constraint" to the system. One should note in Example 1
that dairy technology 1s not a constraint, since it 1s well
developed in Costa Rica. No research 1s needed for ex-
pansion of the small farmer dairy commodity system.
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Small Farmer Intensive Dariying Activities

a. formulation of potential or existing producers
associations to facilitate the flow of inputs
and outputs.

b. provision of knowledge to farmers on improved dairy
technology

c. development of farm plans which include intensive
dairy enterprises

d. provision of credit for purchase of animals, fencing,
improved pasture, etc.

e. establishment of facilities for collection, processing,
transport of milk to processing plants

f. improvement cf the availability of high grade cows/
beifers to small farmers

g. provision of irrigation tacilities for maintaining
pasture throughout dry season

Fruits and Vegetables Activities

a. formation of potential producers into associations
to facilitate the flow of inputs and outputs

h. provision of training and technical assistance to
farmers and groups in development of farm plans
and management techr:ques to maximize use of
resources and to maximize output values.

Implementating Adency and Timing

CAR and staff (during first six sonths
of Project)

CAR and staff, (during first year of
Project)

CAR and staff farmers, (during years
0.5 - 4)

SBN and CAR staff (during years 2 - 4)

CAR and staff, farmer groups (during
years 2 -~ 4)

CARs and staff. UCR, CATIE, private
enterprise (during years 1 - 4)

ChRs and staff, farmer groups (during
years 2 - 4)

To be conducted by CARs (during lst
year of Project)

To be conducted by CARs (during years
1-4

Pinancing

(ses Pimancial Plan
Elemsnt 2)

(ses Pinancial Plan-

Elemsnt 1 and 2)

(ses Pinancial Plan
Element 2)

(ses Pinancial Plan
Elemsnt 4)

(see Pinancial Plan
Element 3)

(see Pinancial Plan
Element 3)

(see Pinancial Plan
Element 3)

(Sas Pinancial Plan
Elemgnt 2)

{sse Pinancial Plan
Element 1 and 2)



2. Fruits and Vegetables Activities (Continued)

C.

d.

the conduct of research and development activities
to reduce on-farm losses

the conduct of research and development activities
to improve past harvest me:hods including gimple
grades and standards, use of improved containers
and packages, improved handling, assembly, Ppacking
and transport techniques

the training of MAS personnel and farmers in
improved marketing technology

provisicn of short and medium term credit needed
for implementation of farm plans

provision of technical and ¥inancial assistance
to farmer groups in develcping and conducting
group activitics in production, carketing,
Processing

establishment and strengthening MAG research
stations for new non-traditional crops emphasis

the conduct of research and development on new
CIops to be promoted in the future 1/

the conduct of market studies to improve upon the
existing commodity system

1/ Nots: Since the technology of existing

basis at the present time.
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fruits and vegetables in Costa Rica is well developed,

lement in ency and Timin

To be conducted by CARs, Marketing Unit,
PSCs (during years 1 - 4)

To be conducted by CARs, Marketing Unit,
PSCs, and cooperating entities as nec-
cessary (during years 1 - 4)

To be conducted by CARs, MAG specialists,
the Marketing Unit and PSCs (during year 1)

To be conducted by SBN, CAR (Quring year
2 - 4)

To be conducted by CAR, Systems Committee
(during year 2 - §)

To be conducted by MAG Research Division
(during year 1)

To be conducted by the MAG Research
Directorate (during year 1 - 4)

To be conducted by MAG Marketing Unit,
PSC and cooperating entities as needed
(during year 1 - 4)

Pinancing

(sse Pinamcial
Elemsnt 3)

(see Pinancial
Element 3)

(see Financial
Element 1)

(see FPinancial
Element 4)

(see FPinancial
Element 3)

(see Pinancial
Element 3)

(see Pinancial
Element 3)

(see FPinancial
Zlement 3)

Plan

Plan

Plan

Plan

Plan

Plan

Plan

Plan

no agronomic research is needed on a priority
Other factors than research represent higher priority constraints.
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Porestry Products Activities

b.

formation of potential producers into associations
to facilitate the flow of inputs and outputs

provision of training to MAG and farmers and technical
assistance to farmers and groups in development of
farm plans and forestry management technology to
utilize labor and land more effectively

development of group activities for nurseries to
Propagate tree seedlings

provision of medium term credit to finance tree crops
on farms

development of group activities to utilize present
and future production of wood products

research to impTove the forest Frocaciz comnodity
system (e.g., more efiicicnt *ood product utilization,
use of by-products, new wnnd indnatries, etc.)

ressarch triale/demonstrations on use of forest species
as a farm enterprise

Cacao System Activities

b.

formation of existing cacao producers into associations
to facilitate flow of inputs and outputs

formation of potentially new cacao growers into associa-
tions

provision of training and technical assistance to both
groups in & & b above in cacao technology including
rehabilitation of old plantings, demonstrations of

of rshabilitation

Implementing Agency and Timing

CARs (during year 1)

CARs, CATIE, ..G Specialists
(during year 1 -~ &)

CARs, (during years 1 - &)
SBN and CAR (during year 2 - &)
CAR (during year 2 - 4§)

MAG, Wood Products Laboratory
(during years 1 - Q)

CARs (during years 2 - 4)

CAR (Quring year 1)
CAR (during year 1)

CAR (Quring year 1)
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Pinancing

(ess Pinancial Plan
Element 2)

(see Financial Plan
Element 1. and 2)

(see Finsncial Plan
Elesrnt 3)

(see Finincial Plan
Element 4)

(see rinancial Plan
Element 3)

(see rinancial Plan
Element 3)

(ses Pinancial Plan
Elemant 3)

(see Pinancisl Plan
Elemant 2)

(ses Pinsacial Plen
Elemsnt 2)

(sse Pinancial Plan
Elemants 2 and 2)



4. Cacao System Activities (Continued)

a.

5. Speciality Crops Activities (including spices, £

development of farm plans which include cacao
enterprises

provision of financial assistance to farmer
groups in cacao nurseries and processing
facilities

provision of medium and short term credit for
rehabilitation and new cacao plantings

provision of technical assistance to farmers
and groups in providing market outlets for
cacao production

the conduct of research on new specialty
crops that appear to have high potential for
use by small farmers

propagation of plant material for use by
farmers

training of MAG personnel and farmers in
speciality crop technology

working with existing farmer groups,
encouragement of further diversification
on small farms

1/ Note: Good technology for some speciality

- 43D -

lementing Agency and Timin
CAR (during year 0.5 - 4)

CAR, System Committee (during
year 2 - 4)

SBN and CAR (during year 2-4)

CAR, Marketing Unit (during
years 2 - 4)

lavorings, essential oils, colorants, etc.)

MAGC Research Division (during
year 1 -~ 2)

MAG, Res. Division, farmers (Quring
year 2)

CAR, PSC (during year 1)

CAR, PSC (during year 1)

crops already exist - for example annatto, black pepper. pimienta, etc.

Pinancing

(ses Pinancial Plam
Element 2)

(ses Financial Plan
Element 3)

(see Financial Plan
Element 4)

(ses Financial Plan
Element 2)

(see Financial Plan
Element 3)

(see Financial Plan
Elemant 3)

(see Financial Plan
Element 1)

(see Pinancial Plan
Element 2)
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lementin and T,

5. Speciality Crops Activities (including spices, flavorings, essential oils, colorants, etc.) (Continued)

f.

development of farm plans to include high value
speciality crops

provision of credit for specialty crops

financial assistance to farmer group in processing
facilities for speciality crops

expansion of farmer groups or creation of new groups

to enter into speciality crop production/marketing
with repetition of steps b thru g

CAR (during years 1 - 4)
SBN and CAR (during years 2 - 4)
CAR, Systems Committee (during

years 2 - 4)

CAR (dQuring year 3 - 4)

Pinancing

(see Pinancial Plan
Elemsnt 2)

(see Financial Plan
Elemsnt 4)

(see Pinancial Plan
Element 3)

(ses Pinancial Plan
Element 2)



- 43f -

UNCLASSIFIED

2. Technical Assistance

The attainment of the outputs expected from this
I'roject will require a considerable volume of technical assistance,
with recipients ranging from high level profassional personnel of
the (OCR to the tarpet small farmer. Given the diversity of the
conestraints identified within the commodity systems, a considerable
Jdiversity of subjects will have to be addressed. Much of the
oxpertise can be procured locally, especially in the phases of
pruvduction and in economic studies. However, considerable outside
assistance will be needed in processing and in marketing, as well
atin small farm planning and management.

fuch of the T.A. component may be considered to
te training. This assistance would basically be addressed to up-
srading the technical capabilities of Costa Ricans at all levels;
and, as a result, strengthening the GOCR entities concerned with
apricultural development as well as transferring improved technolo-
v in production, processing and marketing to the private sector.
A an additional means for improving the technical competerce of
Conta Rican professional personnel and public sector institu-ions,
academic training programs to the M.S. and E.S. level are planned.
his academic training would be limited to fields such as marketing,
fexx] processing, agro-industry, farm planning and management,
vertain aspects of agricultural economics, and crop specialization,
rince these are subject-matter areas in which MAG has limited
capabilities at present.

UNCLASSIFIED
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C.  Administrative Aspects
1. Roles of Implementing Orgardzations

The key GOCR implementing organization will be
the Ministry of Agriculture's to-be-formed Systems Committec.
I'roject related financing of farmers and coops will be provided by
the LBN.  Several Costa Rican research and development centers will
play active roles: the Food Technology Research Center (CITA); the
Center for the Investigation of Grains and Se=eds (CIGRAS); and the
Tropical Agricultural Research and Training Center (CATIE). In the
campo, the Regional Agricultural Centers (CAR) will play a leading
mle in project design and implementation.

a. MG
(1) Systems Comrittee

The Systems Committee will also be
resjponsible for contracting specialists to work in new crops and
olher areas of assistance.

(ii) R

The Agriculturael Regional Center
(CAI') Directors will be responsible for developing farm plans for
i production of non-traditional crops, and the delivery of tech-
nical assistance to participating small farmers. The CARs will
take the lead in conducting a series of marketing activities re-
Inted to small farmer post-harvest and marketing problems, in-
cluding individual problem analyses, implementation plans, and
evaluation criteria.

(ii1)  Direccién de Investigacidn

This office will be responsible
fons the operation of the plant Introduction Garden and the five
experiment stations.

(iv) Marketing Unit

The marketing Unit of MAG will comprise
a rroup of U - 6 marketing techniology speclalists headed by a trained
marketing economist currently assigned to OPSA. The Unit will plan,

UNCLASSIFIED
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develop and implement marketing activities of the Project, including
identification of specific marketing problems, devising solutions,
development of marketing training materials, training of MAG persommel,
technica) support for the CARs, marketing studles, the establishment of
an information system for prices and availabllitles of major food
products, and the analysls of data and its compilation for dissemina-
tion in forms usable by farmers. The market Unit's initial target
audience will be small farmers involved in the Commodity Systems Project.
The services are expected to expand and eventually be useful to all
farmers in Costa Rica. An antecedent to this Unit 1is the "Proyecto
Interral de Mercadeo Agropecuario" (PIMA), an office set up in 1972
within the Ministry of the Presidency, which has since been dissolved
with its techniclans going into the large IFAM Municipal Market project
In the outskirts of San Jose and into the Marketing Division of OPSA.
Tis OPSA office works in the marketing aspects of planning across the
arricultural sector, rather than at the CAR or farm level.

b.  SEN

The primary responsibility of the SBN, through
1ts constituent banks, will be sub-lending to support the production
an marketing elements of this Project. Five million dollars, half
provided by AID and half by the GOCR, will be made available to indivi-
duals and groups of farmmers for medium-term production and marketing
credits (1 to 10 years). In addition, the ENCR will make up to $2

million in short-term production credit available to small farmers in
this Project.

The SBN policies and procecdures as they
appiy to loan aounts., grace and repayment periods, and interest
raten will be tailored to meet the credit needs of the small farmers
participeting in each integrated crop production and marketing
synitem,

During Project implementation, the farmers
and fann proups will apply directly to the SBN - BNCR for credit,
supporting their application with farm plans; description of pro-
flutinn technologys; and, if needed, engineering plans and specifi-
cations., The BMCR technical staff may participate in the develop-
ment of the sub-loan applications.

The Bank will supervise the use of funds
to cnsure proper use in accordance with approved farm plans. As
miny of the long-term crops (e.g., macadamia, pejibaye and cacao)
will not bepin to yield until year 4 to 7, continued vigilance by
the PHCR will be required.

UNCLASSTIFIED
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C. Cooperating Institutions

That portion of RED concernec with the
intradduction, testing, and multiplication of new and improved crop
variceties will be the responsibility principilly of the MAG.

"I'v'rie: vesearch centers: CATIE, CITA, and CIGRAS will be the prima-
1y orpanizations for RED in productior. and processing technologies
lor new and improved commodities. Depending upon the kind of RED
required in market ing, additional help in specific problems ray be
rived under contract or other arrangements.

CATIE will conduct training; operate
nurseries for multiplication of plant materlal of cacao seed,
v )ibaye, and macadamla; and other activitles. Data and technlcal
recommendations from the ROCAP Small Farmer Cropplng System will
also be useful in ecological areas where thls ROCAP program is now
conducting research. This information will be especially valuable
in improving production on very small farms. Data on labor require-
ments, input needs, and market potential for basic food crops and
selected vegetables will be made available by CATIE for development
of appropriate feasibility studies. National techniclans who have
worked with the CATTE/SFCS program will be available to train exten-
slon agents where multiple cropping research has been carried out.

CIGRAS will conduct studies and research
in the magnitude of on-farm losses o! grains; develop simple on

Lam Jdrying facilities for grains, root crops, fruits and other
aprieultuml productsy provide engineering services in design and
inctallation ol drlers, silos or other storege systems; and provide

trviining to MAG personnel 1n drying technology.

CITA will cor-uct research in [ood proces-
sing; develop uses of apricultura. by-products; and provide train-
inp, to MAG personnel in food technology and promote food processing
a5 a home industry.

The UCR will select genetic material and
(lablish a germ plasm collection of peiibaye of early maturity,
short stature, spineless characteristics, high yield, and improved
(quality for various uses includin;, fresh fruit, flour and tortillas,
aninal feeds, and "palndto",

UNCLASSIFIED
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The ROCAP a- -~lated Regional Horticultural
Project is providing technical ass‘+ - ice and training to the

Ministry of Agriculture extension - 1ice (Horticultural Division
staff), and to the staff of the Eor~ .ultural Division of the Univ-
ersity of Costa Rica, the leader 1r rield research in Costa Rica.
Training at the graduate level for at least two Costa Rican horti-
culturists, annual short course training on research materials and
methods, marketing of perishable products, etc., will be offered.
Flant. materlal of selected high ylelding, superior quality
varieties also will be made avallable to Costa Rican counterparts
for cxperimental use and as the base for commercial multiplication.

These two groups in turn will be providing technical assistance in
this Project.

d. Ministry of Finance

As the GOCR's authorized representative for

arranping all foreipn loans, the MOF has requested the loan and will

neyoliate the Loan Apreement. Commitments o counterpart funcs are
made by the MOF, which presents the annual budget, including pro-

posed loan and counterpart drawdowns, to the legislative Assembly
lor approval.

ORGANTZATIONAL RESPONSIBILITIES

Activity Organization

MAG Training System Committee
MAG/OPS/:
CAR

Farm Mrt System Committee
CAR

Research System Comiittee
CITA
CIGRAS
CATIL
UCR

Credit SBN

CAR
CATIE
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2. Capabili+y of Implementing Organizations
a. MG

The Ministry of Agriculture (MAG) bears the
mijor COCR responsibility for agricultural and rural development in
Conta Rica. Tts programs over the years have been directed largely
to apricultural production. After consideratle success in meeting
sross production goals, the MAG has begun directing more attention
with AID assistance to target groups of small, poor farmers. Under
loan 022 the Ministry's operations were reorganized and agents were
tmined in techniques of group education and extension to small
larmers.  Under Loan 025 crop-specific production activities are
being implemented in each agricultural region, with identified
turyiet group participants. Through this experience the MAG is
tleveloping the capacity to work with groups of small farmers in
all parts of the country.

The GOCR's Agricultwral Development Program
(A1), started in 1971, has taken the initial steps required to
mulify traditional structures so that public services can be pro-
vided more el fectively and equitably in rura’. commmnities.
Proyress has included the establishment of the National Agricultur-
al Council (CAN), composcdsf the three Ministers and three Execu-
tive Presidents of autonomous agencies involved in the rural sector
wilth the Minister of Agriculture as chairman (7 members). This
proup meets at least once a month to discuss and decide policy and
proymame in the agriculture sector.

Much of what CAN discusses are

studies, projects, and plans submitted by the Agricultural Sector
I'".mning Office (OPSA), a group of about forwy technicians with
tpecialties in planning, agricultural economics, agronomy, re-
tources, meteorology, statistics, etc. This group works under the
lirection of the Technical Vice-minister of Agriculture and the
Ixcutive Secretariat of CAM. CAN meetings are well attended, and
debate 1s open. Given the group's status and ability to commit .
thedr respective institutions, CAN decisions usually become policy.i/

Other areas of progress within the ADP
inchude:  the reorganization of the MAG extension and research
serviees;  the expansion of credit to small farm operators and
conperatives to include many new borrowers; greater use of crop
insurance and commodity price stabilization programs to reduce
production risks; land titling to enhance the security of land

1/ he fallure of the CAN member hame offlces to delegate authority to
thedr fleld offices led to the demiae of the CANCTIOs, an experiment
In which an attenmt was made to replicate the CAN at the Reglonal level,

UNCLASSIFIED
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Lenure; praln and seed quality research; and the expansion of train-
iny. of middle management agricultural technicians.

The Asricultural Development Mrogram ha.
created a national consensus on rural needs and the Sector's im-
jortance to national development. This awareness of rural needs
it exemplified, iIn part, by the research work MAG is engaged in
reparding, a number of specific small farmer crops in three large
experimental stations.

The quality of several MAG offices is re-
wopnized abroad.  MAG's Veterinary Department, because of its
nuceessful work in controlling poultry and animal disease, is
requently requested to provide assistance and advice to other
Central American countries on their own an‘mal disease problems.
The Extension Service of the Ministry is the most effective in
Central America. As of August 1977 there were 51 extension agen-
cinns dispersed around the country.

The MAG organization consists of a national
heauarters, eipht repional centers (CARs), and three experimental
stations.  The CARs carry out local agricultural programs es-
tal:lished at the national level. In a move towards further de-
centralization, the Ministry has cultivated the direct participation
of community residents through the establishment of Cantonal Agri-
cultunal Centert. strenpthening the capaci<y of rural localities
L wrddress their cwnm common agricultural needs.

The new Marketing Unit will be set up to
ldentify and respond to specific marketing problems and mission
opportunities, particularly at the small-farm level. The Unit's
staff and a 1isting of typical tasks to be carried out appear in
Arnmex 10, MAG Marketing Unit Tasks. The Urit will provide technical
support to the CARs and the SBN in the preparation of farm plans;
will be available tc consult with farmer groups and individuals; and
wlll carry on an active national market news campaign.

MAG's budget has jumped ‘vom about $5
million in 1974 to, o present level of 39 million, signifying a
HOCE investment of some $13 million dollars through 1977 and a
birlywet increase of over 80% in four years. Significant MAG
Pirlpetary increases have been made in the last two years in a
number of progmam arcas which relate to this Project. Budget
fnds for research have increased by 57%. CAR budgets have risen
from approxinately $1.6 million to $2.1 million. Funding for
roreetry hasoincreased by 58%,
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Top management of the Ministry is profes-
slonally campetent. The staff includes 320 professionals, 412
aFricultural technicians, and about 415 administrative employees.
Of the total professional staff 72% are stationed in rural aress.
MAG personnel have acquired experience during the last six years
managing various portions of two AID Agricultural Sector Loans
(loans 022 and 025), loan funds from IBRD and BID, and inter-
Inrtitutional arrangements/agreements (e.g., TICA, INFOCOOP, etc.) re-
quired for loan implementation. MAG's planning arm, OPSA, is capable
in project planning, monitoring and evaluation. OPSA's overall
capability was reinforced this year with the Incorporation of a seven-
member contract team (supported by Loan 025 funds). OPSA is

currently working, on a new four-year Agricultural Development Program
for release in early 1978.

1..) . @—

direction of the Central Bank. The four banks in the SBN al: pro-
vide credit to agriculture. The iargest in this group, and aiso
th~ one with the greatest proporticn of its portfolio in arri-
cultuml loans, is the Ranco Nacional de Costa Rica (BNCR). With
over 100 offices, the BNCR is one of the largest banks in Central
Amcrica.  Its Joan portfolio includes exposure to non-traditional

products:  vegetabile 0il and lard processing; a tannery; and dairy
jroducts.

The BMCR plans to continue expanding its
Opemtions to rural areas. Its rural credit department includes
4 technical assistance stalf with one chemical engineer, 120 a-
yronomists and apricultural engineers, 2 technicians *o prorote
smell industry and  crafts, and veterirarians and zootechnicians.
Laich repional office manager is expected to live in and become
Inowledgeable about his local drea, an. uswilly has a background
in aronomy.  The SB banks carry out their agricultural lending
operations in an efficient manner. Henk ofricials are usually
unlified and competent, perhaps refl=cting the relatively high
“alaries pald to bank employees.

UNCLASSIFIED
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General GOCR credit policy in recent years
heti been expansionist. Over the past five years agricultural
creelit has more than doubled, while credit 0 small farmers has
tripled.  This expansion represents increased availability of funds
Irom both national and external sources. Thae SBN has handled AID,
B and TBRD Loan funds during the past four years. The increase
in small farmmer credit is the result of a national policy decision
to increase the availability of SBN funds to that target group.

C. CITA

The Food Technology Research Center (CITA)
wi:t established as part of the University of Costa Rica (UCR) in
08 a5 a result ol an agreement between the Ministry of Agri-
culture, the UCR, and the National Production Council (CNP). CITA
hunctions as a research organization for developing new food
proslucts,  improved processing technology, and improved quality
tlandards for processed foods. With financial assistance from AID
(1exm 022) and the Interamerican Dcvelopment Bank (BID) a research
laeility was constructed on the University grounds in 1974.

CITA is reasonably well equipped to conduct
the type of food technology research required for Costa Rica. Its
pilot plant is considered the best in Central America. Research
priorities are well directed towards areas of critical national
need = the National Mutrition Program (NNP) and greater self suf-
Ficiency In food manufacture. Training facilities for personnel
U intermediate levels are expanding quite rapidly. The profes-
caonal staff has grown from six in 1974 to 16 as of June 1977, and
the support staf! has increased equally. However the Center may
Uil) be understafied for the amount of work it is required to per-
fern,

CTITA presently has some elements of an
cxLension progrvun, as the staff in their normal research role
cohduct cooperative work with the food industry or agricultural
cooperatives. One of the major accomplishrents thus far has been
Lhe development ol an undergraduate curriculum in food technology.

A USAID contract employee with nany years
ol oxperience in [ood technology has reported, 1/ based on five

1/ lechnical Services Contract 515-260-T, Final Report, 6/15/76.
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years association with CITA, that it has the potential of becaming
the best organization of its kind in latin America.

d. CIGRAS

The Center for the Investigation of Grains
and Geeds (CIGRAS) was formed in 1972 as part of the Faculty of
Ajronomy at the UCR.  Its task 1s to establish and enforce standards
for production, disctribution, and trade in crop seeds. CIGRAS alsc
provides services in the introduction of improved methods of hand-
ling, processing, and storing grains.

CIGRAS has a modern and well equipped seed
and prain laboratory in which to conduct investigative and extension
work. Correspondingly, CIGRAS has a highly professional staff made
up ol a Director, who holds PhD. from a U.S. University; one grain
and two seed specialists (PhDs); and three agricultural agronomists.
e professional staff is supported by a group of seven adminis-
trative employees, including two grain-seed analysts.

CIGRAS has conducted more than 2,400 seed
invest igations since it began laboratory operations in 1973. These
investigations have provided information on such factors as humidi-
ty, density, purity, etc., as related to seed quality. Additionally
the Center has conducted, as of Necember, 1976, more than 120 labo-
ratory analysis ol various kinds of grain, e.g., rice, corn, beans
and sorgun. CICRAS maintains close working relationships with CNP,
the Association of Food Industries of Costa Rica (ACIA), various
(AR, and the Ministries of Agriculture in El Salvador, Honduras,
aned Hicaragua. 1n 1974 CTCRAS organized the "First National Semi-
nar on Seeds" which was attended by more than 50 Costa Rican tech-
nicians with interests in seed technology. In 1976 in collaboration
with the Govermnment of Denmark's Institute of Seed Pathology for
v loped Countrier CIGRAS presented the first seminar-workshop on
red pathology for sced technicians in the Central American and
Caribbean area.

Benefits resuiting “rom CIGRAS' work in
nords include: use of high quality seed; reduction in the amount
ol teed required per area unit; higher plant population; and the
reduction of weed infestation in plantings.

e. CAT1E
The Tropical Agricultural Research and
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Tmining Center (CATIE) is a scientific and educational non-profit
Aulonomous institution. It was formed in June, 1973, as a civil
association by the Costa Rican Govermment and IICA, w1th a Board of
Dirvators composed of members from IICA, the GOCR and a number of
outstanding professionals from the Americas. The basic objective
of CATIE is to support the countries in Central America and the
Antilles in their agricultural, animal, and forestry development
projrams, in order to increase food prvoductlon and the average
income per unit area of land in the rural sector. To meet this
oh )octlve, CATTFE. has established research, training and technical
couperation programs. CATIE's main facilities are located in Tu-
rrialba, Costa Rica. CATIE's regional activities are carried out
through cooperative programs with national institutions in each
country. CATIL has about 1,100 hectares of land on which to con-
duct 1ts research work. It has adequate facilities for research
and training, laboratories, classrooms for 100 graduate students,
sreenhouses, herbarium, as well as a hlghly professional inter-
national research staff. CATIE also maintains the best tropical
agrricultural library in Latin America.

As a supporting center of ITCA, CATIE has
pruduated more than 600 professionals with an M.S. degree. Since
1973, CATIE has continued developing its greduate program by Sup-
por'lmg the Graduate Studies Program cf the UCR. The aim of this
program is to train production spt.mallsts in the three fields ot
CATLL's research work. Informal training is also glven at CATIL
Ly means of short courses, seminars, technical meetings, and in-
mrvir‘e training. ‘'he short courses are designed to prvvide pro-
feuinionals with the latest technical knowledge. CATTLE's core
proyean is {inanced mainiy by IICA's contribution, annual contri-
bt iens from the Costa Rican and Panamanian Governments, pmflts
[rom the Center's comnercial farm operations, and fees services.
It ulso receives support in cash and threugh the assignment of
specilalists provided by developed countries.

The countries of Central America and the
Anlilles are giving, priority attention to irproving food pro-
duction. At present CATIE is working in three Department::
Tropical Crops and Soils, Tropical Animal Husbandry and Forest
seiences.  All three concentrate on the development and testing of
production systems. CATIL is focussing its research program on
“ludying technologies capable of increasing production per unit
arca, adaptable for use by small and medium size farmers. The
research program contemplates the gradual integration of agri-
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tultural, cattle, and forest systems, as a means of utilizing the
deva'y resources morw efficiently.

The Department of Tropical Crops .:.d Soils,
in dlition to concentrating its efforts on the development and
improvement of oo Crops production systems for small farmers, is
1o enpaged in recearch on production systems with cacao, pejibaye
Al macadamia -~ three Crops intended to play an important role in
larm plans under this Project.

The Department of Animal Fusbandry efforts

v being dedicated to developing cattle production systems for
mitk, meat, and both. The work 1in all systems is based on the
Proper use of pasture grass {the cheapest and most abundant re-
fowrce the tropics have) and supplementing feed with local by-
products such as cane tops, reject bananas, and coffee and cacao
Iwrikiss This work s directly applicable to that segment of the
Irvjeet in which dairying will be promoted as a small farm pro-
hetion activity in selected areas of Costa Rica.

The Department of Forest Sciences' main
Line ol research inelude: silviculture, watershed managerent,
wildland minagement + wood technology, and forest protection -- all

which relate to the promotion of selected tree crops as a small
Frwer production activity,

CATIL has worked with AID on various
drricultumal deve lopment activities since the middle 1970s. 1In
7% AID/ROCAP and CATIL signed a contract whereby the Center
dprved to perform technical research services in connection with
the development of now CYopping systers for use on small farms in
Central America. CATIE is also working on a soils fertility
Project in coordination with ROCAP. The puwpose of this project is
10 provide soil fertility expertise to agricultural institutions in
Central America.  Other CATIE activities sujported Dy AID include
the eollection and distribution of agricult'mal data and horti-
«ulture product ion.

CATIE's competence and Performance record
with ATD has recently been vhe subject of a favorable evaluation. 1/

/o Harwood/Rice Lvaluat jon report on the Small Farmer Cropping
cystens Project, June 1677,

UNCLASSIFIED
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V. TINANCIAL ANALYSIS

A. Financial Plan

As reflected in Table 1, Summary Cost Estimate and Finan-
¢ial Tlan, the total Project cost is $11 million, of which $5.5
mi11ion will be from AID Loan funds and $5.5 million as GOCR counter-
part..  AID loan terms will be determined according to AID/W's
criteria for "Intermediate" countries, most likely a 20 year loan,
with 3% interest charge during both the five year grace period and
the 15 year repayment period. Even with these less-concessional
Lemmis the Loan 1s attractlve to the GOCR as the terms are still

rofter than those belng used by other intermational lenders in
(Cont.n Rica.

Project funds will flow substantial-y in the manner shown

in Table 4, Project Implementation and Fund Flow Chart. It ic
ant.ieipated that funds will be disbursed in the following manner:

Arc s (8090)

bt ing Apeney ind Application ATD SCCR
i"svjocl Comittee  Integrated systems,

prlans, training mar-
Feting/procuction and

operations $2,500 & a5
Jational Bankiny, Jdediuam term eredit $2,500  $2,285
Ly e Short term crecdit 52,620

$5,000  $5,900

Contingency and _n-
[lation £00

[32]
«Q
o

TOTAL §5,2

ﬁ )
O

r
|
w
o
O

Table 4, Costing, of Project Zlements, shows the cost com-
penents of each olement.
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$333,000 will be provided under Project Element N°1, MAG
“ininp,for: (1) the establisiment of a Systems Cormittee for
overall Project planning, implementation, monitoring and evaluation,
(?) the formation of a Marketing Technology Unit (Pivision) within
MAC to provide leadership in marketing activities, and (3) a vari-
ly ol training activities within !AG. Of the $333,000, $149,000
(U457) will be used for operational costs of the Systems Committee
ql thrketing, Division; $25,000 (8%) will be used to cover short
vern 'IDY training specialists in production/processing/marketing of
non-traditional crops, post-harvest handling and marketing of tra-
dilional crops, etc.; and $159,000 (47%) will be used to cover
laeler of Seience scholarships for eight MAG technicisns and Rarhelan
ot Leience scholarships for twenty lower level MAG technicians,

Project Element 1©2, Farm Management, will

requite $584,000 4n AID funding:  $50,000 '

(9%) will be usad to cover T.A. requirements in farm management,
toord tecinolory, marketing, agro-industry and to assist MAG person-
m I in training activities, project planning and project implemen-
bation.  The ramining $534%,000 (84%) will cover operational costs,
ceervel and per dier, and materials and supplies in the five CAR's,
aivell as financial support for the CARs' field days, farmer meet-
iy, short courses, damonstrations, and general promotional activ-

ities,  The GOCR will purchase vehicles and spare parts with their
own tunds.,

Project llement N°3, Research, will be the primary res-
poncibi Lity of the ilinistry of Agriculture at the national and loczl
levels, This elenent will be financed with $1.583.000 of AID loan
findis. OF the total,

1,000 (30%) will be used to contract institutions and individuals
Forr new crop research, processing research, market research, eco-
nomic research, And special studies in marketing and processing.
AT will fund $485,000 (31%) of commodity ccsts for plant materials
(s, trees, roof:s, cte.) and equipment fer the five regional nur-
seviens and the PMlant Introductory Garden. Cver the life of the
ooty an additional $156,000 (10%) of this Element will be used

Poovwwer et of the operating costs o the :ive experimental ata-
P,

Also under Project Element YNo. 3, a series of specific
market ing activities will be financed with $160,000 (10%) to cover
piut. time professional services and cormodities for cooperating
rroups of farmers and MAG personnel. $313,000 (20%) in loan funds will
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2 movided under this Project Element to cover group activities

In non-traditional crops, mostly cammodity and construction costs
of' required facilities.

A total of 6.8 million ($2.5 million AID funds and $4.3
hillion counterpart) will be provided as Project Dlement P4, of
which S4.8 million will provide medium-term credit o farmers for
prysluction of non-tracditional Crops or expansion of enterprises
that have higher return potential than traditional basic grains,
anel 7.0 million for annual production loans to the same borrowers
L prowide farm income for family sucport and debt servicing during
the period that medium term enterprises are maturing. ledium term
wibloans are expected to have terms of no more than eight years (an
wenipe term of five to six years is anticipated). Interest rates
will be 8% for loth medium and short term credits with grace periods
tailored to specific medium term enterprises.

The final cost element of +he Financial Plan is a contin-
pency and inflation provision. Table 1 reflects estimated costs to
Ail* ot 5500,900 and GOCR of $500,000 respectively. These estimates
arv based on a conservative rate of approximately 10% of direct Loan

tntn,

The creation of a Systems Committee along with its sup-
vrting stalt will provide a foeal point for the generation of
e eary acerual data {or this project. The fellowing is a des-

cription of the basis fop theip gathering of accruals for the var-
ious Project elements.

Lo PROBABLE ACCRUAL BASIS
1. TAG Training 1.

Systems Committee accounts pay-
able subsidiary ledger; serv-

lces provided under contracts;
MAG accounts payatle.

2 Farm Manageoment 2. MAG and CARs accounts payable;
services proviced under con-
tracts; status of courses against
actual expenditures; purchase
orders for vehicles, materials
and supplies.

U ICLASSIFIED
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PROBABLE ACCRUAL BASIS

3. 1AG accounts payable; services
provided under contracts and
agreements; purchase orcers for
equipment, materials and supplies.

4.  Sub-loan portfolios against proj-
ect drawcowns.

UlCLASSIFIED



TABLE No. 1

SUMMARY COST ESTIMATE AND FINANCIAL PLAN
’ {in_US"S000T

AT Total Project. -
Project Element _ GOCR .

No.  Description fx ToTaL I & S _JOTAL
1 MAG Training 203 130 233 40 203 170 M7
2 Farm

Management u7 537 584 46s 47 1,002 1,049
3 Research 554 1,029 1,583 210 554 1,230 1,793
4 Medium term
Credit - 2,500 2,500 2,285 - 4,785 &,78s
Short term
Credit - - - 2,000 - 2,000 2,000
Total 8od 4,196 5,000 5.000 804 9,196 10,000
Contingency and
Inflation _81 big 500 500 .81 319 _1.000
Project Total 385 4,615 5,500 5,500 885 10,115 11,000

NUIE: No inflation rxr contingency 1s contemplated fop the $350,000 Grant.
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ESTIMATED DISBUPSEMENT SCHEDULE

TABLE No. 2

(in US $090)
YEARS
CFIRST SECOND THIRD FOURTH ALL
No. Description AID GOCR AlD GOCR AlD GOCR AlD GOCR AlD GOCR
1 MAG Training 130 10 106 10 60 10 7 10 333 ko
2 Farm
Management 77 116 169 116 169 116 169 117 584 465
3 Research 396 53 396 53 385 53 395 51 1,583 210
& Medium Term
Credit 4oo 385 700 600 700 650 700 650 2,500 2,285
Short Term
Credit - 325 - 550 - 562 - 563 - 2,000
TOTAL 1,003 _883 1,311 1,329 1,325 ‘91 1,301 1,391 5,000 5.000
Contingency and
Inflation, 75 89 146 133 141 139 138 139 500 500
Project Total ,078 978 1,517  1,k62 1,466 1,530 1,439 1,530 5,500  5.500
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PROJECT ELEMENT

No.

Dcscription
MAG Training

-60 -

COSTING OF PROJECT ELEMENTS

{in_US_3000)

COSTING METHODS

YEARS

TABLE No. 3

Ff?ét

Second Third

Fourth

All

10 person/years at $12 thousand
a year.

10 short term contracts at
$3 thousand each.

~ Short term TDY specialist to
train MAG personnel at a cost
of $12.5 thousand for 3 TDY
specialists and $12.5 thousand
to cover food, transportation
and materials of training
courses at an estimate cost of
$62.5 per trainee (200 trainees)

- B M.s. scholarships of one
year ea. in production/
marketing/processing, at a cost
of $8.0 thousand each.

- 2 B8.S. scholarships of
the - ears each in
pro4uction/marketing/processing
at $2.7 thousand per year per
scholarship.

TOTAL AID

= Committee costs at $3
thousand a year,

One secretary at $5 thousand

a year,

Travel and per diem $2 thousand
a year,

TOTAL GOCR

72

19

25

o

—t
(S
N,

|

48

10

20

20

~ o
+ =

20

N
| un

120

29

25

60

)
e



__PROJLCT ELEMINT

No;

2

Descri tiqp_

Farm
Management

- 61 -

COSTING OF PROJECT ELEMENT
!n US 5000] |

COSTING METHOD

15 person/months of short term
contractors at two months at a
time at $3.3 thousand per month,

Operational assistance to 5 CARs
who will provide Technical Assist,
to farmers st $17.4 thousand per
year per CAR office. First year
assistance will be only $12
thousand per CAR office.

Assistance to 5 CARs in the
amount of $213 thousand or
$14.2 thousand per year per CAR
for trials and demonstrations
and training costs.

TOTAL AlD

CAR operational cost estimated
at $19 thousand and trave! costs
of $1.8 thousand a year.

50 vehicles at $4 thousand each
and $82 thousand for spare parts.

CAR personnel and MAG extension
agents assisting or participating
in farmer training at an estimate
cost of $25 thousand per year.

TOTAL GOCR

JABLE No. 3

YEARS

First Second Third Fourth All
25 25 - - 50
60 87 87 A7 321

- N 71 VA 213

21 21 21 20 83
70 70 70 72 282
25 25 25 25 100
I ™ T W %



JECT ELCMENT
Description

Research.
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COSTING OF PROJECT ELEMENTS

In_US_3000.

COSTING METHOD

5 institution Contracts with
CITA, CIGRAS, CATIE, Wood
Products Laboratory, etc. at
an approximate cost of

$85 thousand per contract.

22 person/months of personal
services contracts at $2
thousand per month,

$100 thousand has been estimated
for the purchase of seed trees,
bedwiod, root stock, etc., all
at different prices and quan-
tities, 5 stations at $20
thousand each.

$200 thousand has been estimated
for the purchase of equipment as
tractors, seed cleaners, etc.
25 units at $8 thousand each.

$200 thousand has been estimated
for improving station facilities
as building, water systems,
fences, etc. 5 stations at

$40 thousand each.

$156 thousand to cover part of
operating cost of 5 experiment
stations at an average of $40
thousand per station.

10 pilot marketing activities
at an estimated cost of $160
thousand or $16 thousand per
project to cover: 1) part time
professional services at a cost
of $4 thousand per project and
2) $12 thousand per project

for its implementation,

TABLE Ho. 3

YEARS

First Second Third Fourth All
106 106 106 107 425
1" " 1 1" il
10 25 25 25 85
50 50 50 50 200
50 50 50 50 200
28 28 50 50 156
150 - - - 160



_PROJECT ELEMENT
No. Description

4
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COSTING OF PROJECT ELEMENTS
(in_US 500

Research
(Cont.)

Credit

TABLE No. 3

YEARS
COSTING METHOD First Secon rd Fourth  AlIT
60 farmer group pilot projects
at an estimated cost of
$5.2 thousand each. The $5.2
thousand will cover $4.7 as
financial assistance and $.5
to cover MAG costs in planning,
developing and implementing
the project. - 100 100 113 313
TOTAL AID w5 30 3% 506 158
$167 thousand contribution is
estimated to cover personnel
cost of $37 thousand, utili-
ties of $3 thousand and
$1.8 thousand for materials
and supplies each year for
5 experiment stations. b2 42 42 L} 167
Salaries of MAG personnel
in reviewing, approving and
implementing pilot marketing
activities is estimated at
$10 thousand and operating
costs at $1 thousand each year. 1 11 n 10 3
TOTAL GOCR 53 53 53 51 210
TOTAL AID hoo 700 700 _ 700 2,500
TOTAL GOCR 10 7,150 71,212 71,213 &, 285
TOTAL PROJECT ELEMENTS 1905 2,680, 2,715 2.700 10,000
Contingency and
Inflation 1/ AlD 75 146 141 138 500
GOCR _89 133 139 139 500
TOTAL T 279 280 272 7,000
PROJECT TOTAL 2,060 2,959 2,995 2,977 11,000

No inflation or contingency is contemplated for the $350,000 Grant.



PROJECT IMPLEMENTATICH AMND FUND FLOW CHARl

JABLE Mo, &

A1D i
GRANT $350,000 |
LOAN .5 mnlluo

Cont-'ngency and
. ) '—-.) Inflation

GOCR h $1,000,000
[-Counterpart $5.5 million

T Credi!} ]
W Medium and ;

. . ‘—) Short term !
———— Project Cormittee b L56 785,000 '
%+
LMG Training ,'
— _Taining

L Farm Management |
————aragement |
I ] L 1 —
oject , v l CARs —’ Farmer ' L MAG I
Cora-ttee .| Rarketing Division MAG Genera) Farm Plans Field days, farmer T == ------_ National ar3 Local Level
[Coordination & Mkt. activities ‘ National & meetings, short courses.' f — 1
implementation | | Local Level demonstrations. ) Development of improved; jﬂarketing Activi-
| } plant materials, field ties. '
! ) | trials and demonstra- ] Group assistance o
Contract scrvices, Oper On the job, academic, Technical Assistance, Operational tions, general research' | to Commodity ' £
ating costs, travel and prod/processing/ assistance, training and and development Systems !
per dienm. marketing. vehicles. L ]
$189,000 Post harvest headling $1,059,000 |
$265 000

Contract services, construction, l

cquipment, co-nodltnes. opera-

ting costs and facilities. l
$2,012.000
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B. Budget Analysis

Table 1 shows Central Government of Costa Rica actual ex-
penditures for 1974, 1975 and 1976 and Projected 1977 budget by
Government Branches and Ministries, and Table 2 shows Ministry of
Arriculture expenditures for the same pericd. Total actual expen-
ditures of the Central Government increased from €2.3 billion in
1974 to €3.9 billion in 1976 (8.50-US$1) representing an increase
ol 74% over the three year period. A further increase of .2
billion from the 1976 actual expenditures is reflected in the 1977
projected budget. If compared to the 1974 actual expenditures the
total increase for theperiod 1974-1977 is 83%.

The Executive Branch of the Central Government includes
oll ministries and more than 93% of total actual expenditures during
the three year period. The largest budgetary allocation during the
period 1974-76 was to the Ministry of Education (28%). In campari-
son, the Itinistry of Agriculture accounted for 4% of total expen-
ditures, making it the sixth ranked Ministry. In 1976 the Agricul-
tural Sector's expenditures increased to more than 5% of total ex-
penditures. This represents an increase of 190% during the three
yew period from €68.7 million in 1974 to €199.5 million in 1976.
This 1976 increase s attributable mostly to the special transfer
ol ¢100.0 million to the Institute of Land and Colonization (ITCO),
ai approved by “overnment Decree W°5875 article 4 dated 12-26-75.

Table 2 reflects MAG's actual expenditures by cost element
tor 1974, 1975 and 1976. It shows (excluding transfers) an in-
crease from €38.0 million in 1974 to ¢65.8 million in 1976 or an in-
crease of 73% for the period. The 1977 Budget shows an additional
increase of €4.0 million over the 1976 level.

Personal services comprise the highest cost element within
the MAG Budget: 65% of total expenditures during each of the three
years. Total expenditures for personal services have increased 69%
over the three year period, from €24.5 million in 1974 to ¢41.5
million in 1976.

MAG actual expenditures, excluding transfers, show that
the ratio of current to capital expenditures has remained approximate-
ly the same.

—

HOTI::  All percentages based on actual, non-rounded data,
UNCLASSIFIED
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1974 1976
THo v ®wm X
Current 33,586 88 55,989 85
Capital _h,400 12 9,784 15
TOTAL 37,986 100 65,773 100

OPSA's two year budget is shown in Table 3, with the break-
dean of both IICA and GOCR funds.

UiICLASSIFIED
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TOTAL
Personal Services

Yon-FPersonal
Services

Materials and
Supplies

Machinery and
Equipment

Construction and
Improvements

Current Transfers
Capital Transfers

General
Appropriations

Amortizations
(Internal Debt)

Financial
Investments

TAZLE ¢

ATTUAL E VIITUFER ToE o237 19735 ANC 2
A PrTIETTIC BUoarT 2 1077
(InZ.20's)
132 187°
Current Capital Total Percent Current Cacitai Total Fercent
41,609.5 27,081.3 68,700.3 100.00 61,808.u 22,301.4 Ey,109.8 $20.0
23,726.0 743.5 24,463.5 35.51 34,318.,2 £§2.1 L, 27603 «“J.E7
2,789.u 112.6 2,902.0 4,22 L,782.7 73E.5 5,%26.12 6.57
2,605.6 - 2,605.6 3.79 5,95u.0 81.7 6€,035%.7 7.18
118.3 1,891.1 2,009.4 2.93 1,333.6 924.3 2,257,193 2.¢8
3,090.4 1,6L0.5 4,730.8 6.89 1,723.8 - 1,723.8 2.0%
6,%23.2 12,107.0 18,630.2 27.12 11,091.5 7,352.1 1,402 6 ci.93
-1,500.0  10,584.5 12,084.5 17.59 2,005.0 8,790.7  10,795.7 12.83
1,214.6 12.1 1,226.7 1.79 596.6 115.5 72.1 .8
42.0 - 42.0 .06 - - -
- - - - - 4,236.4 4,236.4 5.0u8

nggq



TOTAL
Personal Services

Non-Personal
Services

Materials and
Supplies

Machinery and
Equipment

Construction and
Improvements

Current Transfers
Cépital Transfers

General
Appropriations

Amortizations
(Internal Debt)

Financial
Investments

CURRENT

RICULTURZ

S74, 1375 AND 197g
T FOP 1977

TAILE 2

65!571.6 133!871.Q

41,470.0

k,95u4.0

6,273.0

1,397.6

258.0
8.082.7

1,500.0

1,632.7

ACTUAL TXP DITURES FC2 13
AND PROJECTED BUDGF
(In 2°33Cc'=)
1976

CAPITAL TOTAL PERCENT
189,443, 0 100.00
- 41,470.¢ 20.79
1,346.5 6,300.5 3.16
183.1 6,456.1 3.24
696.6 2,099.2 1.05
3,34 9 3,602.9 1.81
4,104.7 12,187.4 6.11
119,982.4 121,u82.4 60.931
- 1,632.7 82

- 3.6 -
4,213.2 4,213.2 2.11

1577

TOTAL PLRCEXT
77,892.9 190,00
L9,562.¢9 63.61
7,769.1 9.9%
8,380.¢ 10.7¢
1,377.¢ -1 |
1,450.0 1.86
6,671 4 #.5%0
1,500.0 1.93
503.1 .65
138.1 -18

“ 69 -
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OPSA Pudpet and Ninding Seurvas

lre the Two Year Period October 1, 1976 T™ry September 30, 1978
(L))

496,67u= Ordinary, Extmiordinary
39% Budget Programs of
CAN-OPSA-Planning Unit

SOCR= 9uB8,732 ——— . 252,058= Venezuelan Investment
75% 20% Pund

1,263,720 200,000= AID-515-T-025
100% 16% Technical Assistance

/' 223,903= Simon Bolivar Fund
18%

IICA= 314,988

254
\91,095: IICA's Regular Staff
7% Participation

Breakdown of Total Costs

GOCR IICA _Total Percent
Pervonal Services 370,330 194,460 -564 ,790 by §
Non-Perional Services 488,197 106,768 594,965 uz7 %
Supplics £ Materials 47,779 1,214 43,993 4 %
Michinery € Equipment 42,426 2,428 Ly 854 4%
Repular Transfers — 10,118 10,118 1%
TOTAL 948,732 314,988 1,263,720 100 %
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C. Credit Analysis

a. Ihe National Ranking System

The National Banking System (SRN) allocation of
covdit to the agricultural sector has shown continous and rather
drumtic growth over the past few years. Between 1974 and 1976
lending for agriculture increased by 55%; for livestock 16%, and

for all other activities 55.6%, Relative portfolio breakout is
shown in tables 1 and 2.

Small farmers received approximately 20% of all
apricultural sector credit granted during the three year period of
1374-1976, but the rate of increase was not proporticnate to the
growth of total credit to the sector -- while agricultural sector
credit increased by 33%, from $169.2 million in 1974 to $225.6
million in 1976, small farmer credit increased by only 15%, from
%37.2 million in 1974 to $42.8 million in 1976. For 1977, $323.27
million, or 36.5% of total credit programmed by the SBN will go to
the apricultural sector. Of this, $48.92 millicn is allocated for the
small farmer.

Yowever, to view the supply of credit in nominal
terms only is erroneous due to recent world-wide and Costa Rican
inllation. A colon of credit in the past would purchase consider-
ably morv: inputs than a colon of credit today, and the purchasing
power of the credit portfolio has grown more slowly than the ag-
sregate supply of credit.

All four banks comprising the National Banking
system provide agricultural credit, During the past 3 years, these
banks have been utilizing more of their own resources for small
farmer credit: their parts of the loan portfolio have increased
from 37.7% in March 1975 to 46.2% in March 1977, Under this project,
the SBN will assure that not less than 52 million of short term
production credit is made available in support of medium term
linancing., This would not constitute a shift in the SBN portfolio,
an spread over four years, would represent only 20 to 25 percent
of the annual increases in the small farmer portfolio which has
teken place each year for the past five years. Therefore, this
awrmarking of funds would not reduce any historical production mhograms
and would be discounted by the amount of money previously lent to
the target group by the SBN.

UNCLASSIFIED
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b. Credit to the Small Farmep

AID has supported several credit programs ip Cos-
ta Rica assisting the smal) farmer, each tailored to g target group
“Wnd an institutional purpose.

loan 515-1,-005, authorized in 1963, was designed
o develop an africultural credit Program consisting of mediyn
«nl long term loans to individual farmers in low ang middle income
1AVUP5, and to cooperatives to finance livestock, agricultural
Supplies and equipment, agricultural services, and capital improve-
ments to farms,  [oan 515-L—017,sigmed in May 1967,increased the
nwourees which the Baneo Nacional de Costa Rica could relend to
small farmers through the decentralized rura)l credit offices of jts
Rural Credit Department. Funds provided by the loan were used only
lor nedium and long-term loans to farmers with total net annuaj
income of less than the equivalent of $3,000.00, Any project in-
CTvasing agricultural production, except those specifically ex-
cluded, was eligible fop financing -- €.g8., purchase of livestock,
wjuipment, shares In Cooperatives, fertilizer, development of
berennial crops.  Loan 515-L-022, authorized in June 1970, was
aimed at Increasing national production and improving the standard
ol living of the Costa Rican small farmer, 1t 1ncorporated
thousands of small farmers into both the credit System and modern
‘wriculture.,  loan 515-T-025, signed 1. 1974, calls for the pro-
Vition of eredit to cooperatives and cooperative organizatrions for
e production, processing, distribution and marketing of agri-
“ultural products. Ioan and counterpart fynds totalling $5.3
million are beiny utilized fop that cin~dit,

The IIIFOCOOP portion of AID Loan 075 earmarked
speeilic credit fop cooperatives working in production, processing,
dittribution and marketing, Although there are 075 funds uncom-
mitied at present, they are €xpected to be fully utilized by coops

largely those who operate as ind1v1duals, many of whom are out-
tide of the institutional channels of crecit, As these individuals
organize intos €roups they will still be at a pre-cooperative stage
ol tevelopment. At the target group's present Stage of develop-
menl it would be premiture to attempt to federate them into formal-
i cooperatives. Also, the Proposed new enterprises have longer

terms and hipher risks than those enterprises allowable undep
INIDCONP Financiny;,

The PN does not require any major change to
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hromote production diversification to non-traditional crops.
Hownver the SRY §s profit oriented and wjl) move carefully into
MW and potentially higher risk enterprises which extend over medi-
\m termms.  Inoorder o promote such lending it rust be demonstrated
that such leans are sound investments and do have profit potential,

Existing laws which govern the SBN are in con-
lormance with Loan Proposals, and the SBN has been enthusiastic in
their response to the Progmam, They recognize the need to keep
unit costs of lending at a minimun and are eager to utilize group
lending concepts.  The Project funds dppear sufficient and con-
ditions adequate to make a meaningful impact on target group farmers:
‘vnl to provide the Spy with profitable lending that, ovep time,
tould serve ac an incentjye for diverting an increasing ratio of
resources from traditional Crops to non-traditional crops.,

c. Interest Rates
——=- et Rates

As 1s the case in most othep less develored
wountries, the rates of interest paid on deposits and charged on
louns in Costa Rjea have been fairly low, During the 19505 and
196055, most of the rates of interest charged were between and
8 percent per annum, During those periods, however, Costa Rica

aged from 2 to 3 percent per annum. As g result, the nates
charped represented about 3 to U percent Per annum in real terms.
Thi: situation began to change in the early 1970s. The rate of

inl lation reached d peak of over yp percent per annum in 1374 and
+Ithough it has eclined since then, it ig estimated to be above

12 wrcent per annum at present.  Starting toward the end of 1974,
on the other hand, the Central Rank has been raising several inter
ettt mates, which now range between 8 percent and 20 percer.t per
Jnmm,  These incmases, however, have been lower than the rate of
inflation and nost rates remain negative in real terms. 1In ad-
dilion, by keeping the rates of interest charged on many agri-
cultural loans at the £-10 percent level, while raising other rates,
the former have become increasingly preferential, The following
‘e some of the rates of interest authorized by t» Cent1al Bank
for the present year:
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friculture
Sl farmers (supar product jon, basic grains, oil seeds,

forest products, vegetables, ete.) ,..... B %
thoperatives (same crops) .. L, 10 ¢
seunl ] anmers (Cotftec) T 12 %
loyer farmmers ..., ..., Trrrtereiisieiitiieeeaeee., 10-12 %
Larper Lamers (Cof {ee) R R T I U
Liventook oo, ittt it ettt ettt eean . 8-12 %
Inhitry
tanal ] B 8 %
()llul 10-12 %
Cervices B 12 %
Hovsing 10 %
Commeree oo, .., 20 %
Percemal oo, R 20 %

The rates of interest charged on agricultural
loan:. have been low in several aspects. They have not reflected
the opportunity cost of capital in Costa Rica. As a result, they
have not equated the supply and demand for bank credit, generating
“rxecns demands.  Non-price rationing has been necessary. Although
the official banks are not Supposed to be profit maximizers, they
«ne nonetheless influenced by profit considerations. (For example,
Propress in the banking bureaucracy is much influenced by the
prolitability of the division in which the official works). More-
overy there is a substantial degree of risk aversion among the
hankers. Bank o!ficials thus tend to favor loans with the lowest
risk ond administpative Co5ts and the highest interest rates,

This has tended 1o discriminate against lending to small farmers
(¥ well as against lending for new and risky crops. At the same
Fime, the substunt ial subsidy implicit in the disequilibrium

UNCLASSTTIED
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inten st pates has Yone 10 o few larpe brivileged Loppeaners; to a
very larpe extent. Arthermmore, the Jow mres of Intepegt charged
hove lween inctfect jve mn distinguis;hiny between producet {ve ard un-
Jrxchet jve Investnen,, sinee projects with very o tes cf
vt (even nepativie) can 5till be profitable for the borrawer,

e maite of inter .y ol 8 percent Per annum
fojoned in the Project seeps low., 1t is equivalent 1o the lowest
il charged at present, according to the previous table. The
Project's tarpet, however, is not the easiest or lese expensive
lor the banks to service, On the contmary, administrative costs
will be higher and risks, in particular, more pronounced than
Pypical livestoct. loans.  Cne should not be overly optimistic
Alent the bankeprs:! esponze In these circumstances, 1t ig likely
that y an g recult, funds will tend to concentrate in the easjest
arveass (eupl s dairy) within the Project,

I the expected mite of inflation in the neap
tulure 5 at 1east 10 percent per annum, the proposed rate will be
hepative in real terms and it will not pPeralt adequate replenishment to the
vl progman fund, 1 q higher Iinterest rate cannot be charged,
replication will have to rely on another mechanism, In view of all
Phesie considerations, the Project takes into account the following:

(@)  the impmbat;ility of negotiating with the Central Bank
and other banks a higher interest rate (12 percent,
for exanple),

(b)  the desirahility of adopting a flexible position in
this respect, indicating that the rate charged will be
"no lower than 8 percent per annum", but leaving open
the possibility that the rate may be increased in the
future, either because of a change in circumstances
(e.g., inflation) op because of g change in interest-
rate policies and structures in general,

(¢)  the need to obtain a commitment from the Forrower that

operations to replicate the project. A comitment from
the Central Rank might be more desirable (politically
leacible and administratively functional) than Govern-
ent tv-nsfers or subsidies in order to replenish the
fund.

UNCLASSIFIED
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CASH FLOW OF REVOLVING CREDIT FUND
SHORT AND MEDIUM TERM CRECIT INES

(u.S. $000)
CASH DERIVED FROM CASH USED FOR
Total
Beg. cocr Int. Prin. Cash Sub-Loan Terms Adm. ¢ Sad Total Cash Portfolle
Year  Capsh Bsl. AlD Losn Count. Coll. Coll. Sources Short Medlum  Profit Deb: Res. Cash Uses Avall. End of Yesr
1 - 400 710 - - 1,100 328 785 - - 1,110 - 1,110
2 - 700 1,150 85 325 2,264 875 1,300 AS 111 2,260 - 1,90
3 - 700 1,232 237 1,071 3,220 1,437 1,048 119 18 3.122 o ST
& ] 700 1,213 182 1,958 4,351 2,000 1,708 192 190 4, 0% 261 5,524
5 261 - - 522 2,883 3,666 2,000 702 261 261 3,220 M2 6.3
6 M2 - - s07 3,3 4,260 2,000 1,097 254 253 3,604 ﬁ-s zlg
7 656 - - 490 3,289 5,435 2,000 1,3¢0 25 248 3.7%0 5 2
8 6AS - - A91 3,238 A3 2,000 1,264 2458 18 : 2 §19 6,166
3 619 - - A9h 3,202 A, 315 2,000 1,222 7 247 3% L1 .14
10 601 - - 495 3,091 A 187 2,002 1,148 2a3 7 3.6t A $.,2)3
11 566 - - 499 3,2 2,268 1,0¢0 1,155 152 249 ). 65% $1: .1
12 611 - - 494 3,232 8,137 2,504 1,227 N7 b1y I.mm 16 $.149
13 616 - - ASA 3,196 4,326 1,288 1 2te 287 287 1. s i1
1Y 598 - - 495 3187 4202 2,200 L X 243 1% y. 624 '3 o) $.09t
15 59 - - 435 ). 18 4,273 2,0m¢ 1138 34l 194 3.4 392 v '¥3
16 592 - - A% 3,183 a2 3. HIREY } 242 p{t | 3. 438 b3 2 PR -
17 597 - - L] 3262 4,19 2,0¢¢ 1098 14 b0 3.4%) 1 b.2he
18 601 - - 98 3. 92 4218 p - -] t, 132 i) 1% ¥4 b5 3 ity
19 598 - - et 3.1 L 5 1.0 b 19t n: ny 1.4 "l d.rhy
20 59 - . s 3,092 L, 29) .00 .'W2 s bLY] .42 " (Wt ]
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TABLE No. §

AVERAGE NUMBER OF SUBLOANS BY TYPE

(One Farm Plan Per Medium Term Credit)

___SHORT TERM CREDIT MEDIUM TERM CREDIT
YEAR By Year Cumulative By Year Cumulative
1 650 650 654 654
2 1,750 2,400 1,083 1,737
3 2,874 5,274 1,207 2,944
4 4,000 9,274 1,423 L, 367
5 4,000 13,274 585 4,952
6 L, 000 17,274 914 5,866
7 4,00 21,274 1,083 6,949
8 4,u00 25,274 1,053 8,002
9 L, 000 29,274 1,017 9,019
10 4,000 33,274 955 9,974
n k,000 37,274 963 10,937
12 4,000 hy,274 1,023 11,960
13 4,000 45,274 1,012 12,972
14 4,000 49,274 993 13,965
15 k4,000 53,274 988 14,953
16 4,000 57,274 991 15,944
17 4,000 61,274 998 16,942
18 4,000 65,274 - 998 17,940
19 4,000 69,274 993 18,933
20 4,000 73,274 993 19,926

NOTE : Average number of subloans obtained from Cash ~Flow.
Sub-loan amounts divided by $500 for short term sublnans and
$1,200 for medium term subloans.
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8ig
n. fﬂ%cial Feasibility

A summary of selected data collected and revised by the
Academia of Central America (firom the MAG 1973 census) in Pov%%
in Costa Rica appears as Table 1., This sumary includes only t
prer farmers in the 5 Project target areas. Poor farmers are de-
linud as those owning less than 20 hectares of land and having per
ip1ta incomes of less than $150 per year (1969 prices).

The sumary shows per capita net annual cash income fop
Liv: poor farm families is nil. Even imputing family labor, housing
‘il consumption income, these farmers appear to lead an extrenely
mirpinal existence. It is expected, therefore, that any increase
in cash incomes of farm production will have g large effect on
these farm families,

Table 2 projects increased net cash income to the average
i as a result of Project inputs. These cash incame figures re-
et the maximum that could be expected from a 7 hectare farm (as-
sl to be the average size farm participating in the project).

As shown on Table 3, Project MNet Cash Flows, target farms
will have a return on total capital employed of 19%, even at 50%
~lliciency. This calculation considers interest paid as a cost of
producing the farm income; therefore, the farmer can expect all of
his substantial return as cash income to himself and his family.

Total Project investment, including non-reimbursed T/A,
'miining and research, was used to compute rates of retwn. How-
“ver the individual farmer should actually enjoy an even higher rate
ol return on his cash investments.

UNCLASSIFIED
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PROVINCE NUBER OF OFF-FARM SROSS FARM TOTAL NET FARM TOTAL CASH AVERAGE PER CAPT7A
FARMS WAGE OUT SALES COSTS INCOME NET INCOME FALGCLY (CAS= NET
INCOME S1Zz INo0E
Alajuela 493 23 511 536 ( 25) ( 2) 6.6 -—
San José 1,229 49 a6y 1,266 (302) (253) 6.€ (38)
Cartago 718 53 764 639 125 178 7.0 25 |
Puntarenas 3,14y 32 799 800 ( D 31 6.9 4y @
'
Guaracaste 6€E3 40 788 878 ( 90) ( 50) 7.1 «7)
WEIGHTED
AVERAGFS 6,247 38 804 861 ( 57) ( 19) 6.8 ( 3)
Notes:

1) Source: 1973 GOCR census as adjusted by la Academia de Centro América.
2) Data includes only farms which meet the following target criteria:
a) Per capita annual income of less than $ 150.

b) Farm size - 1 hectere to 20 hectares.
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TABLE 2

COMPUTATION OF TOTAL ANNUAL NET FARM INCOME
For Typical Farm Size of 7 Hectares

_Additional Farmers in Project 3/
Annual Increase Annual Total 654 1,083 1,207 1,023
Year in Farm Cash Income 1/ Farm Cash Income 2/ Year 1 Year 2 Year 3 Year 4
1 24 16 16 26 29 34
2 184 146 120 199 222 262
3 314 L33 205 340 379 Lby
4 542 950 354 587 654 m
5 1,108 1,953 725 1,200 1,337 1,577
6 1,014 3,226 925 1,531 1,707 2,012
7 1,832 4,837 1,198 1,984 2,21 2,606
8 1,925 6,527 1,259 2,085 2.323 2,739
9 1,925 7,567 1,259 2,085 2,323 2,739
10 1,925 8,273 1,259 2,085 2,323 2,739
" 1,925 8,406 1,259 2,08¢ 2.323 2,739
12 1,925 8,406 1,259 2,085 2,323 2,739
13 1,925 8,406 1,259 2,085 2,323 2,739
14 1,925 8,406 1,259 2,085 2,323 2,739
15 1,925 8,406 1,259 2,085 2,323 2,739
16 1,925 8,406 1,259 2,085 2,323 2,739
17 1,925 8,406 1,259 2,085 2,323 2,739
18 1,925 8,406 1,259 2,085 2,323 2,739
19 1,925 8,406 1,259 2,085 2,323 2,739
20 1,925 8,406 1,259 2,085 2,323 2,739
1/ From Computation of Met Cash Increases Table ._._(ln us $)

2/ tn US $000.

8/ From Pevolving Fund Cash Flow (In US $000)



UNCLASSIFIED

TABLE 3
PROJECT NET CASH FLOW ASSUMPTIONS

‘The 7 hectare model farm which appears in Table 5 represents
the maximum output which can be expected from the inputs pro-
vided by this project.

This 7 hectare model farm will be the average type of famm to
participate i~ the project, both in farm size and in product
mix.,

The number of farms participating in the project will be 4,367
during, the AID Loan Disbursement period (four years). While
there will be replication of the benefits of the project to
other farmers after the four year period, there will be addi-
tional costs to the GOCR and these are not considered in the
computation of the financial rate of return to this Project.

Net Cash Flows reduced by 25% and 50% are also camputed to
indicate the Financial Internal rates of return to the Project,
since maximum efficiency is unlikely.

UNCLASSIFIED



TABLE Mo. 3

PROJECT NET CASH FLOWS

(US $000)
Increase in Farm Income Net Cash Flows
Year Investment Maximum 75% Efficiency 50% Efficiency Maximum 75% Efficiency 50% Efficiency
1 2,056 16 1?2 8 (2,140) (2,044) (2,048)
2 2,979 146 110 73 (2,833) (2,869) (2,906)
3 2,996 433 325 216 (2,563) (2,671) (2,780)
4 2,969 950 712 475 (2,019) (2,257) (2,494)
5 - 1,953 1,465 a76 1,953 1,465 97¢
6 - 3,226 2,419 1,613 3,226 2,419 1,613
7 - 4,837 3,628 2,418 4,837 3,628 2,418
8 - 6,527 4,855 3,263 6,527 4,895 3,263
9 - 7,567 5,675 3,783 7,567 5,675 3,783
10 - 8,273 6,205 4,136 8,273 6,205 4,136
11 - 8,406 6,305 4,203 8,406 6,305 4,293
12 - 8,406 6,305 4,203 8,406 6,305 4,20°
13 - 8,406 6,305 4,203 8,406 6,305 4,203
14 - 8,406 6,305 4,203 8,406 6,305 4,202
1S - 8,u06 6,3C5 4,203 8,406 6,305 4,203
16 - 8,406 6,305 4,203 8,406 6,305 4,203
17 - 8,406 6,305 4,203 8,406 6,305 4,203
18 - 8,406 6,305 4,203 8,406 6,305 4,203
19 - 8,406 6,305 4,203 8,406 6,305 4,203
20 - 8,406 6,305 4,203 8,406 6,305 4,203

Financiali Internal Rates of Return

32.1% 26.5% 19.7%

-Lg-



COMPUTATION OF NET CASH INCREASES

For Typical Farm Size of / Hectares TABLE 4
(uss)
incresse in
Coffee,Pejivaye Debt Services Net Annual Annual Farms
Corn Beans Platano,Banano Fruit Vegetables Macadamia Pasture Forest Costs Farm Cash Income Cash Income
Present Net Cash
Generated 168 141 Lin 24 - - L35 59 - 1,268 -
Project
Year 1 174 216 Lin 24 76 - 435 62 (136) 1,292 24
Year 2 180 291 4 24 152 435 65 (136) 1,452 184
Year 3 185 365 4 36 229 - 694 68 (436) 1,582 314
Year b 185 365 630 48 229 - 694 71 (412) 1,810 5k2
Year 5 185 365 819 60 229 82 953 7 (388) 2,376 1,108
Year € 185 365 1,007 72 229 164 953 n (364) 2,682 1,14
Year 7 185 365 1,007 84 229 246 953 A ( 4o) 3,100 1,832
Year 8 185 365 1,007 94 229 329 93 n ( 40) 3,193 1,925
Year 9 185 365 1,007 ol 229 329 953 Al ( 40) 3,193 1,925
Year 10 185 365 1,007 94 229 329 953 71 ( 40) 3,193 1,925
Year 11 185 365 1,007 94 229 329 953 n ( 40) 3,193 1,925
Year 12 185 365 1,007 94 229 329 953 71 ( 40) 3,193 1,925
Year 13 185 365 1,007 94 229 329 953 71 ( 40) 3,193 1,925
Year 14 185 365 1,007 94 229 329 953 7" ( 40) 3,193 1,925
Year 15 185 365 1,007 94 229 329 953 n ( 4n) 3,193 1,925
Year 16 185 365 1,007 94 229 329 953 n ( 4o) 3,193 1,925
Year 17 185 365 1,007 94 229 329 953 n ( 40) 3,193 1,925
Year 18 185 365 1,007 94 229 329 953 n ( 40) 3,193 1,925
Year 19 185 365 1,007 94 229 329 953 A ( 40) 3,193 1,925
Year 20 185 365 1,007 94 229 329 953 n ( 40) 3,193 1,925

-88-
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Two representative farm models were developed to illug-
‘rvte the possible impact of this Project on target farms. The two
vIxils were developed to represent target farms in the Cartago area R
‘traving on the experience and judgment of Dp, David Johnston, Agpri-
cultural Coonomist at CATIE, Turrialba, supplemented by data avail-
«hle to the AID Mission on production costs ang returns. The fapm

orpanization plans then were redrawn to Produce a higher valye ra-
turn from the land, labor and capital.

The budgets represent projected income from the new pro-
ticlion plan aftep the farmer has had a chence to put into opera-
tion a highep level of technology than he now uses. For example,
yiclds on corn, beans, and coffee were raised through the use of bettep
cereal seeds, fertilizep and spraying, affecting both income and ex-
prndi tures., Also, the cost and returns of fruits and vegetables

It is est
licient family labor to meet all the labop requirements on the re-
0-panized 3 hectare farm. It was not calculated whether time would also
I aveilable by the family fop off-farm employment. Hired labop
for planting and harvesting the vegetables and harvesting the coffee
it included in the reorganized farm Plan for the 7 hectare farm,

dairy, which uses more labor, or expand the tree crops (mainly fruits
or nuts)., The latter two choices would ustally be the more profit-
able ones for the farmer, as well as promote more employment for

the non-farm poor.

UNCLASSIFIED
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TABLE 5
SON OF TRADITTONAL/NON-TRADITIONAL ENTERPRISES

COMPART
7 Ha, Farm Traditional
N
Non Labar
Production Family
Ha. Yield Price Sales e )
1.75 15,00 62 1,627.50 200 1,427.50
0.50 14,00 200 1,400.00 200 1,200.00
0.30 13.50 1,000 4,050.00 300 3,750.00
3.00 3.00 au 1/ 2,000 4,000.00 300 3,700.00
0.95 - ' - - - -
0.10 200.00 - 200.00
0.40 600,00 100 500.00
7.00 11,877.50 1,100 10,777.5Q__
poor cows, poor management,

2/ Average per

capita in

$150,1969 prices).

7 Ha. Farm Modern Technolo

Corn

Beans
Coffee 1/
Pejibaye 1/
Platano 17
Banana 17
Pasture
Other

Fyuit
Forest
Vezetables 2/
Mecadamia

TOTAL

amort 1zed,

OR M
* o
w o

[=NoNoNoN ¥
NNEFwrOot |

~3
o

ITmproved coffee int
Average of seven ve
Costs included in c

Matiwe of dairy ente
credit assumed to be

1. 8th year medium term

came (7 family members) $180,1977 prices (below

and Farm Plan Assistance

th Year of Production 77

8

25.00 62
18.00 200
22.50 F 1,000
108.7 qq 70
36.0 R 7
36.0 R 5
5.0 au 4/ 4,340
100.0 qq 170

erplanted with pejibaye

getable crops.

offee due to interplanting,.

4/ TFive good quality Cows, good management, improved pasture: selling
milk and calves.

5/ Includes one hired laborer,

2,325.00 750 1,575.00
3,600.00 500 3,100.00
6,750.00 600 6,150.00
75.00 -3/ 75.00
54,00 - 3/ 54,00
21,700.00 13,596 3/ 8,104.00
1,000.00 200 800.00
700.00 100 600.00
2,300.00 350 1,950.00
3,400.00 600 2,800.00
44,187.00 16,696 6/  27,491.00
s platano, banana.

I'Erise allows daily income.

%500 outstanding
credit ($1,200

throughout

Short term production

year,
in this model) has been fully


http:27,491.00
http:44,187.00
http:2,800.00
http:31400.00
http:1,950.00
http:2,300.00
http:1,000.00
http:8,104.00
http:21,700.00
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http:2,283.00
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http:4,050.00
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Creps

Beans
Coffee
Pasture
Othar
Forest

Corn

Beans
Cof'ee 1/
Pejibaye 1/
Platano 17
Banéna 17
Pasuur=
Other
Forest
Macadamia

TOTAL

1/ Improved coffee in
2/ osts included in

&

. L] L ] -*
NN~
(=< N4,

OO0OO0COoOOKR

w
L] L]
= w &
(=N =N

(=]
o

Ha. Farm-Modern Technolo.

Non Labar
Production Family

8th Year of

OOoOR
*

N ovon

[=Ne=NoNe)

- L] L] L2

NP
=

Na]

|

w
.
o

Production
62 2,325.00 750
200 1,800.00 250
1,000 4,500.00 400
70 1,522.00
7 50.00
5 36.00
2,500 3,000.00
- 150.00 -
170 3,490.00 600
16,785.00 2,300

terplanted with
coffee due to

-2/
-2
-2/

300

Income
1,427.50
660.00
2,506.00
1,500.00

e —————————

ABLE 6
ONAL/NON-TRADITIONAL ENTERPRISES
Farm-Traditional

N
Price Sales

62 1,627.50 200

200 700.00 100
1,000 2,700.00 200
2,000 1,600.00 100

6,627.50 600

6,027.50

and Farm Plan Assistance

208y, and tarm Plan Assistance

1,575.00
1,550.00
4,100.00
1,522.00

50.00

36.00
2,700,00

150.00
2,800.00

14,4€3.00

pejibaye, Platano, banana.
interplanting,
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PER HECTARE COST OF PRODUCTION AND FAMILY INCOME DATA

TABLE 7

CROP YIELD UNIT PRICE UNIT CROSS NON LANCR FAMILY
SALES PRODUCTION INOOME
EXPENSE

Corn (traditional) 15.00 aq. 62.00 aq. 930.00 100.00 830.00
- Cern (improved tech.) 30.000 qQq. 62.00 qq. 1,860.00 500.00 1,360.00

Seans (traditional) 14,00 aq- 200.00 aq- 2,800.00 100.00 2,700.00
2eans (improved tech.) 20.00 qq. 200.00 qq. 4,000.00 500.00 3,500.00
Coffee (traditional) 13.5 Fanegas 1,000.00 Fanega 13,500.00 1,000.00 12,500.00
Coffee (improved Tech.) 22.5 Fanegas 1,000.00 Fanega 22,500.00 2,000.00 20,500.00
¥academia (improved

technology) 100.00 qq. nuts 170.00 qq. 17,080.00 3,000.00 14,080.Mn0
Coffee Intercrop 22.50 Fanegas 1,000.00 Fanega 22,500.00

PejibalYe Improved 108.70 qq. 70.00 qq. 7,609.00

Platano’ Technology 36.00 Racimos 7.00 Racimo 252.00

Eanano 36.00 Racimos '5.00 Racimo 180.00

Coliflower 22,500.00 1bs. 0.20 1b. 4,500.00 750.00 3,750.00
Cabbage 325.00 qq. 20.00 qaq. 6,500.00 1,000.00 $,500.00
“Onlons 500.00 qq. 32.00 qq. 16,000.00 4,500.00 11,500.00
Potatoes 24.50 Cargas 800.00 Carga 19,600.00 11,000.00 8,600.00
Beets 43,000.00 Unidad 0.20 Unidad 8,600.00 1,175.00 7,425.00
Tomato 400.00 Qq. 40.00 qq. 16,000.00 2,500.00 13,500.00
Carrots 360.00 qq. 25.00 qQq. 9,000. 00 1,400.00 7,600.00
Average 11,u457.14 1,775.00 8,207.86

-7'6_

The cost and return data used here are based upon material from: La Academia de Centro América; Banco Crédito Agri-

cola de Cartago; Cost of Production Studies by Ministry of Agriculture; Feasibility of Macadamia' NUT Production as a

Small Farmer Crop in Costa Rica, AID/Costa Rica; Report on Feasibility of Small Low Income Farmer Fruit and Vegetable
Production, AID/CR; and data supplied by.Dr. David Johnston, CATIE, Twrrialba. Because the sources represent differ-
ing dates, all prices and costs were adjusted as nearly as possible to reflect 1976 levels.
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TABLE 8
1973 CENSUS FOR ALL COSTA RICA

VICITABLE TOTAL Ha. IRRIGATED Ha. NON-TIRRIGATED Ha.
CAMITE 109 0 109
PAPA 1a. 1403 41y 989
PAPA 2a. 598 184
AJO 10 0 10
CEBOLLA 331 177 4
KEPOLLO 299 99 200
LL.OUcA 49 49 0
RMOLACHA 46 35 211
ZANAJTRIA 112 0 112

TOTAL 2948 775 2173

If 4000 small farmers all added 0.05 Ha. of vegetables to their
existing systems, Costa Rica would have an additional 200 Ha. of
ve,etables (7% increase in Production). Production may be able to
incresse by 10-15 % without causing substantial Price reductions but

it could not increase 20-25 % without price reductions,



- 94 - UNCLASSIFTED

VI. IMPLEMENTATION PLAN

A, Negotiations, Agreements, Conditions and Covenants

It is expected that the Loan will be authorized in
Sentember 1977. Given the strong interest in this Project within
th> MAG, SBN, and highest Goals of the GOCR, negotiation and
fignature of the Loan Agreement may be carried out before the end
¢’ November; and, if the present administration considers this a top-

priority item for Congressional consideration, the Agreement could be
ratified by year-end.

With the ratification hurdle cleared, the MAG and SBN
may be able to meet the various Condition Precedents early in 1978.

These Conditions include the usual boilerplate plus:

1. As a Condition Precedent to the Initial Disburse-
merit of Loan Funds the Borrower will establish within the Ministry of
Acriculture a Systems Committee with authority and responsibility to

2. As a Condition Precedent to the Initial Disburse-
ment of Loan Funds to Finance Credit Operations, the Borrower: (a) will
Iraish A.I.D. with a statement of the policy the Sistema Bancario
Nacional will use in providing short and medium-term credit to farm-
ers participating in this Project; and (b) will confirm that Sistema
Rancario Kacional resources equivalent to $2,000,000 for short-term
1onding and $2,285,000 for medium-term lending will be contributed to
the credit fund within this Project as part of the Borrower counter-

3. The Borrower shall covenant, for a mutually agreed
period extending beyond the final disbursement of the Loan, to
maintain:

(1) the level of the credit fund at the total
Aamount of Loan and counterpart drawn down during the term of the
Prolect, through periodic replenishment of funds; and, if the
utility and acceptance of the systems approach is established in the
Pr-ject,

(2) the training, farm management, and research
activities at the level achleved in the last year of the Project.
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B, Procurement and disbursement

1. Mrocurement

Dollar cost will include equipment, materials, train-
sy, and services.  Local currency procurerent will be for goods and
rervices readily available in Costa Rica such as seeds, trees, bud-
wxxl, rootstocks, tubers, roots, cuttings and other materials.
teveland cervices will be procured under this Project in compliance
VA anplicede AT nrocurerent procecures.

2. Disbursement

The existing GOCR financial management system,

citablished and required by law, was designed to

VY vide ma i control and thus brevent misuse of funds. It is not
A oobtacle to larye capital projects with long lead times. How-
Cvers asystenm with greater flexibility and more rapid response
catability s necessary for the type of projects AID usually finances,
Y+ v provision of assistance and services to small farmers when and
woere they are needed.,  The formal financial management system cannot
Ol with the 1 low of ey Plans being cranked out by the planners,
tan o less such fundamentals as planting seasons and veather condi-
tani, In this iroject we expect the Systems Committee to overcome
thewe nroblen. A precedent exists in OCIS, an appendage of the
Yinantry of iealth, oreated by decree to permit rapid disbursement

Gt ands for special requirements.  The lagal rationale for OCIS is
Pal the dealt Ministry frequently must deal with energency situa-
Cone, and therelone requires a more flexible financial system than
Pt provide d Ly e Law of Financial Administration. e will con-

T W the DY G Gee T an danalog te OCIS could be created for
this Praject, and expect the statement of the Systems Committee's
raoaib!Y itien Lad authority to include the control and disbursement
of Prafect AmAs. This will have to be handled with some delicacy,
Benever, because tlo Goverrment would not wish to invite criticism
Tt Lt 48 acekliy Lo elreumvent its financial management law, which
Contqa Wenns constder protection against waste and corruption,

AID funds will be disbursed through the Systems
Cenrdttee vin the usual mechanisms — reimbursements to the GOCR,
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tirect payments, Letters of Commitment -- with the customary cert:i-
tications. Advances of Loan funds for up to S0 days' Project nceds
¢an be authorized.

C. Monitoring and Reporting

1. USAID lonitoring

The USAID Rural Development office will have primary
1+ :iponsibility for monitoring the project's implementation, assisted
by the Capital Development Office and the Controller. Officers from
earh of these divisions will review Procurement proposals, plans and
specifications for cormodity procurerent, training and technical
ansistance,  lonthly project status meetings will be held to discuss
Propress, and to track compliance with the provisions and purpcses of
the loan Agreement.

2. GOCR i‘onitoring

Performance will be monitored through quarterly re-
pots drawn up by the Systems Committee on the basit of data fur-
nihed by the participating entities. These will contain informa-
tion regarding the progress toward campletion of design and imple-
mentation of farm plans. In addition, monthly information reportad

by the CARs will be summarized by MAG and includec in the quarterly
reports,

3. Reporting
The MAG will receive Monthly progress reports on
{icl!) operations from each CAR, and the Systems Committee will pro-
vide Quarterly reports to AID on all Project activities.

Quarterly Shipping Reports also will be provided by
the Bystems Committee.

Y. Auiit and Evaluation Schedule

B Audit

AAG Audits will be requested late in the second
yew of the Project, when all Loan-funded elements are underway; and early in
‘he fourth year, when substantial progress should have been achieved

UNCLASSIFIED
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in 1ll elements and the Terminal Date for Disbursement is within
sight.

b. Evaluation

Project FEvaluation will take place in three
phaces:

Desigy and Baseline Survey - Early 1978

This will involve the drawing up of an overall
deteiled Evaluation Plan and the collection of baseline data fop
farm, family, and institutional level performance indicators.

Interim Surveys - Vears 2 and 3

Project impact surveys based on 500 interviews.

Final Evaluation - End of Year 4

End of Project impact survey, including Estimates
ol probable incomes from longer term crops.

The scope and estimated costs of this Evaluation
schedule are presented in Section VII,

UNCLASSIFIED
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VI1. EVALUATION PLAN

Because this Project is concerned with the development or new
integrated cropping systems, product diversification, marketing,
and processing, all of which are crucial activities in improving
the incomes of rural poor and which will be expanded in future sec-
tor programs, detailed evaluations of these pilot activities will
be done. !fuch of the Evaluation Plan will be developed with OPSA
as part of the Project, although this preliminary Plan will estab-
lish measureable indicators of performance, outline the date re-
quired to quantify these indicators, and elaborate a data gather-
ing procedure.

A.  Measurable Indicators of Project Performance
Measurable indicators of performance may be divided into
two categories, impact at the farm op family level and at the in-
stitutional level.

1. Farm and Family Level Performrance Indicators

At the family or farm level three objectives or
meacurable indicators of performance are suggested by the log
frare:

a. Increase the net income of the rural poor
b.  Increase employment

C. Increase the profitability and productivity of
small farmer enterprises.

. d@. In order to measure increased net income, base-
line incomes of both project participants and a control group will
br determined through a Survey and then re-estimated after the

2n’. 3rd, and Yth years of project implementation. In addition,

an analytical effort will be made to determine the farm level
changes associated with or responsible for the changes in incame.
These causative factors will be related to the principal segments
ol the Project in order to determine the apparent contribution of

I'roject activities, Changes in income will be evaluatad against
such factors as:
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-- Increased land in cultivation or increased
number of animals in production (including
inter-cropping, etc.)

-- Increased yields per ha. or animal in pro-
duction

-- Cultivation of increased proportion of high
value crops (crop mix change)

~- Cost minimization

-- Obtaining increased unit prices for products
or decreasing unit prices for inputs

=~ Changing on-farm processing or off-farm in-
come sources.

An attempt will be made to identify which of
theze factors is responsible for what proportion of the income
charpe observed.

One of the principal evaluation problems is the
tun (rame in which farm level income benefits can be expected to
appear.  thuch of the Project is centered on introducing higher value
crops which take from 2-8 years to nature, with medium term credit
previded to carry the farmer during this gestation period. Sur.eys
ol participants during the 2nd, 3rd, and Yth years of disbursement
will capture some of these benefits, and a disproportionably high
share of the costs.

To overcome this defect, the final evaluation
“urvey will estimate the quantity of long term tree stock which is
plasted and progressing satisfactorily in each farm in the sample.
Vstimates from farms with similar Crops in current production will
be used to project the expected income benefit in the farms where
these same crops are only in the formaticn stage.

b.  Employment impact will be measured by the num-
br of person days of emplovment generated in partici mant farms in
comparison (1) to pre-project employment generated by these same
farms and (2) to the control group. An attempt will be made to
tetermine what portion of this added erployment accrues to landless

poor (non-farm) families. Off-farm employment will also be esti-
mtod,
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-- land Profitability (net profits per ha., of
arable land)

-- Capital Profitability (net profits per € of
capital)

== land Productivity (gross value of output per
ha. of arable land)

-- Capital Productivity (gross value of output
per ¢ of capital).

Changes in profitability and productivity will
v eatimated by comparing the project participants during and at
project completion with theip bre-project performance and with the
rertormance of the control group.

2. Institutjonal Level Performance Indicators

There are two overall institutional objectives which
iy be difficult to quantify: to improve the coordination between
various rural sector entities and to create in the inistry of
Apriculture a "systems approach” to rural development which focuses
on mirketing and processing as well as Production. 3eneath these
broad objectives are a series of specific sub-objectives which can
'0 some degree be measured in the evaluation.

a.  The evaluation will measure the degree to which
‘rehnlcal assistance effectively introduces a nigher value mix of
¢rens on small farms and the degree to which farm plans and tech-
nicul advice are used as a basis for providing credit. The rela-
L ionship between the amount of technical assistance and changes in
incom2 and productivity will be analyzed.

. The number of target farms given short and
medium term credit and the rapidity with which the institutions are
aiblr to create and service the demand for credit will be used as

UNCLASSIFIED
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inititutional pertformance criteria. The mumber of farmers served
ark! the amount of credit disbursed per colon of institutional ovep-
head cost will be used as a measure of the internal efficiency of
o credit system. !lost of the credit is to be medium term and it
«ti impossible thercfore to calculate recuperation rates in the time
Irame of the early evaluation, Delirquency rates should nonethe-

It be computed on the short term credit as an institutional per-
lormance measure.

C. The eflectiveness of +he rroposed marketin
unit in MAG in obtaining qualified personnel, in conducting relevant
shidies, and in producing and distributing market and prices news
Will be used as measures of institutional performance,

d. e amount of credit actually provided for mar-
becing and processing activities, the institutional overhead cost
0! extending the crecdit, and the recuperation rates will be used as
alitional performance indicators.

€.  The number of technicians and farmers traeined
and the relevance of research undertaken will be the principal

evaluation indicators for assessing performance of this sub-part of
the project,

B.  Data Requirements and Nata Gathering Procedures for
Evaluat:ion

1. Measuring Farm and Femily Level Impacts

Since the project goal is +o improve target group
Henes, no satisfactory evaluation can be done without direct field
measurement of net farm and family income. If members of the tap-
pet group were principally wage earners, it would be easy to esti-
mite income through a simple survey and abbreviated questionnaire
aimed at determining salary or wage rates and amount of time employed.
Iinfortunately, many of the target group are small farmers whose in-
¢omest come from the sale of products. Thus in order to estimate
net income of a small farmer, it is necessary to estimate his ex-
penzes as well as his sales or production, In addition, it is ne-
cestary 1o estimate the volune of home produced consumption since
fhas ray be an important real income source for target farmers.
F'om tevel accounts must be obtained and analyzed in order to per-
Ir an acceptable evaluation. surveys of approximately 100 farng
in cach of the five selected regions will be conducted at the begin-
nine of the Project in order to obtain baseline data. After the
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tevond and third years of disbursement and upon completion of the
Irnject, follow-up surveys will be done. In order to avoid dupli-
w1t ion of effort and cost, these surveys will be coordinated with
i farm planning activities contemplated under the Loan. The exact
sivucture of the sample and the questionnaire, as well as the de-
+1uyn of the data processing procedures required to arrive at final
recults, will be designed in collaboration with host country offi-
«ials.

2. Institutional Performance Data

The information required to evaluate institutional
j«rlormance is almost identical to that which is required to monitor
project implementation. A detailed outline of the accounting and
implementation information required for both monitoring and evalu-
ai ion purposes will be drawn up with MAG officials prior to loan
Jdi<bursement, probably with the use of grant-funded contractors
vl Mission personnel. This reporting system will assist in monitor-
iny, and evaluating the project, as well as be an instrumental part
ol improving management in the participating organizations. It
should be viewed therefore as a technical assistance activity in
its own right.

C. Budget and Manpower Recuirements of Evaluation

The Evaluation process is integrally related to the de-
velepment of farm plans and to the institutional development of
paticipating entities. It is difficult to separate the costs of
cviiuation from these other activities since the data for measuring
f-um level impact is generated in part by the farm plant component
of the projcct and the data for institutional evaluation originates
in Lhe improved reporting and project monitoring system. Technical
asiiistance to the evaluation processes should be viewed as a part
ol the overall technical assistance package to lAG.

Budpet and !lanpower requirements for the evaluation of
this Project are as follows:
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Pre-Project Baseline Survey (funded through Technical Support:)
1. Design and Field Test Phase (Dec. 77-Feb. 78)

a. Sample design, 5 pm tech.
assistance $ 4,000

b.  Questionnaire Design and Farm Re-
cords Planning for Farm Plans, 1.0 pm 7,000

c. Interviewer & Supervisor Training,
0.5 pm 4,000

d. Development of Interviewer § Super-
visor llanuals, .5 pm 4,000

e. llisc. Costs (printing manuals &
questionnaires, maps, etc.) 3,000

2. Survey Field %Work and rield Revision &
Codification (March-April 78) 500 ob-
servations at $30 total cost per ohser-
vation, of which approximately $1U is
associated with travel and per diem
cost of interviewers (10) and field super-
visor/coders. Salary costs of these local
Extension personnel would be covered out-
side this project $ 7,000

(Data from baseline survey would be coded

but not processed pending the availability
of loan funds.)

Total Baseline Survey and Evaluation $29!000
First Year - no survey or costs
The Mission will conduct an in-house evaluation
of initial project implementation.
Second Year - First Annual Project Impact Survey
1. Sample Update and Questionnaire Modifica-
cations and Interviewer Training $ 1,000
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2.  Survey:

a. Field Work £ Coding 500 observations
as $14 per observation for travel £

per diem $ 7,000
b.  Questionnaire reprintings and misc. 1,000
3. a. Data entry and machine edit (exclud-
ing programming) 6,000
b.  Programming (one time cost) 8,000

4.  Data Processing and Statistical Analysis

a.  Economist Tech. Assistance, 2 pm 7,000
b.  Data Processing Costs 4,000
Total Evaluation Cost 2nd Year $34,000

(Including one time programming costs)

Third Year - Second Annual Project Impact Survey

(Costs identical to second year minus one time
prograrming costs of $8,000 plus minor program-
ming alterations of $1,000) (534,000 - 8,000 +

$1,000 = $27,000) 527,000

Fourth Year - Third Annual Project Impact Survey
and Final Evaluation Analysis

1. ldentical Costs to third year $27,000
2.  Additional Analysis for Final Evaluation,
1 pm 4,000
3. Additional Data Processing Costs 3,000
Total Fourth Year Evaluation Costs $34,000
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Non-Project
thelpet Sumnary for Evaluation A Funds Loan Funds Total

Design and Baseline Survey $29,000 $ 29,000
First Project Year 0 0
Gecond Project Year 0 $34,000 34,000
Third Project Year 2 27,000 27,000
I'ourth Project Year 0 34,9000 34,000
TOTALS ALL YEARS $29,000 $95,000 $124,000
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Goal: To increase incomes of At least S50 percent of the Analysis of End of Project That drastic worldwide or local
rural poor participating small farmers Evaluation Reports as compated | internal disorders of economic,
and non-farm poor will have to Baseline Studies, Use of pPolitical or social nature do not
incomes over the poverty line | Census Data or Special occur within 10 years.
($150 p.c. income in 1969 Evaluations.

Prices) within 10 years. 1/

Sub-Goals:

(1) To increase the (1) Participating small farm- The credit, technical assistance and
prcfitability of small|ers will have increased real other incentives included in the MG
farm enterpriges. profits of 25% within 10 years. Program are adequate to motivate

. ’ farmers and their families to

(2) To increase employment| (2) Agricultural employment on participate
opportunities in rural participating farms will in-
areas. Crsase to near full employment That natural disorders do not oocur.

for family members. Additiona}
employment for 4,000 non-farm
Poor will have been created
within 10 years.
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AID poverty benchmark of
$150 per capita at 1969
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(1) MAG will be implementing
programs that identify and
alleviate vertical and hori-
zontal commodity systems con-
straints on high-values, high<
yielding traditional and non-
traditional crops produced by
small farmers.

(2) substantial modifications
will have been made in farm

management, long-term cropping
patterns, marketing practices

3

of the Project employing a Base-
line study.
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(1) Annual and final Bvaluation | (1) That the elected Government of
Costa Rica after 1978 continues to
support the planned program with

adequate levels of resources.

(2) Annual reports of MAG. (2) That MAG efforts with their small
farmer clients will be effectively
linked to the planned central whole-

sale market activities of IFAM near

and participation in process-
ing activities of 4,000 small
farmer enterprises.

(3) Individual and group lend-
ing for medium term credit on
medium/long term enterprises
with supportive short-term
production lending as needed,
both of which are based on .
farm plans, will have been inA
stituted in five regions in
Costa Rica.

(4) Improved coordination and
cooperation of national and
regional organizations in the
conduct of agricultural devel
opment programs as reflected
by research responsive to
needs identified by CAR's;
banking system Providing ¢

(3) Monthly Reports of CAR
Directors.

(4) Contractor Reports

(5) Project day to day monitor-
ing.

(6) Agricultural Census Data of
1983 and related special studies

t

San Jose.

roquirements identified by CAR's;
and marketing information flow-
ing batween CAR's and Marketing
Unie_
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A. MAG Training Component

1. Systems Committese established

within MAG and admi:is“rative system

designed.

2. Marketing technology Unit formed

within MAG and system designed

focussing on resolution of marketing
and processing constraints to small

farmer crop develomment.

3. Surveys following up baseline
study.

4. MAG employees trained.
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By end of year 1.

By end of year 1.

End of years 2, 3, and 4.
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1. Day to day project monitoring.

2. CAR monthly reports.

3. Annual Project Evaluations.

a. 200 for period of 50
days each in six or more
subject matters.

4. Final Project Evaluation
employing baseline study data.

b. 10 MS5c level in pro-
duction, marketing, pro-
cessing, and related
subjects.

€. 20 BSc level in produc-
tion, marketing, process-

5. Contractor Reports

6. Reports of SBN and Banco
Nacional

ing, and related subjects.

1
d. Four special training |
contracts with Costa Rica!
or foreign organizations

to provide training to 200
MAG employees.

Aszu=piic iz {2 achieving ewtpul:. /C- 2

1. That appropriate and econo-
mical technology can be devel-~
oped for solving production,
marketing and processing problems
of small farmers.

2. That adequate success be
achieved in establishing link-
ages with private enterprises
to assure their involvement in
processing and marketing of
small farmer products.

3. That GOCR domestic price
policies will not disfavor

ssall farm producers.
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Fara Managemen: Component

1. Farm plans developed and used.

2. Training courses, demonstra-

tions, and field days in improved
production, marketing, Processing
technology, and farm Banagement.

Research Component

s1. Research findings.

2. Plant Introduction Center.

3. Bquipment 2nd facilities for
ressarch stations.
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1. By 80 farmer groups (1,200
individual ) and 2,800 indivi-
dual farmers.

2. At least 100 training
courses to 80 farmer groups.

1. Non-quantifiable regsults of
investigation with three insti-
tutions working cooperatively
with MAG, (CATIE, CITA and
CIGRAS or other Costa Rican
organizations) to conduct
studies, research, investiga-
tions and development activi-

ties in Production, marketing, .

storage, processing of agri-
cultural crops and products for

the integrated systems.

2. One center established which
services at least five regional
MAG experiment stations devoted
to new crop and product re-
search and development.

3. Five research stations.
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Processing of new or improved
traditional crops.
D. Credit nent
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NARRATIVE SUMMARY I CSJECTIVELY VERIFIABLE iNTICATORS 1ZANS CF VERIFICATION HP0RTANT ASIL: 530C03
Project Inputs: (D7) { Ie:ptecantction Targes (Type o-d Quantity) (C-3 Assurstions for previding inpure: [2-q)
{C-2)
]
A. MG Training Camponent |
1. $333,000 in AID funds for Personal service contracts - 1. Loan and Grant Agreements. 1. That the loan and grant
technical assistance and 10 person/months. Short-term Agreements are Completed
training of mMag employees in contracts ~ 10 Person/months. according to the Project Paper.
vertical ang harizontal commod-f MS scholazships in Production,
ity systemg analysis. marketing and Processing, 2. Letters of Implenentation. 2. That MAG budgets ana SBN
Four years of Committee ang Credit plang are approved to
2. $40,000 in GOER funds for Marketing Uni¢ operations. Provide Ccounterpart funding
Systems Committee and Marketing Tequired.
Unit Operating expenses.
3. Annual Evaluation Reports
B. Farmm ement nent, of Project.
1. $584,000 in am funds for 15 person/months of short—teu4 4. MAG annual reports,
short-term Contractors, techni- contractors. Four Years of
cal assistance ang demonstra- | technical asaistance to small1 | 5. car Director month1y
tion plots farmers by Ccag. S0 vehicles. | reports.
X number of CAR personnel and
MAG extensjion agents partici-
"t pPating in farmer training.
2. $455,000 in GOCR funds for ! H
extension services, Operationa] |
eXpenses, vehicles and training
of mmal] farmers.
C. Research Mt 5 institution contracts with b
;cm, CIGRAS, and CATIE. 22
1. $1,583,000 in AID funds for ! person months of Personal ger
Plant materialg, vice contracts $85,000 in
eipment, improvemer:t of gta- starter plant haterials (seeq
ticn,taclutiu. Operating trees bedwood, oot stock, etd) ’
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C.

Research Component (cont.)

expenses, starter plant
materials, general research
and development, institution-
al contracts, personal serv-
ices contracts, farwer group
pPilot projects and marketing
activities.

2. $210,000 in GOCR funds
for operating costs of re-
search stations and pilot
marketing activities.

Cradit Component
1. $2.5 million in ATD funas

2. M.Zasl-ulioninm
fund-for-nnfanezcred.lt

loplemcatation Targer (Type cnd Quantity}
(D-2)

$200,000 in SJui snent
(tractors, seed cleaners,
etc.). Improvement of 5
experimental stations
($400,000) .

$6.785 million for small
farmer credit.

(D.3)

vie 3f Prseze: Page 7 of 7
Frem Y e -"‘c'_
Totol U. S. Furdirg
Date Preseed: -
Fatt g
RPORTANT ASSUMP TICNS
Assumptions for providing inpure: {D.4)
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ANNEX 2
Page 1 of 19

CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hand
priate,

margin,

identified and available document,
discusscd.
Paper,

The folloving abbreviasion,g are used:

PAA - Foreign Aseistance Act of 1961,

FAA, 1973 - Poreign Assigtance Act of
App. - Foreign Assistance and Related
MMA - Merchant Marine Act of 1936, as

BASIC AUTHORITY

l. FAA 8 103: 8 104;
] 106; 8 107,

§ 10s;
Te loan being made

a, for agriculture, rupal devel-

opment or nutrition;

& summary of required discussion.,
the scction(s) of the Capital Assistance Paper,

write angwer or,
As necessary,

48 appro-
reference
or other clearly

as amended,
1973,

Frograms Appropriation Act, 1974,

amended.

Yes for agriculture and rural develop-
ment. The purpose of the loan is to
increase the profitability of small
farmer enterprises and to increase
employment obportunities in rural
areas, thus contributing directly to
increasing the pProductivity and income
of the rural poor. Research will be
directed toward specif{ic problems of
small farmers in production, storage

1a.

b. fonr population planning op health; ang processing of agricultural
crops.
b. No
e. for eduoation, public adminig-

trations or human resources development; C: Yes, a part of tne

tc eolve economic and 8octal

loan provides

for training in farm management
and in agricultural production, market-
ing and processing technology.

d. No

devclcpmcnt.problcma tn flelds such as

industry, urban
‘development;
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e. in support of the general e.
economy of the recipient

rountry or for development

programs oonducted by grivata

or international organiza-

tions,

COUNTRY PERFPORMANCE

Progress Towards Country Goals

&. FAA § 208; §.251(b).

A. Deaoribe extent to which
country ia

(1) Making appropriate efforts At.

to increaase food production
and improve means for food
otorage and distribution.

(2) Creating a favorable cli~ 2,

mate for foreign and domeatic

private entarprise and
inyeatment,

ANNEX 2
Page 2 of 19

Yes, to the extent that increased
profitability of small farmer entar-
Prises and increased employment
opportunities in rural areas
contribute to growth of the overall
economy.

Agricultural output has maintained a
steady rate of growth in recent years,
This loan provides assistance to
increase small farm productivity.

Costa Rica maintains an excellent
climate for investment and private
enterprise, It offers political
stability, a democratic pProcess,
constitutional guarantees, equal
rights for foreigners, and incentives
to foreign investors.
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(3) Increasing the public's 3. The public is encouraged to take an

role in the developmental active part in development. This loan

procese. Provides for #nvolvement of the rural
poor in the developmental pProcess,

(4) (a) Alloca ting available 4a. Costa Rica has an active democratic
budge tary resources to system whicl: exacts government
development, responsiveness to social need. The

great majority of Government Budget
Funds goes for economic and social
development.

(b) Diverting such b. Costa Rica has no army and does not
resources fop unnecessary intervene in the affairs of other
military ezpenditure (Seg countries.

also Item No., pp) and

intervention in affairs

of other free and

independent nations.)

(See also Item No, 11)

(§) Making economic, social, 5. Substantial progress has been and is
and political reforme such qea still being made in the area of tax

taxr collection improvements collection and tax fund redistribution,
and changes in land tenure Basic individual freedoms and free
arrangements, and making enterprise are respected.

progress toward respeot for
the rule of law, freedom of
expression and of the press,
and recogniaing the importance
of individuql freadom,
initiatiue, and private
snterprise,

(6) Adhering to the principles 6. Costa Rica does adhere to thoge
of the Act of Bogota and Principles.
Charter of Punta del Fate.
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{7) Attempting to repatriate 7. Political stability and a government

capttal inveated tn other policy encouraging investment in

countries by ite own citiazens. Private enterprise give an incentive
to the repatriation of local capital
invested in other countries.

(8) Othervise responding to 8. Costa Rica has a strong tradition of.
the vital economie, political, concern for the rural poor, includ-

and social concerns of ite ing programs in income redistributjion
psople, and demonstrating a and strong health and education
olear determination to take programs.

effective self-help measures.

B. Are above factors taken into B. Yes
azcount in the furnishing of the
subjiect assistance?

Treatment of U.S. Citizens by Reoipient Country

3.

FiA B 620(c). If assistance is 3. No
tc government, is the government
liabla as debtor or umconditional
grarantor on any debt to a U.S.
cittisen for goods or services
furnished or ordered where (a)such
citisen has exhausted available

legal remedier and (b) debt is

not denied or contested by such
government?

FAs 8 A20(e)(l). If aseistance 4. No
18 to a government, has t{t
(inaluding government agerciees

or subdivietons) taken any

actiorn which has the effect of
nationalising, expropriating,

or otherwise seising ownership

or oontrol of property of U.S,
oitisens or entitigs beneficially
ownad by them without taking

oteps to discharge 1ts obligations
toward auch citisens or entities?
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S. FAA 8 620(0); Fighermgn'sg 5. Costa Rica has not seized or penalized
Proteotive Aot, 5. If ocountpry any U.S. fishing boat for fishing in
has eseised, or imposed any penalty International waters.
or saanation against, any U,S,
fiahing vesael on account of ite
fiahing activities in international
waters,

a. hae any deduction required by a. Not applicable
Fishermen's Protective Act been
made ?

b. has complete denial of b. Not applicable
ascistance been considered by
A.7.D. Adminietrator?

Relations with U.s, Government and
Other Nationes

6. FAA 8 620(a). Does recipient 6. No
country furnish assietance to
Cuba or fail to take appro-
priate steps to prevent shipe
or atroraft under ita flag
from ocarrying cargoes to opr
from Cuba?
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’-

lo.

Ll

FAA B 620(b). If assistance 7. Yes
ir to a government, has the

Svcretary of State determined

that it 78 not controlled by

the international Communist

movement ?

FAA 8 _620(d). If assistamce is 8. No such productive enterprise is to
for any productive enterprige be financed.

whioch will compete in the United

States with United States enter-

prise, is there an agreement by

the recipient country to prevent

export to the United States of

more than 20% of the enterprise’s

annual production during the life

cf the loan?

: 620(f). 1Ie recipiant country 9, No
a Communiegt country?

FAA B 620(1). 1Ia recipient country 10. No
tn any way involved in (a) subver-

gton of, or military aggression

Ggainst, the United States or any

country receiving U,S. assistance,

or ’b) the planning of suoh sub-

veraion or aggression?

FAA B 620(j). Has the oountry 11, There has been no mob action in Cos-
permitted, or failed to take ta Rica in recent history against
adequate measures to prevent, U.S. property, :

the damage or destruction, by

mob action, of U.S. property?
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ls.

4.

7'5'

le.

£ 8 620(1). If the country 12. Costa Rica participates in the invest-
as fatled to inetitute the ment guarantee program.

inveatment guaranty program

for the specific risks of

expropriation, in convert-

ibility or oonfiscation, hae

the A.I.D. adminiatration within

the past year considered denying

assistance to such government

for this reason?

FAA 8 620(n). Does recipient  13. No
country furnish goods to North
Viet-Nam or permit ships or

airecraft under its flag to

earry cargoes to or from North
VietiNam?

FAS 8 620(q). Is the government 14. No
of the recipient country in

default on intereast op principal

of any A.I.D. loan to the

country?

FA4 8 620(t). Has the countpy 15. Costa Rica has diplomatic relations
severed diplomatic relations with the U.s.

with the United States? If so,

have they been resumed and

have new bilateral assis tance

agreements been negotiated and

entered into ainoce such resumption?

FAA B 620(u). What {8 the Pay= 16. Costa Rica is not in arrears with
ment status of the country's U.N. regard to U.N. obligations to the
ohligatione? If the country is extent of affecting its voting rights
in arrears, were such arrearages or its continued U.N. assistance.
taken into account by the A.I.D.

Admin<gtrator in determining the

current A.I.D. Operational Year

Budget?
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1,

18

FAA 8 481. Has the governmgnt of
rectptent country fatled to take
adequate stepe to prevent narcotio
tirugs and other Yontrolled sub-
ttances (ae defined by the Compre-
henstve Drug Aduse Prevention and
Control Aet of 1970) produced or
procesessd, in whole op in part, in
such oountrg, or transported
through suc country, from being
eold tllegally within the jurie-
diotion of suah country to U.S.
fovernment personngl op their
dapendents, op from entering the
U.s. unlawfully?

Fan, 1923 8 29. r1f (a) military
base te looated in recipient
country, and was constructed opr
t8 being maintained op operated
with funde furnished by U.s., and
(h) U.S, personnel earry out
mi.litary operations from such
bose, has the Prestdent detepr-
mined that the government of
recipient country has authoriased
regular aocess to U.S. corres-
pondente to such base?

Military Expendi tures

ls.

FAA_8 620(8). What percentage of
country budget ts fop military
expenditures? Houw much of foreign
exzhange resources épent on mil{-
tary equipment? Hou much spent for
the purohase of 8ophisticated
weaponn systemg? (Consideration
of these points is ¢o be coor-
dinated with the Bureau for
Program and Polioy Coordination,
Regional Coordinators and Nilitary
Aseiatance Staff (PPC/RC), )

17. Costa Rica has taken adguate
drug control measures.

18. There are no military bases in
Costa Rica.

19. Costa Rica has no real military
establishment. Negligible amounts
of the National Budget and fore;’n
exchange are spent to support
the small internal security force.
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CONDITIONS OF THE LOAN

GConeral Soundnese

20.

2.

22.

R

FAA_R 201(d). Information and 20.
conecTuston on reasonableness

and legality (under laws of
country and the United States)

of lending and relending terms

of the loan.

FAA B 251(b)(2); & 28l(e). 21,

Information and conclusion on
a2tivity's economio and
technical soundness. If loan
t2 not made pursuant to q
multilateral plan, and the
amount of the loan exceeds
$100,000, has country submitted
to A.I1.D. an application for
such funds together with
assurancee to indicate that
Sunde will be used in an econom-
iteally and technically sound
manner?

FAA 8 251(b). Information and 22.
concluston on oapacity of the
country to repay the loan,
tnoluding reasonablengss of

repayment prospeots,

FAA B 251(b),
conclusiton on avatlability of
financing from othep free-worild
aourcee, including private
sources within the United States.

Information and  23.

The loan terms are reasonable for the
type of activity involved and legal
under the laws of Costa Rica and the
U.S.

The loan is economically and technical-
ly sound as det@iled in the loan

pPaper. A loan application with assuran
ces has been received.

The termgof the loan are within the
capacity of Costa Rica to repay and
there are reasonable progpects of
repayment.

Because of the nature of the projects
to be financed, it is determined that
other sources of financing are not
available on reasonable terms.
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24. Far B 6li(a)ll). Prior to
s7gning of loan will there be
fa) angineering, finanecial,
and other plans neoessary to
carry out the aceistance and
(b) a rcasonably firm estimgte
of the cost to the United States
of the aseistance?

285. FAA B 6ll(a)(2). If further
legiuldtive qction is required
withir reoipient country, what
ie basite for reasomable expec-
tation that euch action will be
completed tn time to permit
orderly accomplighment of

purpose of loan?

26. FAA B Bli(e). If loan i8 for
Capital Aesistance, and all

U.3. asstatance to project now
exceeds 81 million, hae Migsion
Director oertified the country's
capabiiity effectively to
maintain and utilise the project?

Loan's Ralationshi to Aohievement

of Country and Regional Goals

27, FAA 8 207: 8 e5l(a); & 113.
Fxtent to wﬁiaﬁ aeaiatance

refleote appropriate emphastie

on: f(a) éncouraging develop-

ment of demooratio, eoonomio,
political, and sooigl institutions;
(b) salf-help in meeting the
coutry's food needs; (c) im-
proving availability of tpgined
manpower tn the oountry;

(d) programs designed to megt

the ocuntry's heglth needs;

24,

25,

26,

27,

Yes

No further legislative action ia
required.

Yes

The loan encouruges local community
Participation in development activities
and countributes to the increased
availability of food for internal
consumption, Training is provided in
farm management, marketing and proces-
8Lag technology.women will be involved
directly in implementation of the
pProject.
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28,

1P,

3.

(e) other important areas of
ceonomie, political, and social
development, tncluding industry;
free labor unions, cooperatives,
and Voluntary Agencies; trans-
portation and communication;
plaaning and public adminiatration;
urban development, and moderni-
2ation of exiating lave; onr

(f) integrating women into the
recipient country's national
ecovomy,

Fan 8 209. TIs project susceptible
of execution as part of regional
project? If so why is project not
80 crecuted? .

FAA 8 251(b)(3). Information and
conclusion on activity's relation-
ahip to, and consistency with,
other development activities, and
1to contribution to reclisable
tong-~range objectives.

FAA 8 !51(b)(7), Information and
conclusion on whether or mot the
activity to be financed will
contribute to the achievement of
oelf-suntaining growth,

FAA 8 209; 8 251(b)(9).
Informatyon and conelusion

whethker anotetance will

encourage regional development
programs, and contribute to the
cconomic and political integration
of Latitn Amartoeq.

29,

30.

N,

- The project is local in nature.

Activity is fully consistent with
the country's principal social
and economic. priorities: food
self-sufficiency and improved
distribution of income.

Activity-will encourage agricul-
tural production and improve the
well-being of rural families.

The loan is, by its nature,
‘expected to have a Primarily local
impact.,
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8.

3¢

3.

FAA B 251(g); 8 111, TInfor-
mation and conclustion on uee of

lcan to assist in promoting the

cooperative movement im Latin
Amerioa.
FAA 8 2S1(h). Information

and conelusion on whether the
activity ie consistent with the

32. The loan does not assist

the cooperative
movement directly.

33. The loan isg consistent with the find-
ings of the latest CIAP Review.

findings and recommendations of the
Inter-American Committee for the

Alliance for Progress in tte

annual review of national develop-

ment activitige.

FAA 8 281(a).
wkioh the

mic development on the
people of the country,
encouragement of democratic,

private, and looal governmental

tnstitutions.

Desoribe extent to
oan will oontpibute to
the objeotive of qssuring maximum
participation in the taask of eocomno-
part of the
through the

34. The project is of a grafroots
nature and will stimulate communi ty
interest and pParticipation,

FAA 8 281(b). Desaribe extent to 35. The project rédponds directly to

whioh program recognises the
partioular needs, desires, and
capaoities of the
oountry; utilimes the oountry's
inteileoctual resourcaes to
encourage institutional devel-
opment; and supports oivie

people of the

basic needs of the rural poor.

The country's intellectual resources
will be well utilized. Training
will be prgvided to field person-
nel and in some cases to profession-
als in specialized areas relative

to the program,

education gnd training in skille

required for effeotive

partiei-
pation in governmentql

and

political processes essenttal to

self-government,
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30.

37.

FAA 8 601(a). Information and 36. The project is directed toward increas-
conclustions whether loan will ing the profitability of small farm
ancourage efforte of the country enteinrises, thuas fostering private
te:  (a) itncrease the flow of initiative. Provisions are also the
international trade; (b) foster technical efficiency of MAG, ITCO and
private tnitiative and competition; other GOCR institutions working in

(¢) rncourage development and use agriculture,

of croperatives, credit untons,

and ravinge and loan aseoctations;
(d) discourage monopoligtie
practices; (e) improve techniocal ,
effictenoy of tindustry, agrioculture,
and commeroce; and (f) etrangthen
free labor unione.

FAA 8 619. 1If assiastance i@ for 37. Costa Rica is not a hevwly independent
newly independent country; ia it country.

furnished through multilateral

organications or plane to the

mazimum extent appropriate?

Loan's Effect on U.S. and A.I.D.

Program

18 . . 8 102, Information 38. No major effects are foreseen,
anﬁ ocnoilusion on posstible effeots Procurement will be from Code
of locan on U, S, eaonomy, with special 941 and thus help.the U.S. balance
referenoe to areas of substanttial of payments in the long run.

9.

labor surplus, and ertent to vhich
U.S. commodities and assistance are
furnished tn a mannep consiatent
with improving the U.s, balance of
payrients poasition.

FAA 8 252(a). Total amount of money  39. No part of the loan is going

under loan which is going directly directly to private enterprige.
to private enterprige, ia going to $2,500,000 will go to inter-
intermediate credit institutions op mediate credit institutions.

other borrowere for use by private
enterprine, i8 being used to finanoe
importo from private 8ources, or 1ip
othervise being uged to ftnance
procurements from private souroces.
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“.

‘l‘

2.

43.

““

FAa § 60L1(b). Information and
conalusion on how the loan will
gncourage U.S. private tpade and
tnvastment abpoad and
encourage private U, S,
tn foreign assistance programes
fincluding uge of private trade
channgls
private enterprise),

FAA 8 601(d). If a capital
project, are engineering and
professional services of U.S.
firme and theip affiliates used
to the maximum extent consigtent
with the nationgl interest?

FAA 8 502, Information qnd
concltusion whether U,gs, emall
businens will participate
equitably itn the furnishing of
goods and services financed by
the loan,

FAA % 620(h). wi1: the loan

promoie or assist the foreign
aid projacte opr activitigs of
the i"ommuniet-Bloe countrigs?

FAA 8 627, If Technioal
Asoistance ig financed by the
loan, information and conoclusion
whether gsuch as8istance will be
furnished to the fullest
practicable as goods and profes-
8ional and othegp 8ervices from
griqate eénterprise on g contract
asts,

Federul agenmoigs

tnformation gnd conclusion on

40. The loan will not have

how ¢ wiyy
participation

and the services of U.S.

a large effect

on U.S, trade or Investment

41. Not applicable

42, Yes

43. No

44. Technical assistance for the pProject
will be obtajined from private enter-
Prise on a contract basis,

If the facilitige of other
will be utilised,



CAID 1210-2 (§-74) - 15 -

whether they are particularly
o«ttable, are not competitive with
pricate enterprise, and ocan bg

madc available without undue
interference with domegtie programs.

loan's Compliance with Speotfie Requirements

16. FAas2 8 110(a); 8 208¢(e), Hae the 45. Yes
recipient eountry provided
ansurancee that <t will provide
at least 25% of the costs of
the program, projeot, or aoti-
vity with respeot to whioh the
Loan i8 to be made?

48. FAA ll2. Will loan be used 46. No
to finance police training onr
related program in reoipient
country?

97. FAA 8 114. Will loan be used to 47. No
pay for performance of abortions
or to motivate or coerce peraone
to practioce abortions?

90. Faq B 201(d). Is interest rate 48. Yes
of loan at least 2% per annum
during grase period and qt least
3% per annum thereaftenr?

98 FAA B _604(a). Will all commodi ty 49. Yes. Procurement will be from Costa
proourement financed under the Rica and Geographic Code 941 countrie
loan be from the United Statees
eroept as otherwise determined
by the Prestdant?

50. FAL B 60d(b). What provision is 50. N,A,
mace to prevent finanoing commodity
procurement in bulk at prices higher
than adjusted U.S5. market price?
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61, FraA § 604(d). If the coop- 51. Yas

eraiing oountry disoriminatee

agarnet U.S. marine insurance
companies, will loan agreement

roquire that marine {nsurance

be placed in the United States

on commodities financed by the

loan?

52. FAA 8 604(e). If offshore procure- 52. Not applicable
ment of agricultural commodity or
product is to be financed, is there
provision againet such pro:urement
when the domeztic price of such
commodity {s less than parity?

583. FAA B 604(f). If loan finances a 53. Yes
commodity import program, will
arrangements be made for supplier
certification to A.I.D. and A.I.D.
approval of commodity as eligible
and suitable?

§d. FAA_8 608(a). Information on 54. Excess property will be used if it
mecaures to be takenm to utilise is practical. The standard provision
U.S. Government excess perasonal will be included in the Loan Agreement.
property in lieu of the procurement
of new ttemes,

58 PAA B 611(b); App. 8 101. If 55. Not applicable
loan finanoes wataer or wvater-
related land resource oonstruotion
projeot or program, ia there a
benafit-coat computation made,
ineofar as praoticabls, in
aogordance with the procedures
set ferth in the Mamorandum of
the Preatident dated May 15, 1962?
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S6.

59.
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FAA 8 6ll(c). If contracte for 56. The Loan Agredment will so provide.
ronatruction are to be financed,

what provieion vwill be made that

they be let on a competitive bastis

to mcximum extent practicable?

FAA B 6l2(b): 8 638(h). Describe 57. The United States will finance

steps taken to assure that, to the costs of the project, and the
maximum extent possible, the country host government is making a sub-
i8 contributing local currencies to stantial contribution to the
necet the cost of contractual and local costs.

other services, and foreign currencies
owned by the United States are utilised
to meet the cost of contractual and
cther servicees.

App. 8 113. Will any of loan funde be used to 58. No
acquire currency of reoipient country

from non-U.S. Treasury sources when ex«

cces currency of that country is on

depoait in U.S. Treasury?

FAA 8 612(d). Does the United 59. None is owned by the United States.
States own excees foreign currenoy

and, if 8o, wvhat arrangemsnts have been

made for its release?

FAA 8 620¢( '1), What provieion is .60. The Loan Agreement will not allow
there againat uee of subjeot funds to be used for this purpose..
aseiotance to compensate owners

for exprop»iated or nationalised

property?
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FAA 8§ 620(k). If construotion
of productive enterprise, will
aggregate value of assistanoce
to be furnished by the United
States exceed $100 million?

FAA § 636(17).
¢ used to finanoe purchase,
term lease, opr exchange of motop
vehicle manufactured outside the
United States, opr any guaranty of
such a transaotion?

App. 8 103.

used to pay pensions, eto,, Jor
military personnel?

App. 8 los.
projeet, 18 there provision fop

A.I.D. approval of all contraotors

and contract terma?

App. 8 107, wi1: any loan funde
¢ used to pay UN assessments?

App. 8 109, Compliance with
regulations on employment of U.S.
and looal peraonnel, (A,r.D.
Regulation 7),

61. No

Will any logn funds be

If loan te fop ocapital

Will any loan funde 62. No
long-

64. Yes

65. No

66. Yes, it wil} be required.
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67.

8o,

70.

4 8 110. Will any of loan 67. No
funao be used to oarry out pro-
viatons of FAA 88 209(d) and 251(h)?

App. 8 ll14. Describe how the 68.
Committee on Appropriatione of

*he Senate and House have been or
will be notified ooncerning the
activity, program, project,

country, or other operation to be
financed by the Loan.

App. 8 60l. Will any loan funde ¢9,
BEEuaaa for publioity or

propaganda purposes within the

United States not authorised by

the Congreses?

MMA B 901.b; FAA 8 640C. 70a.

(a) Compliance with requirement
that at least 50 per centum of

the groea tonnage of commodities
(computed separately for dry bulk
carriers, dry oargo liners, and
tankers) finanoced with funde made
available under this loan shall be
traneported on privately owned U.S.-
flag commeroial vessels to the
extent that esuoh vesaels are
available at fair and reasonable
ratee.

(b) Will grant be made to loan b.
resiptent to pay all or any portion
of such differential as may exist
between U.S. and foreign-flag vessel
rates?

This will be done by AID/W by
normal procedures.

No

The loan Agreement will so provide

No
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Certification Pursuant to
Section 611(e) of the
Forelgn Assistance Act

as Amended

I, Joe J. Sconce, the prinecipal officer of the Agency
for International Development 1n Costa Rica, do herewith

Thds Judgment is based upon the record of implementation of
AID-financed projects in Costa Rica and the results of the

Joe J. Sconce
n AID Affairs Officer
SAID/Costa Rica

_»_&,i%ub 2, 1599
Date r
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LOAN APPLICATION

The loan application has not yet been received
from the Government of Costa Rica. It will be
obtained prior to authorization.
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PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS
PART II

Neme of Contry: Costa Riea Name of Project: Commodity Systems
Number of Projuct: 515-0134
Pursuant to Part I, Chapter 1, Section 103 of the Foreign

Aisistance Act of 1961, as amended, I hereby authorize a Loan to
the Government of Costa Rica the "Cooperating Country" of not to

amount of the A.I.D. financing herein authorized for the project

1 approve the total level of A.I.D. appropriated fim
planned for this project of not to exceed Five Million Five Hundred
‘Thousand United States Dollars ($5,500,000).
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A, Interest Rate and Terms of Repayment

The Cooperating Country shall repay the Loan to A.I.D.
in United States Dollars within twenty (20) years form the date of
first disbursement of the Loan, inclgding a grace period of not to

the Central American Common Market or in the United States or in
countries included in A.I.D. Geographic Code 941 except as A.I.D,
mAay otherwise agree in writing. Ocean Shipping financed under the
Lean shall be procured in any eligible sowrce country except the
Cooperating Country.,

C. Condition Precedent to Initial Disbursement

Prior to any clisbursement, or the issuance of any com-
mitwent documents under the Loan Project Agreement, Borrower/Grantee
shall tumish in form and substance satisfactory to A.I.D. s evidence of
Lhe cstablishment within the Ministry of Agriculture of an Implementa-
tlon Unit with the authority and the responsibility necessary to
Administer the Project; ancl a Marketing Unit to Provide a troad range
of mirl:ieting information énd technology to farmers throughout Costa
Kiew, with particulap emphiasis on the needs of the smaller farmer,

n. Condition Preceadent to Disbursement

Prior to any disbursement or the issuance of any cammitment
documents under the loan, Horrower shall furnish

l. a description of al} technical assistance, training,
research and farm p Zemert activities expected to occur;

UNCLASSIFIED
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2. the timing and interrelationship of these
activities; and,

3. the source and use of Borrower and Loan funds to be
employed in each activity.

F. Condition Precedent to Disbursement

Prior to disbursement of the issuance of camitment documents
for (‘redit Operations, Borrower shall furnish, 1n form and substance
satisfactory to AID, a statement of the eligibility criteria for sub-
borrowers and the policy that the National Banking System will use in
providing short and medium term credit to farmers participating in the
Project, and a confirmation that Banking System resources equivalent to
Two Million United States Dollars ($2,000,000) for short term lending and
Two Million Two Hundred and Eighty Five Thousand United States Dollars
($2,285,000) for medium term lending will be contributed to the credit
find on a timely basis as part of the Borrower counterpart contribution
to the Project.

FF. Condition Precedent to Disbursement

Prior to any disbursement for credit for each new crop or
technology, the Borrower will present AID with: (1) the research
which demonstrates the technological and economic feasibility of the new

crop or technolory; and (2) the first farm plan covering that crop or
technology.

G. Covenants

1. Borrower shall covenant that prior to the beginning of each
calendar year, the Goverrment of Costa Rica shall submit, in form and
sutstance satisfactory to AID, a detailed werk plan, the same in scope

a5 the plan accepted in compliance with Section D above, for the
year's activities.

2. Borrower shall covenant to maintain, for a mutually agreed
period extending beyond the final disbursement of the Loan: (1) the
level of the credit fund at the total amount of Loan and counterpart
trawn down during, the term of the Project, through periodic replenishment
of funds; and 1f the utility and acceptance of the systems approach is
established in the Project, (2) the training, farm management, and

research activities at the level achieved in the best year of the
proiect.

UNCLASSIFIED
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INITIAL ENVIRONMENTAL EXAMINAT ION

PROJECT LOCATION: Costa Rica

PROJECT TITLE: Commodity Systems

FUNDING: FY 1977 Development Loan $5,500,000
LIFE OF PROJECT: Four (4) years

IEE PREPARED BY: Heriberto Rodriguez

U"AID/General engineer
DATE : August, 1977

ENVIRONMENTAL ACTION

RECOMMENDED: That the project will not have a significant
effect on the environment, and therefore a
negative determination is appropriate,

CONCURRENCE : Joe J. Sconce, AID Affairs Officer
USAID/Costa Rica

DATE : August, 1977
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UNCIASSIFIED

Separate PiNs were previously submitted for the land Produc—
Livity and Rural Bmployment Loan, and the Small Farmer Income Grant.
Thete two proposals have been combined here into one Commodity
nyutems loan. A separate Initial Environmental Examination was
don~ for each’PID. An Environmental Threshold Decision (LA/DR IZE-
77-?24) for Negative Determination was made by the Assistant Ad-
ministrator for lLatin America for the Land Productivity and Rural
Imployment proposal.

This Project will deal largely with small farmers, providing
thom with:

-- Assistance on farm planning, and crop diversification to
improve land productivity and rural employment.

-~ Information and resources for post-harvest handling,
storage, or processing of their products.

UNCLASSIFIED
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IMPACT IDENTIFICATION AND EVALUATION FORM
Impact
Identification
and
Impict Arcas and Sub-areas v/ Evaluation 2/
A.  LAND USE
1. Changing the character of the land through:
a, Increasing the population N
b. Extracting natural resources N
c. Land clearing N
d. Chancing soil character N
2. Altering natural defenses N
3. Foreclosing important uses N
4. Jeopardizing man or his works N
5. Other factors
Improve  land resource utilization L
B.  WATER QUALITY
1. Physical state of water N
2. Chemical and biological states N
1. Ecological balance R

4, Other factors

)/ Sce Explanatory ilotes for this form.

2/ Use the following symbols: N - No environmental impact

- Little environmental impact

- Moderate environmental impact
- High environmental impact

-~ Unknown environmental impact

cIn X



IMPACT IDENTIFICATION AND EVALUATION FORM
M

C. ATHOSPHERIC

1. Alr additives

ANNEX 6 -
Page 4 of 6

N

2. Air pollution N
3. Noise pollution N
4. Othc- factors

D. NATURAL RESOURCES
1. Diversion, altered use of water N
2. Irreversible, inefficient commitments N
3. Other factors

E. CULTURAL
1. Altering physical symbols N
2. Dilution of cultural traditions N
3. Other factors

| SOCIO-ECONOMIC
1. Changes in economic/employment patterns L
2. Changes in population N
1. Changes in cultural patterns L

q. Other factors
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G.  HEALTH

1. Changing a natural environment N

2. zlilunating an ecosystem element N

3. Other factors
H. GENERAL

1. International impacts N

2. Controversial impacts N

3. Larger brogram impacts N

q. Other factors

I. OTHER POSSIBLE IMPACTS (not listeqd above)

See ut tached Discussion of Impacts.
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lNClASSI_PIED
DISCUSSION OF IMPACTS
A. Land Use
Other factors referreq to as Little impact: ve
land Utilization =
————c22lzation

ncreased land Productivity and

pProtection of
the enviromment.

F. Socio-Economic

Limited changes in economic/employment patterns: pos-
sible increases in employment,

Limited es_in cultural ttems: more employment
opportunities for rurg women an .

UNCLASSIFIED
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LIST_OF VALUABLE NEW CROPS SUGGFSTED FOR INTRODUCTION,

MULTIPLICATION AND DISTRIBUT1ON

Tree Crops (Fruits, nuts, specialty crops, forest species)

A’

Citrus Types (Fruits)

1.

3.

Orange (Citrus sinensis) - Parson Brown,
Valencia, Washington Navel, Texas Navel,
Dream Navel, Paradise Navel, Robertson
Navel, Trovita, Bahianinha, Summer Navel,
Hamlin, Pineapple, Mars, Jaffa.

Limes (Citrus aurantifolea) - Key, Mexican,
West Indian, Tahfti, Persian, Bears,
Enstis, Lakeland, Idemor.

Grapefruit (Citrus paradise) - Duncan, Mars

Seedless, Thompson, Foster, Ruby, Burgundy
Red, John Gamner.

Tangelo (Citrus Hybrids) - Temple . Minneola,
Orlando, Seminole, Thornton, Wekiwa, Webber,

The Pearl, San Jacinto, Robinson Osceola, Lee,
Chironja, Murcott.

Mandarin (Citrus reticulata) - King, Emperor,
Willowleaf, Beauty, Dancy, Cleopatra, Kinnow.

Citrus Rootstock - Cleopatra mandarin, Trifoliaste

citrange, Carrizo citrange, sour orange, rough
lemon, calamondin.

Non-Citrus (Fruits)

1.

Mango (Mangifera indica) - V.aden, Irvin. Keitt,
Kent, Carrie, Edward, Earlv Gold, Zi/1, Pairi,
Fairchild, Lippens, Palmer, Springfela, Bombay,

Julle. Smdel’lhl. Hﬂih. cﬁo‘lﬂll. mu.
Saigon.




2.

10.

11.

12.

13.

14.
15.

ANNEX
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Avocado (Persca americana) - Simmonds,
Pollack, Catalina, Waas, Puebla, Fuerte,
Lula, Choquette, Rooth 8, Hall, Collinred,
Kampong .

. Guava (Psidium guajava) - Supreme, Red

Indian, Rolfs, Ruby.

Rambutan (Nephelium lappaceum) - Leebak-
+booloos, Seematjan, Seenjonja, Seetang-
kooweh, Seelengkeng, Seekonto.

Sweetsop (Annona squamosa) - various clones.

Soursop (Annona muricata) - various clones.

Sapodilla (Achras zapota) ~ Prolific, Russell,
Betawi, Koolom, Apel Benar, Apel Leelin,
Brown Sugar.

Sapotee (Calocarpum App.) - various clones.

Papaya (Carica papaya) - Solo, Bluestem,
Graham, Betty, Fairchild, Kissimee, Hortase
old.

Bananas ‘(Musa spp} - Gros Michel, Cavendish,
Lacatan, Williams Hybrid, Lady Fingers, Date,
Apple, Plantain,

Coconut (Coco nucifera) - Malaya Dwarf,
Jamaican Dwarf (yellow).

Mangosteen (Garcinia mangostana) ~ various

clones.

Fips (Ficus carica) - Celeste, Green Ischea,
Kadota, Brown Turkey, Preston Prolific.

Mamey (Mammea emericana) - various clones.

Lychee (Litchi chinensiu) ~ Brewster, Peerless,
Craff, Ma:zitius, Bengal.
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Nut Trees.

1. Macadamia_(Macadamia integrifolis) - Ikaiki,
Kakea, Keauhou, Waflua, Rurdick.

2, Cashew (Anacardium occidentale) - No
specific named varieties.

3. Pil4 Nut (Canariuvm ovatum) - No named
varieties.

&. SapucaciaNut (Lecythis elliptica) - no nemed
varieties.

5. Pistachio Nut (Pistacia veras) - no named

varieties.

Specialty Crop Trees.

1.

2'

30

Nutmeg (Myristica fragrans) - No named
varieties.

Cinammon (Nrpamomm zeylanicumiNo named
varieties,

Bay (Pimenta racemsa ) - No named
vatieties.

Yoresat Species Trees.

1.

b,

3.
6.

Australian Pine (Cassuarina spp.) No named
varieties.

Ipil-1pil (Leucaena glauca) ~ No name<
varieties.

Eucalyptus (Eucalyptus spp.) - No named
varieties,

Mahogany( Swietania Mahogani)- No named
varieties.

Teak (Tecanus spp)
Bamboo ( Bambasa spp ). Various species.
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Non-Tree Fruits,

1.

2'

3.

7.

West Indian Cherry or Acerola (Malpighia glabra)
- Sweet Florida, other clones.

Pincapple (Ananas comosus) - Cayenne, Cabezona,
Queen, Red Spanish, Pernambuco, Monte Lirio,
Abachi, Sugar Loaf, Andina, Prancescs.

Grapes (Vitis spp) - Lake Emerald, Blue Lake,
Cuastan, Taylor, Red Niagra, Fairchild,
Tropics, Everglades, Largo, Tamiawi, Black
Spanisgh, Herbemont, Lenoir.

Pagsion Fruit (Passiflora edulis var. flavicarpa)

Raspberry (Rubus albescens) - Mysore, Queens-
land.

Strawberries (Fragaria spp) - Missionary,

Klondike, Ettersburg 121, Marshall, Florida 90,
Texas Ranger, Blakemore, Lassen, Solana, Fresno,
Torrey, Armore, Daybreak, Brightmore, Klommore.

Pomgranate (Punica granatum) - Wonderful, Paper-
Shell, Spanish Ruby, Purple.

Non-Tree Commercial or Specialty Crops.

1.

Pepper (Piper nigrum) - Balamcotta, Korintji,

Djambi, Belantung, Lampong, Muntok, Kalluvalli,
Kal-Balamcotta.

2. Vanilla (Vanilla planifolie) - ‘Bourbon,

3.

Javanese.

Tea (Thea sinensis) - Chinese bokea.

Cereal Crops.
1. Maize (Zea mays) - various o#nthetico from
CIMMYT iHexico)
2. Rice (Oryza sativs) - various cultivars from
 IRRI (Philippines) and CIAT (Colombia)
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J. Sorghua (Sorphum bicolor) - vartious
cultivars from ICRISAT (Indta)

Food Grain Legumes,

1. Field beans (Phaseolus vul aria) - climbing
and bush cultivars from CIAT.

2. Cowpess (Vigna unguiculata) - Cultivars
from IITA (Nigeria)

3. Chickpeas (Cicer arietinum) - Cultivars

from ITRISAT.

4. Pigeon Peas (Cajanus cajan) - Cultivars

from ICRISAT, Univ. W, Indies, Puerto Rico.

011 Seed Crops.

1. Peanuts (Arachis liypogaea) - strains from
Univ. Fla. Univ. Ga., USDA.

2. Soybeans (Glycine max) - Tropical varieties
from Univ. I11,

), Sesame (Sesamum indicum) - varisties from
Venezuela, India, Univ. Calif.

4. Sunflower (Helianthus annuus) - open pollinated
varieties from U.S. and C. American Countries.

Rootcrops.

1. Cassava (Manihot esculenta) - (clones from CIAT)

2. Yams (Dioscorea spp. including rotundata, alats,
cayenensis, esculenta, bulbiferas and trifeda)

improved varieties from USDA Pederal Station,
Puerto Rico.



4.

s.
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Sweet Potatoes (Ipomoea batatas) - improved
varieties from Puerto Rico, UWI, Southern
U.S. and Central America.

Potatoes (Solanum spp.) - varieties from CIP
(Peru)

Taro or Dasheen (Colocasia esculenta) varieties

from WI, Hawaii.

Yautia or Eddoe (Xanthosoma SppP.) - varieties

from WI1, Hawaii.

Yam Beans i ) - varieties
from Thailand, Indonecia.
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Vegetable Seed (* or plants).

1.

s.

Amaranthus * (Amaranthus gangeticus) -
no named varieties.

Asparagus (Asparagus offianalia)- Martha
Washington, other varieties gruwn in tropical
countries.

Beans (Phaseolus.vulgaris) - Karo, Dade Pole,
Alabama No.l, Coffee Wonder, Isbell's Nematode
Resistant, Springwater, Wade, Corneli 14,
Extender, Blue Lake 231, Harvester, Top Crop,
Florigreen, Seminole, Ky Wonder.

Beets (Beta vulgaris) - Detroit Dark Red,

Long Season, Early Wonder, Tall Top.

Cole Crops.

a. Cabbage (Brassica oleracea) (var. capitsls),
Succession, Perfection Drumhesd, Wisc.
Hollander, Premium Flat Dutch, Wisc. All-
season, Badger Market, Ditmarch, Marion
Market, Copenhagen Market, Early Flat Dutch,
Premium Late Flat Dutch.

b. Cauliflower (Brassica oleracea var. botrytis)
- Sutton's Early Patna, Pua Kesa.

c. Broccoll (Brassica oleracea var. Lotrytis)
DeCicco, Texas 107,

d. Kholruti (Brassica oleraces) - greea and
purple varieties,



7.

9.

i2,

‘,‘

th,
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Cucumher (Cucumis sativus) - Table GCreen,
Pixie, Ashe, Polaris, Palmett (6), Ashley,
Stono, Palomar.

Carrots (Daucus carota) - Danvers Half Long,
Chatenay, Oxheart.

Corn, sweet (Zea . mays) - U.S.34, Honey
June, Deep Gold, Sweet-angold, Asgrov Golden,
Golden Security, Calumet, Surecrop.

Eggplant (Solanum melongena) - Florida Market,
Kopek, Rosita, Florida High Bush, Purple Thorn-
less.

Lettuce (Lactuca sativa) - Head Lettuce varietiest
Creat Lakes 659 and others, Pennlake, Valverde,
Primaverde, Kulanui and Leaf Lettuce varieties:
Salad Bowl, Ruby, Bath Cos.

Musiomelon (Cucumis melo) - Smith's Perfect,
Georgia 47, Seminole, Edisto.

Okra (Hibiscus esculentus) - Clemson Spineleses,
Perkins Spineless, Emerald, Louisiana Market,
Cold Coast, Pusa Sawani.

Onion (Allium cepa) - Texas Early Grano, Excel
Bermuda, Eclipse, White Grano, L 36, Red Creole,
White Creole, Red Spanish, White Spanish, Yellow
Spanish.

Pess (Pisum sativum) - Burpeeana, Asgrow 40,

Canner 75, Greenfeast, Thomas Laxton, World Record,
Freezer 37, Alaska, Ronda, Shasta, Surpriee,

Wando, Manoa Sugar, Dwarf.Grey Sugar.
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15. Pepper - Rell (Capsicum anuum) - World
Beater, Yolo Wonder, Liberty Bell, Key-
stone Resistant Grant - Hot (Capeicum
frutescens) - Tabasco, Anaheim Chil{i,
Mexican, Long Thick Cayenne, Hungarian,
Paprika, Spanish Psprika.

16. Popcorn (Zea mays) - Purdue 410, Purdue
605.

17. Pumpkin (Cucurbita spp.) - Cuban or Cama-
gueyana, Fortuna,

18, Watermelon (Citrullus vulgaris) - Charlestom
Gray, Garrisonian, Hope Dismond, Florida
Giant, Purdue Hawkesbury, Blue Ribbon
Klondike, Congo, Blackstone.

N, Ornamental Plants,

l. Foliage ornamentals (The wide variety of
indigenous ornamental foliage plants as
well as those that have previously been
Imported, provides an excellent base
from which collections of foundation
parent plants could be established for
commercial scale propagation and sale
of small, medium and large sized plants.
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METRODS OF PROPAGATION

Crops propagated by budding, air layering, marcotting
or by various grafting methode:

Allcitrus gpecies

mango sweetgop lychee
avocado sapodilla bay
rembutan mamey cinnamon
mangosteen fig cashew

- Crops propagated by cuttings:

sugar cane passion fruit acerola cherry
pineapple swveet potatoes potato

black pepper yam fig

grape cassava vanillp
macadania tea

Crops propagated by divisions or plantlets:

rasberry asparagus bananas
strawberry plantain

Crope propagated by seed:

most vegetables cashew nutmeg
all grain crops passion fruit rambutan
all legumes guava papaya
sapotes coconut soureop

2ango sveetsop
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INCREANING THE PROFITABILITY OF BEAN PRODUCTION
FOR FARMERS IN LOS ANGELES

An Example of a Sub-Project

The Setting

The community of Los Angeles is located  on the slopes of the
mountitins about halfway between San José and San Isidro del General, It
iz a relatively isolated community about 12 Km. off the Panamerican High-
wiy, scerved by a third class road and without electricity. The majority of
the 110 familics depend directly on agricultural production for their liveli-
hood, with the principal crops being corn and beans. Eighteen of the fam-
ilies have cows, and slightly more have chickens. It isa very poor com-
munity nade up of small farmers.

The Problem

The major cash crop for 85 families of the Los Angeles community
is llack beans.

According to Dr, Pinchinat of CATIE, the variety of black beans
produced here are high Yielding and have excellent resistance to mosaics
and other plant viruses. It is estimated that bean production per hectare
in the field is about 1, 500 pounds, six hundred pounds above the country
aVerage. The problem faced by these farmers comes with the beginning of
hirvest. These farmers typically cut the entire mature beap plant and hang
them in ranchos or at the eaves of their houses to dry. However, drying
in this manner is difficult because of frequent rains and an almost constant
¢loud cover during the harvest months (October-December). As a result,
a significant proportion of the beans germinate in the pods and in effect rot,
A conservative cstimate s that 25% of the beans are lost in this manner.
This situation translates into a tremendous economic loss to the 85 farmerg
who produce beans, 'This loss i3 not a "foregone opportunity", but a loss actually
sustuined after the crop has been produced. To further quantify this problem, the
Approximately 100 hectares of beans produced in Los Angeles yield about 150, 000
pounds in total. The value of the 37,500 lbs. that rot after harvest have a current

value of 26£/1b, or a total value of $9, 750; a loss of abproxlmately $115 per family,
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‘The_Sub-Project Solution

The technical solution for drying.the Leans in the Los Angeles com-
munity is known. The small batch dryer design developed by the IRKI in
the Phillipincs is suilable with minor modifications. Such a dryer witha
maxirnum capacity of two tons per cday could be installed for less than
$2,000; operating cost is estimated to be about $5/ton. Therefore, it
appears to be an economically viable solution,

In order to take advantage of this technology, the farmers would
nced to organize themselves. The type of organizatiion chosen by the
farmers would be their decision, but a cooperative would probably be the
most advantageous.

To iinplement this sub-project, it is envisioned that: (1) the farmers
would organize themselves into a cooperative, with assistance from INFO-
COOP; (2) the farmers would build 2 simple rancho or shed as a central
plice of operations; \(3) the Project would secure drying equipment
required; (4) the MAG would provide TA for drying operations; | (5) NDirectors

e Attt of the CARs would stay alert to solve any unforeseen tech-
nical problems and carry out the evaluation.

The Expecled Result

It is expected that the 85 small farmers producing beans in the com=
wunity of Los Angeles will increase their cash sales for beans from an
average of 3360 each to an average of $450 each; a proportional increase of

more than 30%.

In addition to this short-term benefit to this particular group of farm=
ers, an organization will be in~place through which other cooperative
ventures can be launched, e.g. better storage,

The expericnce gained in this sub-project can also be replicated in
other communities by the institutions involved in implementation with re-
sources other than USAID support,



ANNEX 9
Page 3 of 7

INCREASING THE PRICE RECEIVED FOR CABBAGE
BY SMALL FARMERS IN THE COMMUNITY OF ZARCERO

An Example of a Sub-Project

‘The Setting

The village of Zarcero is located in the mountains about two hours ‘by road
northwest of San José. The community is made up of 500 farm families
most of whom are small farmers dedicated to the production of cool season
horticultural crops. Cabbage is one of the principal crops. Zarcero
produces 65 percent of the ten million pounds of cabbage harvested annually
in Costa Rica. There are 150 farms in Zarcero devoted to the production
of cabbage with an average planting of one hectare each. The average pro-
cduiction is 40, 000 pounds per hectare and the average farm gate price re-
ceived 1s U, S, two cents per pound for a “otal cash value of $800 per farm
family.

The Problem

‘The problem for most of the 150 small farmers who wish to increase
their incomes from cabbage production in Zarcero is not related to produc-
tion techniques per se, rather it is a problem of marketing their produc-
tion. Currently, the retail price of cabbage is about U.S. $.06/lb. The
wholesale price for cabbage in San José is four cents and prices received
Yy farmers is about 2£ per pound at the farm. These price differences
“re probably justifiable given the present marketing arrangements and
services extended by truckers and intermediaries. Among the major serv~
ices provided by intermediaries is bearing risk and uncertainty due to the
lack of market price and volume information, high spoilage and waste
(shrinkage) of cabbage as the product moves through marketing process
and transportation. Nevertheless, from the produce. point of view there
appears to be an opportunity to capture a greater proportion of the whole-
sale price by (1) modifying the present marketing arrangements, and/or
(2) providing some of the marketing services themselves,

The_Sub~Project Solution

First of all, there are certain technical innovations that would im=
} rové tho quality and economic value of the cabbage, e.g. field cooling,
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trimmming, grading. and crating. Currently, no attempt is made to re-
move the "ficld heat" from cabbage, trimming and grading is infrequent,
and trimsport is almost always accomplished by loading the cabbage in
bulk (without crates or bags) into stake-bodied trucks. Hence, these
practices are responsible for a substantial proportion of the spoilage and
wasle in the marketing system, the cost of which is reflceted in the wide
spread between prices paid to farmers and prices paid by consumers. The
initintion of these services at the producer level would add value to the
cabbage since spoilage and transaction cost would be reduced..

Sccondly, the concentration of cabbage production in Zarcero pro-
vides a good opportunity for the farmers to organize themselves to over-
come their chronic economic impotence as individuals, forced to accept
the prices offcred by passing truckers. The formation of a cabbage pro-
ducers cooperative or association would give the farmers a vehicle by
which valuc-adding services could be initiated and the economic returns
for such innovations could be captured with modified rbarketing arrange-
mcents. In chort, a cabbage producers cooperative with a significant
volume and a differentiated product could exercise the market power re-
quired to establish more efficient marketing arrangements, i.e. routinize
ordering, price quotations on standardized lots and grades, and less labor
intensive exchange functions.

To implement this sub-project it is envisioned that (1) the farmers

would organize thernselves into a cooperative
(2) the farmers would provide a "packing shed" and simple

(ables, wooden cocling troughs, and areas for cleaning, grading, and pack-
i'ng; (3)  the Project would design and secure crates and other equip-
ment needed to improve handling and transport to market; (4)it also would
provide short-terin technical assistance in both planning and operations of
packing shed activity,and provide specialized training to the cooperative
s1aff and members on proper handling, grading, and imarketing of cabbage;
(%) the CAR would monitor the planned activities, paying special attention
to the cominercial arrangements specified in the original plane to detect
problems and evaluate impact of the cooperative marketing arrangements.
ments,

The Expected Results

As a result of the volue adding activities accomplished by this subh-

project, the Zarcero cabbage producers will recejve U, S, $. 025 per pound, '
for ciobupe instead of only U, S. $.02 per pound as is the curreatly prevafl-
ing pr.ce. This would increase the averuge farmeass cash sales from $6800

ciach to 31, 000 each; & proportional increase of 25 percent.
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The mpcr?en.ce gained in this sub-project, if successful, can be
transferred to similar groups producing other perishable vegetables.
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EXAMPLE

Cltrus Processing

Problem: Smezlil farmers in the community of Londres and in other
regions of the country produce tons of oranges, lemons and grapefruits,
Nowever, because of saturation of the freshfruit market demand during the
peak harvest and the resulting low prices, it does not pay to pick the fruit,
Large amounts of fruit rot on the tree,

Possible Soluticn: Milk processing plants distribute "orange juice"
throughout most of the Meseta Central. The product they sell is based on
imported citrus concentrates.

Processors could improve their raw material supply by providing
transportation from growers to a central processing plant, offer prices
that would be sufficiently attractive to growers, and push for increaged
consumption of citrus juices, including grapefruit juice, lemonade and
mixcd fruit drinks.

Or, depending on cost/volume factors, cooperatives or farmers'
associations might assemble and process citrus juices for sale in bulk.
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EXAMPLE

Seed Potatoes

in the metropolitan market becauge producers nearer to San Jose enjoy
lower transportation costs. The potato market ig Very competitive, go
that Zarcero farmers find it difficult to sell for higher prices.

Solution: One solution for Zarcero producers would be to specialize
in the production of seed potatoes which would be marketed z higher priceg
in production areas. Costa Rica Presently imports a large proportion of its
needs for seed potatoes from Guatemala and from other countries,

Zarcero farmers alread
the sub-project support would be in supplying training to producers to carry
out the special harvesting and post-production treatment and handling that
secd potatoeg require,

To obtain ful} advantage from this New orientation the producers should
organize into a processing, storage, and marketing cooperative or ag-
sociation,

A possible second solution would be for a producers’ cooperative or
association to set Up a small installation to Prepare and market potaioes
rcady for frying, A very good market exists for this product in the many
restaurants in the Metropolitan Area,
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MAG MARKETING UNIT TASKS UNCLASSIFIED
I. Composition
Chief - Market Economist 12 poy/yrx
Plant Pathologist/Entomologist 12 po/yr
Plant Physiologist/Agronomist 12 pm/yr
Agricultural Engineer 12 pm/yr
Statistician 12 pm/yr
Secretaries (2) 24 pm/yr
II. Time Allocation to Responsibilities (Estimate)
Planning 10 percent
Research 20 percent:
Training 15 percent
Technical Assistance 35 percent
Market Information 10 percent
Administration 10 percent

II1I. Scope of Work (Examples Only)
A. Planning

~determination of overall work plans
-identification of marketing prohlems
~design of research work

-determination of training needs
-development of training work plans
-development of T.A. work plans

-planning for market information activities
~development of administrative procedures
-plan future marketing program activities

B. Research (Examples Only)

~conduct market studies in specific commodities

-conduct research in basic grain losses

-conduct research in on-farm handling of basic grains
-conduct engineering/economic studies in grain drying
-conduct studies of mycotoxin incidences and lavels
-conduct cost of production studies in non-traditional
crops/prclucts

-investigate market potential for non-traditional products
-conduct studies in market losses of fruits and vegetables
-develop improved methods of on-farm handling of selected
agricultural productsg

~develop package/container designs for various products

-investigate economics of improved packirg

~conduct economic studies on flow of products from farm
to consumar



ANNEX 10
Page 2 of 3

~conduct studies on transport costs

-conduct studies to resolve specific problems of product
losses due to diseases and insects

-develop simple grades and standards for specific products
~develop on-farm facilities/equipment for handling, packing
storing

-investigate economics of new products to be marketed
-conduct social research in marketing activities of farmer
groups

-investigate potential for on-farm and off-farm processing
of selected products

-develop simple conversion/processing methods.

Training (of MAG Personnel and Farmers) in:

-grain handling, drying, storing

-economics of handling/drying/storing

-cost of production methods

-assembly of products

-grading, sorting, packing of products

-economics of grades and standards

-container design/fabrication/use

-ooonomics of improved containers

-methods and economics of transport

-methods to employ to reduce losses due to poor
varieties, diseases, insects

-design and construction of facilities/equipment
to improve on-farm handling/storage

-record keeping

-food processing methods

-farmer warket associations

~specific preduct handling technology

-theory and practice of environmental control
(e.q., refrigeration, etc.)

-marketing economics

-crop planning

~Crop variety utilization

-harvest estimation techriques

-market outlet sources

Technical Assistance (to MAG Personnel and Farmers)

-Ad hoc market problem solving

-Grain handlinq/dryinq/ storage

-Grades and standards

~Container utilization

~Tranygport moans/methods

=Collection centers

~Packing ghed installation/operation methods
-Harket economics

-Refrigerated Btorage
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~Dry storage
=On-farm handling of specific products
~On~farm Processing/conversion methods
-On-farm marketing

-Local marketing of produge
-Wholesale marketing of produce

-Crop Planning

-Variety utilization

~Farmer group marketing activities

Market Information

-Develop methodology for information collection
~Collect data on prices and availabilitieg of '
major products daily

-Collate and compile data

-Analyze data

-Prepare data ip Summary form

-Make data available to PIADIC

-Publish data in nawspapers

-Disseminate data °>ver radio, T.v, stations
-Maintain records to show trends over time
-Make long-term recommendations to farmers
regarding crop Planning

-Distribyte information to MAG personnel

Administrative Responsibilities

~Develop procedures for operation of Marketing
information sub-unit

~Establish routine reporting procedures

~Perform ad-hoc administrative responsibilities

~Establish recorq System of Market unit
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TRABIBILITY STUDINS: SWeWNIES OF FIXDINGS

The Comnodity Systems Approach and the Private Sector,
Donald S. Leeper, May, 1977,

An Amalysis of Agricultural Marketing in Costa Rica,
Milton Lobell, March, 1977.

Interim Report on the Institute of Lands and Colonies (ITCO),
Charles Swett, June, 1977.

The Fcological Adaptability of Selected Economic Plants for
Smill Farm Production in Six Regions of Costa Rica,
Leslie R. Holdrige and Joseph A. Tosi, June, 1977,

Fconomic Feasibility of Small Scale Intensive Dairy
Production in Costa Rica.
George N. Pederson, July, 1977.

Report on the Feasibility of Small Low Income Farmer
Fruit and Vegetable Production, Processing and Marketing,
Miles W. Kratka, July, 1977,

Prospects for Tree Production on Small Farms,
Pomild B. Zeaser, July, 1977,

A Preliminary Feasibility Study for the Production and
Proccssing of Exportable Extractives of Annatto and Spices
in the Quepos Region,

KALSLC, June, 1977,

The teasibility of Macadamia Nut Production as a Small Farmer
Crop in Costa Rica,
Herster Barres, August, 1977,

The Techinical and Economic Feasibility of Ornmamental Plant
and Fern Production at the Level of the Small Farmer,
Erick Berlin and Herster Barres, August, 1977.
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The Peder on feasibility stud
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u, CONVENTIONAL FRUITS AND VICETABLFS

"Report on the I.casibility of Small low Income Farmer
I'muit and Vegetable Production, Processing and Marketing",
Ly Miles W. Kratka, USAID/Costa Rica, July 1977,

Yconomic and technical feasibilities were made fop
producing conventional fruits and vegetables by small
farmers in 6 regions of Costa Rica. The Crops were eval-
uated mainly from a product view point rather than from
the point of view of the individual producer's feasibility,

Costs and returns were presented for one product,
broceoli, data were for one hectare, per planting. (Two
or three plantings per year are considered the norm).

Production Costs-Broccoli
Per Hectare, per planting

Materials $ 993.00
Transportation 76.79
l.abor 409,94

TOTAL $1.478.83
Production Income 1,973.40
Net Income 495,57

S, FORESTRY

"Prospects for Three Production on Small Farms - A
Feasibility Study of Costa Rica" by Donald B. lZeaser,
Consulting Forester, USAID/Costa Rica, July 1977.

Five potential projects were evaluated and theirp
feasibility determined. The project ranged from an
improved management system of interplanting with cocoa
trees on the Atlantic side to 5 hectare per farm planting
in the Turrialba area on otherwise marginal low. Areas
where forest development is urgently needed but not now
coniidered a safe investment for small farmers were identi-

fied and a program for investigation and extension work
outlined for these areas.

Net earnings per hectare were estimated at ¢1,735 to
€3,945 depending upon location and use made of harvest.
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Ectimated Coseg and Returns on
Pencc-Post-Telephone Pole Production in
Turrialbg area

Net Cost Value of Profit

Per Ha, Plantation Per Year
Per Ha, Per Ha.
Fence Pusts (8 yecars) $1,112 $2,73% $§203
Telephone Poles (12 years) $1,112 $4,793 $ue2

6. SPECIALTY CRoPS

"Specialty Crop Market Report", by KALSEC, USAID/Costa
Rica, June 1977,

A total of tn;
tipated and evaluate
Production in Cogta Rice.. The Crops were rated ip terms of
their broballe success ip the export trade and finally the
Crops were listed in order of the begt pProspects for finap-
cial success considering both their production and marketing

aliributes. The result was a narrowing down to 10 out of
the original list of 31,

Prospects were considered exc.llent for Faprika and
this erop was costed out fop oroduction feasibility,

Projected Cost and Returns from Paprika
for Quepos Area Per Hectare

Production costs $1,3537 or €11,789Q
Income (11,000 lbs.X 35 ¢) $§3,850 or ¢32,874q
Net profit per hectare $2,473  op €21,11¢
Note: The production costs were not broken down fully
betweer lahor.and materials. However, from the information

available it jig apparent that a sizable amount of labor ig
involved, If family labor was the Source, then the cash
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7. MHacadaminy Nutsa

"The Feasihility of Macadamia Nut Production as a Small
Favmer Crop in Costa Rica™, by Herster Barres, USAID/Costa
Rica, August 1977,

The present status of production processing and market-
ing was avaluated along with the comparative advantage of
production in Costa Rica relative to Hawaii. The areas of
Conta Rica suitable for Macadamia were identified. Follow-
inp. is a summary of the production economics analysis:

Istimated Costs and Returns
with all labor by family
for 1 Hectare of Macadamia

Cash Flow Cash Flow 11th year
Canh Start Up Cont Cth.year Fully Amortized
et b years Income Cost Net Income Cost Nat
¢8,100 ¢11,080 ¢€6,526 @u,554 €21,781 @2,454 16,772

8. Ornamental Plants

"The Technical and Cconomic Feasibility of Ornamental
Plant and Fern Production at the Level of the Small Farmer",

by Erick Berlin and Herster Barres, USAID/Costa Rica, August
1a9vr7,

The cost and returns from small farmer production were
projected along with an outline of the technical requirements
for the production of ornamental plants. The potential market
demand was evaluated,

Estimated Annual Cost and Return
from 1 acre of Ornamental Plant Production

Cost Gross Income Net
$3,000 $6,000 ' $3,000 (£50,000 per Mz.)
8. Pejibaye

A considerable number of publications are available at the
Mission, giving the history and current status of pejibaye in
Costa Rica. The uses, both current and potential are listed,
Although the fruit is very nutritious for both humans and live-
stock, the crop until recently has remained primitive. Yet it
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hat three times the nutritive value for livestock per hectare
compared with corn. The top quality fruits are salable for
human consiumption in Costa Rica while the poorer quality can
be dvied and pround for feed.

Cost of cstablishing a plantation is ¢3,000 per hectare,
sing family lalor. About 7 vears are required to get into
full production. Once established, the production costs are
principally labor for controlling plant and brush growth and
harvesting.  Using the poing wage rates, they would have mounted
approximately 16 percent of the value of the harvest in 1975,
Apain, this could be family labor, since the skills required
are not great.,

If the precessing and the livestock feed market can be
developed, the crop obviously has favorable cconomic feasibility.

Sellers estimated the average gross income per manzana
for pejibaye in 1976 was about ¢L,182 per manzana. Using the
above cost data, the corresponding cost of establishment per
Mmanzana would Le €2,098. If a good market for livestock feed
were developed, the less desirable fruits would then take on
an cconomic value and the gross returns increased.

9. Cacao

"Possililities in the Production of Cacao", Ing. Garret
Kritton, Academia de Centro América, February 1970.

With the recent increase in the international price of
Caecao, interest in this crop is being reviewed. Trade estimates
currently place it as one of the more profitable crops in

thotsie areas whore it is climatically suited.

' This study outlines a method of rehabiljting existing
Cacao planting,, giving costs and expected rcturns. Data are
in 1970 prices. About 60 percent of the first year's costs
14 in labor--which on a small farm could be supplied by the

family at no cach cost. The value of the harvest at the end
of the first vear was two times that of the cash cost includ-
.ing interest on cash costs. The second year it was over three
times the cash costs, and the third year almost four times.

The operation was profitable all three years even when a charge
was imputed to labor.
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’ . COSTS Value of HNet Cash Net Income
Year Tabor 17" TCarh 27 Total Harvest  Return Peturn
1ot 21,008 7603 71,651 ¢1,800 1,197 ¢ 1ug
1. 1,029 600 1,629 2,550 1,950 921
(TR0 1,124 670 1,745 3,000 2,380 1,255

1/ Value of labor calculated at prevailing wages.

2/ Includes interest on purchase items at 10% per annum.

1. Maraiion

"Programa Centroamericano de Cultiveo del Marafén", Banco
Centroamericano de Integracién Econdrica, November 1972,

This study analizes the world production and demand for
Moarandn and thae characteristics of the market. The physical

contitions for Ceontral America production are evaluated.
Lstimited Cost of Establishing 1 Hectare of Maraidn
Equipment 35 1o 50 Central American Dollars
Materials 35 to s " 1" "
Labor 145 to 185 " " "
Total 215 to 290 " " "

By the fifth year the producer will have a net revenue of
20 5CA over the amortized cost. b,” the 13th year, the hectare
will be fully amortized, with a return of 100.92 $CA. These
arc net return over the imputed value of the labor.





