


DEPARTMENT OP'STATE 
AGINCY "OR INTI"NATIONAL DeVELOPMINT 

Wa8MINGTON. O.C. III .. 

lmCLASSIFIED 

AID-DLC/P-2268 

September 22, 1977 

MEMORABDUM FOR THE DEVELOPMENT LOAN CCM4ITTEE 
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J\ttacheJ for your review are recommendations for author
ization of a loan to the Government of Costa Rica (the 
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Million Five Hundred Thousand United States Dollars 
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';34ARY AND RECOEJIATIONS 

It is recommended that a Loan Eor an amount not
 
to exceed $5,500,000 be authorized to the Government of
 
Costa Rica (GOCR) to assist in 
financing 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 Project
 

1. Target Group
 

Although poverty is widely dispersed throughout
Co ;ta Rica, this Project will be instituted in five geographic zones,
arh with an especially high concentration of poverty. The five 
onnes are geographically scattered with different microclimates ar 

physical characteristics. As of 1973, their total population w-205,000 persons, of which 53 percent (108,000) fell below AID/W's 
poverty benchurark of $150 per capita in 1969 prices. Of this im
,w,diate target group of 108,000 rnal poor, approximately half are 
firvers and the other half laborers. 

2. Purpose 

'PeCoal of this Project, as well as of the AID
 
pr, ram in Costa Rico, is to increase the incomes of the poor. The 
rAP, Agricultural Sector Assessment, and other studies indicate that 
t hr bulk of poverty in Costa Rica lies among farmers aund landless
workers whose future income and employment opportunities cannot be 
rlised through increased production of either basic grains or tru
dLtonal 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 that group. 

The Purpose of this Project is to install anintegrated commodity systems approach in tie Ministry of Agriculture

(MAG) agricultural development program. 

UNCLASSIFIED
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3. Project Elements 

The four elements of the Project are as follows: 

(a) MAG Tmkina - The Ministry of Agriculture
wi]l set up a Systems Committee for overall Project coordination, 
planning, implementation, monitoring and evaluation; and a Market.i n , Technology Unit a broadto provide range of marketing information 
,111d technology to farmers throughout Costa ica, with particula
einphasis on the needs of the sn.allex farer. A variety of training
for MAG staff is included, ranging from on-the-job to advanced 
,:ca Jemic training. 

(b) Farm .Managenen - A systems approach will
i used in the developmen o farm plar.:3 for 4,000 target farmers. 
Technical assistance and training will be given to farmers through
I iold days, meetings, short courses and )ronDtional activities. 

(c) Researcn - Four types of research are in
cluded in the Project: 

1) Improved Plant Lterials. Project funds
w.il] be used to establish a National Plant Introductory Garden and 
to establish or strengthen at least 5 regional experimental stations.
Improved plant materials for diversification will be distributed to 
the experimental stations for testing and multiplication for future 
ure by farynrs. 

2) Field Days and Demonstrations. Variety

Irials and demonstrations will be carried out on cooperating
firiers' fields in support of the regional outreach program. 

3) General Research and Development.
!;p(,' if icproblm..; and constraints {*dentified in the comodity
:;y:;tem3s will be addrnessed in resea rh under contracts with indi
vLduials and institutions. 

1i) Farmer Group Pilot Projects. A series 
of ,;Iv-cific marketing activities will focus on reduced post-harvest

1-. .,., iJnproved product quality, and improved linkages between 
prroduction and marketing opportunities. In addition, experimental
activities implemented by farmers groups will address given con-
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:;tniints at specific points within com'odity systems. 

(d) Credit 

Loan funds will move through the National 

lirking System (SBH) via constituent banks as short and medium term 

r.(dit to small farers, i,dividuals or gr)ups, participating in 

the integrated systems approach to agricultural enterprises. 

4. Sumary Project Costs
 

AID GOCR TOTAL 
40 $ 473MAC, Training $ 333 $ 

534 465 1,049Farm Management 


1,583 210 1,793
Research 


Credit 2,500 4,285 6,785
 

Contingency and
 
500 500 1,000
Inflation 


TOTAL $ 5,000 $ 5,500 $11,000 

B. Fnd-of'-Project Status
 

By the end of the Project an integrated system approach 

for conducting the MAC agricultural develcpment program will have 

instituted with substantial modrrfication made in farm managebr'rii 
men l, long term crx, pping patterns, i-ari<eting practice, and part.

4nOC small farmer enter-prises.ci, ltion in processing activities of 
and on-farm processing111r, intensive tarm ni ageen, r msrk.ing, 

near-_ulL ez.-oyment for 4,000 farm.,ict ivities will have created 
non,.,ui ly members and provided additionaL enTloyment for 4,000 

end of the Project.
I.rin poor annually by the sixth year -tEr the 

for meL, _. term enterpcrises along with
In,.ividual and group lencing 

will have been insti
short term lending, both based on famn plans, 


tuted in 5 regions in Costa Rica.
 

C. Suima/-y Findings 

The Project is feasible in -c.-ms of technical, economic, 

I ixkulcial, and administrative criteria. LSAID/Costa Rica's AF-i
identified croF diversification a,. onecti tural Sector Assessment 
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of the best opportunities to raise rural poor inoomes. The MAG 
w.ih;hes to employ an integrated ooredity system approach in 
prmwting this diverifioation, and has the capability of applying 
tlir methodology. 
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A. Sector and Poverty Overview 

The Agriculture Sector is the most important sector in 
the Costa Rican econory. As of 1976, it accounted for 20 percent 
ot ODP, 62 percent of total expozrt 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 industriai expansion. 

Between 1965 and 1975, Costa Rica enjoyed the fastest 
grxoing Agricultural Sector in Latin America, in total and per 
capita term. most of this expansion has been in export ccmmodi
ties (coffee, bananas, sugar, and beef) until recent years, when 
drmtic increases occurred in the productior of basic grains. 
Rice production increased from an annual average of 66,000 metric 
tons in the period 1970-4 to 106,500 metric tons in 1975, while 
Ivan 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 In1975. In both the export and foodgrain sectors, increased 
prmluction has been due to expanded acreage and 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 agencies have
 
concentrated many of their activities on small farmers: e.g., the
 
proluction-oriented Projects-by-Campaign program; the cooperative
 
movement which organizes and supports groups of farmers; the na
tiondl banking system's production credit program for small farm
ers; the Land Tenure and Colonization program for small farmers;
 
and the National Production Council's program to purchase basic
 
grains at guaranteed inimium prices.
 

The GOCR's medium term strategy calls for changes in land 
tenure patterns; expanded use of new technologies; expanded and 
liversi fied agricultural exports; zoning of principal agricultural 

activities; and promotion of employent-geneiting production. In 
the short term, rmphasis -s being given to production needed for 
drnme:tic consumption -- i.e., for direct consumption (foodgrains) 
and for use as industrial raw materials -- partly through the 
: tmengthening of extension, credit, and mrketing services for 
sr:,'i 1 and medium farmers. Also, in order to sell exportable sur
pluses, the Government is trying to develop rew export markets.
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Since 19b0 AID 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 1970 c022) 
wich assisted in strengthening the Minstry of Agriculture MAG), 
the, Cooperative Development Institute (INFOCOOP), the jational 
Wlinking System, the Land Colonization Institute (ITCC), the M1unc-
Spri . Development institute kIFAMO, the Naticnal Produc -ic- Council 
(CP), and the University of Costa Rica (UCR) in their efforts to 
provide services and resources to small farners; a ',7.9 .million 
follow-on AgriciLltural Sector Loan in 1974 (025) which is continu
ing institutional support to hAG, I 4-FOC00P, and IFAM; 1/ and a 
,m-ill Agricultural Technical Support grant which financed miscel
lancous studies and technical assistance in support of the Sector 

oans. 

As par of the grant project, USAID contracted with the 
local consulting firm "La Academia de Centro Anfrica" ($80,000) to 
do a xural Poverty Profile based on the 1173 Agriculture, tiousing, 
and Population Censuses. The resulting stucdy, Poverty in Costa 
Rtica, identifies the Costa Rican population which falls below 
A[D/W's poverty benchmark of $150 per capit income in 1969 prices, 
shoewing geographic concentration and various socio-economic and 
drinnogaphic characteristics of poverty. 

Details of this poverty analysis are included in USAID/ 
C,,;I.. Rica's Developrent Assistance Program of October 1976 and 
Ajeinded Strategy Statement of May 1977. In summary, the analysis 
,h(mws nearly 47 percent of the total population below AID/W's 
pxwovrty benchmark. Of the 874,000 persons classified as poor, 26 
per-ent are urban and 74 percent rural. Poverty is more prevalent 
in tihe countryside, touching 57 percent of -he total rural popula
tion v9 31 percent of the urban population. Also, ot particular 
note i planning future programs, 63 percent of the rural poor 
belong to non-farming families. 

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

I/ An evaluation of Loan 025 was transmit-:ed to AID/"Washington
 

1;eptember 1, 1977.
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ka) 4on-Famn Rural Poor 4U9,UOO 
(b) Poor Small Farvers (0-2 hectares) 1U6,UOO 

.c) Poor Small Farmers (2-5 hectares) 59,OOu 
(d) Poor Small Farmers (5-20 hectares) 72,UOO 

646,000
 

As discussed in its recent Agricultural Sector Assessment,the 1JSAID/CR sector goal is to increase the incomes of these rural*amilies. In order to do so, the Sector Assessment identified twomajor strategies: to increase employment opportuinities for groupsa), (b), and (c); and to increase farm pr)uctivity and profits forgroups (c) and (d). Some familes will also receivere(distribution program, land under aI/ thus automatically placing them in group
(fd). 

Fployment opportunities will need to be generated bothon and off farms. Farms of less than five hectares with potentialIor, intensification should provide increased employment opportunities for the fanulies on those farms and, to a limited extent, forother rural workers. However, most of the additional on-farm employment will need to come from the 5 zo 20 hectare farms.source of @on-farm employment A thirdwill be non-target group farms of anysi ze. Off-farm rural employment opporzunities will come from market ng, handling, and agro-industrial .>:ti\'ities. 

Diversification into higher value activities and improvements in farming technology will be the t)o principal meansimproving productivity on 
for

2-5 hectarc farms. For farms of 5-20hertares, more intensive land use and crop diversification aretwo principal income miprovement strategies. 
the 

These activities willprovide higher incones to farrrs ana generate new employmeant forthe non-farm and small-farm farmilies who depend on wage incomes. 

This Project is designed to assist the ':AG in developingnow mechanisms tor integrated corrrodi-:y systens and agricultural 

1/ A PID describinp a proposal in :his area accompanies this PP. 
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TAR.. I: Geocraahic Distribution and Composition of Poverty j/ 

No. of Persons with Less than $150
 
p.c. in 1969 Prices Area's Poor Poverty Qoup 

N4n- as %of as %of 
Farming Farming Total Poverty Total Papilation, 

Area Urban Rural Rural Total Group In Area 

San Jos6 Urban Agglomeration 146,965 + 29,458 + 116,590 = 293,013 33.5 	 34.0
 

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 Atlcntica, Pac fico 
Sur) 	 61,975 + 130,581 + 177,068 = 369,624 42.3 53.4
 

Country-Wide 	 227,187 + 237,161, + 40954 = 873805 100.0 46.7 

(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. 
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|proluct diversilication, botn of which will increase employmentportunities and farm productivity. It initiates activities which 
op

will be carried out in planned FY79 and FY81 Agricultural SectorIi>-ns: e.g., resource conservation considerations will be builtinto farm management plans as a precursor to the Natural ResourcesComponent of the FY79 Program; small farer marketing activities(1onrerly proposed in the FY77 Small Farmer Income Grant project)will be built into the Commodity Systems approach as a precursorto the Marketing conmponent of the FY79 Program; MAG regional officesam the Ministry's central office of planning (OPSA) will be design-Ing the five pilot regional activities and evaluating program impacta., a precursor to the Sector Planning component of the FY79 Program;diveusified farm plans and new commodities will be developed

lpre,,ursor 

as a
 
to the Agricultural Products Diversification component oftiw FY79 Program; and the commodity systems approach will introduce]i niages to agro-industries and processing as a precursor to theAgro-Industry component of the FY81 Program. 

B3. Problem Statement 

The basic problems to be addressed in this Project arelw incomes and insufficient employment opportunities for the rural 
poor. There are many reasons for these conditions. Low incomestLe onfarm are often due to poor physical endowment of the farm -- land
qliity, size, location, or climate -- and/or to the way in whichLhe farm is used -- low level of technology, insufficient creditand modern inputs, poor cropping patterns, and -nefficient marketiri',. Inadequate rural employment opportunities are largely a resultrl agrcultural production patterns. Some Costa Rican crops -,(l Ie, bananas, sugar cane, tobacco, vegetables -- require considervahie manual labor, but norrially only in cei-tain and geoseasons
graphic areas. 'he expansion of mechanized rice, sorghum, cotton,,ind sugar production by large farmers nas, however, slowed down thedenmand for agricultural labor. 

Diversification into higher value and more labor-intensivepix-luction and improve.ents in faaning technology are the mostrrvidily apparent mens to increase bcth employment opportunities
and incomes. However, their potential cannot be realized unless,(c('quaCe intermediate and final -markets exist and unless sufficientinputs are provided. Tus therefore requires that the introductionof n(ew high value/iabor intensive crops be made through an integroited commodity system which views agricultural production fron
the farm to the consumer. 
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While attempts have Deer, made by the rinisrry of Agricul
ture and other GOCR entities to i.prove the production and pro
ductivity of w'all farners, interventions have been limited to
 
traditional developrient approaches involving traditional crops,
 
such as research and extension activities in improved production
 
technologies, provision of credit, and formation of farnrs into
 

cooperatives. liany of these interventions were done in isolation
 
or out of sequence. For example, efforts were made to increase
 
basic grains pnduct -.on on sone small fari.is, but the small far-ers
 
were left with probi:z-s .n drying, landling, storing, and m.rketing
 
new production. Thest defic.e4rcies in turn have created arotner
 
set of proble.ms; in grain quality, ror example, high ievels of
 
aflotoxins in poorly handled grains can create serious health prob
lns for consunern. 

Of the three oamponents of the 1974 AID Loan 515-L-025, two 

(INFOCOOP and IFAM) are dealing with marketing problems in wals
 
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 sublending to munici

palities to finance infrastructure includrng, among others, access road
 
This sort of activity
construction and maintenance and terminal markets. 


will play a part in the overall systems approach, but will not be included
 

in the proposed 2roject.
 
The System Approach
 
Tie prxtirtion of focxi is, and will continue to be, the 

principal productive activity of tte target group, either directly 
as :arn.ers or in~lirectly as erployees of farmers or others engaged 
in post-produci ion activities. I-ccess in this contributes to
wsds attairnc-it o nu ritiona_ goals, another area of COCR amplas s. 

The main purpose for producing foods, fibre, or otner rural 
commodities i!.: to !ulfill t:ne neeC. or des're of a consumer. Ability 
to produce is only one elprnz _n zhe eauation. if what is -rocuced 
does not rec ,, :r unable, unwilling,,hconsumer i__ or to pay 
for the produ-:t, thie farr.,-r 3 n.3 zezter cff, and probably worse 
off, t-an he was rxfore he roc,& the ccrimodity. 

4:c-,= ard 
Pica's "food system," and er.sL- thu food requirements for tht 
population -ue met. The y7-,e', "s complex, and there are in
numerable intcr-r1tazonsD pe1xsi,7..n the various links of the sys
tem. Vh le an attempt to cea! wit the whole system might De an 
appropriate candidate for a.cadc-.-c .Y.search and computer .modeling, 
it is dif icult to conceive "l s. work resulting in any tangible 
benefats for the rural poor in t e near future. 

These linkages t.er consumer for-n Costa 

It ,:. ieas~ble, however, :, .,-._c, a particular cc,--io
dtity, analyze the need of present or x-terzial consumers for tie 
product, and identify the factors 5anvolvec in meeting that need. 
This will provide assurance that the farj:.r will have a market if 
he produces the particular conviodity. 'ie :-ndividual commodity sys
tems lead towus tn 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 segnents of the system chain 
which can be improved. If new, the analysis will indicate the ele
ints which must be established betore the anticipated material 

benefits will be realized by the producer. 

The integrated commodity system approach considers the 
total production/processing/marketing system of each individual 
ccmrodity as a continutzn. Each and every element in the total sys
tem is described, usually in chronological order. While the system 
is usually a linear one, various sub-systems which relate to inputs 

to the system provide branching lines of chronologicaland outputs 
events. A typical system for a farmer's ope-ration may consist of 
the following: 

1. Develop a farm 

2. Obtain technical inforrvi-.ion 

3. IDevelop a plan for t!e farm 

4. Obtain credit for inputs 

5. Purchase or provide inputs 

6. Obtain la]bor 

7. Clear land/prepare soil 

8. Plant the crop c. crop mix 

9. Weed crops 

10. Fertilize crops 

11. Control insects and diseases 

12. Perform other miscellaneous -?ractices 

13. harvest crops
 

14. Handling/transport frcn field
 

15. Post harvest handling 
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16. Un-tarm storage 

17. Assembiy/preparation/grading 

18. Peprocessing/grading/packaging 

19. Transport 

20. Storage 

21. Assembly/processing/packaging 

22. Transport/distribution 

23. Sales to consumers
 

While the above describes a vet.caily integrated system, 
the steps within the system for a given ccziixdity will vary be
cause ot social, economic or technical reasons. 

The importance of a well functionirg commodity system can 
I)( illustrated by comparing: (1) a commodity system (coffee) which 
1ki- included wall farmers and has been successful in increasing 
their incames and in providing employment to rural laborers; and 
(2) a commodity system (pejibaye) wch is neither "systematized" 
nor integrated, and vfhich does not allow small farmers to exploit 
po.tential benefits. 

A Functioning, System 

More than two hundred years ago coffee was a valuable 
world wide commodity, with haiti being the principal exporter. It 
was intrnduced about this time into Costa Rica, and by trial and 
error locations were found where coffee responded well to the soil 
cmd climate. 

Through succeeding years improved varieties of the 
Ar,,bian type where introduced and gra,n to maturity. Cultural 
pnctices were improved and became known by ;kst farmers in coffee 
giowing regions. Methods of processing were improved upon. 

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

UNCLASSIFIED 
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pmx:ensing technology, equipment for Processing, gr3des and stand
,wds, and coffee economics. Technical specialists in several 
rields of coffee technology were trained and put to work on solving 
technical problems of coffee prvduction/processing/mi3rketing. 
Th#.se specialists also provided support to growers in forming asso
ciations and cooperatives which obtain credit, technical assistance 
aI othrer inputs from government sources. Cooperatives served the 

rWaers in the collection, handling, processing, and marketing of 
the coffee. Processing included all changes that occurred in the 
product from the coffee bery to the bagged, graded, green coffee 
sold in national and international markets. All of these steps in 
the vertically integrated system were carried out principally by 
the private sector (the coffee growers), but were encouraged by
 
government policies and programs. The integrated system for coffee
 
provided significantly increased incame 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-,;y. t~m 

An exampLe o. a conmdity with a relatively unformed sys
tvil i.; Peach Palm or Pejibaye (Bactris gasopaes t.B.K. ). It is a 
crop recognized by the National Academy of Science and other inves
t igators as having very Ihigh potential for human food products and 
,ininil] feeds. It is wide acceptance as a specialty, seasonal, 
frvf;h tr it for human consumption at all economic and social levels 
in Costa Rica. 

It was a staple food of the Indians before arrival of 
t:( S|h-niards. 'See1 of the best varicres has been maintained 
t:hlrugh the years. Pejibaye is a peren-nial crop that can be grown 
in the hot, wet lowlands as a coincrcial plartatlon, as a mixed 

or as s -ae coffeeplaintbig with other crops, a <rec for cacao and 


,it intermediate altitudes. Yields of 50,OOU Kg/Ha. per year can
 
oe obtained of a carlx~hydrate 1profduct that i-E high in oil and
 
rar',tene and mediui- (6-7%) -in rote'n. It rivs potential for use
 
a:; a base for an uwi fe corontrate, ii prvblei of processing
 
alfd rt irketing can lx solved. ::,uvin tc-k:J j)roucts of many types are 

,3l so possible. Froiri the coimireiYial plantings that currently exist, 
only a smill port.ion ()I tle higLq, t quality fruit is marketed for 
hiumnn consumption. As much as 80-90 percent of the production may 
),( I waste Ior lc,k of alteitr ',t.ve rmrujr+ets. '7here are several pos
.;l)l, .intervontion,; tlkAit can hO mtI in peji'aye to prrowte this 
,r,)p systm and to create market:; for its prCducts and by-products. 
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:;tarting with existing plantings ot small growers in such places as 
Tucta-ique near Turrialba, improvemen: s and expansion in production 
can be made, processing technologies can be developed, and market 
atternatives can be created in such a way as to provide increased 
incomes and employment for participating Erall growers. Simple 
machines, such as namner dls for chopping the fruits in chips, 
and mechanical dryers, may be all that is needed to produce a raw 
rmtcrial which will not rot, can be easily stored, and can be sold 
as a basic constituent of animal feed concentrates. Testing of 
this product as an animal feed base is necessary, as is the develop
menI of markets with existing feed concentrate producers. Research 
c.n lead to development of other products.
 

As the system is tes- d anc improved it can be expanded 
to other Central American countries. Since Costa Rica has the lar
p(!:;t collection of unproved piu.it materials of pejibaye, and since 
rKv:.;tthe world's research has been conducted in Costa Rica,of 
Costa Rica could N, the leader in the development stage of this po
ttntially importa,t rop.
 

A grapic model ol an integrated system for pejibaye is
 
pruvided in Annex 6 . This model more clearly demonstrates the
 
cc.)plexity of an integwated system and its related sub-systems.
 

Other commoiuties to De considered for promotion under 

Ihis Project are: 

1. F'ruits and vegetables 

2. Spices, :,avorings, colorants and essential oils
 

3. Cacao 

4. Urnarentais
 

5. 1xicadia 

6. 1 .iry prxtucti 

7. CormiA pioducts
 

I ny of t tlese are already produced in Costa Rica using 
varying levels of prxlucton, processing, and marketing technologies. 
An ntegrated cc-.Iwxlity Fsystari aDpixich w..ll identify constraints 
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,eud solutions to the orderly development and expansion of wall faryn
prxluction, processing, and marketing for these camcdties. 

This first phase of an integrated oommodity approach as 
decribed above is illustrative. 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 ypticallv itemted array of 
all tl identified constraints to dev6i1opment for each of the crops

and enterprises considered.
 

To proceed to systematic, orderly solutions to the con
stn tints identified inthe vertically integrated system, attention 
,mvst then be given to a horizontal. intefrvjon_-css. This involves 
,inanalysis of each of t e constraints to determine what is needed 
1o 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
1rtip small fa:rmers are ignorant of it, do not understand it, or 
are not convinced that its use will benefit them. In such a situa-
I ion, institutions such as the MAG Extension Service, which has di

t!,*contact with producers, should be given the responsibility for
 
,,ddressing this constraint. For constraints requiring organized

investigation, the primary responsibility should fall on a research 
inst itution; 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 
bec vie the focus of attention. 

Const, int,; wiLch affect th:- supply of production inputs, 
;.tr'J'etJin, t-ranspirAtion, or processing se:.-vices will have to in
volv,- joint public iatd private sector -ctions. In such cases, 1ACG 
wi.l 1, need to elicit the coopuration Lvi par-:icipation of the private
:;r,'..er. It is tXh:Thide in cdses, the Ministry of Economy,t, ,.7,me 

i;iii-f'.tti'y and ConrmeT'i-- (1IC), !;-. :IutA nal roduct/ion Council 
(CP),

tnew Centrnl Wbew K '7e'i ;iinket and other, (!?F'I Pnject) 
1)l)1 I iC entities wi I I!if, to ;:' -;volvo]. 

Mt( ty
11piread,/ fourl i Cn ;ta Pir., n banan, Alrican oil palm, 

t!!t- ri :CO (>9faod.J :;'~esapproach 
coffee,

Ir.t , 2IirLand t ot. :<n, i c, v , at.h.p ,f-ch will be new in
(,:ctA, P'ica in .it. ,ppi(,,ition to ,urol] t:ari;r ent erprises. 

INCIA;I FILU) 
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Improvment of the lot of the rural poor is essentially a
problem of integrating effective consuner demand with the products
derived from the activities of the rumal poor. 
 The coirxxity sys
tnn approach provides the comprehensive view and framework for
itientifying the relevant and important factors at an early stage
and for the design and implementation of responsive programs and

aojects. 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 corgmodities in terms of contribution to the
 
achieve.ent of rural developnent goals;
 

Identify areas of necessary, or desirable, present or

potential private sector contribution, cooperation and
 
interest which will serve as the foundation for entre
preneurial and agro-industr-y initiatives.
 

This Conr xity Systems Project is based upon a vertically
dnd horizontally integrated approach. It 	 attempts to promte newlrops
and bettor managen.ent of both new and traditional crops inr;nll farmer enterprises in5 regions of Costa Rica. It 	 hopes toinstitute a new credit systmn for a ,mixof long tenn and short tern crops and products, based upon , far.,anterp..?ise rather thanr.:)!rity line o1 cre-dit. 	

a 
Tne Project represents the MAG's initialatteimpt to use a systems approach for solving small farmer problems,nrid an extension of the .AG's pro,,-gam to prco)lems other than those of 

pr"Juction. Fina] ]y the Project will test the use of a series ofnon-traditio-l] and improved tradition-. cro) and product enter
prisc's as the I-est alternative for use by 	snll farmers to increase1heir family Jncor- dmd emplo>7rent. 

C. Prject Tr'pet roup
 

'he project will concentmtte in five geographic zones, 
,,iah of whLich wai selected because of a high concentration of poverty
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,nrd the physical potential for agicultural product diversification.

O -fix country's 35,000 poor small farms, 23 percent (8,000) areloedted 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 characteristics. 
As of 1973, their total population was 205,000 persons,
of which 53 percent (108,000) fell below AIDA/'s poverty benchmarkof $150 per capita in 1969 prices. Of this inmdiate Target Group
of 108,000 ral poor, approxixmt-ly half are farmers and the other
 
hafIf laborers.
 

Puriscal and Turrubares are in San Jose Province to the
:oil h-west of the capital city. 
 Both are pr daminantly agricultural
c'antones, with corn, coffee, tobacco, and beans being most important
inhriscal and cattle being most important in Turr res. TheImijority of farms are less than 20 hectares in size (72 percent),
dl 
of these small farms, nearly 85 percent fall below AID/W's poverty benchmark. Also, more -han one quarter of the total population can be classified as non-farm poor.

Oft 

There is a high prevalencepoverty within the two cantones (61 percent of the total popula
lion), 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 Jose Urban Agglomeration. Because of rapid
de-lorestation inrecent years, erosion has been heavy and land is
rapidly being destroyed. 
For hoth income and ecological reasons,

acr icultural production patterns must begin to change.
 

PArez Zelod6n is at the southern most edge of San Jose
rxov.ince and Buenos Aixes .s iimediately south-east in Puntarenas
'rov ince. Together they comprise the San :sidro de General zone.Both ,re predominant ly agicultural .reas, ith maize, coffee,
dr(]i h cans being mo!:-t uLiportant in Ptarez Zeled6n; and bananas,as i("grains, and cattle most important in :3uunos Aires. Land inextensive pastirr _cr, si.~rficant:.y during the past decade,_hnueased 
r'et1111ing in rapid d'-forestatlon Df some 3,500 has, per year. Thei'irjority of farms y-. lessa h' '3hecta-res (66 percent), with appt[oxiately 75 pov-rst of these small farns below the poverty benchnkirk. Also, nearly one quartur 3f -he total population (21,360 outof H7,193) are non-birin [xor. Lciix.Tg at the entire zone's popula
tion, some 54 percent 1ail. belo. A!-' s incnome poverty benchmark.There have been insufficient empioymen opportunities, thereby leading to significant seasonal out-migrition, especially in Peez Ze
le'd6n. 
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Upala, Los Chiles, and Guatuso are all part of Costa Rica's
 
last frcntier in the northern plains east of Guanacaste. They are 
nmijor agricultural areas, primarily producing beans and other food
17ains, 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 
are-a has also attracted a large number of ag'icultural 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 enployment opportunities. While the prevalence of poverty is
 
.lower in this zone than in the other target regions, we feel that it
 
is important to demonstrate the advantages of agricultural product
 
diversification in an area of high potential.
 

Hojanicha and Nandayure are located in the Nicoya Peninsu
la. Both are dedicated primarily to cattle production, along with 
ba.,;ic foodgrains. Studies done by the Municipal Development Insti
tute (IFAM) show these cantones to be among the very poorest in the 
countrny. They are characterized by low inccmes, high unemployment, 
,ilrilatively high seasonal out-migration. The majority of farms
 
are n;maller than 20 hectares, with most of these being below the
 
j,verty benchmark (81 percent). There are also a large number of
 
non-fmm poor, although they comprise a smaller number than the
 
(arm poor. Looking at the total population for the zone, nearly

60 percent fall below the poverty line. This zone is also charac
terized by heavy de-forestation and erosion, both of which could be
 
mcluced by changed land-use practice-

Turrialba is the eastern most canton in Cartago Province. 
I t- orders Lin Province and is the home o4 CATIE, a Central 
American Regional Pesearch and Trani.g Center. it is priimarily 
an agricultural area, with coffee, sugar cane, and corn being the 
most important crops. The vast majority of farms are less than 20 
hnrtares (83 percent), and of these 1,700 s.iall farms, approximate-

Iy 64 percent are poor. In addition, there are a large number of 
non-farm poor. In terms of the total population, approximately 47 
percent can be classified as -)oor. While the concentration of po
verty is not as high as in some o-hner areas of the country, the 
arva offers great potential ior labor-intensive agricultural product 
diversification -- especially important in this zone with a pre
dclcrnnance of non-f adnt poor. 
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GEOGRAPHIC ZO:E PROFILES (1973) 

Population 

No. of 
Small Farms 

(Less Than 20 Has.) 
No. of 

Poor Farms 

Total Pop. 
Below Poverty 

Line Farm Poor 
Non-Farm 

Poor 
Poor as 

%Total Pop. 

Puriscal & 
Turrubares 28,859 1,798 1,526 17,726 9,766 7,960 61.4% 

Pgrez Zeled6n & 
Buenos Aires 87,193 5,124 3,882 47,369 26,009 21,360 54.3% 

Upala, Los Chi
les, Guatuso 26,280 634 558 11,283 3,850 7,433 42.9% 

Hojancha & Nan
dayure 19,957 1,119 911 11,631 6,286 5,345 58.3% 

Turrialba 43,202 1,721 1,096 20,443 7,562 12,881 47.3% 

205,491 10,396 7,973 108,452 53,473 54,979 
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The Purpose of the Project, the installation of a -lw 
methodology in the HAG and SBN approach to small farmers, involves 
testing this methodology on a sufficient number of participants over 
a sufficient time to firmly establi.sh its utility and acceptance. 
The size of the participant grout anticipated--4,000 small farmers-
and the amount of credit to be offered them--over $7 million, 

including rollover of short-tern 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 adequate incentive 
to bring about this new lending policy. 

http:establi.sh
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11. PRJECI' DESCRIPTION 

A. Goal, Purpose, Inputs, Outputs
 

1. Coal Statement 

The Goal of this Project as well as the AID pro
frams in Costa Rica is to increase the incors of the poor. The 
DAP, the Agricultural Sector Assessment, and other studies indicate 
tlit the bulk of poverty in Costa Rica lies among farmers and land
1e';- workers whose future income and employent oppcrtunities cannot 
be raised through increased production of either basic grains or 
tniditional exporz crops (coffee, bananas, beef, sugar). We pro
pc",;c to assist the GOCR in developing the institutional capacity -o

brinkg to this group's attention income oppo'tunities in pzoduction 

of new crops, and in improved ;ost-harvest -andling and marketirg of 
existing production. These in turn will leiLd to accomplishment 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
 
w:i] have been met: 

a. An integrated systems approach for conducting
 
tho NAG agricultural development program will have been instituted
 
with substantial modifications made in far. management, long term
 
cropping patterns, mrketing practices, and.participation in proc
es:ling activities of '4000 small farmer enterprises;
 

b. Near-full employment for 4000 farn 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 Wmdium/long term enterprises, with short term production lending, 
both based on iarm plans, will have been instituted in five regions 
in Costa Rica. 

The integrated systems methodology will be insti
tut ionalized within the MAG during the life of the Project. Since 
most of the cropping systems are long-term in nature, the Purpose
level profitability and employment objectives are not expected to 

but when the long-termbe fully achieved by the end of the Project, 
crops cm into full production. 

3. Inputs 

AID inputs will consist of:
 

- a twonty year Loan of $5,500,000 for MAG Training, 
Farm Management, Research, and Credit activities.
 

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

GOCR inputs will consist of:
 

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

- 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 

in the Projinstitutions which will participate 
ect under agreement or contract arrangements. 

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

B. Project Elements 

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

- MAG Training $ 333 $ 40 $ 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 

5,500, $5,500 11,000 

The four Project elements are not entirely discrete and 
cannot be arranged in a simple sequential ordr. Rather, each ele
ment reinforces others -- for example, the two-way relationship be
twcen MAG Training and the development of Farm Management plans. 
1kxwever, at the risk of oversimplifying, the main objective of the 
MA( Training element is to inculcate the conmodity system concept 
into the Ministry of Agriculture, followed by the Farm Manage-.ent 
veament which will apply this concept to at least 4,000 small farms. 
The Research and Credit elements lead to the extension of the com
rixl ity system concept, although the requirements of both are also 
rv:iUlts of agricultural extension work done in developing Farm 
KMngement plans. 

This can be illustrated as follows:
 

ins |z,,,,p1J.)
TrV' _MSf' P10 hS Ht cfpl.
 

RescuUNh 
Cre CtI 
I
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1. mAG Training 

A Systems Committee will be established within the 

Ministry of AWicultur. for overall Project coordination, planning, 

implemntation, monitoring and evaluation. It will oversee all fi

technical and administrative aspects of the Project. It
nancial, 

to enter into agreements or contracts with re
will have authority 
)gional and national institutions or individuals to assist in various 

It will review
planning, investigatory, or implementation phases. 

at the local
and approve plans forsdproject -ctivities developed 

((AlO) level. It will plan and oversee the conduct of a Base Line 

Study for the Project to be used in the Evaluation Plan, and will 
final Evaluations of the Project. It 

1 irticipate in the annual and 
will prepare all required reports for other GOCR offices and for AID. 

The formrtion of the Systems Comittee and confir
an early Condition. Precedent. The

iwition of its authority will be 
for the fornation of a Marketing

!;V:;tems Comnittee will also arrange 
with such specialists as

Technology Unit (Division) within MAG, 
engineers, economists, and statisticians.
phy.iologists, pathologists, 

develop market activities, will develop train
'ThHi! Unit will plan and 

technicians, and will provide
.ml, nwiterials, Drovide training to MAG 
personnel in marketing technology. Within 

I,.eneral backs topp i ri,to MAG 
a Market Information Sub-Unit which will

the irket Unit will be 
on availabilityand dissEminate daily informationgather, analyze, 


and prices of major agricultural commodities.
 

A variety of training activities is included in
 

luis element of the Project. These will encompass a mix of on-the

training, training for technicians in produc
job training; academic 

of non-traditional crops; trairing of
tion/processing/marketing 

technicians in post-harvest handling and marketing of traditional
 

in farm plan development. Ap
crnps; and training of technicians 
proximately 200 technicians will be trained for a 

period of 50 days
 
This training will be
 each, in six or more subject matter areas. 


officials and contracted individuals and
clone in-country by MAG 

Sinnt itutions.
 

for academic train-Project funds will also '.eused 
orMaster of Science 3cholarships of one

ing,. of MAG personnel. 
t-wn years (U.S., Costa Rica or third country) will be provided 

for
 

as food processing, agro
t.ern techniciav3 in such fields marketing, 

and crop specialization.industry, farm management, econonics 
Mlchelor of Science level scholarships will be offered to 

twenty lower
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level technicians in general agriculture, with majos in subjects 
rmlating to the Project objectives. 

At the conclusion of the Project we expect the
 
CAFL- to have adopted and be utilizing the system approach, and the
 
system committee as a formal entity may be di ilved. 

SUflARY BUDGET OF EtLD 1, MAG TRAINING 

(Omits "Contingency and Inflation")
 
($Us)
 

AID GOCR TOTAL
 

IPr'.sonal service contmacts-10
 
person/years 120,000 - 120,000
 

S;hort 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 

CoRumm ttee Costs - 40,000 40,000 

___,000
TOTAL 333,000 40,000 


2. Farn Management 

MAG technicians will perform a series of activities at
 

the local level to improve farm management techniques in the non
t-n ditional and improved traditional crop and product enterprises
 
o!' 4,000 participating small farmers.
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The CAR Directors arid _.taff will be responsible for devel
oping farm plans. A svstems approach will be used in the develop
n,nt of these plans 
 . The CARs will decide upon the
 
app ropriate crops to be promoted, the ccmmodity problems to be solved,,ud the spedfic types of participating farmers. They will also determine technical assistance requireme ts, and farier training needs,
a!: well as conduct trials and demonstrations on crops. They will
forw groups of faryers interested in one cormodity, and will develop
t,chmical informtion to disseminate to these farwr groups. 

Within the 4,000 target farmers, approximately one thirdof the farm plans will be undertaken with g&oups of farmers for which
apjgegate credit will be provided. .he remnuining two thirds of the 
p1),ui:; are expected to be individual p2,.rr w-ich will be the basis
for individual medium and short term creait. 

In developing the farm plans, MAG technicians will start
From the present organization of the farm and its present level of 
tT'cllology. Mhe farmer will be assisted in working out his own costsand returns from his present cropping pattern. He will consider

.lternative ways inwhich he: 
can reorganize the use of the land on 
Iii., lium, of his aviilahle famdly labor, abilities and capital in
orlor to come up with ,ahigher !iunily income. A technical package.lndtho estimated oconomics of new crops will be suggested to the
liarnwr for his con;hilen-tion. iiis farm plan will consider the mix
ol ,nterprises; op)rtunities f'r use of higher technology and new 
r'ops:; and, where, hi,; land is under-utilized, how to put more land
ilt high productivity crops. 'Farn plans are expected to be simple,1no14 to be wail understood by farmersa. Tnstructions will be provi'l,,,l on how to ohtiin credit based upon the farm plan. 

CA:A,,; t-1,;1 work with farm groups in providling farmr training, technical a:;sstance, developing farm plans and educating farmers in the use of a systems approach and better fari nunagement
prict ices. 

'rechlical a.s;sistance from outside sources will be pro
vidod to strengthen MAG capabilities in implementing the ccmmodity
-yst-;eins. PExperts in farm maniigement, food technology, marketing,
.ip,m-industry, engineering, anim-0 feeds, forest products, and crop

;l,'piolists will be needed.
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Appr~oximately 4,000 farmrs will be trained thro/ghfield 	days, farmm meetings, short courses, defmrstrations andgcnieral paum tional actities of a similar na-.'me. Uniform ta'airingmatorials will be developed for generalized use and area or cropslxn.ifjc trmining materials will be prepared as needed. Approximately
100 field days, demonstrations, courses and other types of group train
inp. will be conducted over the life of the Project. 

SU*AY BUDGET OF ELDI=4 2, FRM MANAGMDT 

(Omits "Contingency and Inflation")
 
(sUS) 

AID 
 GOCR TOTALq)or.- term Contractors 	 50,000 - 50,000 

O)W-'nitional assistance to 
CAN; 	to provide T.A. 321,000 
 - 321,000 

Trials, demonstnitions and 
t-nriining 213,000  213,000
 

(7W operational and travel 
 - 83,000 83,000 

Vehi les - 282,000 282,000 

Ttxiining of small [arrrrs by
(Al,' and MA( Ic)r;onnel - 100,000 _ 20,000 

'InTAL 584,000 465,000 1,049,000 

3. 	 I esear-ch 

Pour types of research are included in the Project:
(.,)developa.ilt of improved p)lit n-iterials; (b) field trials and,JlC'n;tzitions; (c) fnaw~r group projects; and (d) general rm io
:,earmh and developnowrnt. 

il. ILflpI'Ove, lihnt Materials. 

lPrject funds will be used by the MAG Re:;ear1 Directorate to establish a National Plant Int-roductory Cxden-m-1 to establish or strengthen at least 5 regional experimental stations. 
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Activities will involve introduction (procure

njjnt and ijovrtation) of large quantities of improved :lant materials 
trees, budwood, rootstocks, tubers,
lr diversification. Seeds, 

r'rxd:; and cuttingr will be purchased, donated, or obtained through 

Different species, varieties, clones 
and
 

plant material exchange. to form foundation plantings for 
1,ipulations will I*- collected 
ob',,rvation, testing and multiplication in appropriate ecological 

Improved plant materials will be sought world
ar',i.; of Costa Rica. 

in those countries with environments similar to 
wid", particularly will 

Improved plant materials fron indigenous sources 
Comi Rica. 
al!;) be used. 

After initial observation for diseases, 
in

in the Plant Introductory Garden, 
: , and general jxrformnance 

to the regional experimental
will beAdistributedjol.wit materials future use by

be tested and multiplied for 
:;tat ions where they will used toAID funds will be

for detail).Annex "1 more1,. a e.rn, (Fee purchase equipinent, purchabe
facilities,con!;trucl stationmilynve or costs of exDerimentalthe operational

pl), lt iiterial,5, and provide pir't ol 
be used for salaries of tech

,tat ions. MAG cotuiter-part funds will 
from other than Codeplant imports

ni(:ians and laborer-;, land, utilitv.s, 
941 countries, and operating costs at experiment 

or sub-stations.
 

1). rield Trials/Dmnnstrations 

In -uppcrt of the regional outreach program. 
virety trials and dernnstrationsrinere,fnall ILJOto motivatei'i of their

of lest five reg-ions. Because 
will be done in each it 

trials and denonstTu tions for 
exis-ting exper.ivncf in conducting out by CAR personcar'ried

crop:.; h':sf activitit,,- will be 
TITditiOrVU1 trials and deironstraspccialists.niol with assistant,' from MA; 'he 

serve, -s 
hell colxir,r in,, fzuamors' fields and will 

t ir n'; will be on courses, 
loci for lie(Id ,,ys, meetn g-.,farmrr -raining, short 

Ithr For some crops these controlled 
, Ior exten-.;ion ,totiviti(!s.0I, and distributionsource; of multiplicationwill :;er'v, asplantings 


of plant material to smrill farmer s.
 

be used byac ivities willFunds for these 
and general 

cover traterials and supplies, labor, 
each CAR Director to 

,)onartions.
 

and IDeveloppmnt
c. General Peearch 

will solicit research
The System, Ccmmittee 
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frm the CAR Directors who have identified constraintsprcMMWatios 
in the various comnodity system being inplemented in their areas. 

executed.by the Systems Ccomittee.Contracts for this research will be 
A variety of problems identified in the integrated systems approach 

will be addessed through this subelement. Project funds will be 

nployed to oontrect individuals and institutions to conduct specific 

renear h. These may include feasibility studies for specific local 

entcrprises, market studies, export promotion studies, 
engineering 

group agro-industries,!.tudies to determine equipmnt needs for faxrr 
wood product research,research and development,lood technology 

and qualitative losses of agricultural pro
!;tudies on quantitative 

in the market system, animal feed research and development,ducts and de
tecling trials, aLricultural by-product utilization research, 

of on-farm africultural product processing/handling/drying,;ign 
the Tropical Science Centev, the

vquiipmnt. CATIE, CITA, CIGRAS, 
lropical Wood Products Laboratory, UCR, and other public and private
 

involved in this research.
ins.titutions will be 

Farmer Group Pilot Projects
d. 


(i) Ma-keting Activities
 

A series of specific marketing acti-
Farmer Income (FY 77) proposal was

vities described in the Small 
the value adced to agricultural outiauvgested as ways to increase 

/or reduce the v.lue lost between farm 
put at the farm level and 

to focus on reduced post-harvest
and market. These activities were 

improved linkages between
lo:;-ses; improved product qual 1y; and 
lynxuction and jrreting opportunitio-.. The substance of this
 

ir. thi, ' P. This Project component
ea,,]ier proposal is included 
be completed within 18 months, and will consist of 10 independent
atll 

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.
 

"7:,e suhprojeccs will be implemented by 
will be organizedIAC' and CAR. personnel. Farmers 

groups of farmers and 
Oi thIer into coope-rat ive,,;, gier3 a, sEociations, or informal groups 

ruket their produce together. The farmers will play an active
which - their subprojects, assisted by
role in oonceptualizing and pluaing
(CA< personnel. 'Phev will Ie ex ect:ed to bear half the costs of the 

MAG peronnel will provide supervision, technical';Wproject. Local 
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*annintaneeand training. In addition to the iromdiate incme effect 
to he realized by the farmers, the principal impact of this 

activity will be the working experience gained by the CARs 
insolving marketing problems. 

The Systems Comittee will determine 
th, priority of subprojects to be funded. OAtria for subproject 
:;,lction will include: low cost, proven technical feasibility, 
.- implicity, high degree of farmer interest, high potential benefit, 
large number of beneficiaries, and replicability. Examples of 
ls-:.;ible subprojects are included in Annex 8. 

(ii)Systems Research and Development
 

Besides the specific marketing sub
pro'jocts to be initiated in the first 18 months of the Project, a 

,lunhor of other experimental or R and D activities will be attempted. 
('AI,:; will identify possible group activities which could address a
 
i;ywn constraint at any point within a conmdity system. They will 
lrovide expertise to design, locate or determine costs of materials, 
P~iuiixwnt and facilities needed for the group enterprise. While sub

,,'cts will be imnplcented largely by farmer groups, continued 
technical assistance and guidance will be provided by CARs and their
 
:;til during the life of the subprojects. Financing will be provided 
Iror' !;uhactivities as village plant nurseries, local retail markets, 
'onlumity food processing plants, village operated grain driers and 
r.Loragpe facilities, Jarm transport facilities, warehouses, grading 
and packing sheds, milk coolers and collection tanks, fence post 
tratment facilitates , lumber drying, sheds, sawmills, furniture 
rik ing equipment, aiiiul feed mixing plants, fruit dehydration plants, 
iiut processing equipment and facilities for village leather industries. 

An estimated 6C subprojects will be
 
imp'l(minted in at least 5 regions of the country during ti-,e last
 
thrme years of the project. Although this financing will be derived
 
in part from Loan funds, itwill 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
 
,,xpcrimental sub-projects will be substantially similar to those to 
,e,ipplied to the Marketing Activities described above. A comparison 
oI the two subproject groupings follows : 
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Marketing Activities (10) System R and D (0) 

,ject: 	 Marketing Production, Marketing,
Processing
 

Being Tested
r,-Hhnolog9: 	 Proven 

l'iii. icIal 
l(',,i.iJlity: Being Tested Being Tested 

Few 	 Many
1.rticipants: 


(,o0;t: 	 Large Small 

Timing: 	 First Year Years 2-4 

COST BREAKDOWN OF ELEMIEWF 3,RESEARCH 

(Omits "Contingency and Inflaction") 

($US) 

AID GOCR TOTAL
 

167,000 808,000

,i. Improved plant materials 641,000 

(200,000)(200,000) 'quipnent 

Improvement of station
 

(200,000)
(200,000)
Facilities 

Operating cost of 

experiment stations (156,000) (156,000)
 

oeed, trees bedwood,
 
root, stock, etc. (85,003) - (85,000) 

Personnel, utilities, 
(167,000) (167,000)
materials and supplies 


1,.	Field trials/demnnstrations
 
(Item funded under Element 3,
 

-ram Management) 	


- 469,000r. 	 (nneral Research and Develop. 469,003 
Institutional Contracts (425,000) - (425,000) 

(44,000)Personal Services Contracts ( 44,000) -

UN, ASSIFIED
 



- 28 - UNCLASSIFIED
 
AID COCR YTAL
 

d. Iare.r gproup pilot projects 473,000 
 43,000 516,000

MKtrketing Acti vities 
 (160,000) (43,000) (203,000)
rame Group pilot projects (313,000) - (313,000) 

TOTAL 
 2 583,000 210,000 1,793,000
 

4. Credit 

Loan funds will move throm.gh the National Banking

.;v's.tem (SBN) via constituent banks to small farmers participating

iII the integrated system approach to agricultural enterprises. Such
I,,nding will follow farm plans developed undar the Farm Management
,,)ezent of the Project. 

The SBN will be responsibla for covering the operating
ro:'tn, including personnel, of the Credit Element and will utilize 
rx i:;1:.ng systems of sub-loan analysis and prccessing. To further 
ir,,nce the per-unit cost loansof lending, to groups/associations willIx-,*mcouraged. Credits may also be granted to processors for relending
to producers in cash or kind. This type of sublending can be expected

a; meWdium term crops comebegin to into production. 

,he SBN will wake funds available ($2 million) from

Ih,irregular xortfolios in short term produztion credit sub-loans

to ffam rs particifpiting in the medium term non-traditional programs.
We,aTticipate that this short term production credit will be in ad
d ition to previous SBN levels of lending to small farmers for 
production credit. 

F,amers as individuals or in groups will be selectedly MAG/CAR For participation in the program. 
Farm plans will be

leveloped by MAG for the individual enterprise and submitted to the
,,RN for credit analysis. The SBN will collaborate closely with MAG 
l)'r.-onnel in the development of to determinefanrm plans crexit worthin,': ,; of individuals Felected to pa.rticipatc in the Prograr.. More
Ihin 90% of the fm-ns in Co ra .ca ari. owner-operated, and SBN of-
I iri-lb; indicate thpv feel ideq,Y. sa-.rity would be available foi 
financing medium term enterprises in the majority of cases.
 

The criteria for)small farmer participation in
the Commnodity Systems Project will be based upon USAID's DAP and

Agricultural Sector Assessment strategy and identification of .'e

AID t.rget group in Costa Rica. 
 Two principDal criteria wil 
ze
 
per capita income of $150 oi less at 1969 prices and land hc iings
not to exceed 20 hectares. Since the average rural family 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
 
farmners participating in the Project.
 

http:i:;1:.ng
http:throm.gh
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The SBN will maintain close liaison with MAG 
to assure minimum de

l.ila[iclans assisting farfers with farm plans 

lhv:; in credit analvsis, loan closing, and loan disbursements.
 

Rollover funds throughout a period to be agreed 
as in:ia-la program 

upon shall be used for the same general purrose 
and the SBN will. provide separate accountability of mediun 

Iutds, 
credits within this Project. The GOCR and SBN will 

and short term 
short term revolving production

covenant to maintain the medium and 
to the funding provided by the Project.

funxls at levels at least equal 

farm plans they mayAs MAG technicians develop 
farmers who are concentrating on similar crop mixes due 

id'nti fy other instancesor soil types, or 
1-o comparative advantages of weatlier 

!ies cr a jointly owned ir
whvre some conmon bond such as family 

serve to form individuals into informal "mu
rip,ation system would butbe cooperatives,These groups would not
tual guarantee" groups. 

as pre-coop entities, -articularily when long term crops
night serve 

asista,ce will be less costly to administer 
r,,ach maturity. Technical 
when given these groups of from 8-25 individuals. 

are made to
In the "mutual gurantee" system loans 

who have the -oint responsibisigned by all members,the group but 
I i Iy to pay the loan of anyone who defaul-ts. The qr3ups normally will 

allow bad risks to join, and tend 
to provide a continuous monitor

not 
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
 

This system is :.egal in Costa Rica, but
 
the common benefit of all. 


The SBN is enthusiiastic about group 
lending.
 

has not been widely used. 


They recognize it would substantially 
reduce the per unit cost of
 

lending and at the same time permit 
a highe:: incidence of credit
 

Group lending under AID programs
 technician/farmer supervision. 


in other countries, such as the Dominican 
Republic, has allowed
 

credit agents and agriculture technicians 
to servic, increased
 

numbers of small farmers.
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FLDW OF PROGRAM CREDIT RUN=S 

Individual Loans 

WAG/CAR technician develops farm plan with farmeo. 

Farmr makes loan application to SBN. 

SBN does credit analysis. 

Farmer receives medium/sbort term credit. 

MAG/CAR/SBN provide T.A., monitorshiA and collection efforts.
 

Farmer repays SBN.
 

SBX relends for similar purpose.
 

Group Loans
 

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

&oup makes joint application for mediu/shat term credit. 

SBN does credit analysis md deposits money in special account fr 
group. I 
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pm-- ident/treasurer make periodic withdreals fran special account 
hased on weekly/monthly requiraments of ixKividuals, and based on 
rr"'papproval then disburse money. 

MA(;ICAR/SBN/GROUP provide monitorship, T.A., and collection efforts. 

l'lir-r-s sell crops and deposit to special acoount and loan repaid 
to .PBN. 

!'.N relends for similar purpose. 

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

MEDIUM TERM CREDIT 

Term 2 to 10 years 

Interest Not less than 8% 

Grace variable with enterprises 

PROGRAM FUNDS $4,785,000 

Average sub-loan 1,200
 

Maximum crop enterprise 1,750
 

Maximum dairy enterprise 2,500
 

Miniun loan 


SHORT TERM CREDIT
 

Term Crop cycle to I year
 

Interest Not less than 8%
 

&race period none
 

PROGRAM FUNDS $2,000,000
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Average subloans 500 

Maximum subloan 700 

Minium subloan 100 

A partial listing of uses of subloan funds follows: 
:;.(,d,;, plant materials, agro-inputs, tools, equipment, breeding stock 
xfi capital impronments essential to the enterprise. With respect
to group loans, consideration will also be given to small irrigation
prvi'ects and storage and processing facilities. 

Medium term credit will be given only to small 
lhirmrs who have less than 20 hectares and who have a farm plan dev
eloped by MAG, technicians. Project funds for short term credits 
will be given only to farmers participating in the CommTdity Systems'
onterprises. Such short term monies will allow 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
 
of total sub-loan monies are directed to livestock enterprises. No
 
funds will be made available for beef cattle enterprises.
 

ALLOCATION OF ELJET 4, CREDIT 

(Omits "Contingency and Inflation") 

($US) 

AID GOCR TOTAL 

Short Term - 2,000,000 2,000,000
 

Mediun Term 2,5005000 2,285,000 4,785,000
 

TOTAL 2,500,000 4,285,000 6,785,000 
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II. SOCIAL AND ENVIRONNOM ANALYSES 

A. Social Analysis 

1. Cultuml Feasibility 

a. Target Group 

This Project is directed toward the small 
loor' 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 heterogeneity of the 
target group, it is necessar-y to the success of the project to have 
an understanding both of the existing overall social landscape, and 
o the differences among the groups involved. 

b. Small Farmers - Established 

(i) General Characteristics 

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

(ii) Social Organization 

The Costa Rican farmer has tradition
ally lived in a dispersed cormunity settleent. Although formal 
:;ocial organizations related to government, schools and churches 
arv important in the oonmnity, they have their foundation in less 
rormal family-friendship 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 
social strata rather than among strata, thus coomunication is limit
ed. Small farmers owning thier own land ae one social stratum, 
Iuidless laborers another, an"- large farm owners still another. 
'11i; basic community structure, however, need not harm a program if 
it is recognized and care taken to include leaders from the informal 
groups as well as the more visible leaders of the formal cor aity 
structure. 
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(iii) Receptivity to Change
 

The established small fanner has 

been doing the same things his grandfather did, and in many cases on 
the same land; therefore, certain resistance to new crops and tech
nology can be anticipated. It ..3 important to show these farmers 
wVlt can and will happen if new techniques and crops are adopted. 
Rick can be minimized for the small farmer by extensive, well-plan
ned use of demonstration plots. It has been the experience of ex
tension workers that although the farmers ar. cautious, they are 

For example, approxianxious to adopt new ideas if proven sound. 

metoly one-third of all small farmers in Costa Rica now use ferti
lizers, and some are also beginning to use agricultural machinery. 
'n, frmers are quick to accept change when they are confident that 
prol it will increase. When government support prices were raised 
,;evaral years ago for rice, beans and corn, dramatic production in
cre'ses followed. 

(iv) Project Suitability and Acceptance
 

In general, organization of the
 

established 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. 
Thin Project includes training courses, demonstrations, and field
 

,1:-yr; which will provide the farmers with ex~osure to the methods of 
.improved production, marketing and processing technology, and farm 
maunagement. Technical assistance will be provided to small farmer 
groups and individuals in location specific programs to promote im
pIot-ved production, marketing and processing of new and traditional 

The farmer will be encouraged to participate-op'; and products. 
act ively in these programs, and to share ideas and experiences with 
other farmers and with those offering the tachnical assistance.
 

c. Small Farmers - Newly Settled
 

i) General Characteristics
 

Families in newly-settled comuni
92% of whom come from rural areas, have an average of 6
tlies, 


wereunrnhrs. The majority of these people day laborers before 
they obtained their lands, and they continue to leave the farm for 
snisonal work. 
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(ii) Social Organization
 

In the newly-settled communities
 

there is little in terms of either formal or informal social organ
ization. Most of these comnunities are new, and, in general, not 
riki-y resources have been allocated for development of new commn-zty 
inlrastructure and social programs. The members have rural back
grounds and are accustomed to a strong network of family-friend
sfdp ties; however, since the settlers came as individuals from
 
dirferent parts of the country, they are uprooted and broken off
 
[ruin familiar channels of comunication. Interaction is inhibited
 
:;i.nce trust and friendship have not had time to develop.
 

(iii) Receptivity to Change
 

introducing new crops and technolo
gy should be easier in this group since itmay be assumed tha
hiving moved outside their normal social sphere to a new land, they 
,rxe already started on a process of change and are more recepcive 
to change than small fanrers who have been nany years in the same 
community. 

(iv) Project Suitability and Aceptance 

Although acceptance of new ideas
 

:;hould be easier in the newer communities, any program instituted
 
.inthis type of conmunity must be prepared r.ot only to introduce
 
innovations, but also to develop the basic community organization
 
nerronsary for implementation. The administering body in most newly
o:;ihlished communities is a formal and artificial organization im,
ljo.;cd from outside with no ties to family-fhiendship groups. Ef
lor'ts need to be rimde to develop new channels of communication and
 
(.)),ration. Improved community coordination will increase the
 
pr)bability of the faxrs benefitting from the technical assistance
1

and credit offered by this project.
 

d. Landless Poor
 

(i) General Characteristics 

The landless rural poor tend to be 
younger than landowners with smaller household size, nearly 1/2 
w[th fewer than 5 menbers. 

UNCLASSIFIED
 



- 36 - UNCLASSIIED 

(ix) Social Ormnization 

he lar.dless rural poor have asocial Cepnzation similar to that described for land-owners,e ept that participation in formal cMczunity organizations and
activities is mre limited.
 

(iii) ReceptivitY to Change 

The landless rmal poor may be themost difficult pnup to reach; not Only because they will benefitonly indirectly by new jobs being created, but also because theyarv, less likely to participate in community organizations. Since
tlx, ir existence is quite precar'ious the landless poor may be 
extemly resistant to change. They believe that they can at leastsumvive the way they ame, and may be reluctant to take risks suchan participating in training progams for new jobs. These trainingprop/ams are absolutely necessary if the rx. al poor are to be ableto work in new industries. Subsidies, however, will probably ben.cessary since they will in most
work 

cases be forced to quit theiras day laborers in order to participate in the training programs. 

(iv) Project Suitability and Acceptance 

Although the landless poor may bemore. difficult to reach, industries in rural areas and on-the-jobtrNiining will help to breach this barrier and incorporate the rurallor into mDre permanent types of employment. This Project, throughMrM intensive farm management practices, marketing, and on farmand near farm processing, will provide this additional employment. 

2. Spread Effects 

The benefits of the Project will spread to otherrur1i1 poor within the target region, in addition to those in otherrvqyions. This Project provides for meditn term credit for perennialcrops, historically not available to small farmers. If the projectworYs in the target region, it is to be expected that interest willIx generated in other regions, and that siminlar credit will be extended to farmers in those regions. Investigations and researchactivities, offering innovations and solutions to problems especially troublesome to small farmers, will be of benefit to farmers in
all regions. 

The spread of Project benefits outside the target 
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area is often hampered more by socio-cultuwal than technical con
ntniints; therefore ,the support of the respected informal leaders
is important. Since much of what is to be spread is knowledge, the

(,II icient lines of informal communication imy be important in in
criislang benefit spread. 

3. Social Consequences and Benefit Incidence
 

a. 
 Access to Resources and Opportunities
 

It is a major thrust of this Project to
improve the access of the rural poor to certain resources and op
IY)1'.unities. Credit will be made available, technical assistanceprovided, and employment generated. These activities will con
Ir-'l)ute directly to the goal of increased income for the target

V"OUP. 

b. Employment
 

The more intensive farm managementpnic.t ices, marketing, and on farm and near !arm processing activities will have provided on farm and farm related employment for

4,yMO fazim families and 4,000 other rural poor by the 6th year
il tor, the end of the project. Farm jobs will be available for the

chronically unemployed rural unskilled workers, and more full-time
enpl)Joyment will Ne available for the seasol laborer. Marketing
,nl processing will also provide jobs for the educated unemployed.
 

c. Rural Displacement, Migration, and
 
Urbanization 

The greater availability of employment,
eC;IAcally full-time, in the rural areas should help to reduce mig'r:i t ion to the urban areas. As the :_andles 3 poor become incorporutI d in these more-permanent types " eployment their general
well are should improve as they becari -ligi.le to participate more 
fully in social services.
 

d. Tnlications 
cr th3 Role of Women
 

There appear- to be a general trend toward
i11or'porating women irore fully into the economic life of Costa Rica. 
Although many farm women do not work out

:,iI, 
 the home, they are fully integrated into farm activities, as-
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g'rninr Yaponnibility especially for ani. care and ga'dening.TI r important role of women in farmn iamilies will be recogni&ed 
bV having the whole lamily unit, not just the males, participate 
in Iain planning projects. 

Women have traditionally had most of the re
ninnsibility for picking coffee. Any new crop with similar part
ti i labor requirements, such as macadamia nuts, could generate 
emplo ent for farm women. More responsible wrk opportunities 
will become available to wmen as increased production generates 
new jobs in marketing and processing.
 

This Project provides for training in several 
1,11as. The farm training courses, demonstrations and fie.d days 

will be planned for both men and women. Female MAG employees will 
Ix., ncouraged to participate in the short-term training programas, 
aj i female candidates will be sought for the scholarships in 
production, marketing and processing. 

e. Changes in Power and Participation 

(i) Community OrganizE tion 

izmition, as well as the 
A strengthening o1 local cornunity c 2gan
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 centreal government. 

(ii) Large and Medium Land Owners 

Problems outside the mechanics of trying 
to work with the target group could come Itom large and medimn 
and owners involved in labor-intensive farming such as coffee 

,tod sugar cane. These crops, and therefore, these landowners, 
will be affected by anything which drives up the cost of farm
labo'r. 

B. Environmental Analysis 

An Initial Environmental Examination accompanies this 

The finding is that this Project will not have a sig
nii icant effect on the environment, and therefore a negative de
tr.vnmination is appropriate. 
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IV. FEASIBILMIY ANALYSES 

A. Eoncmic Aspects 

USAID/Costa Rica's Agricultural Sector Assessment wenti
fied crop (or agricultural product) diversification as one of the 
highest potential means of raising rural poor inomes: through the 
introduction of higher value (and more labor-intensive) crops to 
poor small farmers and thrvugh 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
system are illustrated in the following two tables:
 

Value of Production per Hectare Cultivated I/ 

__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

CoI [ee 769 844
Cacao 118 157 
Beans 108 229 
Corn 100 100
 

Labor Requirements of Agricultural Activities 2/ 

Crop or Activity Pereon-Days of Labor 

Toamtoes 
 200 - 232
 
Flowers 300 - 500 
Potatoes 
 40 - 206
 
Sugar Cane 61 - 81 
Cocci 15 - 70 
Oranges 
 66
 
rlary 54 - 59 

I/ Pnn Annex A of Agricultural Sector Assessment 
T/ Prom Annex A of Agricultural Sector Assessment 
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Yuca 48 - 63 
Corn 45 - 50 
Ibmns 	 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
 
tdS project, we first looked at the profitability of specific crops 
zu.J activities. Potential profitability is demonstrated in the Fi
rncial Feasibility Section of this Paper.
 

However, this potential profitability cannot be realized
 
tuiless 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
 
Jintegrated caonxiity system. The four-year cost of developing such
 
systems mechanism, including direct operational, research, credit
 

and technical assistance costs, is estimated at approximately $11
 
mill ion.
 

,.i 


The USAID-assisted program will concentrate in five geo
graphic zones, 3/with a minimum of 4,000 farms to be directly
 
as:;isted. As a result of this project, substantial changes will have
 
Ut n made in farm management, long-term cropping patterns, marketing 
p)ctices, and access to agricultural processing facilities.
 

The direct income effects of higher value production on
 
thw:;,: 4,000 target farms will not reach their maximum until several
 
yer:; after project completion. However, basing projections on a
 
?imr-1 farm of seven hectares, it is estimated that by the seventh 
year of the project these 4,000 poor farmers will have increased
 
ann aYl profits totalling more than $2 million or more than $500 per
 
f,-dly. By the fourteenth year, their increased annual profits will
 
totl,d nearly $5million, or more than $1,000 per family.
 

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

;J/	South-Central Pacific (Puriscal and Turz'bares cantones); San
 
Tsidro de El General (P6rez Zeled6n and Buenos Aires); Northern
 
Plains (Upala, Los Chiles, Guatuso); Nicoya (Hojancha and Nanda
yiae); and Turrialba.
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minim 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
are the most difficult to quantivities financed through this project 

tify. However, improved access to markets and processing facilities
 
and improved handling of products will increase farr sales as well 

as provide new off-farm employment opportunizies. Assuming that these 

two effects 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 econcmic impact of the project
 

(I .e., attributing production changes only to the 4,000 target farms
 

and not calculating a spread effect), the internal economic return for
 
Since there are manythe project has been calculated at 25.0 percent. 

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,
 
the rate of return to the 30 percent range. These
I icwr'by increasing 

zones will also be replicated in otheracl ivities in the five pilot 

areas 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 done for an amendment to the
 

Agricultural Sector Assessment, if all of the poor farms in the five
 
their land-use patterns,pilot zones were to make moderate changes in 


.,ome! 273,000 days of additional labor would be required. There are
 
Assuming that they were
55,000 non-farm poor inthese five zones. 


ab], to perform a substantial amount of this additional labor, nearly 

30% of the non-farm poor could potentially rise above tCle AID/W pover
per capita income in 1969 prices.ty benchmark of $150 

I/ 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 tho Centro Agropecuario Tropical de Investigaciones y Enseflanza 
(CAIE) at Turrialba, in USAID Costa Rica special studies, and in 
numerous other investigations, favorable opportunities exist for
 
the development of certain non-traditional agricultural commodities 
which can increase income for small farmers. These commodities 
al,;, serve as the bases for various types of on-farm and near-fa-m 
enterprises which would enhance employment opportunities for rural 
rn-larm poor. In addition to the development of non-traditional 
crops, considerable improvement can be brought about in the pro
duct ion and marketing of traditional crops. 

Among the commodities that may be considere#'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 
i,;ing varying levels of production, processing and marketing tech
nologies. This Project provides for an int 6ated commodity 
:;y:.;tems approach through which constraints can be identified and 
:nolutions devised to encourage the orderly development and ex
lym.n;.ion of production, processing, and markating small farm 

1/ 
Summaries of findings of ten general and crop-specific studies
 
follow as Annex 11.
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production. The MAG and cooperating entities 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.
 
Erch commodity system being developed by the Project differs
 
in its present stage of development, in its 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 illustrates the
 
probable priority of constraints and sequence of actions
 
to be taken.
 

In the following example of the small farmer
 
intensive dairy commodity system (see la), the absence of
 
potential or existing producers associations to facilitate
 
the flow of inputs and outputs represents the primary

"constraint" to the system. 
One should note in Example 1
 
that dairy technology is not a constraint, since it is well
 
developed in Costa Rica. No research is needed for ex
pansion of the small farmer dairy commodity system.
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1. 	 Sma Farmer Intensive Dariying Activities Impleenntating Agency and Timing 

a. 	 formulation of potential or existing producers CAR and staff (during first six =aths (me Financial ViM
associations to facilitate the flow of inputs of Project) 	 VqmntM 2) 
and outputs.
 

b. 	 provision of knowledge to farmers on improved dairy CAR and staff, (during first year of 	 (me Finamcial Plan
technology Project) 	 El~met I and 2) 

c. 	 development of farm plans which include intensive CAR and staff farmers, (during years 	 (me Financial Plan 
dairy enterprises 	 0.5 - 4) 
 hmnt 2) 

d. 	 provision of credit for purchase of animals, fencing, SBN and CAR staff (during years 2 - 4) (mee Financial Pias 
improved pasture, etc. Elment 4) 

e. 	establishment of facilities for collection, processing, 
 CAR and staff, farmer groups (during 	 (ame Financial Plan 
transport of milk to processing plants years 2 - 4) 	 Element 3) 

f. 	 improvement of the availability of high grade cows/ CARs and staff. UCR, CA1IE, private (me Financial Plan 
beifers to small farmers enterprise (during years 1 - 4) Zlement 3) 

g. 	 provision of irrigation tacilities for maintaining CARs and staff, fa-mer groups (during (wae Financial Plan 
pasture throughout dry season years 2 - 4) limnt 3) 

2. 	 Fruits and Vegetables Activities 

a. 	 formation of potential producers into associations To be conducted by CARs (during 1st 	 (a Finwcial Plan 
to facilitate the flow of inputs and outputs year of Project) 	 hint 2) 

h. 	 provision of training and technical assistance to To be conducted by CARs (during years 	 me lueiamal Pan 
farmers and groups in 3evelopment of farm plans 	 1 - 4) ;hwmt 1. and 2)
and management techr.'ques to maximize use of 
resources and to maximize output values. 



- 43B 
oWczASIM 

2. Fruits and Vegetables Activities (Continued) Implementing Agency and Timing rfimciqg 
c. the conduct of research and development activities 

to reduce on-far, To be conducted by CARs, Marketing Unit, (seelosses Fircl PlPSCa (during years 1 - 4) Blount 3)
d. the conduct of research and develogment activities To be conducted by CARs, Marketing Unit,to improve past harvest methods including simple (see Finami PlaPSCs, and cooperating entities as nec-grades and standards, use of improved containers Elmut 3) 

and packages, improved handling, assembly, packing Blount 3)cessar (during years 1 - 4)
 
and transport techniques
 

e. the training of MA- personnel and farmers in To be conducted by CARs, MAG specialists, (e Finacil la
iproved marketing technology 

the Marketing Unit and PSCs (during year 1) Zlamnnt 1)

f- provisicn 
of short and medium term credit needed

for To be conducted by SBN, CAR (during yearimplementation of farm plans (e Financial Plan2 - 4) (amnt 4) 
g. provision of technical and 'inancial assistance To be conducted by CAR,to farmer groups in developing and conducting Systems Committee (s Financial Pl(during year 2 - 4) 

group activities in production, =arketing, ( lount 3) 
processing 

h. establishment and strengthening MAG research To be conducted by MAG Research Divisionstations for new non-traditional crops emphasis (s Financial Plan(during year 1) Elanint 3)
 
.the coduct 
of research and development on new To be conducted by the AG Researchcrops to be Proted in the future 1/ (see Financial PlanDirectorate (during year 1 - 4) Bleunt 3)J. the conduct of market studies to improve upon the To be conducted by AG Marketing Unit,oilstng c ity system (see Financial PlanPSC and cooperating entities as needed ElUemnt 3) 

(during year 1 - 4) 

6te: S'nc, the technology of existing fruits and vegetables
basis 

in Costa Rica is well developed, no agronomic research isat the present time. needed an & primrityOther factors than research represent higher priority contraints. 
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3. 	 Forestry Products Activities Iwplmentng Aqency and Timing FiLancing 
a. 	 formation of potential producers into associations CARs (during year 1)to facilitate the flow 	 (am Financial PIof inputs and outputs 

Klemnt 2) 
b. 	 provision of training to MAG and 	 farmers and technical CARs, CATIE, ..AG Specialistsassistance to farmers 	 (an Financial Planand 	groups in development of (during year 1 - 4) Element I and 2)farm plans and forestry management technology to 

utilize labor and land more effectively 

c. 	 development of group activities for 	nurseries to CARs, (during years 1 - 4)propagate tree seedlings 	 (one Financial Plan 
Zlew Mt 3) 

d. 	 provision of medium term credit to finance tree crops SeN 	 and CAR (during year 2 - 4)on farms (Cm Financal Plan 
Elaent 4) 

e. 	 development of group activities to utilize present 	 CAR (during year 2 - 4)and future production of wood products 	 (ne Financial Plan 
Element 3) 

f. 	 research to imp.ove the forest rro t coiodity 	 NAG, Wood Products Laboratorysystem (e.g., more 	 (n Financial Planeficicnt ,'aod product utilization, (during years 1 - 4) Element 3)use 	of by-prodxicts, ne- -n*I -nd,,-ries, etc.) 

g. 	 research trials/demonstrations on use of forest species CARs (during years 2  4)as a farm enterprise 	 (m Financial Plan 
Ilrnint 3) 

4. 	 Cacao System Activities 

a. 	 formation of existing cacao producers into associations CAR (during year 1)to facilitate flow of inputs and outputs (s Financial Plan 
Elennnt 2) 

b. 	 formation of potentially new cacao growers into associa- CAR (during year 1)tions (om Finani Plan 
Kmt b
 

c. 	 provision of training and technical assistance to both CAR 	 (during year 1)groups in a 	 (m Financial Puan& b above in cacao technology including 
aemnt 2 and 2)rehabilitation of old plantings, demonstrations of
 

of rehabilitation
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FinancingIslmnting Agency and Timing 
4. 	 Cacao System Activities (Continued) 

(ma Finmscil Pl
CAR 	 (during year 0.5 - 4)include cacaod. 	 development of farm plans which glemant 2)
 

enterprises 

(see 	Financial Plan 

CAR, System Committee (during 
e. 	 provision of financial assistance to farmer Element 3)


year 2 - 4) 

groups in cacao nurseries and processing 

facilities 
(see Financial Plan

and 	CAR (during year 2-4)
term credit forf. 	 provision of medium and short SBN 

ElISnft 4)
 
rehabilitation 
and 	new cacao plantings 

(am 	Financial Plan 
CAR, Marketing Unit (during 

g. 	 provision of technical assistance to farmers Element 2)
years 2 - 4)

and groups in providing market outlets for 

cacao production
 

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


5. 
(see Financial Plan 

MAG 	Research Division (during 

a. 	 the conduct of research on new specialty Element 3) 

year 1 - 2)
that appear to have high potential forcrops 

use by small farmers / 
(see Financial Plan MAG, Res. Division, farmers (during 

b. 	propagation of plant material for use by Element 3)

year 2)


farmers 

(see Financial Pla
 

CAR, PSC (during year 1) 

c. 	training of NAG personnel and farmers in Element 1)
 

speciality crop technology 

(se Financial Plan
 

CAR, PSC (during year 1) 
working with existing farmer groups, Element 2)
 

encouragement of further diversification 

d. 


on mall farm 

pus jenta, etc.for 	example annatto, black pepper, 
Note: Good technology for some speciality crops already exist 
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IOlml nting AgencY and Timing rFiaemel 

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

e. development of farm plans to include high value 
speciality crops 

CAR (during years 1 - 4) (am Financlal 
Elemt 2) 

Plan 

f. provision of credit for specialty crops SBN and CAR (during years 2 - 4) (am FinanciL Plan 
Elment 4) 

g. financial assistance to farmer group in processing 
facilities for speciality crops 

CAR, Systems Committee (during 
years 2 - 4) 

(see Financial 
Elent 3) 

Plan 

h. 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 year 3 - 4) (oee Financial Plan 
Element 2) 
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2. Technical Assistance
 

The attainment of the outpats expected from this
Iiv'jct will require a considerable volume of technical assistance,
w i tli recipients ranging from high level professional personnel of 
th, ()CR to the target small farmer. Given the diversity of the 

n(v:;truints identified within the commodity systems, a considerable 
d ivrsity of subjects will have to be addressed. Much of the 
(Y:l-rtise can be procured locally, especially in the phases of 
l3Z u'iuction and in economic studies. However, considerable outside 
.J:;;istance will be needed in processing and in marketing, as well 
0 in small farm planning and management. 

Much of the T.A. component may be considered to

Ix,training. This assistance would basically be addressed to up
pp.1I.ing the technical capabilities of Costa Ricans at all levels;
,rlld, as a result, strengthening the GOCR entities concerned with 
,,piciuitural developmnent as well as transferring improved technolo-
P.', in production, processing and marketing to the private sector. 
N; on additional means for improving the technical competer.r of 
Conta Rican professional personnel and public sector institl-ions, 
ocadnimic training programs to the M.S. and B.S. level are planned.
'11:; academic training would be limited to fields such as marketing,
IrxxI processing, agro-industry, farm planning and management,
rcr'Iain aspects of agricultural economics, and crop specialization,

;,ir . these are subject-matter areas in which MAG has limited 
i,'lk]iblities at present. 
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C. Administrative Aspects
 

1. Roles of pMleMentin0g O ,zatigns 

The key GOCR implementing organization will be
 
t., Ministry of Agriculture's to-be-formed Systems Committee. 
IJr(dect related financing of farmers and coops will be provided by
the ABN. Sevexal Costa Rican resear-h and development centers will
play active roles: the Food Technology Research Center (CITA); the
(',ntier for the Investigation of Grains and Seeds (CIGRAS); and the
 
Pmpical Aricultural Research and Training Center (CATIE). 
In the

cIamjo, the Regional Agricultural Centers (CAR) will play a leading


inle inproject design and implementation.
 

a. MAG 

i) Systems Conlrittee
 

The Systems Committee will also be
r,1:.onsible for contracting specialists to work in new crops and
 
olror,areas of assistance.
 

(ii) CAR
 

The Agricultural Regional Center
((WA') Directors will be responsible for developing farm plans for
 
tC,production of non-traditional crops, and the delivery of techi.,1 assistance to participating small farmers. The CARs will
 
tr,the lead in conducting a series of arketing activities re
li i 'd to srrall farmer .ost-harvest and marketing problems, in
c lud i ng individual. problem analyses, implementation plans, and 
('v.i uation criteria. 

(iii) Direcci6n de Investigaci6n
 

This office will be responsible

I ,' the oaxrrntion of the plant Introduction Garden and the five 
,i ,r.jment stations. 

(iv) Marketing Unit 

The marketing Unit of MAG will comprisea group of 4 - 6 marketing technology specialists headed by a trained 
marketing economist currently assigned to OPSA. The Unit will plan,
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develop and implement marketing activities o" the Project, including 
identification of specific marketing problems devising solutions, 
development of marrketing training materials, training of MAG personnel,
technical support for the CARs, marketing studies, the establishment of
 
an information system for prices and availabilities of major food
 
products, and the analysis 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 t.he Commodity Systems Project.
 
The services are expected to expand and eventually be useful to all
 
farmers in Costa Rica. An antecedent to this Unit is the "Proyecto

Integral de Mercadeo Agropecuario" (PIMA), an office set up in 1972 
within the Ministry of the Presidency, which has since been dissolved 
with its technicians going into the large IFAM Municipal Market project 
Inthe outskirts of' San Jose and into the Marketing Division of OPSA.
 
This OPSA office works in the marketing aspects of planning across the
 
ngr'icultural sector, rather than at the CAR or farm level.
 

b. SEN
 

The primary responsibility of the SBN, through
It; constituent banks, will be sub-lending to support the production 
ard 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 farmers for medium-term production and marketing 
credits (1to 10 years). In addition, the ENCR will make up to $2 
million in short-term production credit available to small farmers in 
thils Project. 

"he SBN policies and procedures as they
 
ippl to Lo~n ,ui'utm., grace and repayment periods, and interest
 

riter; will be tailored to meet the cre.dit needs of the small farmers
 
Idrt ic:ip-ting in each integmted crop production and marketing
 
:--Y:;Lfam. 

During Project implementation, the farers
 
,.*Iilann groups will apply directly to the SBN - BNCR for credit,
 
:',porting their application with farm, plans; description of pro
,liu.'ion technolon; and, if needed, engineez'ing plans and specifi
cit. ions. The BNCR technical staff may participate in the develop
1rCnt of the sub-loan applications.
 

The Bank will supervise the use of funds
 
to nrsure proper use in accordance with approved farm plans. As
 
ruy of the long-term crops (e.g., macadamia, pejibaye and cacao) 
will not bepin to yield until year 4 to 7, continued vigilance by
 
It1., BINCH will be reqtired.
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c. Cooperating Institutions
 

That porzion of R&D concerned with the 
i,,lycmuction, testing, and multiplication of new and improved crop 
vir'ities will be the responsibility principilly of the MA.. 
'lr;nresearch centers: CATIE, CITA, and CIGRAS will be the prima-

TV ,,rga.,nizations for RGD in productior. and processing technologies 
lin new and improved commodities. Depending upon the kind of R&D 
trv,,inrd Ln marketing, additional help in specific probleris T.ay be 
i,., ,i td under contract or other arrangements. 

CATIE will conduct training; operate 
,urnerles for multiplication of plant material of cacao seed, 
n,.llhaye, and macadamia; and other activities. Data and technical
 
recofmendations from the ROCAP Small Farmer "ropping System will
 
also be useful in ecological areas where this ROCAP program is now
 
conducting research. This information will be especially valuable
 
in Improving production on very small farms. Data on labor require
mnnts, input needs, and market potential for basic food crops and
 
selected vegetables will be made available by CATIE for development
 
or appropriate feasibility studies. National technicians who have
 
worked with the CATTE/SFCS program will be available to train exten
sion agents where multiple cropping research has been carried out.
 

CIGRAS will conduct studies and research
 
IIHi, ,irnwitijd ! on-la-rn losses o! grains; develop simple on
 

IImI1Irying 1ic i I ; i', for grains, root crops, fruits and other
 
~.i.,J t-m I .- prov[j~e.gineering design and
ii ;, !, ; ser,.ices in 
I.I Ia tUon of ,;'Ir.(,r:;,* 1os or other storage systems; and orovide 

in ing to MAG pr:;nne! in crying technology. 

CITA will conduct research in food proces
:;iig ; develop uses of agrTicultural by-products; and provide train
ing to MAG personnel in food technology and promote food processing 
asa home industry. 

The UCF will select genetic material and 
1,ib.I ish a gerrn plisin collection of pej ibaye of early maturity, 

!;h,,'' stature, ;).ineiess characteristics, high yield, and improved 
(l],iity for various us;es includJing; fresh fru-,it, flour and tortillas, 
iniri-l feeds, an(] ''MbijI o0 
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The ROCAP a, .- iated Regional Horticultural 
Project is providing technical ass-1 ice and training to the 
Ministry of Agriculture extension - ice (Horticultural Division 
staff), and to the staff of the Hor- ultural Division of the Univ
ersIty of Costa Rica, the leader :z rield research in Costa Rica. 
Training at the graduate level for at least two Costa Rican horti
cul turists, annual short course training on research materials and 
methods, marketing of perishable products, etc., will be offered. 
Plant material of selected high yielding, superior quality
varleties also will be made available to Costa Rican counterparts
for experimental use and as the base for commercial multiplication.
Thosr two groups in turn will be providing technical assistance in 
thtn Project. 

d. Ministry of Finance 

As the GOLR's authorized representative for 
,.ir-,np~ing all forelIn loans, the MOF has requested the loan and will 
nr ,)t iate the Loan Agreement. Conmrtments o: counterpart funcls are 
mide by the MOF, which presents the annual budget, including pro
jx)r;vd Loan and counterpart drwdowns, to the Legislative Assembly
Ior, approval. 

ORGANIZATIONAL RESPONSIBILITIES 

Activity 	 Organization 

MAC Thaining 	 System Conittee 
MAG/OPSYt 
CAR 

Farm Mpt 	 System Conmrittee 
CAP, 

Research 	 System Conrrittee 
CITA 
CIGRAS
 
CATIE 
UCR
 

Credit 	 SBN 
CAR 
CATIE 
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2. Capability of Implementing Orgawizations 

a. MAG 

The Ministry of Agriculture (MAG) bears the
 
mijor' (fCR responsibility for agricultural and rural development in 
(4,.; ,iRica. Its proprrns over the years have been directed largely 
.o,lIricultural production. After considerable success in meeting

g'ror;s production goals, the MAG has begun directing rre attention 
with AID assistance to target groups of small, poor farmers. Under 
ILoin 022 the Ministry's operations were reorganized and agents werp
tni ned in techniques of group education and extension to small 
lrmem. . Under Loan 025 crop-specific production activ-ties are
 
Iing implemented in each agricultural region, with identified
 
Ltj,,et group participants. Through this experience the MAG is
 
,lecloping the capacity to work with groups of small farmers in
 
tIti lkirts of the country. 

The GOCR's Agricultuiral Development Program

(Al '), st..ted.in 1971, has taken the initial steps required to 
,I,,Iif y tradit ional structures so that public services can be pro
v i,I.,,,I nre el fectively and equitably in rural communities. 
lPr'r,.rvss has included the establishment of the National Agricultur
.IiCouncil (ON), conrxXscdof the three Ministers and three Execu
1ivt, l'residents of autonomous agencies involved in the rural sector 
wiII, the Minister oI Agriculture as chairman (7 members). This 

'rrj i , meets at least once a month to discuss and decide policy and 
pr rims in the agriculture sector. 

Much of what CAN discusses are
 
.Julies,projects, and plans submitted by the Agricultural Sector
 
i'l.ining Office (OPSA), a group of about for-ty technicians with 
:;I)(-(:i,.ities in planning, agricultural economics, agronomy, re
:;(.ros, meteorology, statistics, etc. This group works under the 
,liryrct ion of the TechN:ical Vice-minister of Agriculture and the
lx'.cutive F.ecretari.at of CAN. CAN meetings are well attended, and 
,l,,hlte is open. Given the group's status and ability to cormit 
W,.ir, respective institutions, CAN decisions usually become policy.!/ 

Other areas of progress within the ADP
 
i,'lidi: the rr.orgpnization of the NAG extension and research 
::;rvices; the expansion of credit to small farm operators and
 
w'j,,1,r~itivs; to include many new borrowers; greater use of crop
i, .;,r-ance and conmmndity price stabilization programs to reduce 
lr,,diction risks; land titling to enhance the security of land
P/ 'le failure of the CAN member hone offices to delegate authority to 
ihAr,field offices led to thi H~m1nq- of the CANCITOs, an experiment 
Inwhich an attemt was made to replicate the CAN at the Regional level. 
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tliar.; gmin nrd ,eed quality researdh; and the exp-nsion of tvtin
in) of middle managgnent apricultural technicians. 

71he Agricultural Development T'ogram ha..

,:rv..itd a national consensus on rural needs and the Sector's im
I,)rtnce to national development. This awareness of rural needs
i:exenplified, in part, by the researzch work MAG is enigaged in 
re,:,irding a number of specific small farmer crops in three large
,xpxlrix.ntal stations. 

The quality of several MAC,offices is re
txcn iz(:d abroad. WlG's Veterinary Department, because of its
::u'cessful work in controlling poultry and animal disease, is 
rvquently requested to provide assistance and advice to other

Central American countries on their own animal disease problems.
'Ibe Extension Service of the Ministry is the most effective in
Central America. As of August 1977 there were 51 extension agen
"ie:; disperned around the country. 

The MAG organization consists of a nationalh,,i, lrter-, eight re.jional centers (CARs), and three experimental
:;,i1 ons. 'llie CARs carry out local agricultural programs es
hvl1l ished at the national level. In a move towards further de
,,ntralization, the Ministry has cultivated the direct participation
Id ,:0iiinuruty i*:siont thro)ugh the establishment e Cantonal Agri
iil ur*il CenI er., :.tren)thening the capaci -y of rural localities 

1- ikdrr:ss their wn coirnon agricultural needs. 

The new Marketing Unit will be set up to
 
Identify and respond to specific marketing problems and mission
 
opportunities, particularly at the small-farm level. 
The Unit's
 
:;taff and a listing of typical tasks to be carried out appear'in 
Annex 10, MAG Marketing Unit Tasks. 
The Unit will provide technical 
nupport to the CARs and the SBN in the preparation of farm plans;
will be available to consult with farmer p'oups and individuals; and
will carry on an active national market news campaign. 

MAG's budget has j u.Wd im 'J)t '5
ml I.lion in 19711 to i pr.sent level of $9 million, s.ignifying al.i;investment ol somo $I3million dollars through 1977 and a 
l)I,',,.t increase of over 80% in four years. Significant VAG
lki),ltary increases have been rnade in the last two years in a 
riurrihr of prno.-wn areas which relate to this Project. Budget


,unds for rrsearc:h have increased by 57%. CAR budgets have risen
 
,Y'approxinutply $1.6 million to $2.1 million. 
 Funding for
 
(,r',.!try ha!; .incmar;ed by 58%.
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Top managemnt of the Ministry is professionally ccmpetent. The staff includes 320 professionals, 412awicultural technicians, and about 415 administrative employees.Of the total professional staff 72% are stationed in rural areas.MA, personnel have acquired experience during the last six years,nnmging various portions of two AID Agricultural Sector Loans(Ioans 022 and 025), loan funds fron IBRD and BID, and inter-Inrstitutional arrwgements/agreements (e.g., IICA, INFOCOOP, etc.) required for loan implementation. MAG's planning arm, OPSA, is capableinproject planning, monitoring and evaluation. OPSA's overallcapability was reinforced this year with the incorporation of a sevenmrmber contract team (supported by Loan 025 funds). OPSA iscumrently working on a new four-year Agricultural Development Program1'ov release in early 1978. 

1.. SBN 

Comercial banking in Costa Rica is -roviI. only through government controlled (autonomous) institutions,
in the Nationalpr1 (ul.d Banking System (SBN) under the control andlir,,ction of the Central Bank. The four banks in the SBN all provi'h, credit to ajriculture. The largest in this group, and also
th, one with the greatest proportion of its portfolio in afririiI"ijnil loans, is the Banco Nacional de Costa Rica (BNCR). With
(ovfr 100 offices, the RNCR is one 
of the largest banks in CentralAmrica. It; ]olon portfolio includes exposure to non-traditional 

ir, lucts: vegetable oil and lard processing; a tannery; and dairy
prodJucts. 

The BNCR plans to continue ex ding itson'ritions to rur,,l areas. Its rural credit department includes,i tv-cluiical assi:;tance staff with one chemical engineer, 120 a,)nrnists and a)lric'ultunrl engineers, 2 technicians to promote:;nfl industry and cr'aftt;, and veterinarians and zootechnicians..liclh regional ofi icce manager is expec:ed to live in and becomel.rnwiedgeable about "is local area, an: usLIlly has a backgroundini i-"nomy. The b banks carry out their agricultural len ingrpex-r:lons in an elf icient manner. Bank officials are usuallyrpl ,lified and competent, perhaps ref -*cting the relatively high
::,.iIr'ics paid to bank employees. 
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General GOCR credit policy in recent years
4ea?; been expinsionist. Over the past five years agriculturalc:!,,,ijt has more than doubled, while credit -:o small farmers hastLviled. Th6s expansion represents increased availability of fundsIrum both national and external sources. 7he SBN has handled AID,BII) and [BRD Leain funds during the past four years. The increasein :;iall fanner cre.dit is the result of a national policy decisionto increase the availability of SBN funds to that target group.
 

C:. CITA 

The Food Technology Research Center (CITA)
w.:: r'stablished as p,..rt of the University of Costa Rica (UCR) in
1'l1-8 as 
a result ol an agreement between the Ministry of Agriculture, the 11CR, wid the National Production Council (CNP).lini;t ions as a rvse!arcli organization for developing new food 
CITA 

pn',lucts, improved processing technology, and improved quality!;L.indarxs for prrcesed foods. With financial assistance from AID(lOiii 022) and the Interamerican Development (BID)Bank a researchi:ii ity was constructed on the University grounds in 1974. 

CITA is reasonably well equipped to conductt,, typ of1 food technology research required for Costa Rica. Itsi Ilot plant isconsridered the best in Central America. Research
 
lprior ities are well directed towards areas of critical national
nierl -- tie Nationi Nutrition Program (NNP) and greater self suf-Si ,:in,.y in food ijauufacture. T7'aining facilities for personnel-it internic-Lite 'level!c expanding quite rapidly. The profes' I,,staff rro ', ha,,; 
 fiom six in 1974 to 16 as of June 1977,Hie :;upport :.taf'. dItincreased ecually. However the Center may 

and 

::IiII be understafted for the amount of work it is required to per-
I )fli. 

CITA presently has some elenTents of an(XI..,'lsion progmi , as the staff in their normal research roleroAir jict cooperative work with the food industry or agricultural
vcx )'-ratives.One of the major accomplishrents thus far has been
.h,developuent of an undergraduate curmiculum in 
food technology. 

A US UD contract employee wi-h r.iany years,)I-xperlencc in [x)d technology has reported, 1/ based on five
 

1/ Techmical Services Contract 515-260-T. 
Final Report, 6/15/76.
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ye~ir.; association with CITA, that it has the potential of becoming 
its kind in Latin lmzrioa.tw best organization of 

d. 	 CIGRAS 

The Center for the Investigation of Grains 
1:. 1972 as part of the Faculty of ,n :;,,Pds (CIGRAS) was foried 

UCR. Its task is to establish and enforce standards/grr)nomy at the 
lo production, distribution, and trade in crop seeds. CIGRAS also 
provides services in the introduction of improved methods of hand-

Siri, processing, and storing grains. 

CIGRAS has a modern and well equipped seed 
,ul( prain laboratory in which to conduct investigative and extension 
wo:. Correspondingly, CIGRAS has a highly professional staff made 
up ()I a Director, who holds PhD. from a U.S. University; one grain
 

and two seed specialists (PhDs); and three agricultural agronomists.
 
'lbe professional staff is supported by a group of seven adminis
tr-itive employees, including two grain-seed analysts.
 

CIGRAS has conducted more than 2,400 seed 
began laboratory operations in 1973. Theseinentigations since it 

investigations have provided information on such factors as humidi

purity, etc., as related to seed quality. Additionallyl y, density, 
moretf, Center has conducted, as of December, 1976, than 120 labo

ritory analysis of various kinds of grain, e.g., rice, corn, beans 

alnd sorgum. CICRAS maintains close working relationships with CNP, 
of Costa Rica varioust1h, Association of Food Tndustries (ACIA), 

(AI . and the inin;rries of Agriculture in El Salvador, Honduras, 
"First National Semi.1,11 Hic-ragua. In 1974 CICRAS organized the 

ri.r, on Seeds" which was attended by mre than 50 Costa Rican tech

riic ians with intere,,ts in seed technology. In 1976 in collaboration 

with t:he Goverranent of Denmark's Institute of Seed Pathology for 

l v',loped Countrien CICMiAS presented the first seminar-workshop on 

:;i,,d pathology for need technicians in the Central American and 
C.ribbean area. 

Benefits resulting from CIGRAS' work in 
:;!,fr:; include: use of high quality seed; reduction in the amount 
ol :u,1 required per, area unit; higher plant population; and the 
ry-luction of weed infestation in plantings. 

e. CATIE
 

'he Tropical Agricultural Research and 
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''niining Center (CATIE) isa scientific and educational non-profit 
*utornmus institution. Itwas formed in June, 1973, as a civil 
,d:.,t)LItlion by the Costa Rican Government and IICA, with a Poard ol 
Dirvctors composed of members from IICA, the GOCR and a numiber of 
outr;tanding professionals frorn the Americas. The basic objective 
of CAI'IE is to support the countries in Central America and the 
Antilles in their agricultural, animal, and forestry development 
prini'ams, in order to increase food production and the average 
income per unit area of land in the rural sector. To meet this 
objective, CATIE has established research, training and technical 
cooperation progrjams. CATIE's main facilities are located in Pu
rrialba, Costa Rica. CATIE's regional activities are carried out 
thro)1gh cooperative programs with national institutions in each 
Cu,,ntry. CATE has about 1,100 hectares of land on which to con
duct its research work. It has adequate facilities for research
 
aid training, laboratories, classrooms for 100 graduate students, 
Mrrenhouses, herbariurn, as well as a highly professional inter
national research staff. CATIE also maintains the best tropical
 
agricultural library in Latin America. 

As a supporting center ol IICA, CATIE has
 
griduated more than 600 professionals with an M.S. degree. Since
 
19/, CATIE has continued developing its graduate program by sup
porting the Graduate Studies Program of the UCR. The aim of this 
prrgram is to train production specialists in the tuee fields of 
(l'IL's research work. Inibral training is also giver, at CATIE 
by ii.ans of short courses, seminars, technical meetings, and in
;or,v ice training. 'Tne short courses are designed to pn)vide pro
[,.:.:;ionals with tlre latest technical knowledge. CATTE's core 
r,,gr',mi.s financed miriniy by IICA's contribution, annual contri

lil Wns from the Costa Rican and Panamanian Goverirnents, profits 
Irrmi the Center's coirunreial farm operations, and fees services. 
It lso rrceives; support in cash and rhrt'gh the assjnurnnt of 
sp cialists provided by developed countries. 

The countries of Central America and the 
Nilfies are giving, priority attention to iriproving food pm-o 
du(t ion. At present CATIE is workLnV in three 1)epartitnt:,: 
Tropi(:al Crops and Soils, Tropical Ardural Husbandry and Forest 
:;cirices. All thrue concentratc on the development and testing of 
prduction systems. CATIE is focussing its research prograN', on 
! Ludying technologies capable of increasing production per unit 
arx:a, adaptable for use by small and medium size farers. The 
res.arch proxgam contemplates the g#adtal integration of agri-
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,:illzvul, c-Ittle, and forest systems, as a 	means of utilizing the.us'.i': orurces morm. efficiently.
 

'I..e Depart,.ent of
in 	 TroPical,J lition to concntrating 	 Crop; .,d Soils,its efforts on the 	development andilrilp, rvc'Jwnt
ragedof Ioxo crops production systems for small is.:., in re.search on production systems with 

farmers, 
.111. ,Iicadamia --	 cacao, pejibayethree 	crops intended to play an important role inl.Lj, 	plans under this Project. 

The Deparcnment of Animal Husbandry,,,1, 	 l0ing dedicated to developing efforts 
m IP., 	 meat, cattle production systems forand 	both. 'The 	work in all systems is based thejlrvwr use of Ixistux- grass (the cheapest 	

on 
and 	most abundant re:;,,,re the tropics have) and supplementing feed 	with local byp)roucts such 	 as cane tops, rejectliir;k:.. This wor, 	 bananas, and coffeeis directly applicable and cacao
 

l')j,,rt in which (liiryinp will 
to that segment of the


be promoted as a small farm prolu,'l lon activity in !;elected 
areas of Costa Pica. 

'The Departint of Forestli1'' 	 ol I Sciences ,.r rJ-h-, i11clude: silviculture, 	 wainwatershed managem-nt,wi l-,ind ini, 1ej.nt, wood technolory, and 	 forest protectionWl,i,-)j 	 ivilate to -- allthe- pronotion of selected tree crops as a 	 small.irvir,production aetivity.
 

elATI.F has worked wi zh AID
'Wri,'u] tural develorprnt activities 	 on various
NP)/. 	 AID)/ROCAP and CATTE since the middle 1970s. Insigned a contract whereby the 	Center,.r.,. to performr t'cmicil rsear-h servicesI ie, 'k'veloment -,f new cropping 	

in connection with 
systems for use on'ritral. America. 	 small fanis in(?ATTE i5 also workingr)jrut in coornJin,0..ion 	 on a soils fertility 

to 	
with ROCAP. The puL-poselrovide soil ier'tflity expertise 	

of this project isto agriculturel institutionsCrytrul America. 	 inOther 	CATIE activities suported by AID includethe ,.1)]]'Iction ond d stribution 'of a Ticult'za data 	 and horti-Iur 	 product ion. 

competencewitl 	 Ali) lvh-; and perforn'ance recordrpcrntnly b(en xhe subject of a favorable evaluation. I/ 

I/ lf,,rwoo(/lRi cc, vaiuat on report on the Small Farmer Cropping 

!y!tenc; PFrject, June 	 1977. 
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V. FTNANCIAL ANALYSIS 

A. Financial Plan 

As reflected in Table 1, Summary Cost Estimate and Finan
(ili Plan, the total Project cost is $11 million, of which $5.5 
million will be from AID Loan funds and $5.5 million as GOCR counter
pirl;. AlM loan terms will be determined according to ATD/W's
'rit.eria for "intermediate" countries, most likely a 20 year loan,
wi tlh 3%interest charge during both the five year grace period and
the ] 5 year repayment period. Even with these less-concessional 
terns the Loan is attractive to the GOCR as the terms are still 
soFtor than those being used by other international lenders in 
Cos,a Rica. 

Project funds will flow substantially in the manner shownin PTable 4, Project Implementation and Fund Flow Chart. It i. 
nrit iripated that fumds will be disbursed in the following manner: 

: '. ':iJ g.As rwy iud .Aj):ctin AID 3C 

l"". 1 (Currujintte( Integrated systems, 
plans, training :r
L('ting/pri'uction and 
olxrations $2,503 $ ./25 

.1.11i 
y. 

,.ii lankinr, ,i',i uin term credit 
T'hort term crec-t 

$2,500 
_2,090 

$2,2R5 

$5,000 $5,000 

Contingency and _
ilat.ion 500 500 

TiOTAL 5~~:- 5500 

Tl]e 4, C'osting of ?,roject Elements, shows the cost cor.
,i -h; of rach (,hment. 

UL.;CLASSIFID 

l 



- 55 -	 UNICLASSIFID
 

$333,000 will tv provided under Project Elemnt NO,1 :IAG 
';riningfor: (1) the establishr.ent of a System Cormmittee for 
overill Project planning, implementation, monitoring and evaluation, 
(2) he forration of a Marketing Technology Unit (Division) witin 
MAC" to provid, leadership in marketing activities, and (3) a vari
,-ly ()l trinining ,ictivities withifn 'AG. Of the $333,000, $149,000

(45%l) will be used tor operational costs of the Systems Caomittee 
.,li fiirkettn Division; $25,000 (8%) will be used to cover snort 
:,r n 'IDY trmining specialists in production/processing/ma'rketing of 
,,,n,,-I 	riditional crops, post-harvest handling and marketing of tra
1i I i-,ol crop.s;, etc.: and $159,000 (47%) will be used to cover 

: .I,,r, of 'cience scholarships for eight MAG technie.nn. npri R't4rm~i' 
1I :,ience scholr.hidps for twenty l.er level '.!AG technicians. 

Project Icmfeint , Farm Managefent: will 
r"q'1,ive $584,000 in AID funding: $50,000 
(')%) will be used to cover .A. requirements in farm ;anagement,
11,.w tecihnolory, marv.eting, agro-industry and to assist MAG person
n, I in trctining ,-ct ivities, project planning and project ixnplemen-
Iii ,ii. Theu rinnini.ni, $534,000 (84%) will cover operational costs,
,i~',ad pir dioi:,, ,,d materials and supplies in the five CAR's, 

.w, ll v financial support for the CARs' field days, farner meet
i,,.:;[xh)rt Courses., demnstrations, and general promotional activ

it i,.:;. 'ime GOCR will purchase vehicles and spare parts with their 

Projecit :leannt N3, Research, will be the primary res
Ax11;li [ity of the i!inistry of Agriculture at the national and local 

l,,vi:;. 'hi; el;oivit will be finaced with $1.583.000 of AID loan 
I'iils. Of the total,
"All,,000 (30%) will he used to contract institutions and individuals 
1i- 1ew (crop resch, processing research, market research, eco
,,,,,,i,' r*searuch, mdi special studies in marketing and processing.
Ai!) %.,I]fund $485,000 (31%) of commcxity ccsts for plant materials
(:.,.,fs trees, rxx:;, etc.) and equipment for the five regional nur
:J1,,.,.; ,rd the Plant Introductory Garden. Cver thc life of the 

in iId~ if i0: -1 $156,000 (10%) of this Element w,-ill be used 
i:, I W I ie, (oIprdtinp costs o: the :ive expe:Dr-m.ntai pta-

Also under Pro~lect Element No. 3, a series of specific 
tlvirl('ttng activities will be financed with $160,000 (10%) to cover 
pa l. time professJonal services and commodities for cooperating 
iroups of farmers and MAG personnel. $313,000 (20%) in loan funds will 
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hi ipuvitcded under this Project Element to cover group activitiesli norttraditional crops, mostly commodity and construction costs
tof required facllities. 

A tot,l of $6.9 million ($2.5 million AID funds and $4.3,,iiI ion counter~rxt) will be provided as Project ElementJhi'h V4.8 million will provide N34, ofmedium-term credit to farmers forliitction ol nori-t-raditional crops or expansion of enterprises1i11, hive higher, roturn potential than t-aditional basic grains,,11i $7.0 mill ion for annual production loans to the same borrowersI. 111,vide farm ixicome 
Ith, ;xriod that medium 

for farily suvport and debt servicing duringterm enterprises are_ maturing.'-:Ihi'in ure ex.cteJ to 
MIedium ter-.nhave terrns of noie =re than eight years (an. v. , terr,of five to six years is anticipated). Interestwi I ratesIxh8% for I-oth medium and short term, credits with grace periods., iirv(l to 5p(. i fic :nedium tern enterprises. 

i. I fln I .ost element of the Financial Plan*'." "'.y and infl,it ion provision. is a contin-Table I reflects estimated costsAil' ,I $500,900 and GOCR zoof $500,000 respectively. These esti.otes.i0, l ,sed on a conservative rate of approximately 10% of direct Loan 

'The creation of a Systems Comnittee along with its sup-1i- ing f;taI will provide a focal point for the generation ofi, ','0'::;, ir' ,ic(:r'a-l 
1I ion o 

iti (or this project. The following is a desthe, i,:;j:; for, their, gathering of accrualsI',,,,:: rl T',,t for the var' elem.enrts 

. itf72Tl' PROBABLE ACCRUAL BASIS 
1. 1AG Train inp I. Systems Committee accounts pay

able subsidiary ledger; serv
ices provided under contracts;
.A accounts payable. 

,. 'an langcjnent 2. >"AG and CARs accoLnts payable; 
services provided under con
tracts; status of courses against
actual expenditures; purchase
orders for vehicles, materials 
and supplies.
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.I:I0,M PROBABLE ACCIRAL BASIS 
: Research 3. 	 lAG accounts payable; services 

provided under con-racts dnd
agreements; purchase orders forequipment, materials and supplies.

Or. dit 4.C 	 Sub-loan portfolios against proj
ect drawdoms. 
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SUMMARY COST ESTIMATE 
AND FINANCIAL PLAN
(In US SO000
 

_Project Element 
Total 	 Project.. 

pt
No._ DescripioFX 	 GOCR
LC 
 TOTAL 
 LC 
 FX 
 TOTAL
1AG Training 	

LC 

203 
 1i30 
 IRR 
 4o 203 170 
 '471 

2 	 Farm
 

Management 
 47 537 984 465 47 
 1.002 1,049 
 1
 
3 Research 554 1.029 ],981 210 554 1,239 
 1,793
 
4 	 Medium term 


Credit 	
. 

Short 	 - 2,500 2,500 2,285term4,84. 	 - 4,785 4,75
 5
 
Credrtt-


22000 
 2_ooTotal 
 804 4,196 
 5,000 5.000 
 804 9,196 10,000
 
Contingency and
Inflation 
 81 
 419 
 500 
 81
500 	 919 1,000
 

Project Total 
 985 4,615 
 5,500 5,500 
 885 	 10,115 11,000
 

N(JJF.: No inflatiori ricr contilgency is contemplated for the $350,000 Grant. 



TABLE No. 2 

ESTIMATED DISBUOSEENT SCHEDULE 
(In US SOO) 

YEARS 

--FIRST SECOND THIRD FOURTH ALL 

No. Description AID GOCR AID GOCR AID GOCR AI) GOCR AID GOCR 

I NAG Training 130 10 106 10 60 10 710 33 40 

2 Farm 
Management 77 116 169 116 169 116 169 117 Ci 465 

%n 

3 Research 396 53 396 53 393 53 395 51 1.583 210 

4 Mediun Term 
Credit 400 385 700 600 700 650 700 650 2,500 2;285 
Short Term 
Credit - 325 - 550 - 562 - 563 - 2,000 

TOTAL 1,003 889 1,371. 1,329 1.12_ '91 1,301 1,391 5,000 5,000 

Contingency and 
Inflation 75 89 146 133 141 139 138 139 500 500 

Project Total 1,078 978 1,517 1,462 1,466 _,530 1,439 1,530 5,500 5.500 
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COSTING OF PROJECT ELEMENTS
 
(in US $000)-


PROJECT ELEMENT 

YEARS
No.: D~' 
 _p_n 
 COSTING METHODS 
 First Second Third 	 Fourth All
 

I MAG Training 	 10 person/years at $12 thousand
 
a year. 
 72 48  - 120 

10 short term contracts at
 
$3 thousand each. 
 19 10 
 29
 

- 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 tr3;ning
 
courses at an estimate cost of
$62.5 per trainee (200 trainees) 25 
 - - - 25 

- 8 M.S. scholarships of one
 
year ea. in production/

marketing/processing, at 
a cosz

of $8.0 thousand each. 
 0 20 20 20 60
 

- ', B.S. scholarships of 
thf ears each in
 
prouLtion/marketing/processing
 
at $2.7 thousand per year per

scholarship. 
 0 2C 54 25 
 99
 

TOTAL AID 
 1i 
 74_6 T5 T33 
- Committee costs at $3 
thousand a year.

One secretary at $5 thousand
 
a year.

Travel and per diem $2 thousand
 
a year.
 

TOTAL GOCR 
 10 10 10 
 10 40
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COSTING OF PROJECT ELEMENTS
 
(Qn US $00)
 

PROJ[CT 
(LimrNT
NoT: Descriptin 
 COSTING METHOD 
 First Second Third 
Fourth 
 All
 
2 Farm 15 person/months of short termManagement 
 contractors at two months at
time at a


$3.3 thousand per month. 
 25 25 
 50
 
Operational assistance to 5 CARs

who will 
provide Technical Assist.
 
to farmers at 
$17.4 thousand per

year per CAR office. First year

assistance will 
be only $12
thousand per CAR office. 
 60 87 
 87 87 
 321
 
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. 
 " 71 71 71 213
 

TOTAL AID 
 -0-i
 

CAR operational cost estimated
 
at $19 thousand and travel costs
of $1.8 thousand a year. 
 21 21 21 
 20 
 83
 
50 vehicles at 
$4 thousand each
and $82 thousand for spare parts. 
 70 70 
 70 
 72 282
 
CAR personnel and HAG extension
 
agents assisting or participating

in farmer training at 
an estimate
cost of $25 thousand per year. 
 25 25 
 25 25 
 100
 

TOTAL GOCR 
 11- 1 
 1 11-7 
 W5
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COSTING OF PROJECT ELEMENTS 
(inUS $000) 

JECT ELEMENT 
Descript.ion COSTING METHOD First 

YEARS 
Second Third Fourth All 

Research 5 institution Contracts with 
CITA, CIGRAS, CATIE, Wood 
Products Laboratory, etc. at 
an approximate cost of 
$85 thousand per contract. 106 106 106 107 425 

22 person/months of personal 
services contracts at $2 
thousand per month. 11 11 11 11 44 

$100 thousand has been estimated 
for the purchase of seed trees, 
bed~.ood, root stock, etc., all 
at different prices and quan
tities, 5 stations at $20 
thousand each. 10 25 25 25 85 

$200 thousand has been estimated 
for the purchase of equipment as 
tractors, seed cleaners, etc. 
25 units at $8 thousand each. 50 50 50 50 200 

$200 thousand has been estimated 
for improving station facilities 
as building, water systems, 
fences, etc. 5 stations at 
$40 thousand each. 50 50 50 50 200 

$156 thousand to cover part of 
operating cost of 5 experiment 
stations at an average of $40 
thousand per station. 28 28 50 50 156 

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. 160 .. . 160 



PROJECT ELEMENT 

NO Dscription 


3 	 Research 

(Cont.) 


4 	 Credit 


n Us $oooj 

COSTING METHOD 


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. 


TOTAL 	AID 


$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 sLations. 


Salaries of HAG personnel
 
in reviewing, approving and
 
implementing pilot marketing
 
activities isestimated at
 
$10 thousand and operating
 
costs at $1 thousand each year. 


TOTAL 	GOCR 


TOTAL AID 


TOTAL GOCR 


TOTAL 	PROJECT ELEMENTS 


Contingency and
 
Inflation 1/ AID 


GOCR 

TOTAL 


PROJECT TOTAL 


COSTINGOF PROJECT ELEMENTS
 

YEARS
 
First Secnd Third Fourth AI 

- 100 100 113 313 

70 L 2 0_6 1., 

42 42 42 
 41 167
 

11 11 	 10
11 43 

5T353 51 210 

400 7O 70- 70- 2,500 

71- T,156 212 1,213 

1,.W. .ff. ?4.715 2.700 10.000 

75 146 141 138 500
 
89 133 139 139 500
 

T91 279 -20 27_2 1,000
 

jo.L 2,995 2,977 11.000
 

I/ No Inflation or contingency Is contemplated for the $350,000 Grant.
 



PROJECT IMPLEMVElTATICI AD FUNJDFLOW CHART 
TABLE No. 1 

AID i
 
GRANT S350.O-0o I
 

LOANr-5.o~bo)... 
 Contingency and 
SIflation
F Coutrpar S5.5 millon ..........
 

C - t I ---[CentralBank - - -- J-CreditMedium aand 

Short
Proect C6or ittle term 
..... 
 i 6,785,000 

IKG i 
Farm Manacemen-
ec t-AsCoordton |ro r- 

aciviinMa"ktn l"ainl i acFarmerFarmPlan.... 
 Field day's, farmer " e_- o_ - .. .atio2nal ai'i Local Levelm et ngs, short courses ,Ir eric /Local Level 
plant materialsied t it,trialsNtoaTechnical a tGroupAssistance, Oerational and demonstra- assistancenal ar o
|ating costs,|per diem, travel andl prod/processing/Lomarketingl asonistanceresartrainoing andy
$189000 vehismeniesicles./Post harveDv hlondlmeng ane short nt €

of i

fin thejob acajd miO ,erC-t act ser ice .
 tr als anddCon strat -,,se rves op assist

$265,000
atinp od/ corocts,sstra el j
a d 1,9 ,0 e ati n Itio s, enu 
era nts a , C ommoditye a 

ting costs.and facilities.
$226010.000
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s. Sudget ,milysis 

Table 1 shows Central Government of Costa Rica actual ex
;nditures for 1974, 1975 and 1976 and Projected 1977 budget by

Govenment Branches and Ministries, and Table 2 shows inistry of
Agriculture expenditures for the same pericd. Total actual expen
ditures of the Central Government increased from e2.3 billion in 
1974 to 03.9 billion in 1976 (M8.50-US$1) representing an increase 
ot 71% over the three year period. A further increase of 0.2 
biJion frun 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 
aill 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 ,11inistry of Education (28%). In compari
,;ori, the Ministry of Agriculture accounted for 4%of total expen
ditlires, making it the sixth raned 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 
y.U period from 068.7 million in 1974 to e199.5 million in 1976.hi: )1976inciv.ase is attributable mostly to the special transfer 
()IV100.0 million to the Institute of Land and Colonization (ITCO),
i:".pproved by -overnment Decree N°5875 article 4 dated 12-26-75. 

Table 2 reflects MAG's actual expenditures by cost element
 
Ior 19714, 1975 and 1976. It shows (excluding transfers) an in
,n,e from 38.0 million in 1974 to 065.8 million in 1976 or an in
cir,,se of 73% for the period. The 1977 Budget shows an ddditional 
increase of e4.0 million over the 1976 level.
 

Personal services comprise the highest cost element within 
Ilhe KAG 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 e24.5 million in 1974 to 041.5 
milion in 1976. 

RAG actual expenditures, excluding transfers, show that 
1h, ratio of current to capital expenditures has remained approximate
ly the sname. 

i4arl:: All percentages based on actual, non-rounded data. 

LWICLASSIFIED 
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1974 1976 
eooo eooo % 

Curyent 33,586 88 55,989 85 

Capital 4,400 12 9,784 15 

TOTAL 37,986 100 65,773 100 

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

U;CLASSIFIM
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~Mi : '?Y F A R I CL T U RyE A -L E 

A... L .... 
AND 

z" 
??c:lTE -774,

BUDGET: 
1975 AN-

F'? :977 
137E 

TOTAL 

Personal Services 

Current 

41,609.5 

23,726.0 

Capital 

27,091.3 

743.5 

Tota 

68,700.8 

24,469.5 

ecn 

100.00 

35.61 

C-rn 

61,808.4 

34,314.2 

1997 
Cit197o 

22,301.-

62.1 

1 

E4.109.6 

?_.27c.3 

____ 

:O.O 

ii.V7 

Services 2,789.4 112.6 2,902.0 4.22 4,799.7 73S.3 5,526.3 6.57 
MaterialsSuppliesand 2,605.6 - 2,605.6 3.79 5,954.0 81.7 6,035.7 7.76 
Machinery and 

Equipment 

Construction andImprovements 

Current Transfers 

Capital Transfers 

General 

118.3 

3,090.4 

6,523.2 

.1,500.0 

1,891.1 

1,640.5 

12,107.0 

10,584.5 

2,009.4 

4,730.9 

18,630.2 

12,084.5 

2.93 

6.89 

27.12 

17.59 

1,333.6 

1,723.8 

11,091.5 

2,005.0 

924 .3 

_1 

7,352.! 

8,790.7 

2,.1 

2,723.8 

18,443.6 

10,795.7 

2773 

2.05 

.11.10 

12.83 

Appropriations 1,214.6 12.1 1,226.7 1.79 596.6 115.5 7"2.1 .0t 
Amortizations 

(Internal Debt) 42.0 42.0 .06 -

FinancialInvestments 

4,236.4 U,236.4 S.0% 



"INIZTRY 9F AGRIou: ; : 
TA3LE 

ACTUAL EXPENDITURES FCR 1974, 1975 A11D 1976AND PROJECTED BUDGE: FOP 1977 

( in e0 3C') 

TOTAL 
CURRENT 
65 571.6 

1976 

CAPITAL TOTAL 
133 871.4 199,443.0 

PERCENT 
100.00 

1$7 
TOTAL P xC11= 

Personal Services 

Non-Personal 
41,470.0 - 41,470.0 20.79 

77,89.9 

"9.SS2.9 

2 i2 

63.62 
Services 

Materials and 
4,954.0 1,346.5 6,300.5 3.16 

,5 . 

7.769.2 

3. 

9.97 
Supplies 6,273.0 183.1 6,456.1 3.24 

7 7 9 

8,380.S 

9 9 

30.7t 
Machinery and 

Equipment 

Construction and 

1,397.6 696.6 2,094.2 1.05 
1,977.e ".5k 

Improvements
Current Transfers 

Capital Transfers 

General 

258.0 
8,082.7 

1,500.0 

3,344.9 
4,104.7 

119,982.4 

3,602.9 
12,187.4 

121,L82.4 

1.81 
6.11 

60.91 

1.i50.0 
AA71. 

1,500.0 

1.06 
1O.S0 

1.93 
Appropriations 

Amortizations50 
1,632.7 - 1,632.7 82 

1 5 0 0 

503.2 

9 

GS 
(Internal Debt) 3.6 - 3.6 -

.. $ 

138.2 .34 
FinancialInvestments 4 2 .44,213.2 2 32. 

4,213.2 2.11 
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ro,J the 1 Yrlr Period October 1 1976 T Septeber 30 1978 
(LIS ~) =7 nMStebe3018 

496,674= Ordinary, -Xt-n-or-jjnrV 
39% kudget Ppogmr, of 

CAN-OPSA-Planning Unit 

!OCR= 9L8%732 
 252,058= Venezuelan Investment

75% 
 20% Fund
 

1,21.,7 

00 200,000= AID-515-T-025
oi16% 

Technical Assistance 

.223,903= Simon Bolivar Fund
18%
 

314,988
IICA= 


25%
 
91,085= IICA's Regular Staff

7% ParticiDation 

Breakdown of Total Costs 

GOCR IICA 
 Total 
 Percent

J'('r:on,,1 rrOrvices 370,330 
 194,460
Non-IPorr;on,al .564,790 44 %Sprrvices 488,197 
 106,768
,tI])liv: F Materials 594,965 U7 %47,779 
 1,214
tlhinu.ry &Equipmjent 48,993 4 %42,426 
 2,428
Transfers 44,854 4 %
-r-glar 10,118 
 10,118 
 1 %
 

TOTAL 
 948,732 314s988 1,263,720 100 % 

http:tlhinu.ry
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C. 	 Credit Analysis 

a. 	 The National Banking System 

1he National. Banking System (SBNI) allocation of,:(r,,it to the agricultup,1 sector has shown continous ard ratherdrumItic growth over the past few years. Between 1974 and 1976lending for aW'iclture increased by 55%, for livestock 16%, andfor all other activities 55.6%. 
Relative portfolio breakout is
r;hown in tables 1 and 2.
 

SmalI 	fanners received approximately 20% of allagricultural sector credit granted during the three year period of
19714-1976, 
 but the rate of increase was not proporticnate to thegrVwth of total credit to the sector -- while agricultural sectorcredit increased 	by 33%, from $169.2 	million in 1974 to $225.6million in 1976, small 	 fanner credit increased by only 15%, from$'3"7.2 	million in 1974 to $42.8 million in 1976. 	 For 1977, $323.27mi1l ion, or 36.52 
.ho 	

of total credit progrnmmned by the SBN will go toagricultural sector. Of this, $48.92 million is 	 allocated for the:;nkill 	 farmer. 

-'owever, to view the supply of credit in nominalteyns only is erroneous due to recent world-wide and Costa Ricaninllation. A colon of credit in the past would purchase consider.il)I.y molr: inputs 	than a colon of credit 	today, and the purchasingpower 	of the credit portfo-- has grown slowly than the agmore 
gregate supply of 	credit. 

All four banks comprising the National;vF;tem 	provide agricultural credit. During the past 
Banking

3 years, theseblinks 	 have been utilizing more of their own resources for smallanner 	credit: their 	parts of the loan portfolio have increasedfrom 37.7% in March 1975 to 46.2% in March 	 1977. Under this project,tho SBN will assure that not less than $2 million of short termp,'xluction credit 	 is made available in support of mediumI inancing. 	 termThis would not constitute a shift 	in the SBN portfolio,and spread over four years, would 	represent only 20 to 25 percent
of the annual increases in the small fanner portfolio which hast~rIen place each year for the past five years. Therefore, this'( Lr7Tanking of funds would not reduce any historical Drvxduction piogamsand would be discounted by the amount of money previously lent tothe target group 	by the SBN. 

UNCLASSIFIED
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b. C'redit to the SnallFarr 
ti Riom All' his Supported severalarsisting the snall fanwr, each 

credit Programtailored in Cos
,ind an to a target groupinstitutional Purpose.
 

lean 515-L-0051 authorized in 1963, was designed

I,)lnvclop an acricultural credit program consisting of medim,nil long term loanf; to individualT7'jupn, and fadrers in low and middle incometo coopemtives to finance livestock, agricultural;UijPli-.and equipment, agriculturl services,met,,; to farms,. loxn 51S-L-017,signed and capital improveri':;oit ces inMywhich the PRmco Nacional de 

1967,increased the:;i4ill 
Ruril 

Frynrs throl,-;h the decentralized
Costa Rica could relend toCredi t Il-X~f-'twent. rural credit offices of itsunds provided by the loan,.ditmn and long-term loans were used only'i,.oflv to farnyersof let;n than the equivalent with total net annualof $3,000.00. Any project in

c-v' .,ng ag'icultuxul Production, except those specifically
cl, lr'(J, 

uipfmflent, 

was elipible fop financing ex(1, 
 e.g., purchase of livestock,
shares in cooperatives, 
--

fertilizer, developrentWxr,nn~.al crops. 
 ofrimll dt 
Loan 515-L-022, authorized in June 1970, wasincreasing national production and iprlovir
ol the standard
1ivinp, of the Costa Rican smail fanner.IlrIurmds of .nail farmers It incorporated

.W','iulture. 
lnan 515-T-025, 
into both the credit system and nodernsigned i.,1974,vi:.iorl of crff-dit to cooperatives calls for the pro-I;,(, ,mduction, Pn_)cesin.g and cooperative organizationsdistribution and marketing of agri-

for,".l.ur,l product;. Loan and countpr-la'IliI lion t funds totalling $5.3ar 
beiIQ, Utilized for that C, 'dit. 
:8l('clik T1he IFOCOOP portion of AID Loan 025credit for, cooperatives working in earmarked
di:;trijbution and Rarketing. Although there are 025 funds uncom

production, Processing,
litte] at present, they are
,drinp, 1978. expected to be fully utilized by coopsThe target grouplrely those who operate 

farmers in the proposed loan areas individuals,!:ide of the institutional many of whom arechannels outOrl'.inze into groups they will still 
of 

be 
credit As these individualsof development. At at a pre-csopetiv stage
,rstim the target group's present stage of develop-I itwould be Prenaturei-,,(j coOperatives. to attempt to federate them into formal-Also, the proposedhrnon ,and hipher risks 
new enterprises have longerthan those enterprises allowable underINICOOP financinrq,. 

lie 79)N does not require any major change to
 

UNCLASSIFIED
 

http:Wxr,nn~.al
http:3,000.00


- 73 - ULASSU~fl 
runmute production diversification

Ikx4ver to non-tlditior.althe -jv: is crops.profit oriented and will Mover'4w -Ind potentially higher risk enterprises carefully intoran Iterms. which extendIn order 'o prntote such over redilending itthat such lcans mustaxx, -;ound investments and do have 
be deronstrated 

profit potential. 

Iorm-nce with ["-in 
Fxisting laws which govern-roos, the SMI are in conand the SBNtheir response has been enthusiastic into the Proomn.unit They recognizecosts of lending at a the needminimun to keeplnding concept,;. The Project 

and are eager to utilize groupd i I i,,ns adequate funds appear sufficient andto 'lake a meaningful inpact con
.ut,] to provide on target group
,(Ald 

the SBU with profitable lending that, 
farers; 

serve a!: overan incentive tire,for divertingrr:;ources fr an increasingtraditional Patio ofcrops to non-traditional crops. 

c. Interest Rates 

countries, As Is the case In most other less develonedthe rates of interest paidl(xn- on deDositsin Costa Rica have and charged'onbeen fairly low. During thelq6[.:;, most 1 9 50s andof the rates of interest charged8 percent per annum. were between 6 andtad During those periods,1(3w inflationary problems. however, Costa RicaTheagj',ed from 2 to rate of price increases3 percent averper annum.ci rged represented about 
As a result, the rates3 to Ifpercent per annum

'fi:: situation began in real terms.to change in the early 1970s. The rte ofill [;tion reached a peak of over.1.l1ough 40 percent perit has declined annum in 1974 andsince then, it is estimated]:' went per, to be above 
t, num at prPsent. Starting toward the end of 1974,the other hand, the Centralc:;f tes, which Bank has been raising several

,.uMnMI. 
now range between 8 percent and 

inter-
These increases, however, 20 percent perinflion and nost 

have been lower than the rate ofrates remain negative in real terms.dil ion, by keeping In adcuJlural loans 
the rates of interest ch.argedat the C-10 percent level, on many ag&7i

tlh, nbryer have while raising other rates,become increasingly prefertial.,amC some of the rates The followingof interest authorized by th:. Cent-l Banklor the present year: 

UNCLASSIFIED
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:4,'1 larmern (rpud. ocjduction, basic rmains, oil seeds,for'e,:t xr~uct :, vegtables, etc.) ...... 8 % 

X) r i iV.- (:,ik u ul) .. . . .
 .. . .
 . . .
 10%
 

.; -; tUI Itp I r r -; CCo 1v " ............ . ...............
( Ie ) ..........
. . . . . . . . . . . . . .. . 1-12 %
. . . 14 
I,i ti-, tre 

;I I'r I.C~. ..i'r r; E..) ..
. . . . . . . . . . . . . . . . . . . .. . . . 1..
8 

r .
 ........................ 

10-12 %
 

:0'1Vc .. ........... 
 ............... 
 .............. 
 12 %

I l r.. ... ........................... 


.. ....... 
..
0II w rrein ... ............................................ 10 %
 
~.............................. !
 

20%
 

I r-:ir vi[ . .............................................. 
20 % 

'The rates of interest chargedl(.irv, have been on agriculturallow .in severul aspects.fli, n)iortimity They have not reflectedcos-t- of capital in Costa Rica. As a result,Iivr, not equated theythe supply and demandr'>:((';:; demands. for bank credit, generatingNon-price rntioning hasIlir, off icia] banks 
been necessary. Althoughame not supposedoirv nonetheless influenced 

to be profit maximizers, theyby profit considerations. (For example,,rr,),)Ts, iJnthe bankinp bureaucracyljrrI t:daility of is much influenced by thethe (livision in which the official works).(,vnr-, therv i's More,a siJ1:-tantial
lej,wr.-. I&M-

depee of risk aversion among the!f ic]ials; thus tend to favor loans withr'i:;I. trid aThLnjistfht-iv, costs and 
the lowest 

f'ihi:; the highest interest mates.liar tcnded to discriminate against lending to snall farmers$I!; w,,II an; gainst lmding for, new and risky crops.I i i,, At the sawethe subst,m t ial subsidy implicit in the disequilibrium 

lflJCIASS FIED 



to'Cl~AY: I1I'1U) 

i'rtM .trlAtes - ot, , fewvotiy laxryie toextent. +c~ 1tree privileged olo to a 
v, e.eii'IjIirw' I t IV n s t ingui .h in ilI01A.,Jtjt w, IJt1duCt ievr invel;tnvnt dtld Lfi, !.iice project!;-'m1111(even with vxy low ztten Ctnegat iv,.) cIn still Ae profita)lf. to, the bonvzxer. 

I'' I 're nileh'11wofin the P t' ,.:t :;eem; low.intez ,:.t of 8 pe- eentIt is e(uiv ..1 . Ie: ,U ILZII ..fJje; h rg'ed at ,p.... nt, aecC)tljng
.I'ict' to the Pzvoi.; tab+le. Thetar,,et, hcxwever, is not

,I)r Ihe beinkc nervice. 
the e est or ....expensive 

will higher 
to 
arid 

On the cont-nu-y, adfinistmtivCe rinks, in pa.ruticular, rmo prmnounced 
costs 

oI Yp'i '.lives-to] thanloans. Gne should nottl, he NfP-thi rvJ 
be overly optimistice' ;fon.-;e in these cirIli~l,.1,; .1 rmmult, mtance-. It is likelylunds will tend to concent-nite 

,r,.,:, (e.i.., in the easiestcdiry) within the Project. 

It the exopctedlulit'i i:; rite of inflationat 1,t 10 percent in the near,''.ulive per annun, the proposedin real tern:; c1Iid rate will beit will not pernit adequate reT)lenisment 
. ,, rz,, ' .tr-lI itation willI U, J. If ahave to relyhi.her on interest rmte cannotanother mechanism. be charged,Il,;,, cons.idenitions, In view of allthe Project takes into account the following: 

(a) the improbability of negotiating with the Central Bank.and other banks a higher interest rkite (12 percent,
for oxanpje). 

(b) the 'l:;ira,.ility of adopting a flexible position inthis respect, indicating that the rate charged will be"no lnwer than 8 percent per annum", but leaving open
the lKx;!ibility that the rate my be increasedFuture, r.ither because in the
of a change in circumstances(e.g., inflation) or because of a change in interestmate POixcien. and sl uctures in general. 

(c) the need to obtain a cormitment from the Borrower thatenough funds will be made availableoperations for these creditto replicate the project. A conmidtnentthe Contral fromRink might be omre desirable (politicallyfearible and administratively functional)ment t,.nsrers than Governor subsidies in order to replenish thefunid. 

UNCIASSIFIED 
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CASH FLOWOF REVOLVING CREDIT FUND 
SHORT AND MEDIUM TERM CRECIT 

(U.S. $000) 

CASH DERIVED FROM CASH USED FOR 

Year 
111. 

_4Lsh ft. AID Loan 
GOCR 
Count. 

Int. 
Coll. 

Prin. 
Call. 

Total 
Cash 

Sources 
Sub-Loan Terms 
Short Medium 

Ad=. I; 
Profit 

Bad 
Debt R s. 

Total 
Cash Uses 

Cash 
Avail. 

Portfol s 
Ead of Year 

1 
2 
3 
4 
5 
6 
7Sa 

-
-

-
5 
261 
42 
65-

400 
700 
700 
700 

-

710 
1.150 
1.212 
1,213 

-

-

-
85 
237 
382 
522 
507 
490
491 

-
325 

1,071 
1.958 
2.883 
3,311 
3.289
3.238 

1,100 
2.26A 
3.220 
4.351 
3.666 
4.260 
4 435
4.37 

325 
875 

1.37 
2.000 
2.0 
2, o 
2.000
2.000 

785 
1,300 
1.448 
1.708 
702 
.097 

1.300
1.26 

-
45 
119 
192 
261 
254 
245
246 

-
44 

118 
190 
261 
253 
245
245 

1,110 
2.264 
3.122 
4.0 0 
3.,224 
3.604 
3.750 

-
96 

261 
42 
6:6 
"S 

1,110 
2.00 
4.774 
6.524 
6.343 

6161
6. 1" 

. 

10 
11 

12 
13 
14 
15 
16i 
17 
Is 
19 

20 

,,, 
601 

611 
616 
598-
5l"--
592 
597 

5% 
5% 

-,194 

-

-

-

-

-

-

-
-

-0 

495 
41" 

4 
494 
455 
49 
4%6 
4.454 
455 
495 
495 

3.202 
3.01 
3.221 

3.232 
3.156 
3.187 

~ ! 
3.1S4 
3.2C2 
3. 112 
3.111 
3.193 

4.315 
4,187 
4.2,, 

4.337 
4.3:a 
4.2!: 
4.273 
4..-i2 
4.294 
;4.2". 
6.212 
4.29) 

2.00 1,.20 
2.C, 1,146.14! 
2.0X0 1.156 

2.:- 1.227 
:* .:' 

.0Z 
2' .,!4 
:.:1!,5 
2. We I.?58 
I.=0 1.157 
;.=. 1,131 
2.=0 1.1"2 

247 

25, 

147 
;47 
241 
:;63 
.1;3 
144 

24%3 
24. 

247 
247 
245 

247 
247 
247 
247 
241 
247 
247it 
247 
247 

3.641 
3.45S 

1.721 
3.73,,:a 
3.46 
.8sl 

3*.0s 
3.63) 
).iw 
11.6" 
3.0n 

L.:1 
541 
Wx: 

st 
i. 
1".I 

117 
6.1 
5* 
$5s 
%% 

6.14 
6.73 
6.17' 

6.10 
i.t 

!I 
.I 
S,1'" 

.t 
4..IL, 
6.%" 
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TABLE No. 5 

AVERAGE NUMBER OF SUBLOANS BY TYPE 

(One Farm Plan Per Medium Tem Credit) 

YEAR 
SHORT TERM CREDIT MEDIUM TERM CREDIT 

By Year Cumulative 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

650 
1,750 
2,874 
4,000 
4,000 
4,oo0 
4,uOO 
4,uOO 
4,000 
4,000 
koo0 
4,000 
4,000 
4,000 
4,000 
4,000 
4,000 
4,000 
4,000 
41000 

650 
2,400 
5,274 
9,274 
13,274 
17,274 
21,274 
25,274 
29,274 
33,274 
37,274 
41,274 
45,274 
49,274 
53,274 
57,274 
61,274 
65,274 
69,274 
73,274 

654 
1,083 
1,207 
1,423 
585 
914 

1,083 
1,053 
1,017 
955 
963 

1,023 
1,012 

993 
988 
991 
998 
998 
993 
993 

654 
1,737 
2,944 
4,367 
4,952 
5,866 
6,949 
8,002 
9,019 
9,974 
10,937 
11,960 
12,972" 
13,965 
14,953 
15,944 
16,942 
17,940 
18,933 
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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n. Fr ncial Feasibility 

Ac. 
A suRry of selected data collected and revised by Ched[a of Central Aerica (flOm the MAGin Costa 1973 census) in Fovlica appears as Table I. This smniary includes only the;Y-rF famirs in the 5 Project target,inud areas. Poor farmersas those owning are deless than 20 hectares of land and having perc'Ipita incomes of less than $150 per year (1969 prices). 
The sunmrmary shows per capita net annual cash income
Ii i! poor farm families is for
nil. Even imputing family labor, housing,adconsumption income, these farmers appear to lead antairl inal existence. extremeiyIt is expected, therefore,in cish incomes that any increaseof farm production will have a large effect ont:hr'vc farm families.
 

Table 2 projects increased

1.vin -is a 

net cash income to the averageresult of Project inputs.I , '(,t the maximum These cash income figures rethat could be expected from a 7 hectare farmr;,-.1.1d to be (asthe average size farm participating in the project). 

As shown on Table 3, Project Net Cash Flows,wi.ll h3ve a return on target farmstotal capital employed of 19%,,'fliciency. even at 50%This calculation considers interest paid as a cost of1ir.ii.cing the farm income; therefore, the farmer can expect all ofthi; substantial return as cash income to himself and his family. 
Total Project investment,ri"i.ing and research, was including non-reimbursed T/A,used to compute rates of return.,,v-!r the individual Howfarmer should actually enjoy an even higher rate.)Irpturn on his cash investments. 

UNCLASSIFIED
 

http:r;,-.1.1d


--

" 
S--. .F FA?: 3.A TAB No. 

2,nverted to .S. S al 8.5n 

PROVINCE NU.-ER OF OFF-FARM )R)SS FARM TOTAL NET FARM TOTAL CASH AVERAGE PER CAPTTAFARIS WAGE OUT SALES COSTS INCOME NET INCOME FAMILY (CASH .N.rINCOME SIZ, 
Alajuela 493 
 23 511 536 (25) ( 2) 6.6 

San Jose 1,229 
 49 964 1,266 (302) (253) 
 6.6 (38)
 
Cartago 718 53 
 764 639 125 
 178 7.0 
 25
 

Puntarenas 3,144 
 32 799 800 ( 1) 31 
 6.9 4
 
Guaracaste 6E3 40 
 788 878 (90) ( 50) 7.1 (7)
 

WEIGMED 
AVERAGES 6,247 38 
 804 861 (57) ( 19) 6.8 (3) 

Notes:
 

1) Source: 
 1973 GOCR census as adjusted by I,a Academia de Centro AMe-rica.
 

2) Data includes only farms which 
met the following target criteria:
 

a) Per capita annual income of iess 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 1,423
Year 
 in Farm Cash Income 1/ Farm Cash Income'! Year1 Year 2 Year 3 Year 4
 

1 
 24 
 16 16 26 
 29 34
2 184 
 146 120 199 
 222 262
3 314 
 433 
 205 340 
 379 447
4 542 
 950 
 354 587 654 
 771
5 1,108 
 1,953 725 
 1,200 1,337 1,577
6 1,414 3,226 
 925 1,531 1,707 2,012
7 1,832 4,837 1,198 1,984 
 2,211 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
tO 1,925 8,273 1,259 
 2,085 2,323 2,739
11 1,925 8,406 
 1,259 2,o8r 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 8,4.06 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
 

I/ From Computation of Net 
Cash Increases Table (in US S)
 

?/ In US $000.
 

??/ From Revolving Fund Cash Flow (in US $000)
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UNCASSIFIED 

TABLE 3 

PROJECT N"T CSH FLOW ASSUMPIONS 

1. 	 Ihe 7 hectare model farn which appears in Table 5 represents
the maximum output which can be expected from the inputs pro
vided by this project. 

2. 	 This 7 hectare model farm will be the average type of farm to p rticipate i'- the project, both in farm 	size and in product
mix. 

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

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

UMCLASSIFIED
 



TABLE No. 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,o56 16 12 8 (2,140) (2,044) (2,018)
2 2,979 146 110 73 (2,833) (2,869) (2 906) 
 C
3 2,996 433 325 216 (2,563) (2,671) (2,780)

2,969 950 712 475 (2,019) (2,257) (2,493)

5 - 1,953 1,465 976 1,953 1,465 976

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 4,895 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 4,203

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 4,203

15 - 8,406 6,305 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 4,2C3

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
 

Financial Internal Rates of Return
 

32.1% 26.5% 19.7%
 



COMPUTATION OF NET CASH INCREASES 
For Typical Farm Size of 7 Hectares TlyuE 4 

(usS) 

increase in 
Coffee,Pejivaye Debt Services Net Annual Annual Farms 

Corn Beans PlatanoBanano Fruit Vegetables Macadamia Pasture Forest Costs Farm Cash Income Cash Income 
Present Net Cash 
Generated 168 141 441 24 - - 435 59 - 1,268 -

Project 

Year 1 
Year 2 
Year 3 

174 
180 
185 

216 
291 
365 

441 
441 
441 

24 
24 
36 

76 
152 
229 

-

-

435 
435 
694 

62 
65 
68 

(136) 
(136) 
(436) 

1,292 
1,452 
1,582 

24 
184 
314 

Year 4 
Year 5 

185 
185 

365 
365 

630 
819 

48 
60 

229 
229 

-
82 

694 
953 

71 
71 

(412) 
(388) 

1,810 
2,376 

542 
1,108 

Year 6 185 365 1,007 72 229 164 953 71 (364) 2,682 1,414 
Year 7 
Year 8 
Year 9 

185 
185 
185 

365 
365 
365 

1,007 
1,007 
1,007 

84 
94 
94 

229 
229 
229 

246 
329 
329 

953 
953 
953 

71 
71 
71 

( 40) 
( 40) 
( 40) 

3,100 
3,193 
3,193 

1,832 
1,925 
1,925 

Year 10 
Year 11 
Year 12 

185 
185 
185 

365 
365 
365 

1,007 
1,007 
1,007 

94 
94 
94 

229 
229 
229 

329 
329 
329 

953 
953 
953 

71 
71 
71 

( 40) 
( 40) 
( 40) 

3,193 
3,193 
3,193 

1.925 
1,925 
1,925 

Year 13 
Year 14 
Year 15 

185 
185 
185 

365 
365 
365 

1,007 
1,007 
1,007 

94 
94 
94 

229 
229 
229 

329 
329 
329 

953 
953 
953 

71 
71 
71 

( 40) 
( 40) 
( 40) 

3,193 
3,193 
3,193 

1,925 
1,925 
1,925 

Year 16 
Year 17 
Year 18 

185 
185 
185 

365 
365 
365 

1,007 
1,007 
1,007 

94 
94 
94 

229 
229 
229 

329 
329 
329 

953 
953 
953 

71 
71 
71 

( 40) 
(40) 
(40) 

3,193 
3,193 
3,193 

1,925 
1,925 
1,925 

Year 19 
Year 20 

185 
185 

365 
365 

1,007 
1,007 

94 
94 

229 
229 

329 
329 

953 
953 

71 
71 

(40) 
( 4n) 

3,193 
3,193 

1,925 
1,925 
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TUD representative farm models were"rvit(!,,r , thethePossiblepossibl impact " developedd tof of t . to illus,ls th-s Project. wr eelpdtoilswere developed on target farys.
*fra'aIng to jepresent target arms The two on the experience and judgment n the Cartago area,,l"I taral Economist at CATIE, of Dr. David Johnston, Agri
,ibr 

Turrialba, supplented by data availto the AID !Hission on Production costs,lIc' and returns.s represent typical The farm1,un farmn organizationslies in this area, of low income farmwith which Johnston is~rnization plans then were familiar. The farmredrawn to Produce.n a higher valuefrom the land, r_labor and capital. 
The budgets represent projected income from theiur' Ion plan after the farmer newI ionia higher has had a chance pro

level of technology than he 
to put into opeayir' .s on corn, beans, now uses. For example,and coffee werer erNy41 seeds, raised through thefertilizer and spraying, affecting 

use of better 
p"n.itures. Also, both income and exthe cost and returnsr'frect delayed effects after the 

of fruits and vegetablesnew plantings'dIc the start-up costs are in productionhave been amortized.
 
It is estimated that
I icicnt a typical family of 7 would have

3 hectare farm. It was on the re-

sufo' ,nized
family labor to meet all the labor Mequir)ements

not calculated whether time would also
korvilable by the family for off-farmIr''.p]nting employment.
and harveting the vegetables and 

Hed labor
 
i:- harvestingincluded in the reorganized the coffeefarm plan for the 7 hectare farm. 

Low income families inPYrIP would need the 10 to 20 ha.to make more farm size target,''I ivities use of idle land and 
lldir'v, 

-- a low labor requirments enterprise 
expand cattle

which uses more --labor, or shift toor expand theor nits). tree crops (mainly fruitsThe latter to choices
,d11 ones would usually be thefor the farmer, more profitas well as promote more employmentthC,- non-farm forpoor. 

These mlels indicatefor 1ox. income families that it is economically profitable,I1rin organization plans, 
on the smaller far.s to reorganizeassuming theirly-n .rianagement that (1) they areguidance given technicalin the process;coniavy help in (2) they receive neincreasing levels of production technology;they receive sufficient credit. 

and (3) 
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COMPAISON OF TRMDI1T -TABLE 5.-TRADITIAL ERPMSES 

7 Ha. Farm Traditioml 

SYlreProduction Lan
bor 
FamilyHa. Yield rice Sales ense Inofe 

CORM 
 1.75 15.00 
 62 1,627.50
Beans 0.50 14.00 200 
200 1,427.50
1,400.00 200 
 ,200.00
Coffee 
 0.30 13.50 1,000 4,050.00 300 3,750.00
Fasture 
 3.00 3.00 au 1/ 2,000 4,000.00 
 300 3,700.00
Cther 
 0.95 -Fruit 
 0.o-
 200.00
Forest 0.40 - 200.00 _ 
 - 600.00 100 
 500.00
 

IOTAL 
 7.00 
 11,877.50 
 1,100 10,777.50 2/
 
1/ Based on two poor cows, poor management.2/ Average per capita income (7family meinbems)$150,1969 prices). $180,1977 prices (below
 

7Ha. Farmi ModernTehnlogyandFarmPlanAssistance8tn Year ofProducton 7 

Corn 
 1.5 25.00 
 62 2,325.00
Beans 750 1,575.00
1.0 18.00 
 200 3,600.00
Coffee 1/ 500 3,100.00
0.3 22.50 F 
 1,000 6,750.00
Pejibayc 1/ 600 6,150.00
- 108.7 qq 
 70 2,283.00
Platano 17 - 3/ 2,283.00
- 36.0 R 
 7 75.00
Banana 17 - 36.0 R - / 75.00
5 54.00
Pasture - / 54.003.0 5.0 au 4/ 4,340 21,700.00 
13,596 *g/ 8,104.00
Other 0.1 - -Fuit 0.3  - 1,000.00Forest 200 800.000.4  - 700.00
Vegetables 2/ 0.2 100 600.00
 
- 2,300.00
Mazacdamia 0.2 

-
350 1,950.00100.0 qq 170 
 31400.00 
 600 2,800.00
 

TOAL 7.0 44,187.00 16,696 6/ 27,491.00
 

I/ Improved coffee interplanted with pejibaye, platano, banana."/ Average of seven vegetable crops.7/ Costs included in coffee due to interplanting.
YT/ FIve good quality cows, good Management, improved pasture: selling
milk and calves.
5/ Includes one hired laborer./ ?!at," of dairy enter'rise allows daily income.ci-'dit assuned Short term productionto be ?500 outstanding throughout year.'I/ I. 8th year medium term credit ($1,200 in this model) has been fullyr u ) l ized. 

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
http:2,283.00
http:2,283.00
http:6,150.00
http:6,750.00
http:3,100.00
http:3,600.00
http:1,575.00
http:2,325.00
http:10,777.50
http:11,877.50
http:3,700.00
http:4,000.00
http:3,750.00
http:4,050.00
http:1,400.00
http:1,427.50
http:1,627.50
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c ARI so oTA BLE 6 

3 Ha. Fam-Tmhtional 

Ha. YProduction lon Libor 
Family

Ha.~~~mes YedPie als inownCorn 2.75 15.00 62 1,627.50
Beans 200 
 1,427.50
0.25 14.00 
 200 700.00
Coffee 100
0.20 13;50 1,000 6G0.O02,700.00 200
Pasture 2,500.00
0.40 
 2.00 au 
 2,000 1,600.00 
 100
Othar 0.30 
 -1500.00
 
Fowost 0.10 _
 
TOTAL 
 3.00 
 6,627.50 
 600 
 6,027.50
 

3 Ha.Farm- _Tehnolog_ and Farm Plan Assistance
8thYear of UdctIC, 

Corn 
 1.5 25.00

Beans 62 2,325.00 750
0.5 18.00 1,575.00
200 1,800.00
Coffee 1/ 0.2 22.5 f 250 1,550.00
 
Pej.ibdye 1/ - 108.7 qq 

1,000 4,500.00 400 4,100.00
70 1,522.00
Platanu 17 - 36.0 r - 2/ 1,522.007 50.00 - T/ 50.00
BaPs na 17 - 36.0 rPastLr-- 0.4 

5 36.00 - 2/ 36.003.0 au
Forest 0.1I_ 2,500 3,000.00Other 0. 300 2,700.00
150.00 -
 150.00
Macad(vnid 
 0.2 100.0 qq 170 3,400.00 600 
 _2:8000

IDTAL 
 3.0 
 16,785.00 
2,300 
 14,4$3.00
 

1/ rpr'oved coffee interplanted with pejibaye, platano,"/ banana.Ists included in coffee due to interplanting. 

http:14,4$3.00
http:16,785.00
http:3,400.00
http:2,700.00
http:3,000.00
http:1,522.00
http:1,522.00
http:4,100.00
http:4,500.00
http:1,550.00
http:1,800.00
http:1,575.00
http:2,325.00
http:6,027.50
http:6,627.50
http:1,600.00
http:2,500.00
http:2,700.00
http:1,427.50
http:1,627.50


TABLE 7 

PER HEC'rR COST OF PROEUCTION AND FAMILY INME ITA 

CROP YI UNIT PRICE UNIT CROSS NON LAtR FAILY 
•AmLES FID~rloN IOc 

Corn (traditional) 15.00 qq. 62.00 qq. 930.00 100.00 830.00Ccrn (improved tech.) 30.000 qq. 62.00 
 qq. 1,860.00 500.00 1,360.00
Beans (traditional) 14.00 qq. 
 200.00 qq. 2,800.00 100.00 2,700.00
-eans (Unproved tech.) 20.00 qq. 200.00 qq. 4,000.00 500.00 3,500.00Coffee (traditional) 13.5 Fanegas 
 1,000.00 Fanega 13,500.00 1,000.00 12,500.00Coffee (improved Tech.) 
 22.5 Fanegas 1,000.00 Fanega 22,500.00 2,000.00 20,500.00

Macademia (impred
technology) 100.00 qq. nuts 170.00 qq. 
 17,080.00 3,000.00 14,080.P0

Coffee Inter'crp 22.50 
 Fanegas 1,000.00 Fanega 22,500.00
Pejibae Improved 108.70 qq. 70.00 qq. 7,609.00Platano Technology 36.00 Racimos 7.00 Racimo 252.00 
Banar 
 36.00 Racimos 
 5.00 Racinw 180.00
 

Coliflower 22,500.00 lbs. 0.20 lb. 
 4,500.00 750.00 3,750.00
Cabbage 325.00 qq. 
 20.00 qq. 6,500.00 1,000.00 5,500.00
"O.t:ons 
 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
Tmawto 400.00 qq. 
 40.00 qq. 16,000.00 2,500.00 13,500.00
Carrots 360.00 qq. 25.00 qq. 
 9,000.00 1,400.00 7,600.00
 

Average 
 11,457.14 1,775.00 8,67.86
 

The cost and return data uspd here are based upon material frtv.: La Academia de Centro Aim&ica; Banco Qrdito Agri-Cola de Cartago; Cost of Production Studies by Ministry of Aiculture; Feasibility of Macadmia--NUT Production as a&nall Fazuer Crop in Costa Rica, AID/Costa Rica; Report on Feasibility of Small Low Inccme Faimer fruit and VegetableP1oduktion, AID/CR; and data supplied by .D. 'David Johnston, CATIE, Tjrrialba. Because the sources :represent differing dates, all prices and costs were adjusted as nearly as possible to reflect 1976 levels. 
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TABLE 8 

1973CDSS rOR ALL COSTA RICA 

VI. AILE TOTAL Ba. IRRIGATED Ha. NON-IR!IGATED Ha. 
CNMMYIt 109 0 
J'.'JPA Ia. 14e03 414 989 
PAPA 2a. 

AM( 

598 

10 0 
184 

10 

CI;I3)I,A 331 177 154 
10"P)LLO 299 99 200 
LM i9rA 49 49 0 

RLMOLA-A 46 35 -1 

7__ 6RIA 112 0 112 
TOTAL 2948 775 2173 

If 4000 mail farmers all added 0.05 Ha. of vegetables to their 
exi-;ting systems, Costa Rica would have an additional 200 Ha. of 
vt,,,(.taIl~es (7% increase in Production). Production may be able to 
incurise by 10-15 % without causing substantial price reductions but 
itcould not increase 20-25 % without price reductions.
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Vi. I ATION PLAN 

A. Negotiations, Agre.emnts. Conditions and Covenants
 

It is 
Svtember 1977. 

expected that the Loan will be authorized inGiven the strong interest in this Project withinth MAG, SBN, and highest Goals of the GOCR, negotiation and• ignature of the Loan Agreement may be carried out before the endcf Novmber; and, if the present administration considers this a top-Priority item for Congressional consideration, the Agreement could beratified by year-end. 

With the ratification hurdle cleared, the MAG ani SBNmay 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 DisbursemnrKt of Loan Funds the Borrower will establish within the Ministry ofAgriculture a Systems Committee with authority and responsibility tor,(!minister the Project; and a Marketing Unit to provideof marketing information and technology 

a broad range 
Ric., to farmers throughout Costawith particular emphasis on the needs of the smaller farners.
 

2. As a Condition Precedentnrmnt to the initial Disburseof Loan Funds to Finance Credit Operations, the Borrower: (a)willfurnish A.I.D. with a statement of the policy the Sistema BancarioN.tcional will use in providing short and medium-term credit to farm(rY"'; participatinp in this Project; and (b)will confirm that SistemaIKmcario 1Laciona] resources equivalent to $2,000,000 for short-term1,.nding and $2,285,000 for medium-tern
t);,- credit lending will be contributed toFund within this Project as part of the Borrower counter-
Xirtr. 

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

(1) the level of the credit fund at the totalamoumt of Loan and counterpart drawn down during the term of thePro,
4ect, through periodic replenishment of funds; and, if theutility and acceptance of the systems approach is established in the
Pr-,Ject,
 

actirties at 
(2) the training, farm management, and researchthe level achieved in the last year of the Project. 

UNCLASSIFD 
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8. Prvcurcment and Disbursement 

I. Procurement 

Dollar cost will include equipment, materials, t.ainn -n.mdservices. Local currency procurement wil! be for goods and
r4"',irees readily available in Costa Rica such as seeds, trees, bud-Sxxi,rootstoc)s, tubers, roots, cut-tings and other materials.
*v." ,'M~n ev."*~s..'i 
11 be procured under this Project in compliance

I. ,i-hI r A'!) rc-1rvm..nt :_rocedures. 

2. Disbursement
 

The existing GOCR financial management system,
e:'.abllshed and required by law, was designed to
,.o vido T YbI iri1 jj 'ontr<l and thus nrevent misuse of funds. It is not
.I I .talcle to Ir,' ,'apijal projects with long lead times. How,v,.. ,j syster with o-,eater f"exibility and more rapid response,,Ii,llity i,-;
rIe ,
o;sry for the type of projects AID usually finances,provision of i-sistance and services to small farmers when andw::,.It,
they ar- ne,,eded. -LTe formal financial "ranagement system cannot
,,;,'with the 
 low of r.w 

tom o,less such 

plans being cran? ed out by the planners,fund,ovntals as planting seasons and weather condi-
I ;, In th/; i, iect we ex-pect the Systems Cojrnrittee to overcomeiII.e, |problem. A pr-cedent exists in OCIS, an appendage of the
:";,. {',t of lh, e'.&, 'eated by dec1)ee to -ermait rapid disbursement
'1 0!; o' .; ii re 
l 

'uire rents. The legal rationale for OCIS is
iw, Oe ihat ,Mr..yfrequently must deal with e-mergency situa! ,,r.,,*na "'2'il' .w.r'e.s 
) 

a more flexible financial system than
t , )-iI Li ,.w of Financial Adcrinistration. 
We will con, .'," I .: 
 -n -naiogto OCIS could be -reated for
itI-%Ib1iJect, nnd expct the vitatement of the System Committee's
, t 

or fP]r-'ect 

.('authority to include the control and disbtz.sementn1mf. 
k',o.v,.f, 

Thls wIl] have to be handled with some delicacy,becau'w,t.. Govvernment would not wish to invite criticismthvit Jt 1"i s'kfli, to r!lrcumvent its financial management law, whichCf, o , Rlcns on-AId,'V protection against waste and corruption.
 

AlIl 
 funds will be disbursed through the Systems
V4.'ui 1 I te vtui th, u.sual mechanisms - reimbursements to the GOCR, 
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0. 1ct payments, Letters of Comitment -- with the customary certi-I ,',itions. Advances of Loan funds for up to 90 days' Project needs 
im L'w.authorized. 

C. 	 Monitoring &nd Reporting 

I. 	 USPID Hbnitoring 

The USAID Rural Development office will have primary
?, 8pfnsibility for 	monitoring the project's implementation, assisted
hy te Capital Development Office and the Controller. Officers from41.,,1-1 	 of these divisions will review procurement proposals, plais and:I 	 lications for comiodity procur.'eient, training and teclhnical
.*'";itancc. ,onthly project status meetings will be held to discussPmgrr'ss, an(* to track compliance with the provisions and purposes of
Io(' If-an Agreement
 

2. 	GOC, on"itoring
 

Performance will be ronitored th-ough quarterlyn.:'tf; 	 drawn reup by the Syste~ms Comuittee on the basis of data furni:.1Ied by the pnarticipating entities. These will contain infor~ra-
I ',n 	 regarding the progress toward completion of design and i-nlenm'ntation of farm plans. In addition, monthly information reportedby the CARs will be sunmarized by 'AAG and included in the quarterly
recports. 

3. 	 R1eporting 

'Pie :!AG will receive Monthly progress reports onjio,..I 	operations from each CAR, and the Systems Committee will provyule 	 Quarterly reports to AID on all Project activities. 

Quarterly Shipping Reports also will be provided by:hf,. 	Systems Comadttee. 

4. 	Audit and Evaluation Schedule 

.1. 	 Audit 

AAG 	 Audits will be requested late in the second-yen-	 of the Project, when all Loan-funded elements are underway; and early inthe 	fourth year, when substantial progress should have been achieved 
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in al11 eletorns and the Terminal Date for Disbursement is within
ri ht. 

b. Evaluation 

phases: Project Evaluation will take place in three 

Desim and Baseline Survey - Early 1978 
This will involve the drawing up of an overallde toiled Evaluation Plan and the collection of baseline data forfar., family, and institutional level perfrmance indicators. 

Interim Surveys - Years 2 and 3 

Project impact surveys based on 500 interviews. 

Final Evaluation - End of Year 4 

End of Project inpact survey, including EstimatesrA* probable incomes from, longer tern crops. 

The scope and estimated costs of this Evaluationz chodule are presented in Section VII. 

tLUCLASSIFIED 
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VT1. I.M. TION pLA
 

Because this Project is 
 concerned with the developrent of new:a t"grated cropping systems, product diversification, marketing,and processing, all of which are crucial activities in improvingthe incames of rural poor and which will be expanded in future sector, programs, detailed evaluations of these pilot activities w-.llbe done. IMuch of the Evaluation Plan will be developed with OPSAas part of the Project, although this preliminary Plan will establish measureable indicators of performance, outline the date re(.Lired to quantify these indicators, and elaborate 
a data gather
i ng procedure. 

A. Measurable Indicators of Project Performance 

Measurable indicators of performancetwo categories, impact at the farm, or 
may be divided intofamily level and at the inutitutional level. 

1. Farm and Family Level Performance indicators 

meLurable 
At the family or farm level three objectives orindicators of performance are suggested by the log 

a. Increase the net inccme of the rural poor 

b. Increase employment 

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

lin 
a. in order to measure ncreased net income, baseincomes of both project participants and control group willai determined through a survey and then re-estimated after the2nt', 3rd, and 

an 
4th years of project inplementation. In addition,analytical effort will be made to determine the farm levelhihnges associated with or responsible for the changes in inccme.These causative factors will be related to the principal segmentsoi 
 the Project in order to determine the apparent contribution ofPrjcct activities. Changes in income will be evaluated 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 proporltion 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-fann in
come sources. 

An attempt will be made to identify which ofth,,.e factors is responsible for what proportion of the inccme
c' nge observed.
 

One of the principal evaluation problems is thet bnr frame in which farm level income benefits can be expected to'lippar. "luch or the rtoject is centered on introducing Ihigher valuecrops which take from 2-8 years to mature, with mediumptvmided to carty the term creditfarmer during this gestation period. Sur.,eysof participants during the 2nd, 3rd, and 4th years of disbursementwil : capture some of these benefits, and a disproportionably high

shimv of the costs.
 

To overcome this defect, the final evaluationd'Urvey will estimate the quantity of long term tree stock which isplV.ited and progressing satisfactorily in each farm in the sample.ql imates from farms with similar crops in current production willIx- used to project the expected income benefit in the farms where
tinne 
same crops are only in the foraticn stage. 

b. Employment impact will be measured by the nn,,r, of person days of emplovment generated in Dart dinat farms in.r'ouiarison (1) to pre-project employment generated by these same1.)rr and (2) to the control group. An attempt will be made(h"-o,' aine what toportion of this added employment accrues to landless]zxor (non-farm) families. Off-farm employment will also be esti
intvd. 
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c. Profitabilityand Droductivityvrp|tr; measuring nlficiencv and areshw 

are per unit conf . o,,al. .. sn inJ....thn1 n ie of. rat oform, o f ratios.I4"I itability ratios have net income or 	profits in the numerator,,,! 	 productivity ratios have,iir, denominators 	 gross value of product in the numerator.for these ratios should measureland and capital in Costa Rica. 	 investment: arableFour ratios will be used to 	measueinrrased profitability and productivity: 

--	 Land Profitability (net profits per ha. of
arable land) 

Capital Profitability (net profits per 0 of 
capital)
 

--	 Land Productivity (gross value of output perha. of arable land) 

Capital Productivity (gross value of output 
per e of capital). 

Changes in profitability and productivity willh. 	 t'rtimated by comparing the project participants during and atprnj;?ct completion with their pre-project perfornace and with thei'rfr,ance of the control grouD. 
2. Institutional Level Performnce Indicators
 

There are two overall institutional objectives whichr6r. Ix difficult to quantify: to improve the coordination betweenvirlous rural sector entities andAg;riculture 	 to cr\ate in the .linistry ofa "systems approach'" to 	rural development which focuseson 	 ,irketing and processing as well as 	production.,md objectives 	 Beneath theseare a series of specific sub-objectives which!o 	:.ome degree be reasured can
in the evaluation. 

a. The evaluation will measurey'clrlical 	 the degree to whichassistance effectively introduces'mt on 	 a higher value mix ofr small farms and the degree to which famrni,,, advice are used as a 	
plans and t'echbasis for providing credit.i,)nnhip between 	 The relathe amount of technical assistance and changesin.cm. and productivity will be 	

in
analyzed. 

b. The number of target farmsljr]i.um 	 given short andterm credit and the rapidity with which the insi,i,,, to create and service 	 tions arethe dem-ud for credit will be used as 
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in!'titutional perfonmance criteria. 'eatul the amount number of farners servedo credit disbursed per colon of institutionalhvid cost overwill be used as a measure of thie internal efficiency ofr' credit system. )bst of the credit is to be medium term and itimpossible therefore to calculate recuperation rates in the time
Ir,inr of the early evaluation. Delinquency rates should nonethe-I,:-.; be canputed on the short term credit as an institutional per-
IcwInce measure. 

c. The effectiveness of the proposed marketing
unit inHAG in obtaining qualified personnel, in conducting relevant
:"Iiiiies, and in producing and distributing marketwil. be and prices newIsused as measures of institutional performance.
 

d. 
Th.e amount of credit actually provided for marvc inr andprocessing activities, the institutional overhead(; costFxtending the credit, and the recuperation rates will be used as,,:litional performance indicators. 

e. The number of technicianscand the relevance of research and farmers trainedundertaken will be the principal"v tiLion indicators for assessing performance of this sub-part ofIl ,,project. 
B. aita Requir.ements and Data Gathering Procedures for 

Evahlut ion 

1. 'leasuring Farm and Family Level Impacts
 

.ince the project goal is to improveil,,'mrs, no satisfactory evaluation 
target group


be done without direct
1mr-,urement can fieldof net farm and family income. If members of the tar
go. 7nup were principally wage earners, it would be easy to esti~ito income through a simple survey and abbreviated questionnaire,Iiiy.] ,at determining salary wageornfor'timately, rates and amountmany of the target group of time employed.are 1allfarmers whosec nl.'crae from the sale of products. Thus in 

in-
Tel uncowe of , order to estimatein Yilfarmer, it is necessary to estimate hisj,r,:"t-, as we.] I a.; h.is exsales or production. In addition, itis'e.:ry to estij-ite the vol]ve of ne

home produced consumption sinceIiu:, riy bxe an Thpojrt ,nt real income sourceVFomm Level acrountn for target farmners.must be obtained and analyzed in order to per-Irvin in acceptale eviluation.
in ',,i'h of Surveys of approximately 100the five selected regions fan.swill be conductedin), cf the Project at the begininorder to obtain baseline data. After the 

UNCLASSIFIED
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sitconl' and third years of disbursement and upon completion of the 
lh',jet, follow-up surveys will be done. In order to avoid dupli
,.ll ion of effort and cost, these surveys will be coordinated with 
1.1N lamn planning activities contemplated under the Loan. The exact 
..- ructure of the sample and the questionnaire, as well as the de
.;i.,n of the data processing procedures required to arrive at final 
rv,-.ults, will be designed in collaboration with host country offi
cials. 

2. Institutional Performance Data
 

The information required to evaluate institutional 
lorformance is almost identical to that which is required to monitor 
pivject implementation. A detailed outline of the accounting and 
im'lementation information required for both monitoring and evalu
,i ion purposes will be drawn up with MAG officials prior to loan 
diHbursement, probably with the use of grant-funded contractors 
'inld Mtission personnel. This reporting system will assist in monitor
in),, and evaluating the project, as well as be an instrumental part 
(.Iimproving management in the participating organizations. It 
:;IK)uld be viewed therefore as a technical assistance activity in 
it- cwn right. 

C. Budget and Manpower Requirements of Evaluation 

The Evaluation process is integrally related to the de
yw.-]t';pment of farm. plans and to the institutional development of 
pi'icipating entities. It is difficult to separate the costs of 
,v..luation from these other activities since the data for measuring 
I un level impact is generated in part by the farm plant component 
OfLre project and the data for institutional evaluation originates 
in lhe improved reporting and project monitoring system. Technical 
C:*istance to the evaluation processes should be viewed as a part 
(ifthe overall technical assistance package to hAG. 

Budget and !1npower requiremen-s for the evaluation of
 
ti:; Project are as follows:
 

UNCLSSIFIED
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Pre-Proiect Baseline Survey (funded throu), Tec calxsprI 

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 Tnaining,
0.5 pm 4,000 

d. 	 Development of Interviewer & Super
visor !lanuals, .5 pm 4,000 

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

2. 	 Survey Field Work and Field Revision &
Codification (ar'ch-April 78) 500 ob
servations at $30 total cost per obser
vation, of which approximately $14 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 [fission will conduct an in-house evaluation
 
of initial project implementation.
 

Second Year - First Annual Project Impact Survey 

1. 	Sample Update and Questionnaire bdifica
cations and Interviewer Training $ 1,000 

UNCLASSIFIED 
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2. Survey:
 

a. 
Field Vrk & 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 programing) 
 6,000
 
b. Prreormming (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 programLing costs)
 

Third Year - Second Annual Poject Impact Survey 

(Costs identical to second year minus one timeprogra.ning costs of $8,000 plus minor programming alterations of $1,000) ($34,000 
- $8,000 +
$1,000 = $27,000) 
$27,000
 

Fourth Year - Third Annual Project Impact Survey 

and Final Evaluation Analysis 

I. Identical Costs to third year $27,000
 

2. Additional Analysis for Final Evaluation,
1 pm 

49000 
3. Additional Data Processing Costs 3,000 

Total Fourth Year Evaluation Costs 
 $34,000
 

UNCLASSIFIED
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IHudjet SuMm a for Evaluation 
Non-Proj ect 
TA Funds Loan Funds Total 

T':iV and Baseline Survey $29,000 $ 29,000 
rii,.t Prvject Year 0 0 
Spronnd Project Year 0 $34,000 34,000 
I'inii.] Pr-oject Yewr 0 27,000 27,000 
lFolirth Project Year 0 34,000 34,000 

'IYI'ALS ALL YEARS $29,000 $95,000 $124,000 

UICLASSIFIED
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Goal: To increase ionAs1w,,cohrtiv;. lapps: jA-41incoms of At 


least 50 percent of the Analysis ofrural poor End of Project Thatparticipating drastic worldwidemall farmers Evaluation Reports 
or local 

as compaked internal disorders of economic. 
and non-farm poor will havelincom s to Baseline Studies,over the poverty line Use of politicalCensus Data or Special or social nature do notoccur vithin 10 years.($150 p.c. income in 1969 evaluations. 
prices) within 10 years. 

Sub-Goals: 
(1) To increase the (1) Participating small farm-

prCfitability of small era will have increased real 
The credit, technical assistancethe net nclfarm enterprises, ivesch it e M Wprofits of 25% within 10 year 
program arefarmers and adequate touetiLvate

(2) their familiesTo increase sisloment (2) Agricultural employment toan participateopportunities inarea. rural participating farms will increase to near full eloyment 
That natural disorders do not ocm.for family mbers. Additions. 

eloyment for 4,000 non-farm
 
poor will have been created
 
within 10 years. 

AD poverty bencbmark of
 
$150 per capita at 1969 
pric.
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Ochie,d: End-ol-Project sitos. (3-2)
Purpose: To install an integr7,ted (1) MAG Will be implementing (1) Annual and final Evaluationcommdity system- approach programs that identify and 	

(1) That the elected Covaern nt ofof the Project employing a Base- Costa Rica after 1978into the Ministry of Agri- alleviate vertical and hori-	 conti ues toline study.culture's developoanr pro- zontal commodity systems con-	
support the planned program with 
adequate levels of resources.gram. straints on high-values, high 

yielding traditional and non
traditional crops produced by 
mal1 farmers. 

(2) Substantial modifications (2) Annual reports of NAG. (2) That MAG efforts with their smllwill have been made in farm farmer clients will be effectivelymanagement, long-term croppinc linkedpatterns, marketing practices 	
to the planned central wmle

sale market activities of IAN nearand participation in process-ing activities of 4,000 small.	 San Jose. 

farmer enterprises. 

(3) Individual anding for group lend-f (3) Monthly Reportsdium term of CARcredit oni Directors. 
medium/long term enterprises
with supportive short-term (4) Contractor Reports
production lending as needed,
both of which are based on 1 (5) Project day to day monitor
farm plans, will have been inI ing.
stituted in five regions in 
Costa Rica. (6) Agricultural Census Data of 
(4) Improved coordination and 1983 and related special studies 

cooperation of national and
 
regional organizations in the
 
onduct of agricultural devel

opment programs as reflected
 
by research responsive to
 
needs identified by CAR's;
banking system providing credt
 
requirements identified by CAR's;

and marketing information flow
ing butween CAR's and Marketing
 
unit
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A. MAG Training Coponent 

1. Systems COcuitt-e established 
within NAG 

I. By end of year 1. i. Day to day project monitoring. 	I. That appropriate and econoand ad1:!'rative system 
mical technology can be deeldesigned. oped for solving production, 

marketing and processing problems
 
of mall farmers.
 

2. Marketing technology Unit formed 
 2. By end of year 1. 
 2. CAR monthly reports. 
 2. That adequate success bewithin NAG and system designed 
focussing on resolution of marketing 	 achieved in establishing Link
and processing constraints to small 	 ages with private enterprises
 

to assure their involvementin
farmer crop development. processing and marketing of 

small farmer products.

3. Surveys following up baseline 3. End of years 2, 3, and 4. I 3. Annual Project Evaluations. 3. That G0CR domestic price

stuy. 
 policies will not disfavor 

Imall farm produces. 
4. MAG amployes trained. 
 , 4. a. 200 for period of 50 4. Final Project Evaluation
 

days each in six or more employing baseline study data.
 
subject matters.
 

b. 10 Mc level in pro- 5. Contractor Reports 

duction, marketing, pro
cessing, and related 
 6. Reports of SEN and Banco
 
subjects. 
 Nacional
 

c. 20 BSc level in produc-I 
tion, marketizg, process
ing, and related subjects.1
 
d. Four special training 
,xmtracts with Costa Stiamor foreign organizations
 

to provid training to 200i 

NAG emloyees. 
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B. armN mnaent Component I 
1. Fars,plans developed and used. 

2. Training courses, demonstra-
tions, and field days in improved 
production, marketing, processing
technology, and farm management. 

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. I.Learch findings. 

2. PlImt Introduction Center. 

1. Non-quantifiable results of 
investigation with three insti
tutions working cooperatively 
with NAG, (CATIE, CITA and 

I CIGRAS or other Costa Rican 
organizations) to conduct 
sties, research, investiga
tions and development activi
ties in production, marketing, 
storage, processing of agri
cultural crops and products fothe integrated systems. 

2. One center established vhic2 
services at least five regiona 
NAG experiment stations devote/I to no crop and product re
search and development. 

3. Nquilm.et and facilities for 
researc utations. 

3. Five research stations. 
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4. Pilot activities in solving 


specific marketing problems of
Salfarmers. 

5. Local level development pro-
odting/ 


processing of newtraditional crops.or improved 

D- CreditCconent 

1. MdiUm and short-term credit 
in e and iproved traditional 
crops and products anplaying
farm plans, 

.
 
o~lC "F M~
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4- Ten pilot activities in at
 

least five regions.
 
O 

. Sixty projects in at least 
five regions.
 

U7 

J. Credit to at least 80 farm-,
 
er groups (1,200 individuals)

and 2,800 individuals in at
 
least five regions.
 

I 
II II 
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RATIVE SlA. 
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-2) Q,.....,A. NAGTrainingC naonentI. in$333,000 AID funds fortechnical Personalassistance and service contracts0 person/months Short-termvetiain 
 ho i -A
eloes ontracts - 10 person/month.l
vertscal and horizontal conod- MS scholarships in production.,ity aralysis, marketing and processing.and a 


FoMarketing Unit Operationc.
2Unit

FS y i e and operationska NintexentC tteOonet.in esr--

$S64.0 inaAID fundn f~o
r 


1. $564,000 in AID fundsshsrt-t e for 15 erson/.onthsar ,techgn- of short-teCisaal contractors. Four years of 
to small)
ti. lomerss by CAR. 50 vehicl . 

.N X Of CAR PersonnelMAG andextension agents partici

pating,in farmer training.2. $455,000 in GOCR funds for ! I
 
eztenlon 
 services, OPera*4"Mes, 4 

vehiclesof and tram.ll iarae. 
a ninittcontracts 

with 
s
 

. ..- c.e, 

7 .......
 

i. andLoan Grant Agreement 

2. Letters of Implementation. 

3. Annual Evaluation Reports 

of Project.
 

4. AG annual reports.j 
a 

5otCaAsRDirector 
monthly
 

reports. 

L . of o.::Fr v.FY _ __ _ __ . oF Y . ... .. IP m,.6 o f7 
. F9,'ARY-a 

IF : T 

(a I. agr e a
ThtheOnadgrt
 
Agreement* are completed
 
according to the 
Project paper.
2 That MAC budgetspa at ar
 
cr edi t pl ans a re app r edt o
 
Provide counterpart
required. f g 

CIT , CIGRs,1. $,53,0U and CATIE. 22in AID fdsplant mnterials, for *Person monthsvice contract,of Personal ser4qiqpm:, Improvement of sta- $85,000 in Istarter plant materialstloa faculties, operating (sdtrees bedwood, root stoc , • /
root tock
 

I 
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Mq30ases starter plant
uterials general researchand development' institutiot-_ 
al contracts, personal serv-ices Contras, farmer groip
pilot projects and marketing 
activities. 

$200,000 in Cq-'j.inent 
(tractors, seed cleaners,etc.). Improvement of5 

eperimental stations 
($400,000). 

2. $210,000 in G)CR funds
search stations and pilotfor operating oosts of re

marketing activities, 

D- Credit oan 

1. $2.5 fillion in AID funds 

2. $4.285 mil li in Go= 
fuds for mia farmer credit 

$6.795 million 

far r credit. 

for small 

J 

11r 
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CHECKLIST OF 
STATUTORY CRITERIA
 

(Alliance for Progress)
 

In the right-hand margin, for each item, write
priate, 
 answer or,
a summary of required discussion. 	 as approthe section(s) of 	 As necessary, referencethe Capital Assistance Paper,
identified and available document, 
 or 
other clearly

discussed. 	 in which
This form may be made a 

the matter is further
part of 
the Capital Assistance
Paper.
 

The folloing abbrevia.ions are used:
 
FAA -Foreign 
Assistance Act of 
1961, as 
amended.
 
FAA, 1q7 3 
- Foreign Assistance Act of 
1973.
 
App. -
Foreign Assistance and 
Related Programs Appropriation 
 Act, 1974.
 
MNA - Merchant Marine Act of 1936, 
as 	amended.
 

BASIC AUTHORITY 

1. FAA O3:
S 
 04:1 
 0510 6! o. Z loan being made 
 la. 	Yes for agriculture and rural develop
ment. 
The purpose of the loan is to
increase the profitability of small
farmer enterprises and to increase
a, for agriouzture, rupalZopmett or nutrition; 	 devel- employment opportunities in rural
areas, thus contributing directly to
increasing the productivity and income
of the rural poor. Research will be
directed toward specific problems of
b. 
 fOr PopUZation pZanning or 
small farmers in production,health; 	 storage
and processing of agricultural
 
crops.
 

c. 
for eduoation pub ho admine-..N 
b. 	Notraco f or 	human reouroee development; c. for 	training
Yes, a part of the loan provides
in farm management


and in agricultural production, market
d. to 	 ing and processing technology.
solve eoonomic and eoojaZdeveZcpment problems 	 d. Noin 	fields uoh ae
troneportation, 
powerp industry, urbandevelopment, and export development; 
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ec.l in upport of the general e. Yes, to the extent that increased£'cvnomv of the recipient profitability of small farmer entroountry or for development prises and increased employmentprogram# oonducted by private opportunities in rural areas
or international organixa- contribute to growth of the overall
 
tion . economy. 

COUNTRY PERFORMANCE 

Progrese Towards Country Goal. 

2. FAA 1 208; 1.251(b). 

A. Describe extent to which 
country is 

(1) Making appropriate efforts A'. Agricultural output has maintained a
to inorease food production steady rate of growth in recent years.
and improve meana for food This loan provides assistance tostorage and distribution. increase small farm productivity.
 

(2) Creating a favorable oZi- 2. Costa Rica maintains an excellent 
mate for foreign and domeatic climate for investment and private


enterprise.
pr(vate anterpreva and It offers political
stability, a democratic process,
inveatment. constitutional guarantees, 6qual

rights for foreigners, and incentives
 
to foreign investors.
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(5) Increasing the pubZio w'role 	in the developmental 3. The public is encouraged to take anactive part in development. This loanprooess. 
provides for involvement of the rural
poor in the developmental process.
 

(4)' (a) AIlocating availab e 4a.budgetary resources 
Costa Rica has an active democraticto system whicldevelopment. 	 exacts government
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 notresources for unnecessary intervene in the affaics of othermilitary expenditure (See 
 countries. 
also Item No. 20) and
intervention in affairs
 
of other free and

independent nations.)

(See also Item No. ZZ) 

(5) Making economic, social, 5. Substantial progressand political reforms 	 has been and issuch as still being madetax collection improvements 	 in the area of taxcollection andand changes in 	 tax fund redistribution.land tenure 

arrangements, and making 

Basic individual freedoms and free 
progress toward respect for 

enterprise are respected. 

the rule of law, freedom 
expression and of 

of 
the press,and recognizLng the importance


of individual freedom,

initiative, and private 
enterprise.
 

(6) Adhering to the principles 6. Costa Rica
of the Act 	

does adhere to thoseof Bogota and principles.Charter of Punta del Eats.
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(?) 	 Attempting to repatriate 
capital inveeted in other 
countries by its own citisens, 

(8) Otherwise responding to 
the vitat economic, poZitioal,
and social, concerns of its 
people, and demonstrating a 

clear determination to 
take 

effective eef-help measures. 

B. Are above fastor taken into 
accouInt in the furnishing of the 
subject assistance? 

8. 

B. 

7. Political stability and a government
 
policy encouraging investment in
 
private enterprise give an incentive
 
to the repatriation of local capital

invested in other countries.
 

Costa Rica has a strong tradition of. 
concern for the rural poor, includ
ing programs in income redistribution
 
and strong health and education
 
programS.
 

Yes 

Treatment of U.S. 
Citizens by Recipient Cuntrl
 

3. 	 FAA A 820(o). If assistance is 3. No 
to government, is the government

liable 
as debtor or unconditional
 
gt:arantor on 
any debt to a U.S.
 
ottisen for goods or 
services
 
furnished or ordered where 
(a)suoh

citimsn has exhausted avaiZabZe 
legal, remediep and 
(b) debt is
 
not denied or contested by such
 
government?
 

4. 	 FAA 1R20(o)(). If assistance 4. No 
is to a government, has it
 
(inclding government agencies
 
or subdivisions) taken any

action which has the 
effect of
 
nationalizing, expropriating,
 
or otherwise seixing ownership
 
or control of property of U.S.
 
oitixens or 
entities beneficiaZZy
 
rwnd by them without taking

otelo to 
discharge its obZigations

toward ouch citimens or entities?
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S. FAA f 620(o); Fishermnoee 
Protective Aot. 1 6. If oountr, 

S. Costa Rica has not seized or penalized
any U.S. fishing boat for fishing inhas sei-ed, or imposed any penalty 
 International waters.
or oanction against, any U.S.
finhing vessel on account of its
fishing activities in international
 

waters,
 

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

b. has complete denial of 
 b. Not applicable
aeistance been considered by

A.:.n. Administrator?
 

Relations with 
U.s. Government and 
Other 'ations 

6. tAA, I 620(a). 
 Does recipient 
 6. No
country furish assistance to
Cuba or fail to take appro
priate steps to prevent ships

or aircraft under its flag

from carrying cargoes 
to or
 
from Cuba?
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?. 	 FAA E 620(b). If aseitance 7. Yen
je to a government, 
 has 	 theSretar, of State determined
 
that it ie not controtZed by
the 	international Communist
 
movement?
 

5. 	 FAA I 620(d). If assistance is 	 8. No such 	productive enterprise is tofo-any productive enterprise be financed.wohioh will compete in the UnitedStates with United States enterprise, is 
there an agreement by
the 	 recipient oountry to prevent
export to the 	 United States more than 20% 	

of 
of the enterprise's


annual production during the 
Zife
 
of the Zoan?
 

p. 	ILAAg 620(f°). Is recipient country 9. No 
a Communist country? 

1O. 7AA 	 I 620(i). Is recipient country 10. No 
an
any 	way involved in 
(a) subver&ion of, or military aggression

against, the United States or anycountry receiving U.S. aseistanoe,
 
or fb) the pZanninp of such sub
version or aggression?
 

FiA. 	 I 620(j). Has 	 the country 11. 	 There has been nopermitted, 	 mob action in Coror failed to take ta Rica in recent history againstadequate measures to prevent, U.S. 	 property.the 	damage or destruction, bymob 	 action, of U.S. property?
 



AiD 7 40-2 (8-?4) 
Is. A 620(l). If the country 12. Costa Rica participates. inas faiT edto institute the investthe ment guarantee program.investment guaranty program


for the specific rieks of
 
expropriation, in 
convert
ibility or oonfiscation, ha.
the A.I.D. administration within
 
the past year considered denying

aseistance to 
such government

for this reason?
 

11. FAA I 620(n). Does recipient 13. No 
country furnish goods 
to North

Viet-Nam or permit ships or
 
aircraft under its flag to
 
carry cargoes to 
or from North
 
Viet 2Nam?
 

14. FAA 9 620(V). Is the government 14. No
of the recipient country indefault on 
interest or principat

of any A.I.D. loan to the
 
country?
 

7s. FAA 6 20(t). Has the country 15. Costa Rica has diplomatic relationsJevered dip Zoma tic relations with the U.S.with 
the United States? 
If so,
havq they been resumed and
have new bilateral assistance
 
agreements been negotiated and
entered into since such resumption?
 

Z6-. FAA I 620(u). What is the pay- 16. Costa Rica ismtnT statue of not in arrears withthe country's U.N.
obZigations? regard to U.N. obligations to theIf the country is
in arrears, were extent of affecting its voting right.
such arrearages 
 or its continued U.N. assistance.taken into account by the A.I.D.
Admin':strator in determining thec.,rrent A.I.D. OperationaZ Year 
Budget?
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i'. FAA 1 481. Ha. the government of 
 17. Costaveoipient Rica has takenadqutecountry failed to
adequate take drug control measures.etepe to prevent narootio
drugs and other 'ontrolled oubbt.aneose (as defined by 
the Comprehensive Drug Abuse Prevention and
Control Act of 1970) produced or
processed, in whole or in part, in
euch oountrK. 
or transported


through suoh oountry, from being
sold illegally within 
the jurediction of euch country to 
U.S.
G;overnment personnel or their
dependente, or from entering theL.S. unlawfully? 

L FAA 973 # 29. If (a) military 18. There are no military bases inbase is located in recipient

country, Costa Rica.and Was constructed
in orbeing maintained or operated
with funds furnished by U.S., 
and
(b) u.S. personnel carry out
miZitary operations from euch
bose, has the President determined that 
the government of
rccipient country has authorised
regz'Zar access 
to U.S. oorregpondente to suoh base? 

MilitaryExpenditures 
It. FAA 6820(s). What Percentage ofcountry budget 19. Costa Rica hasin for military no real military

expenditures? establishment.Row Negligible amountsmuch of foreignexchange resouroes spent of the National Budget andon miZi- foreiptary equipment? exchange areRow much spent for spent to supportthe small internal security force.the purohane of sophisticated
weapons system&? 
 (Consideration

of these points is 
to be ooordinated with the Bureau for
Program and Policy Coordination,
Regional Coordinator, and MiZitary
Aeeiotanoe Staff (PPc/RC).)
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CONPITIONS OF THE LOAN
 

Coneral Soundness
 
PP. 	 FAA A 291(d). Information and 

cono u5ton on reasonableness 
and legality (under laws of 

country and the 
United States)

of lending and relending terms
 
of the loan.
 

2t 	 FAA R 251l(b)(2)i § 25 1(e). 

Information and conclusion 
on 

aitivity'e economic and 

technical soundness. 
If 	loan
i3a 	not made pursuant to 
a
multilateral plan, and the
 
amount of the 
loan 	exceeds
$Zoo,oo0, has country submitted
 
to A.I.D. an application for

,U(h funds together with
 
assurances 
to indicate that
funds will be used in an econom
ically and technically sound
 
manner?
 

22. 	 FAA N 251(b). Information and
rncnouston on 
capacity of the 

country 
to repay the loan, 

including reasonableness of 

repayment prospects.
 

25. 	 FAA 0 25Z(b). Information and

conclusTon on availability of

finanicing from other free-world 

nourcee, including private 

sources within the United States.
 

20. The loan terms are reasonable for the
 
type of activity involved and legal

under the laws of Costa Rica and the

U.S. 

21. 	The loan is economically and technical
ly sound as detAiled in the loan
paper. A loan application with assuran
 
ces has been received.
 

22. The termlof the loan are within the
capacity of Costa Rica to repay and

there are reasonable prospects of
 
repayment.
 

23. Because of the nature of the projects

to be financed, it isdetermined that
 
other sources of financing are not

available on reasonable terms.
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A4P Z240-2 (5-?1) 
RE. FAA I 61Z(a)(Z). 
 Prior to 
 24. ye.eanIng of lOan uilZ there be
(a) engineering, financial,

and other plans neoessary to
carry out the aceistanoe and
(b) a rdasonably firm estimate
of the cost to 
the United States

of the asiltanoe?
 

25. FAA I 61 l(a)(2). If further 
 25. No further legislative action is
etilzative action is 
required 
 required.
withi, recipient country, what
is 
basis for reasonable expeotation that euch action will be
completed in time 
to permit

orderly accomplishment of
 
purpose of loan?
 

21. FAA 
§ 611(e). 
 If loan is for 
 26. YesCa-pital Aseistance, and all

U.S. assistance to project now
exceeds $Z million, has Mission
Director certified the country's

capabitity effectively 
to
maintain and utiZise the project?
 

Loan'e Relationship 
to Achievement
 
of Country and RegionalGoals
 
27. FAA 1 207 9 2 5 Z(a);I ZZ
Fx t to 

. 27. The loan encourages local communitywhich asistanoe 
 participation in development activitiesreflects appropriate emphasis
on: (a) encouraging develop-

and countributen to the increased 
ment of democratic, economic, 

availability of food for internalconsumption. Training is provided inpolitical, and social institutions;

(b) self-help in meeting the 

farm management, marketing and proces
couitry sli.g technology.Wmen will be involved
' 
food needs; 
(c) im-
 directly in implementation of the
proving availability of 
trained 
 project.
manp'oL&rp 
in the country;

(d) proqrams designed to meet
the ountry's health needs;
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AID 74"40-1 C6-?4) 

(P) otler important areas of 
c,'enomic, political, and social

de.lropment, including industry;
free 	labor unions, cooperatives,

and Voluntary Agencies; 
trans
portation and communication;

planning and public administration;
 
urban development, and moderni
zation of existing laws; 
or

(f) integrating women into the
 
recipient country's national
 
economy. 

FAA 1 209.
2. 	 Is project susceptible 

of execution as 
part 	of regional

project? 
If so why is project not
 
ao crecuted?
 

1P. 	 FAA § 251(b) (3). Information and
conclusion on activity's relation-
ohip 	to, and consistency with,
other development activities, and 

its contribution to recZizabZe 

long-range objectives.
 

.0. 	 FAA N 251(b)(7). Information and
e--oncl-aion 
on whether or not 
the

activity to 
be financed will 

contribute 
to the achievement of
 
nelf-suotaining growth.
 

31. 	 FAA 
P 209- § 251(b) (8). 

7nformaton and conclusion
whetj.er a.nietance will 

encourage regional development

programo, and contribute to 
the

cconomic and political integration
 
of Latin America.
 

28. The project is local in nature.
 

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

distribution of income.
 

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

31. The loan is, b its nature,

expected to have a primarily local
 
impact.
 

http:whetj.er


- Z2-

AID 1,40-2 ( 6.74) 

81. FAA I 25Z(g), I ZZZ. Infor- 32. The loan doesmation and oonoZu$son on 
not assist the cooperatiwuse of movement directly.
Zcan to 
aseist in promoting the


ocoperative movement in Latin
 
America.
 

80. FAA 
I 25Z(h). Information 33. The loan is Consistent with the find
and ono~usion on whether the ings of the latest CZAP Review.activity is consistent with the
findings and recommendations of the
Inter-American Committee for the

Alliance for Progress in its
annual review of national develop
ment aotivities. 

39. FAA 1 20Z(a). Describe extent to 34. The project is of awhich the grais-rootsloan will contribute to

the objeotive of 

nature and will stimulate cuouunityassuring maximum 
participation in the task of eoono-

interest and participation. 
mic deveZopment on the part of the
people of the country, through the
 
encouragement of democratic,

private, and local governmental

institutions.
 

3I. FAA I 28Z(b). Describe extent to1hi0h program reoognixes the 
35. The project rdponds directly to
 

particular basic needs of the rural poor.needs, desires, and
capaoities of the people 

The country's intellectual resourcesof theoountry; uti~ines the 
will be well utilized. Trainingoountry'einteZeotual resource, will be pr6vided to field personto 


encourage institutional deveZ-
nel and in some cases to profession
als in specialized areas relative.
opmont; and supports oivio to the program.
education and training in skills
required for effective partioi

pation in governmental and

political processes essential to
 
se lf-government.
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30. FAA M 60Z(a). Information and 36.i-nn'%-7usions whether loan will 

encourage efforts of the country

to: (a) increase the flow ofiv t.e'rnationaZ trade; (b) foster
prioate initiative and competition;
(e) ,'ncourage development and use 
of (-)operatives, credit unions,
and ravings and loan association*;

(d) discourage monopolistic

practices; 
(e) improve technical
efficiency of industry, agriculture,
and commerce; and (f) strengthen
free labor unions.
 

57. FA.1 6 619. If assistance is for 37. 
newly independent country; is it
furnished through multilateral
 
organivatione 
or plane to the
 
maximum extent appropriate?
 

Loan'sEffect on 
U.S. and A.I.D.
 
Program
 

88 • 102.
l(b 8(4):1 Informationand7cnc Zusion on possibZe effect#of loan on U.S. economy, with special
reference to areas of substantial 
labor surplus, and extent to which1/.S. commodities and assistance 
are
furnished in a manner consistent
with improving the U.S. balance of 
payrents position. 

IV. FAA 
9 25 2(a). Total amount of moneyunder loan 
to 

which is going direotZyprivate enterprise, is going tointermediate credit institutions 
or 

other borrowers for use 
by private
enterpire, is 
being used to finance
 

importo from private sources, or isothe.,wi'e being used to financeproourmonte from private 
sources.
 

Theproject is directed toward increasing the profitability of small farm 
enterprises, thus festering private
initiative. Provisions are also thetechnical efficiency of MAG, ITCO and
other GOCR institutions working in 
agriculture.
 

Costa Rica is not a hewly independent 
country.
 

38. No major effects are foreseen,
Procurement will be from Code

941 and thus help.the U.S. balance
 
of payments in the long run. 

39. No part of the loan is going

directly to private enterprise.

$2,500,000 will go to inter
mediate credit institutions. 
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di. 

.1. 

43. 

4E. 


.	 FAA I 601(b). Information and
cWonclusi1on on 
 how the Loan wiZz 
40. The loan will not have a large effect on U.S.oncourage 	 trade or InvestmentU.S. private trade andinvestment abroad and how it wizZ
encourage private U.S. Participation
in 	foreign aaseitance 
programs
(including 
use 
of 	private trade
channels and the servicee of U.S.
private enterprise).
 

FAA 1 60Z(d). 
 If 	a capital 
pro ecT, 	 41. Not applicableare engineering and
Profeeional servicee of U.S.
firma and 
their affiliates usedto 	 the maximum extent consatent
with the national interest? 

FAA § 602. Information and coneuos--	 42. Yeson 	whether U.S. BmaZe
business wiZ participate
cquitabZy in the furnishing of
goods and services finanoed by

the loan. 

FAA 0 620(h). WiZZ the loan 43. 	 Nopromote or 	aeeit the foreignaid projaot. or 	activities ofthe Oommuniat-BZoo oountries? 

FAAI 62Z. If TechniaaZ 

AssistanCe ie 

44. Technical assistance
financed by for the project

loan, information and 

the will be obtained
conclusion 	 from private enterprisewhether ouch 	 on a contract basis.aeeistance wiZZfurniehed to 	 be 
the fuZeet extent
practicable 
as 	goods and professional and other servicee from
private enterprise 
on 	a oontraat
baoi. 
 If the facilitiea of otherFederal agenoies will be utiZised,

informa*ion and oonoZuaion on 
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1,'h,,thcr they are particuzarly 
outtbZe, are 
not competitive with
pri:',te enterprise, and can be
mdr available without undue
int'rferenoe with domestic p$iograme. 

toan'e Compliance with Saeific Requiremena 
45. FAA 1 1l0(a)- 8 208(e). Has the 45. Yeseountry provided 

aneurances 
that it WiZZ provide

at least 25Z of the costs of

the p'ogram, project, or acti
vity with respect to which the
 
Loan is 
to be made?
 

46. FAA I Z12. Will loan be used 
 46. Noto 
finance police training or

related program in recipient
 
country?
 

4?. FAA 9 114. Will loan be used to 47. No 
pay for performance of abortions
 
or to motivate or coerce persons
to practice abortions?
 

40. FAA_@ 2oZ(d). Is interest rateofl6oa-nat least 2% per annum 
48. Yes 

dur'ing grace period and at least

3% per annum thereafter? 

44 FAA 0 6 0 4 (a). Will aZ commodity 49. Yes. Procurement will beprocurement financed under the 
fron Costa 

Rica and Geographic Code 941 countrie
loan be from the United States
except ae otherwise determined
 
by the President?
 

50. FAA 8 604(b). What provision is 50. N.A.mae to prevent financing commodity
procurement in bulk at prices higherthan adjuseed U.S. market price? 
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Ai .	 PAA I 604(d). If the coop- .51. yes
nrijoountry dieorimina tee
 

agat'net U.S. marine ineuranof
 
oompanies, will loan agreement 
raquire that marine insurance

be placed in the United States
 
on commodities financed by the
 
loan?
 

5. 	 FAA A 604(e). If offshore procure- 52. Not applicable 
ment 	of agricultural commodity or
 
product is to be financed, ie there 
provieion against such pro. urement
 
when the dome2 tic price of suoh
 
commodity is les, 
than 	parity?
 

55. 	 IAA 60(f). If loan finanoef 4 53. Yes
commodity import program, will 
arrangements be made for supplier

certification to A.I.D. and A.I.D.

approval of commodity aa eligible

and suitable?
 

5d. 	 FAA § 608(a). Information on 54. Excess property will be used if itmeasures to be taken to utiZixe is practical. The standard provision
U.S. 	 Government exceas pereonal will be included in the Loan Agreement.

property in 
lieu of the procurement
 
of now itema.
 

55. 	FAA 9 6ZZb); App. I 1OZ. If 55. Not applicable 
loan 	finance# water 
or water
related land reeouroe construction
 
project or program, ia there 
a 
benefit-coat computation made,
 
insofar as practicable, in
 
accordance with the procedurea
 
set forth in the Memorandum of
 
the President dated May Z5, Z962,9 
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St. 	 FAA I ezz(o). If contraots for 56. The Loan reghejt will to provide. 
;.,itruct are to be financed,
 
,1hat. provision will be made that
 
they be let on a competitive basis
 
to maximum extent praotioabZe?
 

5 7. FAA 6 6Z2(b); I 636(h). Describe 57. The United States will finance 
steps taken to as sure that, .to the costs of the project, and the 
maximum exten' poesible, the country host government is making a sub.
 
is contributing local currencies to stantial contribution to the
 
ricet the cost of contractual and local costs.
 
other services, and foreign currenciee
 
ow,ned by the United States are utilised
 
to meet the cost of contractual and
 
other services.
 

56. 	 App. 1 113. Will any of loan funds be used to 58. No 
acquire currency of reoipient country 
from non-U.S. Treasury sources when ex. 
oes currency of that country is on
 
depoeit in U.S. Treasury?
 

St. 	 FAA 1 612(d). Does the United 59. None is owned by the United States.
 
States own excess foreign currency
 
and, if so, what arrangements have been
 
made for its release?
 

60. 	 F.A I 620(gi). What provision is .60. The Loan Agreement will not allow 
"tCereagainat use of subject funds to be used for this purpose. 
assietance to compensate owners 
for expropriated or nationalimed 
property? 
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AID 284o.1 (s-7€) 
i. FAA I If consk).aonetruction 
 61. No

of P 0 w ?u*s enterprise, wiltaggregate value of assistano
to be furnished by 
 the UnitedStates exoced $100 mllion? 

68. PAA I 65(i). Will any loan fund@ 62. Noa ;86Wt jinano# purohase, longter, lease, 
or exchange of motor
vehicle manufactured outside the
United State., or any guaranty ofauch a transaction? 

83. A p. §Iz0. 
usd to 

Will any 
Noloan funds be 63. pay Pension#, e*a., for
military Personnel?
 

6. 
 1pp, 1 1O5. 
 If loan is for capital 64. YesproJeot, is there provision forA.I.D. approval of all oontraor

and contract terms? 

o,
 

66, 4Pp. 0 Z07. Will any loan fundsbe usedJ7 65. Nopay UN asseeement., 

60. to Compli ance Uith 66. Ye, it will be required.regu lation on employmentalpd of U.loal personnel. (A.r.D.
Rergultion 7). 



-
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67. 	 f v.iI . Wild any of Zoan 67. No 

funds be used to carry out pro
piuione of FAA 209(d)is and 5Zt(h)? 

68. 	 App. 0 114. Describe how the 68. This will be done by AID/W by
C'.ommittee on Appropriations of normal procedures.
the Senate and House have been 
or
 
wilZ be notified concerning the
 
activity, program, project, 
country, or other operation to be
 
financed by the Loan.
 

89. 	 App I 60Z. WiZ any Zoan fund* 69. No 
be us ed for pubZicity or 
propaganda purposes within the 
United States not authorized by

the Congress?
 

70. 	MMA 1 90Z.bj FAA 9 640C. 70a. The loan Agreement will so provide
 

(a) Compliance with requix.ement
 
that at least 50 per centum of
 
the gross tonnage of commodities
 
(computed separately for dry buZk
 
carriers, dry cargo liners, and
 
tankers) financed with funds made
 
avaiZabZe under this 
Zoan 	shaZl be
 
transported on privateZy owned U.S.
flag commercial veseeZe to 
the 
extent 
that such vessels are
 
available at 
fair and reasonabZe
 
rates.
 

(b) Will grant be made to Zoan b. No
 
rec.ipient to pay aZZ 
or any portion

of such differential 
as may exist
 
between U.S. and foreign-fZag vee#eZ
 
rates?
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Certification Pursuant to
Section 611(e) of the

Foreign Assistance Act 

as Amended 

I, Joe J. Sconce, the principal officer of the Agencyfor International Development in Costa Rica,certify do herewiththat in Ry Judgnent, Costa Rica has both thefinancial capability and human resourcesutilize effectively, goods and 
to maintain andservices procured under theCapital Assistance Project entitled "Cammodity Systems".

This Judgment is 
AD-financed 

based upon the record of implementation ofvro.Iects in Costa Rica and the results of theconsultations undertaken during the review of this project. 

Joe J. Sconce
 
AID Affairs Officer

-USAID/Costa Rica 

Date 
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LOAN APPLICATION 

The loan application has not yet been received
frcm the Government of Costa Rica. It will beobtained prior to authorization. 
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WNCLASMIIED 

PRIECT AUfMORIZATICN AND QIJE3TFOR ALLoI1 OF RNjs 

PART II 

Nclni of Country: Costa Rita Name of Project: CcnoIdity Systems 

Number of Project: 515-0134 

Pursuant to Part I, Chapter 1, Section 103 of the ForeignA:;1J:;tance Act of 1961, as amended, I hereby authorize a Loan to
the CoverrnMent 
 of Costa Rica the "Cooperating Country" of not tot'xc(ed Five Million Five Hundred Thousand United States Dollars($[),500,000) the ("Authorized Amount") to help in financing certainfPCrvtm exchange and local currency costs of goods and services required for the Project
'i'h as described in the following paragraph.Project consists of assistance to the Governmentto develop integrated commodity of Costa Rica
dloVrsification systems and agricultural product(hereinafter referred totO -'slst as the Cooperating Countryin financing certain Foreig Exchange
co.;ts of goods and and local currency
services required for the Project.fmK)unt The entireof the A.I.D. financing herein authorized for the projectwill be obligated when the Project Agreement is executed.
 

I approve
10Il:ncd the total level of A.I.D. appropriated fundingfor this project of not
'lThs.ujnd United States Dollars 

to exceed Five Million Five Hundred
($5,500,000). 

1 hereby authorize the initiation of negotiation and execution+,I.)c-Project Agreement by the officer to whom such activity hasbucii delegated in accordance with A.I.D. regulationsof' Authority subject to the following essential terms 
and Delegations 

;'d major condittions; together with such other 
and covenants 

as terms and conditionsA.I.D. may deem appropriate.
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A. 	 Interest Rate and Terms of Repaymnt
 

The Cooperating Country shall repay the Loan
in I.nited States Dollars within twenty 	 to A.I.D.(20) yearsI ir.;t disbursement of the Loan, including form the date ofa grace period of not toxceed 	 five (5) years. The Cooperating Country shall pay to A.I.D.in Uited States Dollars
01 the Loan at 

interest from the date of first disbursement 
lh, 	

the rate of three percent (3%) per annlzn during onoutstanding disbursed balance of the Loan and on any due andUNI)j. id interest accrued thereon. 

13. 	 Source and Origin ofGoods and Services 
Except for Ocean Shipping,by A.] .D. under the Project shall have 

goods and services financed
thre 	 their source and origin inCentral American Comm)n Market or incoiatries included 	 the United States or inin A.I.D. Geographic Coderwy otherwise 	 941 except as A.I.D.agree 	inwriting.

Iom 	 Ocean Shipping financed under theshall be procured in any eligible source country except the
Coorxirating Country. 

C. 	 Condition Precedent to Initial Disbursement
 

Prior to any clisbursement,
IniIni-nt documents under the Loan 
or the issuance of any com;JI, I urnish in form and 

Project Agreement, Borrower/Grantee

Lhfe c~tablis-m 	 substance satisfactoryt 	 to A.ID., evidence ofwithin the "inistry of AgricultureWr Unit with the authority 	 of an Implementaand the responsibility necessary to
'IhrihisoTrthe Project; and a Marketing Unit to provideof ,r]:eting, inlormation eind technology 	 a broad range
I:r',., with particular emppasis on 

to farmers throughout Costa
the needs of the smaller farmer.
 
D. Condition Precedent to Disbursement 

(lomiments 
Prior to any disbursement or the issuanceunder the loan, Borrower shall furnish, of any commitmentsal'lsfactory to AID, a 	 in form and substance,list; of the non-traditionalbe developed through the pr-oject, 	 ccmmodity system toand for each system a detailed work plancovering the first year of project activities, including: 

1. a 	descriptionrvignnrch and farm management 
of all technical assistance, training,activities expected to occur; 

UNCUSSIFIED 
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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
(pTlcypd in each activity. 

F. Condition Precedent to Disbursement 

Prior to disbursement of the issuance of ccmmitment documents 
ror Credit Operations, Borrower shall furnish, in form and substance 
satisfactory to AU), a statement of the eligibility criteria for subborrowers and the policy that the National Banking System will use in
 
providing short and medium term credit to farmers participating in the
 
W
Project, and a confirmation that Banking Systemt resources equivalent toPo Million United States Dollars ($2,000,000) for short term lending and
Two Milion Two Hundred and Eighty Five Thousand United States Dollars 
($2,?85,000) for medium term lending will be contributed to the credit
 
Lind on a 
timely basis as part of the Borrower counterpart contribution
 
to the Project.
 

F. Condition Precedent to Disbursement
 

Prior to ary disbursement for credit for each new crop or
t,,chriology, the Borrower will present AID with: (1)the research
which demonstrates the technological and economic feasibility of the new 
cro, or technolopy; and (2)the first farm plan covering that crop or 
technology. 

(G.Covenants
 

1. Borrower shall covenant that prior to the beginning of each
 
c li"ndair year, the Government of Costa Rica shall submit, in form and
sub:1tance satisfactory to AID, a detailed work plan, the same in scope
ns thr, plan accepted in corpliance with Section D above, for the 
year's activities.
 

2. Borrower shall covenant to maintain, for a mutually agreed

pprr'xd extending beyond the final disbursement of the Loan: (1) thelyv,-l of the credit fund at the total amount of Loan and counterpart
drawn down durin, the term of the Project, through periodic replenishinent
or 'unds; and if the utility and acceptance of the systems approach is
established In the Project, (2) the training, farm management, and
rosoarch activities at the level achieved in the best year of the 
pro ect. 

UNCLASSIFIED
 



PROJECT LOCATION: 


PROJECT TITLE: 


FUNDING: 


LIFE OF PROJECT: 


lEE PREPARED BY: 


DATE: 


ENV IRONMENTAL ACTION
 
RECOMMENDED: 


CONCURRENCE: 


DATE: 
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INITIAL ENVIRONMENTAL EXAiINATION
 

Costa Rica
 

Commodity Systems
 

FY 1977 Development Loan $5,500,000
 

Four (4) years
 

Heriberto RodrTguez
 
U'AID/General engineer
 

August, 1977
 

That the project will not have a significant
 
effect on the environment, and therefore a

negative determination 
is appropriate.
 

Joe J. Sconce, AID Affairs Officer
 

USAID/Costa Rica
 

August, 1977
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Separate PINl were previously submitted for the Land Productivity and Rural Employment Loan, and the Small Farmer Income Grant.'11c:;e two proposals have been combined here into one Comnrxdity';y-te,; Loan. A separate Initial Environmental Examination wasdono for each'PID. An Environmental Threshold Decision (LA/DR IZE"//-?.;) for Negative Determination was made by the Assistant Ad
min-i strator for Latin America for the Land Productivity and Rural
Dnpl oyment proposal. 

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

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

Inforration 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
Impsct Areas and Sub-areas 1/ 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
 

1. Foreclosing important uses 
 N
 

4. Jeopardizing man or his works 
 N
 

5. Other factors
 

Improve 
 land resource utilization 
 L
 

R. WATER QUALITY
 

1. Physical state of water N
 

2. Chemical and biological states 
 N_
 

1. Ecological balance 
 N
 

4. Other factors
 

.1/ See Explanatory Notes for this form.

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


impact
 
M - Moderate environmental impact

H - 1Hih environmental impact
 
U - Unknown environmental impact
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C. AVIoSPHERIc 

I. Air additives 

N
 

2. Air pollution 

N
 

3. Noise pollution 

N 

4. Other 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-ECON|OMIC 

I. 
Changes in economic/employment patterns 
 L
 

2. Changes in population 

N 

3. Changes in cultural patterns 
 L 

4. Other factors 
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G. HALTH 

1. 
Changing 
a natural environment
 
2. Eliminating 


an ecosystem 
element
 

3. 
 Other factors
 

H. GENERAL
 

1. 
International 

impacts
 

2. Controversial impacts 	 __ N 

3. Larger program impacts 	 ____N 

4. Other factors 
 N
 

I. OTHER 
POSSIBLE IM4PACTS (not listed above)
 

;,w 'ii Leached Discussion of mpacts.
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UNCLASIp 

DISCIJSSI0N OF, MPACTS 

A. 	 Land Use 
Other factors refenred to as Little impact: ._ oland Utiliza-ion - incrased land prlduc and Pr~tectaon of 

F. 	 Socio-Economjc
 

Limited changesin 
 enomjc/ o t attens:,b creases in errploymezsin pos-

Limited Ca 
 e in 	cultural )atterns:

OPportunities for rl 	 more enploymz.ntan 	 hlde. - more 

UNCLASSIFD
 

http:enploymz.nt


-- --- -. - - ,- - - - -- ! . -,

-- L ._ . • - - "---- -_ ' - 
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, 	 0!.sT
.VA.IAfl.. NFW COP.S S1.;c.F.STED FOR INraoUCTI 

MUL1ITIPLICATION AND DISTRIBUTION 

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

A. 	 Citrus Types (Fruits) 

I. Orange (Citrus sinenss) - Parson Brown,

Valencia, Washington Navel, Texas Navel,
 
Dream Navel, Paradise Navel, Robertson
 
Navel, Trovita, Bahianinha, Sunner Navel,

Hamlin, Pineapple, Mars, Jaffa.
 

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

3. 	 Grapefruit (Citrus paradise) - Duncal, Mars
 
Seedless, Thompson, Foster, Ruby., Burgundy
 
Red, 	John Garner.
 

4. 	 Tangelo (Citrus Hlybrids) - Temple, Hinneola,
 
Orlando, Seminole, Thornton, W2kiva, Webber,

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

5. Mandarin (Citrus reticulata) - King, Emperor,

Willowleaf, Beauty, Dancy, Cleopatra, Kinnow.
 

6. 	 Citrus Rootstock - Cleopatra mandarin, Trifoliate
 
citrange, Carrizo citrange, sour orange, rough
 
lemon, calamondin.
 

B. 	 Non-Citrus (Fruits)
 

1. 	 Mago (angifera indica) - Paden, Irvin, Keitt,
Kent, Carrie, Edward, Early Gold, Zill, Pain,
Fairchild, Lippens, Palmer, Springfels, Bombay,
Julie. Sanderaha, Iamnlpa, Casbodiua, Cecil. 
Saigon.
 



ANNEX A.pae 	P-ofin 

2. 	Avocado (Persea americana) - Simonds,
 
Pollack, Catalina, Ilaas. Puebla, Fuerte,
 
Lula, Choquette, Booth 8, Hall, Collinred,
 
Kampong.
 

3.. 	Cuavn (Psidium guajava) - Supreme, Red
 
Indian, Rolfs, Ruby.
 

4. 	Rambutan (Nephelium lappaceum) - Leebak
,boolooa, Seematjan, Seenjonja, Seetang
kooweh, Seelengkeng, Seekonto.
 

5. 	Sweetsop (Annona squamosa) - various clones. 

6. 	Soursop (Annona muricata) - various clones. 

7. 	Sapodilla (Achras zapota) 
- Prolific, Russell,
Betawi, Koolon, Apel Benar, Apel Leelin, 
Brown Sugar.
 

8. 	Sapotee (Calocarpum App.) - various clones.
 

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

10. 	 Bananas (Musa spp) 
- Gros Hichel, Cavendish,
 
Lacatan, Williams Hybrid, Lady Fingers., Date,
 
Apple, Plantain.
 

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

12. 	 Mangosteen (Garcinia manostana) - various
 
clones.
 

13. 	 Figs (Ficus caric) -
Celeste, Green lschea,
 
Kadota, Brown Turkey, Preston Prolific.
 

14. 	 Mamey (Mamneaamericana) - various clones.
 

15. 	 Lychee(Litchl chinensia) - Breveter, Peerless, 
Graft, Mufltius, Dental. 



M 8 
PWe 3or 10 

C. Nut Trees.
 

1. Macadamia (Macadini ntegrifoli) - Ikalki, 
KkeN, K('ahu, Wall un, Burdick. 

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

3. 	Pill Nut (Canarium ovatum) - No named 
varieties. 

4. Sapucac iaNut (Lecythis all ptics) - no named 
variet les. 

5. 	Pistachio Nut (Pistacia vera) - no named 
varieties. 

D. Specialty Crop Trees.
 

1. Nutmeg (Nyristica fragrans) - No named
 
varieties.
 

2. 	Cinammon (cjrrmm zeyanj cLmo named 
varieties. 

3. 	 Bay (-ta ncem ) No named 
vatieties.
 

R. Forest Species Trees.
 

1. 	Australian Pine (Cassuarins app.) No named 
varieties. 

2. 	lpil-ipil (Leucsena glauca) - No nasc; 
varieties. 

3. 	Eucalyptus (Eucalyptus app.) - No named 
varieties. 

4. 	Mahogany( SMiietania Mahogani)- No namd 

varieties.
 

5. 	Teak (Tecanus opp)
 

G. 	Bamboo ( Bambasa spp ). Variou species. 



F. Non-Tree Frtitt:.
 

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

2. L !Pi1aLe
(Ananas comosus) - Cayenne, Cabezoa.

Queen, Red Spanish, Pernambuco, Monte Lirlo,

Abachl, Sugar Loaf, Andina, Francesca.
 

3. Crapes (Vttis sp) - Lake Emerald, Blue Lake,rtritnn, Taylor, Red Niagra, Fairchild,
lropics, Everglades, Largo, Tamiami, Black 
Spanish, Herbemont, Lenoir. 

4. Passton Fruit (Passiflora edulis 
var. flavicarpa)
 

5. 
Raspberry (Rubus albescens) - Mysore, Queens
land.
 

6. Strawberries (Fragariaaspp) 
- Missionary,

Klondike, Ettersburg 121, Marshall, Florida 90,
Texas Ranger, Blakemore, Lassen, Solana, Fresno,

Torrey, Armore, Daybreak, Brightmore, Klonmore.
 

7. Porgranate(Punica ranatum) 
- Wonderful, Paper-

Shell, Spanish Ruby, Purple.
 

G. 
 Non-Tree Conercial or Specialty Crops.
 

1.Pper (Pipernigrum) - Balamcotta, Korintji,

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

2. Vanilla 
Vanilla planfollL) -"Bourbon,
 
Javanese.
 

3. Tea (Thea stnensis) - Chinese bokes.
 

H. Cereal Crops.
 

1. Maize (Zea mays
) - various st'nthetics from 
CIIIYT (Mexico) 

2. Rice Oryza sativa) 
- various cultivars from
.IRI (PhilippineeY and CIAT (Colombia) 
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3. 	Sorghum (Soryhum biolor)  various
 
cultivare from ICRISAT (India)
 

L.. Food Grain Legumes.
 

1. 	Field beans (Phaseolus vulgaria) 
- climbing

and bush cultivars from CTAT.
 

I. Copes (Vigna unguiculata) - Cultivate 

from IITA (Nigeria) 

3. 	Chickpeas (Cicer arletintm) - Cultivars
 
from I"RISAT.
 

4. 	Pigeon Peas (Cajanus cajan) 
- Cultivars
 
from ICRISAT, Univ. W. Indies, Puerto Rico.
 

J. Ol Seed Crops.
 

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

2. 	Soybeans (Glyclne max) -
Tropical varieties 
from Univ. 111. 

3. Sesame (Sesamum Indicum) - varieties from
 
Venezuela, India, Univ. Calif.
 

4. 	Sunflower(Helianthus annuus)  open pollinated

varieties from U.S. and C. American Countries.
 

K. Rootcrops.
 

1. 	Cassava (anhot esculenta) - (clones from CIAT)
 
2. 	Yams (Dioscorea app. Including rotundata, alata,cayenens., esculenta, bulbifera and trifeda)

improved varieties frm USDA Federal Stettm 
Puerto Rico.
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3. 	Sweet Potatoes (Ipomoea batatas) - improved
 
varieties from Puerto Rico, UWI, 
Southern
 
U.S. and Central America.
 

4. 	Potatoes (Solanum spp.) - varieties from CIP
 
(Peru)
 

5. 	Taro or Dasheen (Colocasia esculents) varieties
 
from VWI, Hawaii.
 

6. 	Yautia or Eddoe (Xanthosoma @pp.) - varieties
 
from VWI, Hawaii.
 

7. 	 Yam Beans (Pach=hi7A.s erosus) - varieties 
from Thailand, Indonesia.
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,. 	Vegetable Seed (* or plants).
 

1. 	Amaranthus * (Amaranthus gangeticus) 
-

no nawed varieties.
 

2. 	Asparagus (Asparagus offianalis- Martha
 
Washington, other varieties gron in tropical
 
countries.
 

3. Beans (Phaseolue~vulgaris) - Kavo, Dade Pole,
 
Alabama No.1, Coffee Wonder, lbell's Nmsatode 
Resistant, Springwater, Wade, Corneli 14f 
Extender, Blue Lake 231, Harvester, Top Crop, 
Florigreen, Seminole, Ky Wonder.
 

4. 	Beets (Beta vulgaris) - Detroit Dark Red,
 
Long Season, Early Wonder, Tall Top.
 

5. 	Cole Crops.
 

a. 	Cabbage (Brassica oleracea) (var. capitals),
 
Succession, Perfection Drumhead, Wisc.
 
Hollander, Premium Flat Dutch, Wisc. All
season, Badger Market, Ditiarch, Marion
 
Market, Copenhagen Market, Early Flat Dutch,
 
Premium Late Flat Dutch.
 

b. 	Cauliflower (Brassicc oleracsa var. botrytia) 
- Sutton's Early Patna, Pus Kea. 

c. 	Broccoli (Brassica oleracea var. botrytis)

DeCicco, Texas 107.
 

d. 	Kholroi (Brassica oleracea) - germ d 
purple varieties. 
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6. 	Cjorcjmber (Cucumts pativus) - Table Green, 

Pixie, Ashe, Polaris, Palmett (6). Ashley, 

Stono, Palomar. 

7. 	Carrots (Daucus carota) - Danvers Half Long,
 

Chatenay, Oxheart.
 

S, 	Corn, sweet (Zes ways) - U.S.34, Honey 

June, Deep Gold, Sweet-angold, Asgrov Golden. 

Golden Security, Calumet, Surecrop. 

9. 	Eggplant (Solanum melongena) - Florida Market,
 

Kopek, Rosita, Florida High Bush, Purple Thorn

less.
 

|0. Lettuce (Lactuca sativa) - Head Lettuce varieties:
 

Lakes 659 and others, Pennlake, Valverde,
Great 
primaverde, Kulanui and Leaf Lettuce varieties:
 

Salad Bowl, Ruby, Bath Cos.
 

Smith's Perfect,
li. 	 Muskmelon (Cucumis melo) -


Georgia 47, Seminole, Edisto.
 

12, 	 Okra (Hibiscus esculentus) - Clemson Spineless,
 

Perkins Spineless, Emerald, Loulsiana Market,
 

Gold Coast, Pusa Sawani.
 

Texas 	Early Grano, Excel
13, 	 Onion (Allium ceps) -

Bermuda, Eclipse, White Grano, L 36, Red Creole,
 

White Creole, Red Spanish, White Spanish, Yellow
 

Spanish.
 

1,4. 	 Peas (Pisum sattvum) - Burpeeana, Asgrow 40,
 

Canner 75, Greenfeast, Thomas Laxton, World Record,
 

Freezer 37, Alaska, Ronda, Shasta, Surpris,
 

Wando, Manos Sugar, Dwarf\Crey Sugar.
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15. 	 Pepper - Bell (Capsicum annum) - World
 
Renter, Yolo Wonder, Liberty Bell, Key
stone Resittnnt Grnnt - Hot (Capsicum
 
frtitescens) - Tabasco, Anaheim Chili,
 
Mexican, Long Thick Cayenne, Hungarian,
 
Paprika, Spanish Paprika.
 

lb. 	 Popcorn (Zea mays) - Purdue 410, Purdue
 
605.
 

17. 	 Pumpkin (Cucurbita app.) - Cuban or Cama
gueyana, Fortuna.
 

18. 	Watermelon (Citrullus vulgarls) - Charleston 
Gray, Garrisonian, Hope Diamond, Florida 
Giant, Purdue Hawkesbury, Blue Ribbon 
Klondike, Congo, Blackstone. 

M. 	Ornamental Plants.
 

I. 	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. 



ANM=E 8 
Page T0 of 10 

METHODS OF PROPAGATION
 

1. Crops propagated by budding, air layering, narcottmna
 

or by various graftIng methods:
 

Allcitrus species
 

mango sweeteop lychee
 
avocado sapodilla bay
 
rsmbutan amey cinnamon
 
mangosteen fig cashew
 

2. Crops propagated by cuttings:
 

sugar cane passion fruit acerola cherty
 
pineapple sweet potatoes potato
 
black pepper yam fig
 
grape cassava vanillo
 
macadamia tea
 

3. Crops propagated by divisions or plantlets: 

rasberry asparagus bananas
 
strawberry plantain
 

4. Crops propagated by seed:
 

most vegetables cashew nutmeg
 
all grain crops passion fruit raubutan
 
all legumes guava papaya 
sapotee coconut aousop 
manso sweetsop 
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INCREA.UNG 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 theinotnntins about halfway between San Jos4 and San Isidro del General.
ina relatively isolated community about 12 Km. 
It
 

off the Panamerican Highwvay, btirved by a third class road and without electricity. The majority of
thc 110 farmilies depend directly on agricultural production for their livelihood, with the principal crops being corn and beans. 
 Eighteen of the familics have cows, and slightly more have chickens. It is 
a very poor cominunity made up of small farmers. 

The Problem 

The major cash crop for 85 families of the Los Angeles community

is 10ack beans.
 

According to Dr. Pinchinat of CATIE, the variety of black beans
pioduced here are high yielding and have excellent resistance toatid other plant viruses. mosaicsIt is estimated that bean production per hectarein the field is about 1, 500 pounds, six hundred pounds above the countryO4vcrage. Te 
problem faced by these farmers comes with the beginning of
h:i rvest. These farmers typically cut the entire mature bean plant and hangthem in rarchos or at the eaves of their houses to dry. However, dryingin this manner is difficult because of frequent rains and an almost constantc'lud cover during the harvest months (October-December). As a result,a :;ignificant proportion of the beans germinate in the pods and in effect rot.A (:culcrvative estimate is that 25% of the beans are lost in this manner.This c;ituntion translates into a tremendous economic loss to the 85 farmerswho produce lunns. 'This loss is not a "foregone opportunity", but a loss actuallysustained after the crop has been produced.

aliproximately 

To further quantify this problem, the
100 hectares of beans produced InLos Angeles yield about 150,000liounds in total. The value of the 37,500 lbs. that rot after harvest have a currentvalue of 26../jb, or a total value of $9, 750; a loss of approximately $115 per family. 
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'hc..Sub-Project Solution 

Thc technical solution for drying.the beans in the Los Angeles com
inunity is knowvr. 
 The small batch dryer design developed by the IRMI in
 
the J'hi)lipincs is suitable with minor modifications. Such a dryer with a
 
mnaximum capacity of two tons per day 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
 
need to organize themselves. The type of organization chosen by the
 
farmers would be their decision, but a cooperative would probably be the
 
most advannieous.
 

To implement this sub-project, it is envisioned that: (1) the farmers 
would orginizc themselves into a cooperative, with assistance from INFO-
C OP; (2) the farmers would build a simple rancho or shed as a central
 
p]ace of operations; \(3) 
 the Project would secure drying equipmentreqired; (4) the MAG would provide TA for drying bperations; 1(5) Directors 
idl :'lif ,f th,, CARs would stay alert to solve any unforeseen tech

nica! problcms and carry out the evaluation.
 

The Expect ed Result 

It Is expected that the 85 small farmers producing beans in the co'm
1%unity of Los Angeles will increase their cash sales for beans from an 
average of $3G0 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 
vcntu ran can be launched, e.g. better storage. 

The expcricnce 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. 
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INCREASING 7H E PRICE RECEIVED FOR CABBAGE
 
BY SMALL FARMERS IN THE COMMUNTITY OF ZARCERO
 

An Example of a Sub-Project 

The..9tjtiM~l 

The village of Zarcero is located in the mountains about two hours -by road 
The commnity is made up of 500 farm families 

northwest of San Jos6. 
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
dction is 40, 000 pounds per hectare and the average farm gate price re
ceived Is U.S. two cents per pound for a total cash Value of $800 per farm 
family. 

Tre Problem 

The problem for most of the 150 small farmers who wish to increase 
teir inconics from cabbage produc.tion in Zarcero is not related to produc
t;on 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 Joss is four cents and prices received 
,ly farmers is about 2/ per pound at thc farm. These price differences 
are probably justifiable given the present marketing arrangements and 
services extended by truckers and intermediaries. Among the major serv
iccs provided by intermediaries is bearing risk and uncertainty due to the 
lack of market price and volume information, high spoilage and waste 
(shrinhage) of cabbage as the product moves through marketing process 
and tiransportation. Nevertheless, from the produces' point of view there 
:ippears to be an opportunity to capture a greater proportion of the whole
:alc price by (1) modifying the present marketing arrangements, and/or 
(2) providing some of the marketing services themselves. 

Tle Sub-Project Solution 

First of all, there are certain technical innovations that would im-
I rovd he quality and economic value of the cabbage, e.g. field coolig, 
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trimming, grading. and crating. Currently, no attempt is made to re
movc thc "field heat" from cabbage, trimming and grading is infrequent, 
md tr. :wiport is almost always accomplished by loading the cabbage in 

bulk (without crates or bags) into stake-bodied trucks. IHence, these 
practic:s are responsible for a substantial proportion of the spoilage and 
xw.i:;tc in the marketing system, the cost of which is reflected in the wide 
spreiad between prices paid to farmers and prices paid by consumers. The 
initiation of these services at the producer level would add value to the 
cabbage since spoilage and transaction cost would be reduced.. 

Secondly, the concentration of cabbage production in Zarcero pro
vides a 
good opportnity for the farmers to organize themselves to over
come their chronic economic impotence as individuals, forced to accept
the prices offered by passing truckers. The formation of a cabbage pro
ducers cooperative or association would give the farmers a vehicle by

which valc-adding services could be initiated and the economic returns
 
for :.mch innovations could be captured with modified rmarketing arrange
mnents. In ,.hurt, 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 themselves into a cooperative

(2) the farmers would providb a "packing shed" and simple
 
t:,bles, wooden coAing troughs, 
 and areas for cleaning, grading, and pack
ing; (3) Pit. would design and secure! }'roject crates and other equip
ment needed to improve handling and transport to market; (4)it also would 
provide short-term technical assistance in both planning and operations of
packing shed activity,and provide specialized training to the cooperative
staff and members on proper handling, grading, and marketing of cabbage;
(5) the CAR would monitor the planned activities, paying special attention 
to 	the comnercial arrangements specified in the original plane to detect 
problemc and evaluate impact of the cooperative marketing arrangements. 

In(nts. 

!!...cted Results 

Ara result of the value adding activities accomplished by this sub
project, fitv Zarcero cabbage producers will receive U.S. $. 025 per pound,'
foY, .I):,1.,! in;tcad of only U.S. $. 02 per pound as is the currently prevail
ing pr, -. 'lii would increase the aver-igo farmns cash sales from $800 
each to $1, 000 each; a proportional increase of 25 percent. 
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The 'xpcrience gained in this sub-project, if successful, can be 
transferred to similar groups producing other perishable vegetables. 
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EXAMPLE 

Citrus Processing 

Problem: SmF1l farmers in the community of Londres and in other
regions of the country produce tons of oranges,
flowever, lemons and grapefruits.because of saturation of the freshfruit market demand during thepeak harvest and the resulting low prices, it does not pay to pick the fruit.Large amounts o fruit rot on the tree. 

Possible Solution: Milk processing plants distribute "orange juice"throughout most of tke Meseta Central. The product they sell is based onimported citrus concentrates. 

Processors could improve their raw material supply by providingtransportation from growers to a central processing plant, offer pricesthat would be sufficiently attractive to growers, and push for increasedconsumption of citrus juices, including grapefruit juice, lemonade and
mixed 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 

Seei Potatoes
 

Problem: 
 Potato farmers in Zarceroin the -Iratropoitanmarket because proddcers nearer to San Jose enjoy 

are competing at a disadvantage
lower transportation costs. 
 The potato market is very competitive, 
 so that Zarcero farmers find it difficult to sell for higher prices.


Solution: 

in thc'ioduction of seed potatoes which would be marketed I higher prices 

One solution for Zarcero producers would be to specializein prodvLction areas. Costa Rica presently imports a large proportion of its
needs for seed potatoes from Guatemala and from other countries. 

the sub-project support would be in supplying training to producers to carry 

Zarcero farmers already know how to grow potatoes so that much of
out the special harvesting and post-production treatment and handling that
seed potatoes require.
 
To obtain full advantage from this new orientation the producers should

organize into a processing, storage, and marketing cooperative or ass'ociat ion. 
Aipossible second solution would be for a producers' cooperative or 

afsosciation to set up a small installation to prepare and market potatoesready for frying. A very good market exists for this product in the manyrestaurants in the Metropolitan Area. 



HAG MARKETING UNIT TASKS 


I. Composition
 

Chief -
Market Economist 

Plant Pathologist/Entomologist 

Plant Physiologist/Agronomist 

Agricultural Engineer 

Statistician 

Secretaries (2) 


II. Time Allocation to Responsibilities (Estimate)
 

Planning 

Research 

Training 
Technical Assistance 

Market Information 

Administration 


III. Scope of Work (Examples Only) 

A. Planning
 

-determination of overall work plans
-identification of marketing problems
-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 levels
-conduct cost of production studies in non-traditional
 
crops/prc Jucts

-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 products

-develop package/container dchigns for various products-investigate economics of improved psckirg-conduct economic studies on flow of products from farm 
to consumer
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12 pm/yr 
12 pm/yr 
12 pm/yr 
12 pm/yr 
12 pm/yr 
24 pm/yr 

10 percent 
20 percent 
15 percent 
35 percent
10 percent
10 percent 
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-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.
 

C. 
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
 
-economics 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 mcarket associations
 
.specific prcduct handling technology

-theory and Fractice of environmental control
 
(e.g., refrigeration, etc.)


-marketing economics
 
-crop planning
 
-crop variety utilization
 
-harvest estimation techniques
 
-market outlet sources
 

D. Technical Assistance 
(to MAG Personnel and Farmers) 

-Ad hoc market problem solving

-Grain handlinq/drying/ storage

-Grades and standards 
-Container utilization
 
-Tz nuport moans/methods
 
-Collection centers

-Packing shod installation/operation methods

-tMarket economics
 
-fiefrigerated storage
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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 

E. Market Information
 

-Develop methodology for information collection
-Collect data on prices and availabilities of
major products daily
-Collate and compile data
 
-Analyze data 
-Prepare data in summary form
-Make data available to PIADIC
-Publish data in n,'wspapers
-Disseminate data 
:-er radio, T.V. stations
-Maintain records to show trends over time
-Make long-term reconnendations to farmersregarding crop planning
-Distribute information to MAG personnel 

F. Administrative Responsibilities
 

-Develop procedures of operation of Marketing Unit
-Develop procedures for operation of Marketing

Information sub-unit
-Establish routine reporting procedures
-Perform ad-hoc administrative responsibilities
-Establish record system of Market Unit
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The V'eder, onl felsibiIity study was done in the Cartago
4reol which p,-otoc -,c(,ahout (,0 nercent of the total milkjrotu,'d in Co!ti kica. Aboutpruticor5 (1st 8?5 of the present dairy(.,t .tr*A total) are estimated to qualify astarpt frmt-r, f(-,. this pro)t-ct.
 

1h. Pederf:o 1 .aia y;yi ;s more 
 or less applicable toth,, Cetit r, pl,,t ,ju ,irea from 7arcero to Turrialba.'112 ' I)dy Theby 0,'. l.ouis I. Herrmann indicated that thisare.. h1( the rf...rce,; to double it5 milk production. 

Out :id, thii'.Ik zone, the dairy operation frequentlySlu.,1PUlPl), ooperatio . Technically, these areas
te lit a,, ly offe DO,. rnomic oplorlunities for' expiinded dairy1I1',1ul io l if ") n,m, ke,ting faci].ities become available 
,C'(',l'd 
Jil'n to fie'''r lnn.
 

A !,h-cta ,, d1,i iy operation in
htjrli.,-t,,d by Pvd,,',:r)n assuming 
the Cartago area was 

1/ ,J":vy cows'. 
improved fertilizer pasture,('c'culating'all costs, including interest
on tI, in've,;tine;t 
 in cattle and impr'ovements, 
but assuming
ail ]lbor, by the, ;amily, the results are as follows: 

TnvcGtment
 

12 cow1; 
945,600

Buildinig 
and fences 
 22,080 
TOTAL 
 767,680
 

Variuble Co,;t of Production
 

reed, ,rtLilizer, Medicine 
 e10,222

Maintenoincee 


6 825
 
TOTAL 
 011,047
 

Interest of Investment at 8% 
 6,415
 

.ncome
 

Milk 951 ,057
Cd lver 
1 ,040 

TOTAL e52,097 

NiI C(s, rlow 

Per year 
934,636
Per hectare 


6,927
 

http:thii'.Ik
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16, CONVI:NTIOjAL fRUITS AND VjCrTABLrS 

"Report on the Jasibility of Small Low Income farmer 
rrvit 
and Vegetable Production, Processing and Marketing",
by Hiles W. Kratka, USAID/Costa Rica, July 1977. 

Economicand technical 
feasibilities were made for 
proiucing conventional fruits and vegetables by small
fairmrs in 6 regions of Costa Rica. The crops were eval
uald mainly from a product view point rather than from 
the point of view of the individual producer's feasibility.
 

Costs and returns wore presented for one product,

brc'o]i, data wo~re 
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 
labor 409.94 

TOTAL 11.478.83 
Production Income 
Net Income 

1,973.40 
495.57 

S. FORESTRY 

"Prospects for Three Production on Small 
Farms

Ieaq;ihility Study of Costa Rica" by 

- A 
Donald B. Zeaser,


Consulting Forester, USAID/Costa Rica, July 1977.
 

Five potential projects were evaluated and their
 
foi';ibility determined. 
 The project ranged from an

improved management system of interplanting with cocoa
 
tre,.n 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

con'idered a safe investment for small farmers were 
identi
lied and a program for investigation and extension work
 
outlined for these areas.
 

Net earnings per hectare were 
estimated at 01,735 to
03,945 depending upon location and use made of harvest.
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Ettimated Cost' and Returns on
Fence-Post-Telephome 
Pole Production in
 

Turridalba area
 

Net Cost Value of 
 Profit
Per Ha. Plantation 
Pep Year
ence losts (8 years) Per HJa.$1,112 Per Ha.
$2,735
Telephone Pole; (12 years) 
$203
 

$1,112 
 $4,793 
 $462
 
6. SPECIALTY CROPS
 

"Specialty Crop Market Report", by KALSWc, USAID/Costa
Rica, June 1971.
 
A total of thirty one 
specialty
tiat 
 ] and evaluted as to 

crop itoms were invesproduction in Costa Rice.. ther promise for small farmer,their probabesuccess The crops were rated in terms ofcrops were 
in the export trade and finally theCial 
success considering both their production and marketing
 

listed in order of the btst prospects for finanallrilutes. 
 The result was a narrowing down to 10 out of
th, original list of 31.
 
Prospects 
were considered exc.lent for paprika and
 

thim; crop was Posted out for Droduction feasibility.

Projected Cost and Returns from Paprika
 

for Quepos Area Per Hectare

Production costs 


$1,37 or 
 011,760
Income (11,000 lbs.X 35 
e) $3,850 
 or C32,879
Net profit per hectare 
 $2,473 
 or 21,11
Note: 9
The production costs were not broken down fully
 

bet Ween 
labor and materials.
available it is apparent that a sizable amount of labor is
 

However, from the information
iJnvolved. If family labor was 
the source, then the cash
 
f ow to the family would be substantially

profit figure shown above. 

la:rger than the
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'J. HKeadami i Nuts

"The rcasiiiiity of Macadamia Nut Production as a Small
 
';ri',ior Crop in Cot;ta Rica", by }!erster Barres, USAID/Costa 
Rica, August 1977. 

The present !statusof production processing and market
ing wj.-s nvaluatcd along with the comparative advantage of 
production in Co,;ta Rica relative to Hawaii. The .areas of
Co,.-Ii Rica suitable for Macadamia were identified. Follow
ing in a summary of the production economics analysis:
 

|!.;t imated Costs aaid Returns
 
with all labor by family
 
for I Hectare of Macadamia
 

Cash Flow Cash Flow 11th year

(,i-;I, S;tart. lp Co,.t Gth.year Fully Amortized
 

Ii . 4 year-s Income Cost Net income Cost Net
 

en,100 e11,080 C6,526 V,4,554 C21,781 92,454 e16,72 

8. Ornamental Plants
 

"The Technical and Economic Feasibility of Ornamental
 
Plant and Fern Pioduction at the Level of the Small Farmer",

by :rick Berlin and Herster Barres, USAID/Costa Rica, August
 

The cost and returns from small farmer production were
;,j,.,-ted along, with an outline of the technical requirements 
I(,rthe production of ornamental plants. The potential market
drcriind was evaluated. 

Estimated Annual Cost and Return
 

from I acre of Ornamental Plant Production
 

Cost Gross Income Net
 

$3,000 $6,000 $3,000 (M50,000 per Mz.)
 

A considerable number of publications are available at the
Mis,,n:ion, giving the history and current status of pejibaye in
Co:sta Rica. The uses, both current and potential are listed. 
Althliugh the fruit is very nutritious for both humans and live
stock, the crop until recently has remained primitive. Yet it
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hi. 
thr.e t10n',- the nutritive value for livestock per hectare
comnl,red with corn. 
 The top quality fruits are salable for

luiiin consumpt ion in Co.;ta Rica poorer
while the quality can
 
e',dr'ied dnd ground for feed.
 

Cost of ,(".tablish ng a plantation is e3,000 per hecta-e,

u; inp family llor. 
About 7 years are required to get 
into
full product.or. Once established, the production costs are

prii ,ipally lcihn. for controlling plant and brush growth andha)'v".i;ting. U;iJng, the going wage rates, they would have mounted,I,]0r-nx.lmat,!ly 16 percent of the value of the harvest in 1975.
Ag.ii, this could be family labor, since the skills required

ar', not great.
 

If the pr'esing and the livestock feed market can beCIP(l,,,pecd, th,, crop obviously has favorable economic feasibility. 

,;eller'.; ,t".1irmated the average gross income per manzanalo, pjibaye in 1976 was 
about VI;,182 per minzana. Using the
ai,,v(, cost dala, 
the corresponding cost of establishment per

m,n;z~,na would be 02,098. 
 If a good market for livestock feed
w.t,, developed, the less desirable fruits would then take onan 
economic value and the gross returns increased.
 

9. Cacao
 

"Possil'ilijies in the Production of Cacao", Ing. Garret
 
lirition, Acader:n(,i de Centro America, February 1970.
 

With the 
'recentincrease in the international price of
(',(W.JO, interest 
in this crop is being reviewed. Trade estimates
 euvr'ntly plar. it as 
one of the more profitable crops in

th,:;(' ircas whic.re it is climatically suited.
 

This study outlines a method of rehabiliting existing
C;,i,o plantin;., giving costs and expected returns. 
 Data are
in 1"70 pric(!:. About 60 percent of the first year's costs
i!; in labor--wlich on a small 
farm could be supplied by the
 
lamiiy at no ci:7h 
cost. 
 The value of the harvest at the end
of the first year was two times that of the cash cost 
_nclud.iiig intrest 
on cash costs. The second year it was 
over three
tim,!; 

The 

the cash costs, and the third year almost four times.
operation was profitable all three years 
even when a charge

wa; imputed to labor. 

http:product.or
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rFCOTS 
 Value of
Yot',, E-IFi1-r-T7 Cirarh 2/ TothT 
Net Cash Net ]ncolteHarvest Return 
 Peturn
 

11'118 VIG03V11 V1 OssI e1,80O V1,197 e 149
 
Io,02 600 1,629 2,55) 
 I,950 

620 1,74i5 3,000 
 2,380 
 1,255 

i/ Value of 
labor calculated at prevailing wages.
 
V/ Inc'udct interest on purchase items at 10% per annum. 

1N. Maraffi n 
"Programa Centroamericano de CultivoC"',Ir del Maraf6n",carno de lntegraci6n BancoEcon6mica, November 1972.
 
Thi:: 
 :tudy : n*;i'i~ethe

i-,i6i nvI world production and demandth,! chii'ricterist. cs; forof the market.c, litiojio: for' Cntrlyil The physca1lAmerica production are evaluated.
 
1:-;t im,,ted Cost 
 of Establish.ing I Hectare of Marafi6n 
I:quiplrz('nL 35 to 
 50 Central American Dollars
 

Mai rrjia s 35 to 45 ,, 
Labor 1'15 to 195 " 

Total 
 215 to 290 it 
By the fifth year the producer will have a net revenue of
20 .;CA over the amortized cost. b;"the 13thwi II year, the hectarebe fully amortized, with a return of 100.92 $CA. Thesearc net return over the imputed value of the labor.
 




