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PROJECT AUTHORIZATION

Name of Country: Cos*ta Rica

Name nf Project: Northern Zone Infrastructure
Development

Number of Project: 515-0191

Loan Number:
515-T-041

1. ‘Pursuant to Section 103 of the Foreign Assistance Act of 1961,
as amended, I hereby authorize the Northern Zone Infrastructure
Development project for Costa Rica involving planned obligations
of not to exceed Fourteen Million Two Hundred Thousand United
States Dollars ($14,200,000) in loan funds ("Loan") and Five
Hundred Thousand United States Dollars ($500,000) in grant funds
"Grant") over a one-year period from date of authorization,
subject to the availability of funds in accordance with the AID
OYB/allotment process, to help in financing foreign exchange and
local currency costs for the project. The planned life of the
project is three years and ten months from the date of initial
obligation.

2. The project ("Project") will provide a basis for the efficient
and eguitable socio-economic development of the Northern Zone by
increased access to markets/services, agricultural assets (e.g.,
land) and by expanding community level infrastructure and the

knowledge base required to plan and initiate productive investments.

3. The Project Agreement, which may be negotiated and executed by
the officer to whom such authority is delegated in accordance with
AID regulations and Delegations of Authority, shall be subject to
the following essential terms and covenants and major conditions,
together with such other terms and conditions as AID may deem
appropriate.

a. Interest Rate and Terms of Repayment

The Government of Costa Rica ("GOCR") shall repay the Loan to
AID in U.S. Dollars within twenty (20) years from the date of
first disbursement of the Loan, including a grace period of not to
exceed ten (10) years. The GOCR shall pay to AID in U.S. Dollars
interest from the date of first disbursement of the Loan at the

\\
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rate of (i) two percent (2%) per annum during the first ten (10)
vears, ané (ii) three percent (3%1) per annun thereafter, on the
outstanding disburscd balance of the Loan znd on any due and
unpaid interest cccrued thercon.

b. Source and Origin of Commodities, Nationality of Services
(Loan)

Commodities financed by AID under the Loan shall have their
source and origin in countries which are members of the Central
American Common Market or in countries included in AID Geographic
Code 941, except as AID may otherwise agree in writing. Except
for ocean shipping, the suppliers of commodities or services shall
have countries which are members of the Central American Common
Market or countries included in AID Geographic Code 941 as their
plase cf nationality, except as AID may otherwice agree in
writing. Ocean shipping financed by AID under the Loan shall ke
financed only on flag vessels of countries which are members of
the Central American Common Market or countries included in AID
Geographic Code 941, except as AID may otherwise agrec in writing,

c. Source and Origin of Commodities, Nationality of Services
(Grant)

Commodities financed by AID under the Grant shall have cheir
source and origin in countries which are members of the Central
Amer ican Common Market »r in the United States, except as AID may
otherwise agree in writing. Except for ocean shipping, the
suppliers of commodities or services shall have countries which
are members of the Central American Common Market or the United
States as their place of nationality, except as AID may otherwise
agree in writing. Ocean shipping financed by AID under the Grant
shall be financed only on flag vessels of the United States,
except as AID may otherwise agree in writing.

d. Conditions Precedent to Disbursement

(i) Prior to any disbursement, or the issuance of any
coimmitment documents under the Project Agreement for the Loan, the
GOCR shall, except as AID may otherwise agree in writing, furnish
to AID, in form and substance satisfactory to AID:

(A) evidence that a Project Coordinator, who will be
stationed in Upala, has been designated; and

(B) evidence that a Project Engineer for the Road
Improvement component of the Project has been designated by the

appropriate GOCR agency.
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(ii) FPrior to any dishursement, or the iusuance of any
commitment documents under the Project Agrecment for the Loan, for
the special accounts provided for under tne Community Development
and the Project Coordination/Area Development Studiec components
of the Project,- respectively, the GOCR shall, except as AID may
otherwise agree in writing, cause DINADECO and MIDEPLAN,
respectively, to furnish to AID, in form and substance satisfactory
to AID, evidence that such cpecial account has been opened.

e. Covenants

The GOCR shall covenant that, unless AID.otherwise agrees in
writing, it will:

(i) cause MIDEPLAN to complete the tabulation of all data
collected in the Rural Poverty Study survey undertaken in the
Northern Zone in 1982; and

(ii) take such actions as are neccessary to estublish and
consolidete a Cano Negro Wildlife Refuge along the lines of the
Presidential Decree being proposed by the Division of Wildlife of
the Ministry of Agriculture.

( el I'L
Acting Assistant Administrator

Bureau for Latin America
and the Caribbean

JuL fa 1 (3'{

Date

Clearances:

,GC/LAC:RBMeighan 7/1/.. pate ~. %
_/ LAC/CEN:MSchwar tw tkv? Date /2. /: 7

LAC/DR:DJohnson\ 7vi Date .7/ ..
J?,J yd .
{

GC/LAC:GMWinterlig 632-9248 7/15/83
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B. Summary Rationale and Project Description

Overcoming Costa Rica's macroeconomic crisis will require a
series of difficult policy and fiscal actions to stabilize the economy
and restore investor confidence. 1f Costa Rica is to achieve economic
recovery and regain the path of equfitable growth a fundamental restruc-
turing of the ecconomy by increasing and diversifying exports will be
necessary. The agricultural sector must play an important role in the
long-term recovery effort by Increasing the productlon of traditional/
non-traditional agricultural exports and basic foodstuffs. The develop-
ment of underutilized lands with agricultural potential will be an im-
portant factor in the recovery effort, Arcas now devoted to traditional
export crops cannot readily be shisted toward the production of either
domestic foodstuffs or non-traditional crops without affecting foreign
exchange earnings.

Costa Rica's Northern Zone has been designated as a prioritcy
region for development not only because it has extensive areas of under-
utilized lands with agricultural potential but for geopolitical rcasons
as well, The GOCR {s concerned about the feelings of {solation and
frustration expreassed by the population and {ts proximity to and the
constant destabilizing Influence from Nicaragua.

The Mission and the GOCR have f{dentified an area of the
Northern Zone consisting of the cantons of Upala, Guatuso and La Cruz's
Santa Ceclilia district with the development potential to substantially
contribute to the national cconomy and the long-term recovery effort,
While the area has agricultural potential, {t (s characterized by low
agricultural production and ylelds, extremely low standards-of-living,
and lack of access to markets and services because of the absence.of
all-weather roads.

The selection of the Project components [e a result of care-
ful analysis of the agronomic potentfal of the Northern Zone, the major
conatraints which currently hinder {ts short and medium term develop-
ment, the capacity of and most appropriante role for the public sector to
address  these constrafnts, and planned or existing efforts by other
donors which the GOCR can uti{lize to develop the arca. The results of
the analysis were further refined by teating the potential components
against the criteria of undertaking development of the arca on a phased
basiu: 1.e. what were the eassentfal actions required now; which could
and should waft until a later date,

The principal A{mmediate problems which have emerged from
this analysls and should be addressed are: 1) the lack of all weather
roads which hirder acceun to marketn and services and preclude Increases
in agricultural production refnforcing the low {ncomes and standards-of -
living; 2) the lack of modeut local comnunity infrastructure which ex-
acerbates social/health conditionn and fosters feelings among the arca's
faolated rural populace that they are neglected by the povernment; 3)
the need for more information, c.g. feasibility studiesn, on which to
bage further productive activities by the private and public sectors;
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and 4) the need to Increase the population in a manner which would
permit greater utilization of land in {intensive cropping. The Pro ject
18 designed to address these problems and {s consistent with Mission and
GOCR strategies to achieve stabilization and economic recovery.

The goal of the proposed Project {s the ecconomic stabiliza-
tion and recovery of Costa Rica through the more efficient use of {ts
resources, including underutilized areas with agricultural potential.

The Project's purpose Is to provide a basis for the effi-
cient and equitable socio-cconomic development of the area by increased
access to markets/services, apricultural asscts (e.g. land) and by
expanding community level Infrastructure and the knowledge base required
to plan and fnftfate productive Investments.

The Project consfsty of the following components: 1) Road
Improvements designed to create an  Internal network of all- weather
gravel roads which will overcome the access problems within the Project
area; 2) Community Development Fund which will provide grants to village
level development associations for community Inttiated projects, prima-
rily of a social Infrastructure nature; 3) Project Coordination and Area

Development Studies which will assfst the GOCR {n monitoring and coordi-
nating Project activities as well as financing feasibility and area
planning studies to gufde and direct further {nvestments in the Project
arca. A grant-financed Project Advisor will assist in these activities;
and 4) Land Purchase and Titling activities which will be financed en-
tirely by the GUCR. Large blocks of laad with agronomic potential will
be acquired for the purposce of future colonfzatfon. Titling activities
will provide tenure secv ity to small and medium sized farmers,

111, PROJECT RATIONALE AND DETAILED DESCRIPTION

A. Backpround

1. The Macrocconomic Crisis

The economfc crisis which Costa Rica {s experiencing has
been monitored and thoroughly documented by the Missfon during the past
two ycnre;l_/. To date, the cconomy continuet to deterforate and will

l/ Analyses and documentation of the cvolution, dimenafons, and {mpact
of the crisis have been presented (and are avaflable {n LAC filea) In: a
macrocconomic up ate prepared by Clark Joel for the November 1982 PAAD;
Clarence Zuvekas Jr., Conta Rica: A Review of MacroEconomic Conditiona,

with Projections to 1985, valvmberIZ, 1981 Academia de Centroamérica,
Costa Rica: Una Economla cn Crints, December 19815 Clark Joel's macro-
cconomic asscguments  of thrunry 1962 (for the CHSS) and October 19,

1982; Academla de Centroamerica, Costa Rica: Problemas Econpmfcos para

la Década de los BO's, December 19805 [BRD, Conita Rica: Current Economic

Posit fon and Pronpectsn,November 1980; 1BRD, SBQLQ‘RlCd. 3115h~ ln(vntlvvu
and Export Divernffication,November 19803 Uanvrulty ol Conta Rica, Evo-
lucion de la Industria en Costa Rica durante el atp 1981 Yy Porupovtivnu
para_ 19 ‘)H} December 1981, Conta Rlc‘u_: (('untry I)vvul()pmvnt Strategy State-

ment n, ', FY 1983 and FY 1986, undohoutu ﬁ]cu Private Sector Study, 1982,
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products (coffee, bananas,meat, sugar, and cacao) accounted for 65.2% of
the value added in agriculture compared to 63.2% in 1962. Any declines
in traditional export commodity prices have naturally had a severe
impact on export earnings and on the economy in general, Thus, in 1981
while coffee, meat, banana and sugar export volumes increased by 34%,
28%, 3% and 1% respectively, total export earnings increased by just 3%.

The relative stagnation of agriculture and its inability
to keep up with population growth 1is reflected by the sector's
contribution to GDP, It grew at an average annual rate of 5.6% during
1962-73. But only by 1.4% during 1973-81 as the more easily accessible
agricultural “frontier” diminished, the effects of soil and forest
resource degradation began to be felt, and further I{increases in
~roduction began to require the use of additional {inputs resulting in
aigher production costs. Similarly, while 1{in 1962 Costa Rica was
gself-sufficient in corn, Imported 6% of {its beans, and only 2.7Z of 1its
fluld milk requirements; by 1980 1t was {mporting 43Z of its corn, 45%
of its beans and 15% of its milk 1/,

The “stagnaticn” which characterizes the sector will
require concerted medium and long-term efforts particularly to {increase
yields per unit of land. Among the proposed solutions to the problem
are: support for more effective crop apecific research and extension
activities by the Ministry of Agriculture and Livestock (MAG) under the
Interamerican Development Bank's (IDB) pending Increased Agricultural
Productivity Loan, utilizing private sector producers' associations as
extension agents, and allowing market prices to provide the incentive to
farmers to adopt improved technologies to Increase yleldc,

3. Developmc . of Areas with Agriculture Potential

For agriculture to play fits all fmportant role in the
recovery effort, underutilized and underdeveloped land with agricultural
potential will have to be brought {into production. Much of the re-
maining agricultural “"frontier™ han the agronomic conditions which are
apt for producing non-traditional oexport crops, For example, the
Atlantic Basin, a falrly recent agricultural trontfer, {s making headway
{n the production of many of the non-traditlfonal export crops ~uch as:
pe jibaye for hearts of palm, ornamental plants; root crops such as
tiquisque, malanga, yuca and glnger; coconut; plantains, macadamia and

1/ Interamerican Development Bank, Increased égflcultural
Productivity Loan Paper, November 1982,
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pineapple 1/, while most of these crops as yet are not significant
foreign exchange earners (currently they account for approximately 5% of
export earnings), a start has been made in divers fying agricultural
exports. In addition, some of these lands also have the potential to
produce more basic foodcrops for domestic production, particularly corn,
beans and rice.

The development of underutilized land with the agricul-~
tural potential to produce traditional and non-traditional agricultural
products will require long-term effert. The phased development of these
areas should be started now in order that they can equitably participate
and contrlbute to lcag~term recovery. One of the areas which has re-
celved increasing attention for developmental as well as geopolitical
reasons 1s the Northern Zone of Costa Rica.

4, Ratilonale for Geographlc Focus

GOCR and AID Interest In the Northern Zone 18 not new.
In preparing the FY 82-86 CDSS, the Mission examined Costa Rica's rural
cantons utfillzing a compostite index procedure to ldentify cantons with a
high agricultural development potential and low levels of basic needs
satisfactions, 2/ A proup of cantons In the Atlantic Zone and Iin the
Northern Zone (Upala, Guatuso, Los Chiles and La Cruz) were identified
as being 1n the top third of all the rural cantons in development poten-
tial and the bottom third of rural cantons 1in satisfaction of basic
necds. The Mission noted that these areas should, subject to further
analyses, receive priority In future development assistance efforts be-
cause fewer trade-offs between growth and equity would appear to exist,
The Mission's current Agrarian Settlement and Productivity Loan,
targeted on the Atlantic Zone, resulted in part from this preliminary
CDSS analysis,

1/ Executive Secretarlat for Agricultural Planning (SEPSA),Agricultural

Sector Assessment, May 1982, These as well as other agricultural
products are ment{oned as having viable export potential by the
World Bank, IDB as well as agronomists; e.g. Unlversity of Florida,
Technical Report on the Prospects for AID Economic Assistance to
ITCO Asentamicentos In the Northern Provinces of Guanacaste and
Alajucla, February, 1982; Russcll Desrosiers La Posibilidad de Reha-
bilitar y Diversificar la Industria del Cacao en Costa Rica, June,
1981,

2/ Agency for Internatfonal Development, Costa Rica: Country Develop-
ment Strategy Statement FY 82-86, January 1980. These indices were
developed utflizing avallable socio-economic data on health ard edu-
catfon In the case of the basic needs index and value of product per
hectare, in-migration and land use for the agricultural development
potential index.
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For geopolitical reasons, the GOCR 1is also emphasizing
the Northern Zone as a development priority. Because of continuing dif-
ficulties and border incidents with Nicaragua, the GOCR considers the
integration of the "border" cantons into the Costa Rican economy as
being of the highest priority.

In sum, the selection of the lroject area has a develop-
mental as well as geopolitical rationale.

5. Description of the Project Area

The GOCR and the Mission have carried out a number of
detailed studies on agronomic, environmental and soclo-economic aspects
of the Northern Zone (See Annex 14). The area with the more immediate
and greater development potential consists of the cantons of Upala,
Guatuso and La Cruz's Santa Cecilia district -— covering approximately
265,000 hectares and with a population of almost 35,000 people (See Map

1). 1/

The area 1s characterized by a relatively dispersed popu-
lation (averaging 13 persons/kmz) with the majority of the inhabitants
living in small communities of less than 500 people. During the early
1970's the area's 10% migration rate was second only to the 18% rate
experienced by the Atlantic Basin cantons. According to local leaders
in-migration ccntinued through the 70's. E/ The reader 1s referred to
Annex 7, Social Soundness Analysis for a detailed description of the
area's soclo—economic conditions.

1/ The cantons normally referred to as the "Northern Zone" from west to
east are: La Cruz, Upala, Guatuso, Los Chiles, San Carlos, Sarapi-
qui, and Pococi. The southern portions of San Carlos, Sarapiqui and
Pococi are relatively well integrated into the Costa Rican economy.
While the northern portions of these cantons and Los Chiles lack
adequate roads, rural Infrastructure and have a small dispersed
population, they also suffer from ecological and agronomic problems
such as poor drainage and soils which severely limit the agricul-
tural potential of that area.

Most of La Cruz canton, because of its shallow sofls and a pronoun-
ced dry season, has an agricultural economy based on extensive live-
stock operations. Except for a few {solated pockets of more inten-
sive crop agriculture, the land cannot support a larger agricultural
population,

2/ While current data in In-migration is not available, an ACDI team
which Jnterviewed area farmers and community leaders found some
falrly rcecent migrants particularly from the Meseta Central.
Agricultural Cooperative Development International (ACDI), Assess-
ment of Coopecrative Organizations In the Proposed Northern Zone
Development Area and Strategles for their Incorporation into the
Project, November, 1982,
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The Project area has extremely low standards-of-living in
comparison to the rest of the country. Infant mortality rates 1in Upala
(40 deaths/1000 live births) and Guatuso (54/1000) are significantly
ahove the national average (19/1000) and above the average for all rural
cantons (27/1000). These cantons also consistently ranked in the bottom
ten of the nation's 52 rural cantons 1in MIDEPLAN's indices measuring
levels of health, education, and housing. Guatuso and Upala ranked last
and third from last respectively as the worst rural cantons in an over-
all index measuring satisfaction of basic neceds which MIDEPLAN used as a
proxy for per capita income l/. Another recent survey of small farmers
carried out by MIDEPLAN confirms the continuing soclo—economic¢ problems
of the project area (See Annex 7, Social Soundness Analysis).

The major problem and constraint Iin the area which tends
to reinforce the low income levels and standards of living and hinders
further development, is the lack of adequate all-weather roads. Over 50%
of the farmers recently surveyed by MIDEPLAN indicated that the repair
and construction of roads was the principal activity that the GOCR
should carry out in the area (See Annex 7, Social Soundness Analysis).
With the exception of a stretch of all-weather road from Calas on the
Inter-American Highway to Up1la, another from La Cruz to Santa Ceclilia,
and a third (recently constructed section) from El Tanque to San Rafael
de Guatuso, existing Internal roads in the area are impassable except
for a brief period during the dry season (See Map in Annex 10). A study
prepared by Bel Ingenieria S.A. revealed that the 359 kms of roads 1in
Upala resulted in a road density indicator (hectares/kms. of road) of
446 has/km compared to the national average of 308 has/km. 2/ More-
over, 297 kilometers (83%) of the existing roads in Upala are dirt and
gravel which Bel classified as in "bhad” condition, 1i.e. unusable in the
ralny season. MIDEPLAN calculated a composite index based on the length
and condition of existing roads, population and other road variables to
determine which rural cantons required upgrading or construction of
roads. Guatuso and Upala again ranked as some of the worst rural
cantons - placing second and third to last in the ranking.

The lack of adequate internal access has also had an
impact on the land use pattcrns and level of agricultural production in
the Project area. The 1973 Agricultural Census contains the last ac-
curate data on land use. However, the Environmental Assessment team
(Annex 9) conducted aerial reconnaissance and fleld visits in the area
and found that significant changes in land use patterns had occured
since 1973, particularly In the amount of land in forest and pasture. Of
the approximately 265,000 hectares, roughly 75% (199,000 hectares) has
been deforested and two-thirds of this deforested area (131,000 hec-
tares) has been converted into pasture. It 1is estimated that perhaps
15,000 hectares are currently in annual and perennial crop production.

1/ MIDEPLAN, Study of Rural Poverty in Costa Rica
_g/ Bel Ingenierfa S.A., Programa de Mantenimiento, Rehabillitacion y
Me joramiento de Caminos Vecinales - Informe Final, Octubre, 1982,
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Thus perhaps 120,000 hectares are in a combination of forest, swamps,
and unutilized land.

Annual and perennial crops such as rice, cacao, beans,
corn and yuca account for 68% of the area's total value of production
with livestock accounting for the remaining 32% -- the total value of
agricultural preduction in 1983 was estimated at $12.5 million (See
Annex 8, Economic Analysis and Section VII. C.). According to local
leaders and farmers interviewed during field visits by the Environmental
Assessment and Economie Analysis teams, there is a trend towards exten-
sive beef cattle operations In the area. Cattle farmers from other
parts of the country are buying up and consolidating parcels in the
Project area. Given the lack of all-weather roads, livestock operations
are preferred because the risk of not belng able to market the product
due to transport problems s v'rtuaily eliminated. As farmers In the
area say, "Cattle can walt and cattle can walk”, Yields for exlsting
crops and livestock operations are {n most cases, lower than average
national yields with the exception of mechanized rice and of cacao.
While the low yields are due in part to a lack of agronomlic knowledge,
the more significant factor Is the 1ack of adequate roads. This In-
creases the risk, particularly of crop production farmers, and results
in their limiting the area in production and the use of Inputs l/.

The Environmental Assessment team confirmed the findings
of other studies and analyses of area solls maps -- the Project area has
significant agricultural potential. Approximately 130,000 hectares (50%
of the land area) is sultable for Intensive annual and perennial crop
production, Indeed, approximately 10%Z of Costa Rica's land which is
suitable for annuval crop production can be found in the Project area
(See Section VII. D. and Annex 9, Environmental Assessment). The trend
toward increasing land concentratlon and extensive beef cattle opera-
tions Is dlsconcerting. The Project area can support a larger population
dedicated to more intensive agciculture and maike a substantive contribu-
tion to domestic foodstuflf productfon (See Annex 8, Fconomlce Analysis).

According to 1973 census data, the project area was
characterized by relatively equitable land distrtbution -- for ecxample
in Upala canton, farms under 100 hectares {n size (87%Z of the farms) ac-
counted for 43% of the total area In farmland. In a canton adjacent to
the Project area (La Cruz), 72 percent of the farms were less than 100
hectares in size but they accounted for only 9% of the canton's total
farmland. As discussed above, the current tendency {8 towards greater
land concentration. Desplte these land usc trends, the Socfal Soundness

177 The "niversity of Florida's Technfcal Report on the Prospects for
AID FEconomic Assistance to ITCO Asentamlentos {n the Northern
Provinces of Guanacaste and Alajuela, February 1982, concludes that:
"The causes of slow development of these lands are related more to
infrastructure and soclo-economc factors than to soll properties”,
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Analysis (Annex 7) finds that a critical squatting problem does not
exist in the Project area although it {8 iIncreasingly visible in the

ad jacent cantons of Los Chiles and La Cruz.

Many farmers do appear to lack tenure security. While
the 1973 Agricultural Census showed that approximately 20 percent of the
arca farmers did not have title to their land, more recent informal
surveys by MIDEPLAN and the MAG {ndicated that close to 50 percent of
the farmers Interviewed di{d not have title to their land. In summary,
planned interventions in the Project area should focus not only on im-
proving internal access but in supporting the maintenance of a relative-
ly equitable aud productive land distribution base.

B. The Project's Relationship to the GOCR Development Plan the
CDSS, and Other AID Activities.

Section III.A. outlined how this project tits into the GOCR's
stabilization and long-term recovery effort. The Project also fits
within the Mission's assistance strategy during this difficult period.
As discussed In the Mission's 1983 CDSS, FY 1984 ABS and the November
1982 PAAD, the Mission strategy places the highest priority on urgent
measures that support the country's ecconomic stabilization and recovery
program in a manner Intended to preserve the basic tenets of a demo-
cratic socicty and a free market economy.

While the bulk of current and planned USG assistance is ESF
and P,L.480 Title I, the Missfon recognizes that it must support care-
fully targeted activities carried out by the public sector which deal
with medium and long-term development problems, are supportive of the
productive sectors, and will assist the country's other efforts to
achieve economlc recovery. The Mission's existing D.A., Loans in the
Apricultural Sector (Agrarian Settlement and Productivity, the Natural
Resources Conservation and Commodity Systems Loans) emphasize the
institutfonal development of some of the key agencies operating in the
sector, {.e. MAG and IDA. The presently proposed Project focuses more
on factors needed to bring about fIncreased production. The improved
institutional capacity resulting from cxisting loans will enable the
concerned Instftutions to better play thelr part in the complementary
cctions required to develop the Project area.

C. The Project's Relationship to Other Donor Activities

Several donors -- the IDB, the United Nation's (UN) Interna-
tional Fund for Agricultural Development (IFAD), and the World Food
Program -- have planned or existling projecits In the Northern Zone. The
IDB has the most significant number of on-polng or planned activities
encompatsIng  roads, rural electrificatfon, municipal facilities and
services, and apricultural research/extensfon, All of these IDB activi-
ties are belnp undertaken via loans which have a natfon-wide coverage.
The IDB 1s financing the paving of roads in the Northera Zone, but not
In the droject arca, under the Minfstry of Public Works and Transport's
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(MOPT) Second and Third Stage Betterment Programs (See Annex 10). 1In
addition, its Municipal and District Development Loan with the Institute
for Municipal Development and Assistance (IFAM) will finance the
construction of penetration roads and farm-to-market road upgrading.
The Mission has discussed these road activities with MIDEPLAN, the IDB,
the MOPT and IFAM to coordinate the road improvement activitie proposed
under this Project. As discussed in Section III E. 1. and Annex 10, the
road improvements component of this Project complements the IDB efforts,
The roads selected by the IDB provide points of entry into the Project
area but do not address the area's internal access problem.

The IDB's $26.5 million Rural Electrification Loan to the
Costa Rican Electricity Institute (ICE) Includes financing of trancais-
sion lines to and distrlibution networks around the towns of Upala, San
Rafael de Guatuso and Santa Cc:ilia, It s expected that these activi-
ties will be completed by the end of 1985.

The 1IDB's $26 million Increased Agricultural Productivity
Loan, currently awaiting ratification in the Legislative Assembly will
upgrade the research and extenslon activities of the MAG throughout the
country. The Project area will be a focal point for these activities
through the creation of a new Reglonal Agrlicultural Center located In
Upala, the establishment of additional extension agencles, and crop
specific research and extension programs. This Project wlll complement
the IDB effort by {improving access to markets and extension services
which should result in increased receptivity by farmers to the tech-
nologles developed and disseminated under the IDB Project.

The COCR is now working on a project proposal to IFAD for a
$10 million loan to finance agricultural credit for small farmers,
development of IDA settlements, marketing, and small agroindustrial
modules. The detalled project document has yet to be developed. It is
expected by the f(OCR that Implementation of this proposed loan will
begin 1un nid-1984. Because the AID project concentrates on initial
{nfrastructure activities and the counterpart resources are to be used
fn part for land pu.chases and titling, this Project complements the
proposed 1FAD project. The MIDEPLAN offlce which 18 working on this
Project is also coordinating the preparation of the IFAD project to
ensure that this complementarity Is malntained. IFAD statf plan to visit
Costa Rica after the submission of the project proposal by the GOCR.

Finally, the Unfted Natifons' World Food [Program (WFP) 18
currently discussing a proposed two-year project titled Education and
Basic Sanitary Infrastructure for Community bevelopment {n Rural Arcas
targeted at all of the Northern Zone cantons. The WFP would provide

food to famllices participating In self-help communtty projects (e.g.
latrines, potable water facilitfies); health/nutrition and literacy
training programs; and small agricultural production and processing
projects (e.p. small ruminants, solar dryers, ete.). While the Ministry
of Health would be the fnstitution with the most sipnfticant {mple-

ment ing and coordinating responsibilities under the WFP Project, other
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institutions such as the Ministry of Public Education, the Costa Rican
Institute for Aqueducts and Sewage, CARE, the Peace Corps, Municipali-
ties and local community groups would also have implementing roles. The
WFP will only finance the costs of the food and ocean shipping ($2.2
million) with the remaindcr of the project costs ($3.7 million), borne
by the GOCR instltutions or municipalities. Supplies and materials for
the local projects would have to be provided or financed by the latter
institutions. The Mission has discussed this Project with the UNDP
representative and MIDEPLAN. The Project's Communlty Development Fund
component, described in Section 111.E.2., could complement some of the
WFP community-level social {nfrastructure projects {in the area by
covering the costs of materials and equipment with the WFP providing
food to the community volunteers, It was agreed that MIDEPLAN and
DINADECO would coordinate with the proposed WFP project during 1its
preparatica and {mplementation -- the project is expected to start In
late 1983,

D. Goal and Project Purpose

The reader is referred to the Logical Framework in Annex 2
which contains a thorough but concise statement of the project's design.

1. Goal

The goal of the proposed Project is the economic stabili-
zation and recovery of Costa Rica through the more efficient use of its
resources Including underutilized areas with agricultural potential,
The achievement of this goal requires that therc be increased production
of tradltional crops and livestock an well as non-traditional crops.
This 1in turn requires that underutilized areas overcome constraints
which may limit Increases In productfon,

2. Purpose

The Project's purpose s to provide a basis for the ef-
ficient and cquitable soclio-cconomic development of the area by 1in-
creased access to markets/services, agricultural asscts (e.g. land) and
by expanding community level {nfrastructure and the knowledge base
required to plan and inftiate productive {nvestments. The Project's
purpose will be achieved by carrying out crucfal and carefully selected
road {mprovements and community level {infrastructure activities which
will provide the access te production arcas as well as markets and
gorvices; and feasibility studies and pilot project activities which
will provide the informatio~ basis for futurc {nvestments. In addition,
counterpart funds will be used to finance land purchases and titling ac-
tivities addressing land teaure and distributfon {ssucs which will en-
sure equitable partictpatfon by small farmers {n the area's development.,

At the end of the Project some of the major {nitial con-
straints to further development will have been resolved., The end-of-
project conditions anticipated are:
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a. Some 40,000 people in the Project area will have all-
weather access to markets and services as a result of the 152 kms of
improved roads.

b. Approximately 65 community infrastructure development
projects will have been completed benefiting approximately 20,000 people.

c. A body of analytic and feasibility studies and pilot
projects will have been completed. Some of these studies should result
in agroindustry and other agriculturally related investments.

d. An area of approximately 15,000 has, with agricul-
tural potential will be ~-ilable for colonization, which will be under-
way for 700-800 families.

e. Titling activities will be completed for approximate-
ly 1,000 farm units,

E. Detafled Project Description

The Project consists of four components: Road Improvements,
Community Development Fund, Project Coordination/Area Development
Studies, and Land Purchase/Titling. This last component {s totally
financed with GOCR counterpart.

1. Road Improvements

There {s general agreement among the GOCR, Mission, 1lercal
leaders, area {nhabitants and the varfous consultants who have analyzed
the Project arca that the lack of adequate all-weather roads 18 the
major constraint to the development of the arca. Without reliable ac-
cess to production areas, markets, and economic and social services, the
areca will remain economically backward. Farmers will not expand the
arca In crop production or uti{lize {mproved technology. Underutilization
of land with intensive agricultural potential will contfinue. incomes
and standards-of-living will remain low. Few, {f any, significant ad-
ditional investments by the public or private scctor will make sense.

This component will finance a major road Improvement
program In the Project arca to address this constrafnt. A total of 152
kms of existing dirt roads will be uppraded to all-weather gravel
status, Scction VII A, summarizes the design standards and technical
spec{ficatfons which are further detailed {n Annex 6, Technical Report-
Road Improvements,

The 152 kms of roads which will be fmproved consfst of:
I

a, A trunk farm-to-market road from Santa Cecflia In the
west to San Rafael de Guatuso on the cast, covering a distance of 120,4
kmas. with eleven permanent one-lane bridges. This trunk road will
provide the primary Internal access in the Project area and will also
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connect with existing all-weather roads leading out of the area at Santa
Cecilia, Upala and San Rafael de Guatuso (See Maps in Annex 10 and Annex

6).

b. Three spur road segments, totaling 31.4 kms, at the
following points with a total of four permanent bridges:

Brasilia - Dos Rgos (15.5 kms)
Cuatro Bocas - San Isidro (9.0 kms)
Canalete - Colonia Puntarenas (6.9 kms)

The selection of the roads to be upgraded was based on sever-
al factors. The first was a detailed analysis of the other existing and
proposed road improvement activities in the Northern Zone (See Annex
10). The analysis showed that the Project's proposed roads complement
several of these other road improvement activities. For example, the
trunk road connects with two IDB financed road segments which will be
paved. The second factor was an analysis of ara soils maps, land use
capability maps, and the proposed road segments by the Environmental As-
sessment team. The team concluded that the road segments detailed above
provide access to areas with excellent agricultural potential (See Sec-
tion VII D.). The final factor considered was that the improved roads
should connect the major population centers and have a zon~ of influence
that would incorporate most of the area's population. As indicated in
the Section VII B. and Annex 7, Social Soundness Analysis, 95Z of the
population is located within 10 kilometers of either side of the trunk
or radlal roads.

The timely implementation of this component [s crucial to the
short and medium term development of the Project area and will influence
to some degree the {implementation of the other components. Therefore
the Mission carefully cons!dered the scheduling of road design and
construction activities uand the responsibilities of the implementing
agency -- the MOPT. Currently the MOPT has significant supervisory
responsibilities under existing road construction projects and a backlog
of road maintenance work. In order to ensure the expeditious initiation
and completion of the road improvements the following implementation
arrangements have been agreed on:

a. The selection of an ecngineering firm to undertake
detailed design and construction drawings and construction supervision
will be made on a pre-qualification basis, with the notice published
immediately after signing of the Project Agrecment. Host country
contracting will be uscd.

b. Actual road Improvement work {s proposed for host
country contracting on a competitive basis. The road work IFB will
permit a single contractor to bld for all of the road and bridge work or
for either of the two separate sections as Indicated in Annex 6.
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c. The MOPT would assipn a Project Engineer for this
Project to monitor the road contractor(s) and supervisory contractor,
(The supervisory contractor wouli be responsible for the day-to-day
monitoring, testing and approval of the road work). The Mission has
proposed the naming of a Project Engineer as a Condition Precedent to

Initial Disbursement,

d. The contract for detaliled design work and supervision
will provide for the contractor to prepare draft construction IFBs and
to assist in evaluating the resulting bids. It is intended to establish
a working group with representation from MOPT and AID, to work with the
contractor on the preparation of the IFB.

Section V, Implementation Plan contains a more detalled
description of responsibilities and timing of events. It 18 expected
that road upgrading work could begin in January, 1985 and be completed
by December, 1986,

The total cost of this component is $13,445,000, The AID
loan funds totaling $13,400,000 would be used to finance the road con-
struction and design/supervision contracts.

This sum 1is based on the cost estimates of bridge con-
struction, and physical movement of earth and gravel as Indicated in
Annex 6, Technical Report -- Road Improvements, with an upward
adjustment of an additional 10% due to start up being almost a full year
later thar contemplated in the Consultant's report.

The GOCR would finance the counterpart supervision cost
estimated at $45,000.

The FAR system would not be used because of technical
considerations and Inflation concerns. Because of the heavy and pro-
longed rainfall patterns found in the Project area, contractors cannot
be expected to completely finish work on discrete segments of road
before moving on to other sgegments. 1lnstead, major cuts and fills are
often worked on when weather permits, with compaction, gravelling, etc.
catching up many months later.

2. Community Development Fund

As described In Section T1I11. A, 5. and Annex 7, Social
Soundness Analysis, the project area {s characterized by a low level of
satisfaction of basic needs, e.g. housing, potable water, community
centers, rural health services, sanitation facilities, etc. To some
extent, these needs can be met by the {inhablitants of the hamlets and
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communities themselves, provided the population 1is organized and that
suitable financial assistance is made available. Also, given the geo-
political considerations underlying the project as a whole, 1t uveems de-
gsirable to stimulate participatory activities at the grass roots level,
where the assistance of government can be directly and immediately
perceived in a non-paternalistic fashion, thus fostering a spirit of
cohesiveness in Costa Rican communities.

This component will finance the establishment of a Com-
munity Development Fund to grant-finance viable community projects.
Operating much like the Mission's highly successful Special Development
Fund (SDF), it would flInance the purchase of materinls and e¢quipment
while the community would contribute the land and labor for the pro ject.
Many of the small, dispersed communities lack basftc community 1infra-
structure. Small multipurpose community centers that serve as a school,
health post, and meeting hall; small wells for potable water, and small
bridges are good examples of the projects that would be financed. In
addition to belng an efficient and iInexpensive way to establish some
basic social services, the Community Development Fund will help solidify
some weak community organizations scattered throughout the area. The
existence and promotion of the fund would {inevitably cause additional
communities to organize and elect community leaders, demonstrating the
benefits of democratic organizations In the area.

The nature of the Community Development Fund component is
such that {t is not possible to identify at this time all the activities
that will be financed. However, the Missfon has undertaken an analysis
of demand, using varfous devices for this end , e.g., participating in
town hall and community development association meetings, discussing
with World Food Program officfals the results of thelr {inquiries on
health related infrastructure nceds in the project area, and consulting
the surver and Interview data gathered by MIDEPLAN in 1its 1982 Rural
Poverty Study (described in Annex No. 7). All of these findings were
discussed with DINADECO officials In terms of community capacity to
provide thelr contributions to projects. DINADECO also 1informed the
Mission as to project requests It has on hand that {t has been unable to
respond to because of lack of resources.

The above described analysis clearly demonstrates that
the demand for the types of projects contemplated exceeds the $500,000
proposed for the Community Development Fund.

Fortunately there s a sultable institution operating in
the reglon which lends {tself to {implementing this component. The
Direccion Nacional de Desarrollo de la Comunidad (DINADECO), established
fn 1967 and operating under the Ministry of Government, has a network of
trained fileld staff who assist (and sometimes organize) community pgroups
to identify community needs, legally Incorporate themselves, and carry
out sgpecific development projects. As required, DINADECO fleld staff
perform a catalyst/go-between role between the community and specialized
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institutlons to obtain technical assistance, and help the community get
the job done. During the 1970's DINADECO and the Banco Popular operated
a program similar to the USAID's SDF program under which local community
groups could receive funds for small social infrastructure projects.

Currently, four DINADECO promoters are working {n the
project area. They are backstopped from a reglonal offfce In Ciudad
Quesada (adjacent to the Project area). These promoters are currently
working with and through 731 legally organized Community Development
Assoclations, some of which cover several adjacent community groups.
They have either completed or have In execution 25 Infrastructure pro-
Jects and 16 agricultural production projects. The principal constraint
on expansion of this program i{s lack of resources to complement communi-
ty self-help efforts. Mobflity of the promoters Is also a problem.
This component of the project 18 deslgned to remove those constralnts.

The AID Loan will finance the establishment of a $500,000
fund to provide grants to communities for viable community development
projects. An additional $50,000 will be used to purchase motorcycles,
other equipment for the promoters and to pay some of their operating
costs (Sce Annex 12 for detalled cost estimates and discussion of in-
puts).

DINADECO will utilize the following criteria for select-
ing specific projects:

a. The maxtmum value of the grant component of any one
project will be $7,500 cquivalent.

b. The grant component will not exceed 70% of the total
cost of the project.

c. Al! projects will bhe developed by lepally organized
Community Development Associatifons with the participation and/or full
knowledge of a minimum of 50 houscholders,

d. No slngle community group will be benefitted by
grants in cxcess of $10,000, {n the event that there i{s more than one
project in a glven community,

c. All land and manual labor, and to the extent pon-
sible, lucal materfals will be provided by the community,

f. All projects will be of a woctal (nfrantructure
nature.

The MIDEPLAN P'rofect Coordinator will approve the grants
made under this component, assuring that nelection cerfiterta have boeon
met, coordinating with the appropriate M{nlstrfesn to annure that the
project docs not duplicate extuting/planned activitfen of o nimilar





http:pArsoat.on

- 22 -

The Loan Agreement will establish a legal basis for
MIDEPLAN to issue an {nternal regulution under which: (a) terms and
conditions of employment of the Upala office staff will be established;
(b) the functions, organizational and administrative arrangements, etc.
for the operation of the office will also be established. The principal
functions of the office, to be embodied in the MILAPLAN regulation, are

as follows:

a. To monitor the implementation of all components of
this Project, 1including approval of all grants from the Community De-

velopment Fund.

b. To initlate and monitor studles and pilot projects
financed from the Pre-Investment Furd speclal account described below.

¢c. To represent MIDEPLAN in the planning and evaluating
of GOCR and other donor act{vities, on-going and future, located in the
Project area and to ensure proper coordination between this project and

other efforts.

d. To provide Executive Secretariat services to a Sub-
Regional Consultative Committce, described in Section Vil. E.1.

The Pre-Investment Fund Is a functioning entity, with its
own statutc and regulations. It 1is admintstered by MIDEPLAN (See Annex
17 for a description of the Fund). Under the umbrella of this fund, and
thus taking advantage of {ts freedom from certaln onerous aspects of
Costa Rican public sector procurement repulations, a special account for
work in the Project areca will be established in the amount of US$500,000
of which 50% will be provided from the loan component of this project
and 5U%Z will be in GOCR counterpart, derlving from I'.L.480 Title 1 local
currency generations. Individual studtes and pilot projects financed
from the fund and exceeding $50,000 will be nubject to Miwssion approval,

The analyses conducted  thus  lar have uncovered a large
number of potential areas for future fnvestment, in both the private and
publfc sectors, some of which will undoubtedly come fnto being on thelr
own in response tu the Infrastructure {uvestment now poing Into the
reglion under AID, IDB and other donor auspicen, Other investments may
require new public sector fInancing or fncentive financing to stimalate
private cnterprise [nvestment, The purpone of the analytteal/feantbl ity
studies under the Pre-Investment Fund s to generate addit fonal informa-
tion on which to hase future development actlvities by the private and
public wsectors, and thus prepare the way for the next round of post
{nfrastructurce investment, (See Annex 11)
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Some of the topics which have been identified as possibi-~
lities for feasibility and other studies or pllot projects are as
follows: grain drying 1installations, land preparation and harvesting
machinery services, dalry processing plant, marketing arrangements for
currently produced and new crops, small hydropower installations on the
eastern slopes of the Guanacaste mountains, establishment of a nursery
for improved cacao and other plants, and varlety trials for crops with
export potential (e.g. plneapple). Proposals for studies may originate
with private individuals or flrms. However, the results will be in the
public domain and non-pruprietary.

The Environmental Assessment (Annex 9) determined that it
would be desirable to carry out blological and ecological inventories of
the flora and fauna of the Project Area and also evaluate the hydrologic
potentials of the forests and forest lands on the north slope of the
Guanacaste cordillera. The Project Agreement will provide for the
execution of these studies under the auspices of the Area Development
Studies component of the Project.

The total cost of this component 18 estimated at U.S.
$1,210,000, of which the counterpart contribution will be US$460,000
equivalent. The remaining $750,000 from AID will be divided as follows:
US$500,000 grant and $250 700 loan (See Annex 11 for expenditure de-

tails).

4, Land Purchase and Titling

As the Social Soundness Analysis, Section VII, B. and
Annex 7, Indicate, there {s at present no appreciable squatter pressure
on the land in the Project area from people living In the area. Also,
as the Environmental Assessment polnts out, land with excellent poten-
tial for intensive cropping i{s Incr~asingly being used extensively for
beef cattle operatlions. The GOCR sgees this as an opportunity to: (a)
relieve some of the pressures for land that have been developing on the
Central Plateau and In the Atlantic Zone; (b) to convert some under-
utilized pasture land into Intensively cropped production; and (c) to
increase the population density In the area, drawing from more densely
populated areas of the country.

As a result of the pattern which settlement of the Pro-
Ject area has followed to date, It is believed that there is a large,
but unquantiftcd, number of small/medium farmers who do not have title
to their land and, consequently, have problems {in providing credit
guarantees acceptable to the banking system. Also, the commercial value
of the land 1is depressed when there 18 no formal title, making these
farm units more attractlive to larpge cattle operators seeking to consoli-
date small holdings and convert them to pasture, than would otherwise be
the case,
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This component of the Project 1s designed to resolve the
titilng -voblem and to take the initial steps necessary to satisfy the
GOClt ob_:ctives. Both activities will be handled by one implementing
agency, the Agrarian Development Institute (IDA), and will be financed
exclusively from FY 1983 P,L.480 Title I local currency generations. No
dollar funding 1s contemplated. Also, 1n order to permit the land pur-
chasing to get underway without waiting for ratification of the Loan
Agreement by the Costa Rican legislature, the funds will be made avail-
able to IDA under a discrete P.L,480 Title I Activity Agreement. These
GOCR funds will be counterpart to the Project Agreement., The implement-
ation of the work by IDA will be monitored and coordinated by the Pro-
ject Coordination Office in Upala to the same degree as other components
of the Project. (See Annex 16 for a description of IDA's land purchase

and titling procedures).

The equivalent of $3,750,000 will be made available for
land purchase. It 1s estimated that thils will be sufficient to acquire
approximately 15,000 hectares. Crlterla for purchase will include the
following:

a. Land is to be purchased in large blocks;

b. 1t 1s to be located within the Project area and to
have soill and other properties suitable for annual crops use;

c. preference 1is to be given to land presently in un-
improved pasture or brush;

d. procedures for determining value, testing soil
conditions, and other factors that have been developed In connection
with the 1implementation of AID's Agrarian Productivity and Settlement
Loan will be applied;

e. MIDEPLAN and AID approval wlll be requlred before any
purchase 1s formalized.

It 1{s hoped that the land to be purchased can be
identified, prices agreed upon, and formalization of the transfers
underway by the beginning of CY 1984. 1t {is anticipated that seven to
elight hundred families will eventually be provided with land. This
would result in a 15% Increase 1in population in the Project area. The
actual settlement of colonists and financing of their establishment
costs ls not provided four under this Pro ject.

No financial provision Is being made at the present time
for the costs of settling the colonists and getting them underway as
producers, The GOCR s hopeful that such costs can be {ncluded in the
proposed IFAD project for the Northern Zone now under discussfon, If
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this does not work out, it is probable that local currency generations
from future year P.L.480 Title 1 sales can be programmed for this
purpose, Standard IDA procedures In selection of beneficiaries and
administration of settlements will be followed.

The equivalent of $500,000 will be made available to IDA
for titling work. Farms cligible for this service will be limited in
size to properties under 100 hectares. Lands adjudicated by IDA to
colonists and others will be excluded, since title is subject to pur-
chase arrangements. The funds should permit undertaking the necessary
agrimeasurement, legal and registry work to provide full title to ap-
proximately 1,000 small/medium farmers.

Again, the procedures that have been developed under AID
Loan 034 will be applied here. This program had been plagued with
implementation problems -— primarfly disputes between IDA and contrac-
tors carrying out the surveying work. Tt (s believed that these have
now been solved and that the Northern Zone Project can benefit from this

experience.

IV. COST ESTIMATES AND FINANCIAL PLAN

The cost estimates for the Road Improvement Component reflect the
road selection and design study by Bel Ingenier§a S.A. found in Annex 6,
but increased by 10% due to a significantly later start up date that
contemplated by the Consultants. It will be noted that allowances for
contingencies and inflation have been made only for this component. The
reasoning is that the remaining components can easily adjust the level
of the activities undertaken to the amount of funds available. Given
the nature of these activities (community level projects, studies, land
purchase) it 1s in any case impossible to establish In advance an exact
correlation between amount of sgpecific activities to be undertaken and
funding required.

The amount indicated for the Community Development Fund was based on
discussions with DINADFCO regarding the types and costs of community
projects they have funded recently. The amount shown for the Area
Development Studies was determined on a somewhat arbitrary t-esis, as
being "reasonable”.

As concerns the lost Country contribution, it will be noted (Table
1) that all the funds except $135,000 will be financed from local
currency generations under P,L.480 Title 1 sales. It is intended to
utilize generations deriving from the FY 1983 Sales Agrecments.,

The counterpart relating to the Road Improvement, Community
Development and Project Coordination/Area Development Studies and Land
Purchase/Titling components will be included fn the Loan Agrecment. The
funds for the Land Purchase/Titling component will be handled as a
separate agrcement under the P.L.480 Program and will be obligated and
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made avallable to the Implementing Agency as soon as possible, without
walting for Costa Rican Legislative Assembly approval of the Loan Agree-
ment. The reason for this action, in addition to administrative simpli-
city, is to enable the land purchasing to get underway without delay
before publicity on road construction forces prices upwards more than
will inevitably be the case.

The P.L.480 Title I generations to be used for the Project Co-
ordination/Area Development Studies component of the Project will be
handled as a transfer to MIDEPLAN after the Loan Agreement 1is ratified
by the Legislative Assembly.

The Project Agreement will provide that each of the two Imple-
menting Agencies administering loan funds for local currency costs
(DINADECO and MIDEPLAN) must open a special account for the management
of these funds. AID will make suitable advance payments into each ac-
count, and will replenish same on a reimbursable basis against vouchers,
paid invoices and other suitable documentation. All loan funds for local
currency costs incurred under these components will be processed through
these special accounts.
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TABLE 1

SUMMARY COST ESTIMATES AND FINNANCIAL PLAN

(thousands of U.S.dollars)

A. I, D. HOST COUNTRY
17
PROJECT COMPONENTS FX LC FX LC TOTAL
1. Road Improvements
a) Engineering Design
and Supervision 450 850 - 45 1,345
b) Construction Contracts 3,800 5,700 - - 9,500
¢) Contingency & Inflatfon - - - - 2,600
Sub-Total 4,250 6,550 - 45 13,445
2., Community Development
a) Community Project Fund - 500 - 214 2/ 714
b) Equipment Purchases 8 3 - - 11
¢) Salaries and Operating
Costs - 39 - 90 129
Sub-Total 8 542 - 304 854
3. Project Coordination and
Area Development Studies
a) Studies and Pllot
Pro jects 50 200 - 250 500
b) Equipment Purchases 25 - - 10 35
c) Salarles and Operating
Costs 375 15 - 200 590
d) Contingencles 50 35 - - 85
Sub-Total 500 250 - 460 2/ 1,210
4, Land Purchase and
Titling - - - 4,250 2/ 4,250
TOTALS 4,758 7,342 - 5,059 19,759
ljv Exchange rate used for calculating host country contributions: ¢40 =

2/ Financed with P.L.480 Title 1 local currency generations.

us$1.00
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TABLE 2

SUMMARY AID COST ESTIMATES BY LOAN AND GRANT CATEGORIES
(Thousands of U.S. Dollars)

PROJECT COMPONENT LOAN GRANT TOTAL
1. Road Improvement 13,400 - 13,400
2. Community Development 550 - 550
3. Project Coordination and Area
Development Studies 250 _500 750
TOTALS 14,200 500 14,700
TABLE 3

A.I.D. OBLIGATIONS BY FISCAL YEAR
(thousands of U.S. dollars

LOAN GRANT TOTAL

FY 1983 14,200 500 14,700
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TABLE 4

PROJECT OUTPUTS/INPUTS

(In U.S. Thousands of Dollars or equivalent)

AID APPROPRIATED HOST COUNTRY T O T A L

1. 152 Km of Road 13,400 45
2. 65 Community Development

Projects Completed 550 304
3. Body of Studies Completed 750 460
4, 1,000 Small Farmers Provi ‘ed

Title to Land - 500
5. 15,000 Hectares of Land

Purchased for Colonization - 3,750

TOTALS 14,700 5,059

TABLE 5
EXPENDITURE BY FISCAL YEAR
(Thousands of U.S.Dollars)
A' IQ D'

FISCAL YEAR LOAN GRANT TOTAL HOST COUNTRY

1983 - - - -

1984 500 100 600 4,220

1985 5,000 162 5,162 434

1986 6,700 163 6,863 355

1987 2,000 75 2,075 50

TOTALS 14,200 500 14,700 5,059

13,445

854

1,210

500
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V. IMPLEMENTATION PLAN

A. GOCR Responsibilities and Administrative Arrangements

Four GOCR 1institutions will have Project implementation
responsibilicies: MIDEPLAN, MOPT, DINADECO and IDA. Section VII.E,
contains a more detailed description of these institutions and their
capability to handle those responsibilities.

1. MIDEPLAN

MIDEPLAN will have overall coordinating, monitoring and
evaluation responsibilities for the Project. As indicated in Section
III.E.3., a Project Coordination Office, located 1in the Project area,
will be established to carry out these functions at the field level.
The Director of the Office will be administratively and organizationally
attached to the Regional Planning and Coordinating Division. On substan-
tive matters he will report directly to the Minister. The Office will
prepare regular quarterly reports for MIDEPLAN and AID detailing imple-
mentation progress and problems for each component of the Project and
covering other relevant matters, e.g. meetings of the sub-regional
Consultative Committee, and other donor activitles.

In order to comply with these reporting requirements,
the Office will have to establish suitable monitoring, coordination and
{nformational system arrangements with cach of the executing agencles,
e.g. through monthly mectings. As {indicated earlier, MIDEPLAN would
handle its responsibilities regarding the analytical studies/pilot acti-
vities through the mechanisms established for the Pre-Investment Fund
(See Annex 17), with the addition of an initiating and/or participatory
role reserved fcr the Project Coordination Office.

2. MOPT

The MOPT will be responsible for supervising the imple-
mentation of the road Iimprovement activities. As 1indicated earlier
(Section IIT.E.1.) actual road work and [ts supervision would be con-
tracted by the MOPT, The MOPT and the Mission will consequently be
fnvolved In the preparatfon  and approval of the IFBs and
pre-qualification of bidders. All payments to contractors will be made
by the Mission on the basis of MOPT-approved vouchers and involices.

The MOPT will assign a full time enginecr to the Pro-
ject, who would:

a. scrve as one of the MOPT representatives on the IFB
preparation working group. (Sce also Sectfon VIIL.E., Administrative

Analysis;

b. monftor the contractor supervising the road work and
spot check road construction activitics;
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c. have authority to approve vouchers submitted by the
contractors for payment by the Mission;

Payments made to contractors will be on a units of work
accomplished basis, rather than the FAR system. The FAR system is not
considered suitable for technical and inflationary reasons.

3. DINADECO

DINADECO will be responsible for managing the Community
Development Fund. In keeping with the “bottom up” approach of this
component ,the DINADECO field promoters will be responsible for assisting
the communities in preparing financing requests fcr projects meeting the
selection criteria described in Section III.E.2. Once the project 1s
approved, the field promoter will be responsible for assisting the com-
munity in its execution, e¢.g. obtaining funds and/or materials financed
from the Fund, obtaining technical assistance from other agencies 1if
necessary, monitoring progress on the project, and assuring that the
community retains vouchers for expenses incurred and financed from the
Fund.

The DINADECO Regional Supervisor in Ciudad Quesada will
have overall responsibility for the field activities under this compo-
nent including:

a. supervising the field promoters;

b. reviewing community project descriptions and finan-
cing requests, and forwarding them to the MIDEPLAN Project Coordination
Office for final approval;

c. helping the field promoters in obcaining technical
assistance from other government agencies for a specific project;

d. participating {n MIDEPLAN Project review meetings as
DINADECO representative;

DINADECO will open a Special Account in a bank to handle
loan-financed disbursements under this component. DINADECO's Adminis-
trative Department will maintain the financial records for this account.
Advances will be made to community development assocjatlons with ap-
proved projects to inttiate work. Additional funds will be provided
upon presentation of receipts approved by the Regional Supervisor. A
small petty cash fund will also be made available to the Regional Super-
visor to cover operating expenses.

B. Dlsbursement Procedures

No deviation from standard AID disbursement procedures is
anticipated. Materlals and equipment procured in the U.S. or other Code
941 countrles will be pald using AID's standard disbursement procedures.
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Disbursement for local currency costs will likewise be made in a manner
acceptable to AID, These procedures will be transmitted to the Imple-
menting Agencies via Implementation Letter(s).

C. Procurement Procedures

The selection of consultants and contractors, procurement of
equipment and material, shipping and insuring will be done in accordance
with standard AID procedures which will be detailed in the Project
Agreement. It 1is anticipated that loan-financed equipment, materials
and services will be procured directly by the implementing institution,
or in the case of local community development associations, by them.

D. Schedule of Major Events

Disbursement of funds 1s scheduled over a four fiscal year
period. The Project Assistance Completion Date (PACD) will be three
years and ten months from the date of signing (planned for late July
1983). Ratification by the Legislative Assembly is not expected to
occur until September 30, 1983, A detailed Schedule of Major Events is
included as Annex 13.

VI, MONITORING PLAN

A. AID Project Monitoring Arrangements

Monitoring will be exercised by a Project Manager assigned
from the USAID's Rural Development Division (RDD). He will have primary
responsibility for monitoring the Project. The Mission will use Pro ject
Grant funds to finance a PSC Project Advisor to assist the MIDEPLAN
Project Coordination Office and the RDD Project Manager in implementing
the Project. The Project Manager will work closely with the MIDEPLAN
Project Coordination Office, and the GOCR implementing institutions to
insure that the provisions of the AID Project Agreement and Implementa-
tion Letters are met.

The Project Manager will also call upon other Mission offices
as needed. This will include:

a. The Project Development Office (PDO), which will monitor
Project implementation to assure that the terms and conditions of the
Project Agrcement are met. The Mission Englineer assigned to the FPDO
will have significant responsibilities in assisting the RDD Project Man-
ager in monitoring the road improvement activities. This will include:
monitoring the preparation of the detailed engincering and design plans,
participation in the Jjoint AID/GOCR IFB preparation and selection
working group as well as site visits.

b. The Misslon Controller, who will review disbursement and
reimbursement requests for conformity with AID regulations and will en-
sure that adequate financlal controls are exercised:
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c. The Program Office, which will assist 1in carrying out
internal AID-GOCR project reviews and evaluations,

d. The P.L.480 Title I Specialist in the RDD will provide
information on compliance and disbursements for the Land Purchase/
Titling component as required.

B. Assessment of AID Monitoring Capabilities

It is expected that with the planned expansion of Mission
staff, there will be no difficulty in carrying out Project Monitoring
responsibilities. However, the Mission will require TDY services from
the LAC/DR Engineer in the preparation of the IFB's and approval of
awards for the road construction and construction supervision contracts.

VII. SUMMARIES OF ANALYSES

A. Technical Analysis - Road Improvements

The Mission contracted Bel Ingenieria S.A., an established,
local englineering consulting firm to prepare a report on the proposed
road improvements. Portions of the Report are attached as Annex 6. The
Contractor was asked to: 1) make recommendations on the selection of
roads to be improved; 2) provide geometric standards and specifications;
3) estimate physical quantities of earth, gravel and other materials
movement; 4) indlcate the number of and provide preliminary designs for
the required bridges; 5) analyze the poss!bility of labor-intensive road
construction methods ; 6) prepare costs estimates for the road improve-
ments; 7) analyze the maintenance costs and capabilities of the MOPT;
and 8) present an implementation schedule for the road Iimprovement
activities from the preparatlion of detailed design/engineering plans to
the completion of road work.

The Contractor assembled a team composed of an experienced
highway and bridge engineer; a soils and materials technician; and a
gsurveyor which carried out field work during April 1983, The team
covered the entire route of the proposed road improvements collecting
information on: the amount of clearing required; earth movements; water
course and drainage; available materials; and also took soil samples.
This information was evaluated by additional professionals in San José
and used in the preparation of structural bridge design and initial in-
formation for bridge foundation studies; road design criteria; quantity
and unit cost eetimates; and a construction implementation schedule.

The principal criteria used in preparing the designs and cost
estimates were the following:

- The proposed roads improvements will follow the existing
rights-of-way with only minor changes in grade and alignment.
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- Because the type of terrain traversed varies from flat to
rolling, two conditions were considered for grading and estimating
earthwork: (a) on rolling terrain the balancing condition considered was
cuts uphill and fills over culverts and (b) on flat terrain, lateral
borrows to raise the grade line.

- Soils samplus were tested by classification and group
index methods to obtair their bearing capacity and in order to estimate
gravel thickness.

- Gravel pits were tested to determine quantity and quality
of material. Hauling distancet were calculated from the three sources
identified: Rio Pizote, Quebrada Chepa, and Rlo Frio.

- The locaticn of br.dges and major culverts were deter-
mined taking into account .acan water level, high water level marks, bank
erosion, and other field information.

-  The design standard criteria used were:

VARTABLE ROLLING FLAT
Design speed (Km/h) 50 60
Horizontal radius (m) 70 120
Maximum gradient (%) 6 3
Width of surfacing (m) 6 6
Width of one shoulder (m) 0.5 0.5
Total width of roadway (m) 7 7
Width of bridges (m) 4,30 » 4,30 »
Design-1live loading, bridges H15-512 H15 -S§12
Right-of-way width (m) 14 20
Cross slopes (%) 5 5

(*) Width of bridgesn can be reduced to 3.85 m {f atandard atecel bridges
are uned,

The Report contains the following recommendationn:
- Due to profected {nftfal low volumen of traffic but with

the probabfility ot wulgniffcant future Inereawen  becaune ol the high
agricultural potential, Hel recommendn  the une of  low-volume road
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technology for the planning, design, construction, and maintenance of
the proposed roads. Furthermore, this {s a unique opportunity to con-
solidate the use of stage construction., Use of stage construction as
described by the Transportation Research Board, Natlonal Academy of
Sciences, Synthesis 2, (s appropriate due to the expected low speed and
traffic volumes and the minor changes {n grade and alignment proposed
for these existing dirt roads. Final designs tor road sections will be
a stralght line plan over a photo mosafc. Acrfal photography {s now
beting taken of the routes which will be used In the preparation of thege
mosalcs,

- The use of labor-fntensive construction methods {8 not
recommended. The exfsting labor force s fully utilized in agricultural
activities. Therefore, maximum use of equipment and machinery {s appro-
priate.

- The construction I{mplementation snchedule calls for con-
struction to begin in April 1984 with 24 wmonths of construction time
until completton. Taking advantage of part of the 1984 dry wseason will
permit the contractor(s) to carry out major earth movement, mobilfzation
of equipment, and Inftiate construction of bridge nubatructure (mainly
footings), and extraction and piling of gravel, 4o that they can con=
tinue other work such as minor carth movement, grading and some bridge
work durlng the rafny neason., Any delay tn the April 1984 starting date
would result In coustruction activities not beginning until January
1985. (Note: the latter date {n the one now being used for planning
purponv§77‘~

- Bel recommendn that the constructfon work be bid {n {ta
entirety {ncluding bridge conutructton. Due to the locatfon of gravel
pitsn and wupervinory problems, the construction work can reasonably  he
broken down into at mout two major sectionn (See Map fn Annex 6).

The Report al o containn annual road matntenance conts which
were used {n the Economtc Analynis' benetit-cont caleulations, As re-
quesited In the PID Approval cable, the Mtuston has conaldered the wain-
tenance requirements tor roadsn fn the Froject area.  The {eproved roads
will be constdered as part of the natfonal road syutem and be safntained
by the MOPT.,  The Minfutry of Public Worke and Tranuportation (MOPT) fa
foplement tng an adefafutrative rtoad malotenance asynten financed by the
World Bauk, with the techntienl asntutance of a lodnt venture ol Bel -
Jorpensen Connulting Fugineern,  The Miosfon ts alno assfeting the MOPT
thouph P.L.ABO Title 1 local currency generatfons {n repaleing fts road
mafntenance cquipment,  The Mtanton expects that, an a result of thede
mifntenance dmprovesent  activitien, the MOPI's  capscity to saintain
thewe and other toads will be conntderably Incteaned by the tieme thia
Project o completed and road maintenance $n requlted,
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B. Social Soundness Analysis

The Social Soundness Analysis examined existing information
on the Project area contained in recent surveys, reports and analyses
undertaken for this Project Paper. The toples evaluated are as follows:

a. tihe spacial/population characteristics of the area, and
concludes that while still sparsely populated, settlement is occuring at
a rapid rate; also that the overwhelming bulk of the population 1s con-
centrated in small villages and hamlets;

b, the citizenship patterns and relations between project
area inhabitants and Nicaracuans, and concludes that while there are
undoubtedly close relationships, there is a strong identiffcation with
Costa Rican nationality;

c. the occupational characterfstics of the population
(heavily agricultural) and the land use patterns from distributive,
agronomic potential, ard actual use_ viewpoints, The conclusfons are
that land which was unu .d 10 years ago {s now largely in pasture, that
the area has nhigh apgricultural potentfal, and that {mproved roads and
other {nfrastructure {mprovements and Imputs might very well inftiate a
movement towards more Intensfve land use;

d. th: land tenure situation, fncluding the efforts of the
Agrarlan Deve 10pmenL Inatfrute (IDA). It appears that to date IDA has
been keeping pace with the pressures generated by {1legal squatting, buc
that new pressures can be anticipated and, therefore, 1t would be
prudent fer 1DA to acquire suftable tracts of land now on a "safety

valve"” basis,

¢. the level and type of banlc nervie va, where {t {s found
that on a comparative b il with the rest ot the country, the project
arca 1s the least priviledped, 1t wan also tound, that for some

services (1.e. primary educatfon, health and nutritfon) there s a rudl-
mentary network of scervices dn place; the maln area of deflefency In
basic services ts roads. 1t was alwo concluded that many of the other
deficiencies lend themselves to remedial action at the village level
Congequent ly, the type of community development effort envisaged fin this
project can have a sipnfticant fmpact;

t. tarmfng practicen trom  the vfewpoint —of  openncs  to
change 1n (ullur.\l prm(lun., and concluden that there le a reasonable
chance that fntrastructure fmprovementn will tind s productive sector
reaay to take advanta o ol the fmprovement ug

go tamily Afncowme, where the Hnding s that poverty s

present In the project arca, but not grinding minery; and the prevalence
of poverty (n not an widenpread an {n generally supponed,
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Based on the above examination of the situation in the
project area, as it relates to the components of the proposed project,
the analysis firds that:

a. the road construction activity will benefit an estimated
95% of the total population in the Project area;

b. the Community Development Fund component will affect
approximately half of the villages and hamlets in the Project area;

c. the land purchase component will introduce into the area
via colonization approximately 800 families - equivalent to 15% of the
present population, thus providing them with the means to improve their
future status;

d. the titling work for existing small/medium farmers
(under 100 hectares) in the area, will improve access to credit and the
commercial value of the farms for 1,000 families.

The analysis finds that beneficiaries have participated,
through surveys and town hall meetings, in the identification of area
problems and development constraints. They will continue to participate
actively through their community representatives in the execution of
several of the Project components.

Socio-cultural feasibility and overall {mpact of Project
Components were also considered. 1In this regard, the Analysis found
that the proposed project:

a. responds to GOCR priorities for new development initia-
tives in the Northern Zone;

b. within the Northern Zone, responds to the Jinvestment
priorities emphasized by the inhabitants of the region; and

c¢. because of Its baslc infrastructure nature, will impact
broadly on all aspects of life i{n the region.

No soclo-cultural types of problems are anticipated during
implementation, unless therc is a massive inflow of refugees from Nica-
ragua, an eventuality that cannot and should not be plannned for in ad-
vance.,

C. Economic Analysis

1. ﬁg&hodolosx

The economic analysis compares quantifiable costs and
benefits attributable to Project activities., Costs and benefits are
defined in termn of natfonnl {ncome objectives and are compared at net
present value, at discount raten of 10% and 15% and through calculation
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of the IRR. The approach is very conservative. Benefits which are non-
quantifiable, highly speculative, or reliant upon other complementary
changes in the zone are excluded. This approach assumes that 4 decision
on whether or not the Project can justifiably be funded will take into
account, in a qualitative way, these other benefits.

2. Benefits and Costs

The benefits measured for this analysis are limited to
those resulting from the road improvement activity only. This is not
intended to deny the importance of the other activities. They are con-
sidered complementary to road improvement, and will generate additional
benefits from those measured here. The benefits are of a different
nature than those of road improvement, however, and are difficult to
predict and quantify. For the sake of a conservative analysis, all
direct applicable Project costs are included (along with road mainte-
nance costs).

Economic benefits of the road improvement can be ex-
pected from two sources: 1) savings in transportation costs during the
dry season on agricultural products currently being marketed; and 2) in-
creased agricultural production resulting from the opening of market ac-
cess during the rainy season. However, transportation savings during
the dry season are difficult to measure and probably not as significant
as the benefits derived from the latter source (See Annex 8). The con-
dition of the roads 1s so bad that vehicular traffic is virtually impos-
sible during the rainy season, and area farmers are effectively excluded
from markets during this most important harvest. For these reasons
benefits will be limited to those derived only from the second source,
market access.

The {impact of opening market access during the rainy
gseason is fourfold:

a. The absolute limit on marketable quantity is removed.
b. Marketing risks are reduced.
¢c. Crop losses on current production are reduced.

d. Access to inputs is improved.

The greatest impact of the road {mprovement will occur
from existing farmers bringing new land into production (a. and b.).
This analysis does not assume 1Increased migration to the area, but
insteal makes a conservative estimate of farmers' reactions to year-
arouna market access., Likewise, only a small increase 1in purchased
input use 18 assumed. Beneflts from increased production due to the
introduction of new technologies or new crops are not estimated because
they may imply the intervention of an extension program or other changes
which are outside the scope of the Project.
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An estimate 1is also made of the amount of current
production now being lost because of lack of access to transportation at
critical marketing times.

Because the analysis concentrates on changes in produc-
tion accomplished by existing farmers and use of additional land, which
currently have no productive alternatives during the rainy season, a
zero opportunity cost 1s assigned to them. To the extent that capital
1s used to purchase productive inputs, resources are drawn away from al-
ternative uses, and Project costs are incurred. The value of production

is adjusted accordingly.
3. Prices

All costs and benefits are valued at current market
price. Relative prices are held constant. Values are given in dollar
equivalents of local prices at an exchange rate of ¢ 44= Us$l1,

4, Overview of the Agricultural Economy

Lack of interegional transportation has dictated the
development of agricultural production in the zone. Livestock 1is the
most important product (32% of the value of current total agricultural
production), primarily because cattle don't require timely marketing and
can walk to the market themselves. The major commercial crops - rice
(23%) anud cacao (30%) are produced very near to the market centers.
Corn, bean, and traditional rice production are currently mostly for
home consumption (85% of the corn and 70Z of bean production is utilized
for home consumption). Again, the reason {8 lack of market access
during the rainy season (which is the best time for planting).

5. Production Constraint Analysis

a. Rice

Rice 1s produced under two distinctly different
systems in the Project area. Commercial production is dependent upon
modern machinery, certified seeds, fertilizer, herbicides, insecticides,
and fungicides. Yields are high (3 M.T./ha.) and production 1is located
very near to market centers. Traditional production 1s dispersed
throughout much of the Project area, ylelds are low (1 M.T./ha.), and
few purchased Inputs are used.

For commercial rice, the main constraint to produc-
tion Is moving machinery and large quantities of inputs into the fields
and large quantities of harvested grain out. Without all weather roads,
the area in production can increase only marginally, at an estimated 2%
annually for five years. With all-weather roads, the avea in production
18 projected to approximately double within seven yedars after the roads
are completed and agaln within the followlng ten years. No new tech-
nology or increcase In ylelds 18 assumed.
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Total and marketed production of traditional rice
could increase from improved yields, increases in area, and reduced los-
ses. Market access is the principal constraint, followed by labor. With-
out all weather roads, area in production is projected to rise propor-
tionally with population growth (4% annually). With the roads, area in
production is projected to increase 10% annually for seven yecars after
the roads are completed and 7% annually thereafter. Yields will increase
to the level of the 1980/81 national average (1.5 M,T./ha.) during the
first seven years after the roads are completed.

b. Beans, Corn, Yuca

These are products which are currently grown widely
in the region, with low yields, and primarily for home consumption. Ac-
cess to markets 1s the princlple constraint for Increased production,
The yields of corn and yuca are very low and could be raised signifi-
cantly with increased market access and minimal {nput use. Without all-
weather roads production will continue to be primarily for home consump-
tion, and will increase only proportionally to population growth.

With the road improvements, the area In production
for each crop is projected to approximately double within seven years
after the roads are completed and again in the following ten years.
Actual area used for each crop will depend upon prices and other Incen-
tives, but changes among the crops will not effect benefits significant-

ly.

With all weather roads, rorn ylelds are projected to
increase from 0.9 M.T./ha. to 1.7 M.T./ha. losses attributable to iack
of transport, now estimated at 20%Z of production, are projected to fall
to virtually zero. Bean ylelds Incrense modestly, from 0.4 to 0.5 M.T./
ha. Current losses of 257 are reduced to zero. Yields of yuca production
increase from the very low cstimated average of 4.8 M.T./ha. to 8 M.T./
ha. as better land is brought {into production for commercial sale of
yuca. Losses of 10X are eliminated.

c. Liveatock

There are approximately 120,000-150,000 ha., of
pasture in the Project zone. Although little reliable data ia available,

best estimates {ndicate a carrylng capacfty of 0.75-0.90 head per
hectare and an extraction rate of 10 percent., Poor market access o not
a big constraint to llvestock enterprines because cattle can be marketed
on foot and at any time. All weather roads, however, can be expected to
raisc the extraction rate by allowing better accessn tor management,
better culling of unproductive cows, and marketing at a more optimal
weight. The analysis projects an increase {n the extraction rate from

10X to 14% over a ten year period after the roada are completed.
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d. Cacao

Although cacao is an important crop 1in the region,
the analysis does not project any changes In production as a result of
road improvement. Improved varleties and cultural practices (especially
of monilla control) are the major production constraints. While all
weather roads could be of long run benefit to cacao production, the
major need Is a program of technological change.

6. Results

As shown in Table 1, the Project has an internal rate of
return of 22.2%. The B/C ratio at 15% (recently estimated opportunity
cost of capital in Costa Rica) is 1.77, and increases to 2,81 if capital
i{s assigned the lower opportunity cost of 10%. As mentioned earlier,
the analysis does not measure: 1) transportation savings on current
production during the dry season, 2) non-quantifiable or social bene-
fits, or 3) production Increcases which might result from technological
change or new products introduced by other development efforts which are
complementary to read Improvement. Rather, the analysis measures the
very highly probable Impact on existing farmers and unused land which
will result from market access during the wet season. Taking only this
very conservative measure of benefits and costs, the Project is econo-
mically justifiable. When the non-quantifiable benefits are considered,
the Justification Is stronger.

From Annex 8, Tables 1-6 in {its annex, it is seen that
the greatest fmpact of the road i{mprovement will be in bean production,
where  tack of transportation causes significant losses and market
problems. Increased bean production will generate approximately 30% of
the benefits.,  Mechanized rice production will increase considerably, as
farmers are able to spread out from the narrow focus near market
centers.  This accounts tor 247% of the benefits. Because it is such an
fmportant cconomic activity, livestock will account for 20X of the
benefits even though projected changes have been held conservatively
low. As a whole, traditionally grown fleld crops (non-mechanized rice,
beans, corn, and yuca) account for 56% of the benefits of t“~ {improved
road. Corn and beans, which are both heavily imported, accwaint for 402
of the Project bhenefity,

Apain, to emphasifze the conservative nature of this
annlynin, It {a ween from Annex 8, Tables 1-6, that land in production
fn 1993 {s only 58Z greater with the project than it would be without
ft. In 1993 the land area In crops in projected at 21,295 hectarea, and
by 2003 {n projected at 41,888 hectares, Thin represents only 307 and
60%, reapectively, of the avaftable area suitable for crops. Glven the
quality of uofls and potentfal of the area, {t would not be unreasonable
to expect these IHgures to be reached many years enrlfer, and the agri-
cultaral productlon and Project benefits to fncrease accordingly.
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TABLE 1

COST~-BENEFIT ANALYSIS

3/ 4/
PROJECT COSTS ($000) BENEFITS  MAINT COSTS  NET BENEFITS
1/ 2/

YEAR ROAD OTHER  ($000) ($000) ($000)
1 672 737 - - (1,409)
2 5,378 838 - 27 (6,243)
3 6,050 989 - 54 (7,093)
4 1,345 - 872 81 (554)
5 - - 1,793 81 1,712
6 - - 2,372 81 2,291
7 - - 2,937 81 2,856
8 - - 4,175 81 4,094
9 - - 5,036 81 4,955

10 - - 6,503 81 6,422
11 - - 7,077 81 6,996
12 - - 7,660 81 7,579
13 - - 8,813 81 8,732
14 - - 9,517 81 9,436
15 - - 10,338 81 10, 257
16 - - 11,103 81 11,022
17 - - 11,996 81 11,915
18 - - 12,876 81 12,795
19 - - 13,893 81 13,812
20 - - 14,970 81 14,889
IRR=22,20% B/C (15%) = 19,382 = 1,77 B/C (10%) = 34,174 = 2.81%
10,926 12,148

1/ Road Improvement costs are estimated at 5% year 1, 40% year 2, 45%
year 3, and 10% year 4,

2/ $854,000 Community Development,$1,210,000 Special Studies (AID+GOCR)

33 1/3 % per year; $500,000 million titling - 10X year 1, 30X year

2, 60%2 year 3. Land costs are excluded since IDA will purchase
lands which have no current agricultural activity that is ylelding a
return (l.c. primartly unlmproved pasture land). Theretore the

value of the land {s zero. Settlers will repay the cost of the land
80 this s merely a financial transaction (See Gittinpger, Economic
Analysls of Agriculturai Projectu)

3/ Summatfon of Net Benefits from Annex 8, Economic Analyais, Tables
1-6 in {ts ann-~x,

4/ $568/km./year for main rond, $410/km./year for feeder roads.
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D. Environmental Analysis

As requested in the PID Approval cable, the Mission under-
took an Environmental Assessment (EA) to analyze the environmental
concerns related to the road i{mprovement component of the Project, with
special attention on the potential deforestation effects which might
occur. The Environmental Assessment prepared by Dr. Gary S. Hartshorn is
attached as Annex 9. The report 1is based on a review of soils and
potential land use maps for the project area, analysis of the construc-
tion specifications and proposed routes for the road improvements pre-
pared by Bel Ingenierfa S.A., low-level aerial reconnaissance and axten-
sive fleld reconnalssance. The EA team was composed of four individuals:
an ornithologist/ecologist; a land-use capability classification spe-
cialist; an ccologist/geographer; and a forest ecologist/dendrologist.
The report analyzed the potential deforestation effects of the proposed
road improvements, sofls and land use capabllfty, the presence of en-
danpered or threatened specles, and includes recommendations on the
proposed road {mprovements.

The EA team found that despite the difflcult access to and
within the project area considerable deforestation has already occurred.
They estimate that the project arca is approximately 70-807% deforested
and roughly 2/3 of the deforested lands are In extensive pasture for
beef cattle (although beef production (s still low). The remaining low-
land forests are scattered in small patches (less than 1,000 has.) that
have little potentlial as functional conservation units. As one ap-
proaches the higher elevations of the Guanacaste Cordillera, which forms
the southern boundary of the Project area, one finds established conser=
vation units (National Parks or Forest Reserves) on the upper slopes of
the four volcanoes - Orosi, Rincon de la Vieja, Miravalles, and Tenorio.
Appreciable forests still occur en the higher elevations of these volca-
noes (500 m. and higher) which are located within the conservation unit
boundaries. However, the report concludes that no significant natural
forests remain In close proxim{ty to the roads proposed for improvement,

The Project area fncludes extennive arcas of good and excel-
lent soils. The report states that: "Ovtside of the Central Valley, the
quality sofls In the Project area arc not only the best agricultural
lands in the country, but also the least developed.” In the Environ-
mental Team's opinfor, almost 10%Z »f the country's lands suitable for
annual crops can be found In the Project area. Two separate classifica-
tions of land use capabilfty estimate 23-25% of the arca as suftable for
annual crops and 29% for percennlal crops. Actual land use fn the area
{s predominantly {n extensive pastures for beef cattle. The report
states that while, "...pasture s not a detrimentally nor ccolnr~ically
unsound use of Jlands clasafffed as suftable for annual crops...;” 1t
does represent an underutilizatifon of the lands capabllity.

The report mentions severnl extensive arvas adjacent to or
within accens of the proposed routes for the road fmprovements with
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excellent soils suitable for annual crops including dry land rice, corn,
beans, yuca and onions. These areas are located to the north and north-
west of Upala and along the stretch of improved road between Santa Ceci-
lia - Brasilia and Cuatro Bocas (See Map in Annex 9). Good soils which
can support annual but preferably perennial crops such as plantains,
cacao, pejibaye, black pepper and pineapple are found in the canton of
Guatuso. Apt conditions and good soils for dairy operations can be found
in the Dos Rlos area near the Brasilia-Dos Rios spur road.

The project area 1s too poorly known biologically to compose
a definitive list of endangered or threatened sp cles. Located mostly
outside the Project area, but within its zone of influence, the exten-
sive swamps, marshes, sloughs, rivers, permanent lagoons and adjoining
non-flooded forests in the Upala - Guatuso - Los Chiles triangle are
critical h:bitats for many species threatened with extinction in Costa
Rica. Particularly noteworthy are the permanent open-water lagoons
(Cano Negro and Camelias) and the remnant forest known as "Bosque de
Camibar,” the last large lowland forest which 1s to the east of the Cam
Negro Lagoon but outside the Project area.

The report states that road 1improvements and economic
development in the Project area will stimulate population growth in the
many towns of the region, causing increased demand for potable water and
overloading existing sewage systems, The Community Development Fund
Component will assist many of these communities in financing these types
of projects. The increcased agricultural activities may Include the use
of more pesticides and herbfcides resulting I{n {ncrcased probabilities
for contamination. However, the improved access by and to extension
agencles should also increuse the probability that farmers will have
more information on the appropriate use of these agricultural aids.

The EA tcam makes four principal recoumendations:

- two proposed spur roads (Santa Cecilia - La Virgen and
San Rafael de Guatuso - Buenavista) be deleted and two others added (Dos
Rjos - Buenos Alres and San José - Victoria - México). The recommenda-

tion to drop the two spurs from the proposed road improvements based on
poor soils in these arcas was accepted. However because of planned road
activities by IFAM in the Upala area the San José - Victoria - México
road spur was not {included. The Dos Rios - Buenos Alires segment {is
premature at this time since as indicated in the EA report this segment
{s contingent on the c¢stablishment of a milk processing facility;

- land use controls be implemeuted to lessen the dominance
of extensive pasture for beef cattle and to ensure maximum use of the
excellent agricutural soils for beans and corn. The Mission considers
that alternative methods of promoting more intenaive land use are among
the toplcs that could be financed under the Area Development Studies
Fund;

- fund biological and ccological inventories of the flora
and fauna of the entire project area, and an evaluation of the
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hydrologic potentials of the forests and forest lands on the north slope
of the Guanacaste cordillera. The Project Agreement will specify that
these investigations will be amongst the items that could be financed
under the Area Development Studies Fund; and

-  Financial support for establishing and consolidating the
proposed Cam Negro Wildlife Refuge. The Cano Negro Refuge, while not
within the Project area, is in the path of future development and should
be preserved. It 1s proposed that the GOCR be required to covenant to
take such steps as are necessary to establish and consolidate the Cano
Negro Wildlife Refuge. Further, the Mission will consider favorably any
GOCR requests to use future FY PL 480 Title I local currency generations
to finance the costs of protecting the Refuge.

In summary, the report found no unavoidable environmental
effects, principally because of: 1) the already extensive deforestation
within the Project area boundaries, and 2) the proposed routes for road
improvements follow existing dry season roads. The EA also found no
problem with the preliminary design standards and cut and fill opera-
tions prepared by Bel Engineering. However, the construction firms
should be required to adhere strictly to specifications and standards
during cut and fill activities.

E. Administrative Analysis

Four GOCR agencies will be involved in Project Implementa-
tion. A brief discussion of the role and responsibilities of each
follows:

1. MIDEPLAN

During PP preparation the Mission and the GOCR carefully
structured the Project activities and analyzed the role and responsibi~-
lities of the implementing agencies to minimize interinstitutional co=
ordination to that which was absolutely necessary. This was done with a
view to avoiding extensive expansion of the current GOCR bureaucracy.
Since the Project will limit {itself to short-term activities, the re-
quirements for coordination and administration during the life of the
Project will be correspondingly limited. However, to assist the Mission
{n monitoring the Project, to provide the minimal interinstitutional
coordination required, and for the GOCR to have an entity that could be
the focal point for longer term development activities and coordinate
other donor efforts, it was agreed that a Project Coordination Office in
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MIDEPLAN be formed l/. Section III.,E.3. describes 1its staffing and
responsibilities,

MIDEPLAN is cross-ministerial in its authority and can
appropriately be assigned the monitoring, coordination, future planning
and evaluation responsibilities involved in this Project. MIDEPLAN is
not an implementing agency as such and 1its role in this Project has
correspondingly been limited to these responsibilities. One essential
feature, however, of this Project Coordination Office will be that it
will be located in the Project area which will permit its staff to have
better understanding and feel for the area and future development acti-
vities as well as closer monitoring of Project activities. This i3 not
new to MIDEPLAN which has regional planning offices in the country's 5
planning regions. The grant-financed Project Advisor will be field-
oriented and work with the Project Coordination Office in carrying out
its responsibilities.

The Project Coordination Office will also act as the
Executive Secretariat to a Sub-Regional Consultative Committee, which
MIDEPLAN will create as a dependency of the existing Regional Develop-
ment Council for the North Huetar Reglon (a planning and not executing
body). The membership and functions of the sub-regional committee will
be detailed in the internal MIDEPLAN regulation described in Section
II1,E.3. Present thinking 1s that the Consultative Committee will have
approximately 10 members: e.g. one representative of the municipalities
from each of the 3 cantons In the Project area; one representative of
the Community Development Associlations from each canton; three or four
representatives of national level agencies and/or Ministries concerned
with infrastructure development and social services, who will be desig-
nated by the Regional Development Council; and one representative of
MIDEPLAN (probably the Project Coordinator). Where indicated (e.g. for
Community Development Associations within a canton), elections will be
lield to designate the cantonal representative.

The functions of the Committee will, as 1its title 1in-
dicates, be advisory. They will include: developing and proposing to
the administration of the Project and to other entities, actions re-
lating to the development of the Project area; identifying and promoting
the execution of studies on problems of sub-regional interest. The Com-
mittee will also serve as a forum for exchange of information and policy
level coordination between local level and national level institutions
active In development of the area, both as regards the components of
this Project and as regards other activities,

1]’ The establishment of a Regional Development Authority had been dis-
cussed Inititally but was discarded when {t became obvious that
creating such an entity would be a long, ardous and complicated
legal process -- and was not necessary at this time to implement
the Pro ject.
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2, MOPT

As was 1indicated 1in Section III.E.l1., it 1is intended that
construction work and engineering supervision thereof be implemented via
host country contracts, but that payments to contractors be made by the
Mission. The responsibilities of the MOPT will include participating in
preparation of IFBs; pre-qualification of bidders; analysis of bids and
awarding of same; negotiation of contracts with successful bidders;
overall monitoring of the work of construction and supervision
contractors; and authorizing payments to contractors.

The MOPT exercises 1ts responsibilities in the highway
sector through the Division of Public Works (DOP), which has five
General Directorates, one of which is the General Directorate of Con-
struction (DGC) and five Regional Directorates, which are independent of
the DOP, but which coordinate closely with the DOP (See Annex 15).

The DGC is in charge of road and bridge construction carried
out by contract and will, therefore, be the unit within MOPT most
directly involved in the implementation of the Loan. It has a Tendering
Department which prepares prequalification and bidding documents,
evaluates bids, recommends, awards and prepares contract docu-
mentation. The supervision of construction work 1itself, when the
project 18 financed by donor institutions, 1s normally handled by ad hoc
offices at the sub-directorate level. The Condition Precedent to Dis-
bursement, which calls for the MOPT to appoint a full time Project
Enginecer for the Road Improvement component of the Loan would appear to
fit easily into this organizational/administrative framework,

3. DINADECO

All of the Headquarters units of DINADECO will be 1in-
volved, in one way or another, with the implementation of the Community
Development Fund component of the Project (See Annex 15). At the field
level, Regional Directorate No.5, located in Ciudad Quesada, 1in San
Carlos Canton, will be charged with responsibility for direct supervi-
slon of the social promoters working in the Project area and for the
community projects themselves.

DINADECO has handled activities and funding arranger :nts
similar to those proposed for this Project in the past. No problems of
an administrative nature are anticipated. Also, it should be noted that
in connection with AID Loan 028, Urban Employment and Community D=2velop-
ment, the Mission has had considerable contact with DINADECO and {s
familiar with its personnel and method of operating.
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4. 1IDA

IDA is a semi-authonomous Institution governed by a 7 person
Board of Directors. It Is the {mplementing agency for the on- going AID
Loan 034, “Agrarian Settlement and Productivity”. A detailed
description of its organization, personnel, etc. can be found 1in the
Project Paper for Loan 034,

In connection with Loan 034, a full time grant financed U.S.
advisor has been provided to IDA, His services will be called upon, as
necessary, 1in the implementation of the Land Purchasing and Titling
Component of this Project.

The detalled criterfa and procedures to be followed by IDA
in the Project area and the handling of P.1..480 Title I penerated leccal
currency, will be covered In the P.L.480 Title [ Activity Agreement
between MIDEPLAN and IDA. This agreement requlres AID approval,

In sum, the Missfon conslders that cach of the four Imple-
menting Agencies designated (MIDEPLAN, MOPT, DINADECO, amnd 1DA) are not
only well qualified to handle the responsfbilitices ansigned them, but
are the only possible candldates for these tasks,

VIII. CONDITIONS AND COVENANTS

A. Conditions Precedent to Initial Disbursement of Loan Funds

1. A legal opinlon by the GOCR that the Loan Agrecment {8 a
valid and binding document;

2. naming of offlcial representacives by cach implementing
agency, l.c. MIDEPLAN, MOPT and DINADECO (1t fu {ntended that all three
of these agencles, as well as IDA, the Mintatry of Finance and the
Prestdency, be afgnatorics to the Agrecment);

3. the appofntment by MIDEPLAN of a4 Project Coordinator to be
gtationed In Upula;

4. the appolntmeat by MOPT ot a I'tofect Bogloeer to be o an-
signed full time to the Road lTeprovement component of the Project,

B, Conditionn Precedent to Subnequent Disburnementys ol loan Funds
1. Communfty Development Fund

Prior to any dinburnement to DINADECO for deposft (nto the
Community Development Fund, DINADECO will have wubmftted, fn form and
gubstance snatintactory to AID, cvidence that o tseparate bank account han
been opencd for thin purpose, topether with fnformatfon  about  how
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Project period for purposes of measuring change from the base line
survey. Instead, we believe that the main thrust of the evaluation ef-
fort to be undertaken during the life of the present Project, 1n addi-
tion to the normal evaluation of progress through annual reviews, should
be directed at analysis of the results of the special studies and com-
munity development components of the Project with a view towards the
design and prioritization of future investment in the area, whether by
AID or from other sources, and a refinement of the development strategy
to be utilized in the area,

C. Availability of Data

This Project {s designed to provide for a continous flow of
reports and day-to-day monitoring of project funded activities. It also
includes provision for the establishment of a multi-element permanent
committee to be concerned with the interaction between the Project acti-
vities and the broader policy aspects of development of the TIroject
area. Regular, periodic meetings will be held and minutes of the dis-
cussiorns prepared. As Indlcated In sections III.E.3., and VII.E.1l., the
MIDEPLAN sub-reglonal office and 1ts AID financed advisor will provide
secretariat services to the Committee. This offfce will also either ap-
prove and/or administer community development work and studles orlented
towards ldentifying future [nvestment. For the type of evaluation con-
templated, the records, documents and reports assembled {in the sub-
regional office will, it s believed, provide a sultable data base for
the evaluation.

D, Evaluation I'lan

On an Annual basfs, two evaluatlons (towards the end of CY 1984
and CY 1989%) will be conducted by a small AID/MIDEPLAN evaluation tean
to: (a) examine and evaluate the extent to which all actions plan- ned
under this project have been carried out; problems that arose and how
they were or were not resolved; the degree to which performance was
consintent with plans; (b) {dentify and auwsesan any new factors that have
made thelr presence felt In the Project arca, A final, and sore formal
evaluatfon will be performed towards the end of CY 1986, In addition to
examining the above toples, this evaluation will alno: (a) analyze what-
ever studies and proposals for favestment and/or other actfon In the
Project area have bheen developed during the executfon ol the Project;
and (b) make detatled recommendations as to the development strategy to
be pursucd and the mature of fature fnventments to he made,

All reports should be presented to, and commented upon, by the
permanent multi-nector Commfttee deseribed above,

For the ftirat two evaluatfonn, repular AID and GOCR wstaft will
be uned. For the laut, and more eclaborvate evaluatfon, outufde personnel
may be necennary, The AID unponnored membersn ot the Evaluation Team will
be financed from Operating or other AID funding nources avallable at the
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time, outside of the funds obligated for this Project. If MIDEPLAN
wishes to contract Costa Ricans for its representation on the team,
rather than to designate officials from its regular staff, con-
sideration should be given to providing AID financing. Alternatively,
an AID financed institutional contract, covering the entire team, but
with suitable provision for joint COCR/AID approval of individual

members could be considered.
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ANNEX 3
Page 1 of 6

PROJECT HEQKLIST

Listed below are, statutory criteria applicable generally to projects
with FAA funis, and project criteria applicable to individual funding
sources: Development Assistance (with a subcategory for criteria
applicable only to loans); and Econamic Support Fund.

CROSS REFERENCES: IS QOUNTRY CHECKLIST UP TO DATE?
HAS STANDARD ITEM CHEXKLIST BEEN
REVIEWED FOR THIS PROJECT? Except
as noted below country checklist
in AID/LAC/P-123 is up to date; *
Yes.,

A. GENERAL CRITERIA FOR PROJECT

1. Continuing Resolution Unnumbered;
FAA Sec. 634A; Sec. 653(Db)

(a) Describe how authorizing aml The cammittee on appropria-
appropriations Comittees of Senate and tions of the Senate and the
House have been or will be notified con- House will be notified of
cerning the project; (b) i3 assistance this project through a Con~
within (Operational Year Budget) country or gressiomal Notification.
international organization allocation
reported to Corgress (or not morz than $1
million over that figurej)?

2. TFAA Sec. 611(a)(1)

Prior to obligation in excess of Yes.
$100,000, will there be (a) engineering,
financial and any other plans necessary to
carry out the assistance and (b) a reason-
ably firm estimate of the cost to the U.S.
of the assistance?

3. FAA Sec. 611(a) (2)

If further logislative action is High priority given to the
required within recipient country, what is project by Presidency.
basis for rcasonable expectation that such
action will be campleted in time to pemit
orderly accomplishment of purpose of the
assistarce?

{*) As of March 18, 1983, Costa Rica was in
violation of 620 Q of the FAA; the Se-
cretary of State has made an exception.



4. FAA Sec. 611(b); Continuing Resolu-
tion Sec.501

If for water or water-related lamd
resource construction, has project met the
standards and criteria as set forth in the
Principles and 3tandamis for Planning Water
amd Related T.arnd Resources, dated October
25, 197372

5. FAA Sec. 6l1(e)

If project is capital assistarce
(e.g. construction), =nd all U.S. assist-
arce for it will exceed $1 million, has
Mission Director certified and Regional
Assistant Administrator taken into com~
sideration the country's capability effec-
tively to maintain and utilize the project?

6. FMA Sec. 209

Is project susceptible of execution
as part of regional or multilateral pro-
ject? If so why is project not so executed?
Information and conclusion whether assist-
arce will encourage regional development
programs.

7. FAA Sec. 60l(a)

Information and conclusions whether
project will encourage efforts of the
country to: (a) increase the flow of inter-
national trade; (b) foster private initia-
tive and competition; and (c) encourage
development and use of cooperatives, and
credit unions, and savings and loan as-
sociations; (d) discourage monopolistic
practices; (e) improve technical efficiency
of industry, agriculture and cammerce; and
(£) stremgthen free labor unions.

8. FAA Sec. 601(Db)

Information aml conclusion on how
project will encourage U.S. private trade
and investment abroad aml ercourage private
U.S. participation in foreign assistance
programs (including use of private trade
channels and the services of U.S. private
enterprise).

UNCLASSIFIED

ANNEX 3

Page 2 of 6

N/A

Yes.

N/A

N/A - Project is largely de-

woted to infrastructure de-
velopment. However, studies
financed under the project

may lead to later investment
relating to (a), (b), (c),
and (e).

N/A



9. FAA Sec. 612(b), 636(h); Continuing
Resolution Sec. 508

Describe steps taken to assure
that, to the maximum extent possible, the
country is contributing local currencies to
meet the cost of contractual and other
gervices, and foreign currencies owned by
the U.S. are utilized in lieu of dollars.

10. FAA Sec. 612(d)

Does the U.S. own excess foreign
currency of the country and, if so, what
arrangements have been made for its release?

11. FAA Sec. 601(e)

Will the project utilize competi-
tive selection procedures for the awarding
of contracts, except where applicable pro-
curement rule allow otherwise?

12. FY 1982 Appropriation Act Sec. 521

1f assistance is for the production
of any commodity for export, is the com-
modity likely to be in surplus on world
markets at the time the resulting produc-
tive capacity becomes operative, and is
such assistance likely to cause substantial
injury to U.S. produwcers of the same,
similar or competing cammodity?

13. FAA 118(c) anmd (d)

Dbes the project comply with the
envirommental procedures set forth in AID,
Requlation 16? Does the project or program
take into consideration the problem of the
destruction of tropical forests?

14. FAA 121(4)

Is a Sahel project, has a detemmin-
ation been madc that the host governnent
has an adequate system for accounting for
and controlling receipt anxdl expenditure of
project funids (dollars or local curremcy
generated thercfrom)?

UNCLASSIFIED
ANNEX 3
Page 3 of 6

IM imposed limitations on
GOCR budget deficits preclude
greater host country contri-
bution than that indicated.
The U.S. owns no Costa Rican
currercy.

N/A

Yes.

N/A

Yes.

N/A



B. FUNDING CRITERIA FOR PRQJECT

1. Development Assistance Project

Criteria

a. FAA Sec. 102(b), 111, 113,

281(a)

Extent to which activity will
(a) effectively inwolve the poor in de-
velopment, by extending access to econamy
at local level, increasing labor-intensive
production and the use of appropriate tech-
nology, spreading investment out from
cities to small towns anmd rural areas, and
isuring wide participacion of the poor in
the benefits of develcpment on a sustained
basis, using the appropriate U.S. institu-
tions; (b) help develop cooperatives, es-
pecially by technical assistarce, to assist
rurar and urban poor to help themselves
tosard better life, and othewise ercourage
democratic private and local govermmental
institutions, (c) support the self-help ef-
forts of developing countries, (d) promote
the participation of wamen in the national
eccnomies of developing countries and the
improvement of women's status; armd (e)
utilize and encourage regional cooperation
by deweloping countries?
b. FAA Sec. 103, 103a, 104, 105,
106

Does the project fit the cri-
teria for the type of funds (functional
account) being used?

c. FAA Sec. 107

Is emphasis on use of appro-
technology (relatively smaller,
labor-using technologies that
aprropriate for the

priate
cost-saving,
are generally most

small farms, small tusinesses, amd small
incames of the poor)?
d. FAA Sec. 110(a)
Will the recipient country

provide at lecast 25% of the costs of the
program, project, or activity with respect
to which the assistance is to be furnished
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Project provides for grass
roots Community Development
activities in villages amd
hamlets; studies will include
feasibility of selected co-
operative solutions to pro-

blems, e.qg. electricity
generation.

Yes.

N/A

Recipient country will pro-
vide 31% of owerall project
cost.



(or is the latter cost-sharing requirement
being waived for a "relatively least de-
veloped" country)?

e. FAA 5ec. 110(b)

Will grant capital assistance
be disbursed for project over more than 3
years? If so, has justification satisfac-
tory to (ongress been made, and efforts for
other fimncing, or is the recipient
cantry "relatively least developed"? (M.0.
1232.1 defined a capital project as "the
construction, expansion, equipping  or
alteration of a physical facility or faci-
lities financed by AID dollar assistarnce of
not less than $100,000, i rluding related
advisory, managerial and training services,
amd not undertaken as part of a project ot
a  predaminantly technical assistance
character.

f£. FAA Sec. 122(b)

Does the activity give reason-
able promise of contributing to the de-
velopment of ecoromic resources, or to the
increase of productive capacities and self-
sustaining economic growth?

g. FAA Sec. 281(b)

Describe extent to which pro-
gram recognizes the particular neads,
desires, and capacities of the pecople of
the country; utilizen the country's intel-
lectual resources to encourage institution-—
al dewelopment; and supports civil oduca-
tion and training in skills required for
effective participation in gowrmmental
processes cssential to sel f-qgovermment.

2. Dewlopment Agsistance Project
Criteria (Ioans Only)

a. FAA Scec. “,1‘?4.‘2(}))

Information and conclusion on
capacity of the country to repay the loan,
at a recasonable rate of interest,

UNCLASSIFIED
ANNEX 3
Page 5, of 6

No.
Yes.
The program supports Costa
Rican initiatives, amd |is

consistent with Costa Rican
capabhilities.

™e country is unlergoim
severe economic problema.,
Nowrtheless it appears capa-
ble of repaying the loan.



b. FAA Scec. 620(d)

If assistance is for any pro-
ductive enterprise which will campete with
U.S. enterprises, is there an agreement by
the reciplent country to prevent export to
the U.S. of more than 20% of the center-
prise's anmial pralhwtion duringy the life
of the loan?

c. ISICA of 1981, Sec. 724 (c) and
@

If for Nicaraqua, does the loan
agreement require that the funds be used to
the maximum extent possible for the private
sector? Toes the project provide for moni-
toring under FAA S~c. 624(qg)?

3. Ronamic Support Mund Project Cri-
teria

a. FAA Sec, 531(a)

Will this agsistance promote
econamic or political stability? To the
extent pongible, does it reflect the policy
directions of FAA Section 10272

b, EM Sec. 531(c)
Will assistance under this
chapter be used for military, or paramili-
tary activities?

c. FAA See, 534

Will ISF funds bo usal  to
finance the construction of the operation
or maintemunre of, or tne spplying of fuel
for, a nuclear facility? I no, has the
President certifionl that nuch unes of funls
is inlimensable to monproliferat fon ob-
jectivon?

de FA Seel 609

If coxmolities are to be
grantoad 5o that aale procealn will accrie
to the reciplent country, haww Special Ae-
count (comnterpart) arranjenentns tron male?
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N/A

N/A

N'A

N/A

N/A

N/A






CERT'IFICATION PURSUANT TO SECTION 611(e) OF THE

FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

I, Bastiaan B. Schouten, the principal officer
(acting) of the Agency ‘or International Develop—
ment in Costa Rica, having taken into account
amorng other factors the maintenance and utiliza-
tion of projects in Costa Rica previously financed
or assisted by the United States, do hereby certi-
fy that in my judgement Costa Rica has both the
financial capability and human resources capabili-
ty to ecffectively miintain  and utilize the
Project: NORTHERN 7ZONE INFRASTRUCTURE DEVELOPMENT.

I YA

Bastiaan B. Schouten
Acting Director
USA Il)/ Cost:a Rica

ANNEX 5
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Northern 7Zone.
II. THE PRQJECT CQONCEPTS

Scope of Proposed Project

Specifications

Description of Sape of Work on Main Items

Analysis and Rerommendations on the Techrology to be
used for Construction: Intensive Labor vs Equipment and
Machinery.

10. Project Organization and Administration

11. Maintenmance

12. Cost Estimate

13. Implementation Plan

14. Infomation for Economic Analysis

(oM v JLN Nop)

ANNEX 1: DFSIGN ENGINEERING *

ANNEX 2: SUBSE"TION QOSIS AND QUANTITIES ESTIMATE

T*) These scctions not inthirled in this Annex. Copies of the complete report
and preliminary bridge designs will be placed in the bulk files of LAC /DR and
in the Migsion files.
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II. THE PROJECT CONCEPT

6. Scope of Proposed Project

The proposed main trunk road will be an important improvement of the
existing road infrastructure. This road will promote the execution of an
agricultural process, that will modify the planting aml collection of crops,
transport and marketinjy. Also it will promote social advancement of the in-
habitants of the region due to a pemanent connection to services such as
schools, health centers, judicial and political authorities, etc.

To stimulate better use of the system and because of socio-econamic
conditions and high rainfall, a number of radial county roads perpendicular to
the main trunk road should be improved also. These additional county roads
will connect with the national system of roads at Dbs Rios and San Isidro de

Aguas Claras.

According to potential and actual lamd use investigations carried
out by BEL INGENIERIA for MOPT in relation to a Nation Wide County Road
Program, the location of trunk anmd radial roads serves, satisfactorily, the
transportation needs of the region.

The main road was selected following well located existing roads,
which could comply with certain geometric standards with small changes in
grade and aligment. The road starts at Santa Cecilia and connects with the
small towns of Brasilia, Bimmania, Porvenir, Quatro Bocas, San José, Santa
Clara, Upala, Colonia Puntarenas, San Luis, La Camafa, Samen amd Buenos Aires,

ending up at San Rafael de Guatuso.
Following are the radial county roads:

- (olonia Puntarems - Llano Azul. This gravel road can be improved
with a small inwestment, providing a link with the Cafias-Upala road, 3 kilo-
meters south of the Zapote River Bridge. This link is important during
construction, shortening the haul of seclect materials.

- (uatro Bxas - San Isidro - Muas Claras, Jjoining the northermn zone
with the Interamericana at Bagaces, using MOPT project: Bagaces-El Torno-
Quayabo-OGiayatnl. This link is very important because it is located midway
between the Upala-Brasilia road, where connections also exist.

- Prasilia - ™s Ring, connecting with the Interamericana at the
Tempisquito River Bridge, by means of the existiny gravwel road through
Quebrada Grande and ending at Ibs Rios. It will shorten the access to
Liberias conditions in the area are suitable for vegetable production.

Inventory of work to be don: on main trunk and radial roads was
determined by actually traveling the existing roads and trails and estimating
the quantities of work. All water courses were located by means of car
odometer, and nize of culwrt anl enbinknent elevation were determined.

" dencription of the methal uned to determine quantities is described
or cath jtem of works

Crading (eatthwork) was eatimatol for three typical comditions.
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First condition, in rolling terrain, fills over culverts where estimate
balancing quantities with cut sections uphill, to provide a good grade line
with minimum earthwork.

Second condition, in flat terrain, lateral borrow was indicated to raise
the grade line.

Third condition correspords to certain sections of road where small cuts
are provided to shape the roadway and to suply fill over culverts.

- DBridges and major culverts. Size and type were detemined in the
field by structural and drainage engineers on All major waterways.

- High flood water level, erosion of the banks and scouring marks were
determined. Position of rock or high bearing materials were visually

determined.

- Select material for topping. Soil samples were obtained to estimate
bearing capacity indirectly by means of classification and group index methods
and thickness of cover material was determined.

- Gravel pits were stulied to determine quantity and quality of
materials and haul distances.

All trurk and radial roads were traveled by 4-wheel drive vehicles
previous to inventory activities.

7. Specifications

The type of terrain traversed by the trunk and radial roads is flat to
rollimy. Natural drainage of the region originates at the Guanacaste volcanic
rarge and runs toward lLake Nicaragua. Trunk roal runs perpcndicular to

natural d.ainagz.

Under these comdition only one set of standards will be adopted, with
minimum values for rolling terrain and desirable values for flat terrain, as

shown below.
ROAD STANDARDS

MINIMM DESIRAILE
{PRolling) (Flat)
Design speed (kph) 50 60
Hori zontal radius (m) 70 120
Maximum gradient (%) 6 3
Confomation width (m) 7 7
Pavement width (m) 6 6
Width of bridges (m) 4, 30* 4.30%
Design load, bridges H 156 12 H 156 12
Right of way (m) 14 20
Cross slope (%) 5 5

(%) Width of bridges can be reduced to 3.85 m if stanlanl nteol bridgen are
used. The cross soction road deeign is illustrated in Figure 1.
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8. Description of Scope of Work on Main Items

- Clearirg anmd grubbing is not necessary due to the fact the road uses
existing aligmment. Only top soil removal and some vegetation will be required.

- Construction will use simple bulldozer techniques to shape the roadway
and compact the small fills; layers will be extended by motor grades.

- Fills higher than 1 m (and on the last 50 cm of all fills) will be
compacted by light rollers.

- Drainage will be provided by 60 cm concrete pipe culverts, precast in
the region.

- Major drainage structures will be cast in place one or two celled box
culverts. To achieve standardization only a few sizes will be used.

- Pawement width of both trunk and radial roads will be covered with
gravel from Rio Pizote, Quebrada Chepa and Rio Frio. Material from Rio Zapote
near Upala requires crushinj to reduce oversize.

-  Major river crossings will require pemmancnt one lane bridges, using
pre cast or cast in place corcicte beams, mass concrete for abutments and
class A concrete for piers amd omerstructure. Also pony steel trusses will
be considered for simgle span lorg bridges.

- All bridges will be one lane due to the low volumen of traffic pre-
dicted and the present ccoromic situation of Costa Rica.

-  Amnex includes structure types and estimated aquantities for each item
of work.

9. Analysis and Recanmeniations on the Technology to be Used for Construc-
tion: Intensive Labor vsa. Equipment and Machinery

The Northorn zone is camposed of La Cruz, Upala andl Guatuso counties, with
a high potential for the development of agricultural and cattle activities.
Also 1ts population is formed of families that own small parcels and medium
gize fams, a situation that is amply fostered by the Institute for Ararian
NDevelopment. (IDA). The location of this regunn, far away from the major urban
centers of the country, precludes the migration of peasants to the citiea of
the Central Valley. Lwen in large size fams dalicated to cattle ranching,
the family group is the main swport of this important activity that offers
occipation to arny out-of-work poasant,

From this it can be coneludad that there ig no idle labtor in the inf luence
area of this project that anay lead to the possibility of orienting con-
struction towanl intensiwe use of idle labor in the anda. On the contrary,
the project must be oriented to the maxtimm use of equipment. and machinery to
lassen the fmpact on agricultural and cattle labor, which is of vital impor-
tance to the roglon.
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The unit prices of contracts are based on on-going contracts and modified
to take into consideration different conditions. They were checked by the

unit quantity method.

To the total construction cost obtained, the following costs will have to
be added: 1) Fees for performing engineering design, 2) Fees for project
management, 3) Owner's administrative costs.

Contractor's administrative charges are included in unit price. Engine-
ering and Manmagement costs are estimated at 13%. Owner's administrative costs

are not included.

Another factor usually considered in estimates is contingencies In order
to avoid over conservatism we estimate that the minimum 5% should be applied.
Escalation costs were considered assuming 10% as the annual increment of cost,
so that including contingencies, a total of 21% was added. Interest during
construction is treated separately.

13. Implementation Plan

13.1. Project Schedule - The activities inwolved include: a) Study of
this Report and decision formlation. 2) Engineering as described Art. 10.1,
ard preparation of Contract Documents, to be started no later than July 1,
1983. 3) Prequalification of possible Contractors to facilitate awarding of
Contracts is assumed to be completed in 2 months. 4) Call for Bids, study of
offers and awarding and signature of contracts, activity that should be
canpleted during the first week of February, 1984. 5) Time allowed for cample-
tion of total work, road and bridges, is estimated in 24 months as shown in
the Construction Schedule. 6) Project Management as described in Arts. 10.2
and 10.3, will be the responsibility of construction enjineering and manage-
ment of the contracts. Figqure 2, shows the Project Schedule.

13.2 onstruction Schedule - Is shown in Figure 3. Total work is
divided in 4 sections amd 7 subsections, and the possibility of having up to
four contractors was considered. To obtain a good balance between road
construction and bridge construction equipment it is considered that two con-
tractors are preferable, with the advantage that project management will also
be facilitated. The contractor will be responsible for road bridge work within
each project. So it is recommended that two separate contracts bz awarded,
without eliminmating in his manner the possibility that the two contracts may
be awarded to one contractor. MNote that major cuts and fills have to be
schedulad for the dry seasons.

14. Infomation for Fronamic Analysis

The ecoromic costs of projocts is equal to the financial costs less
soctorial transferences such as taxes, interest and rents. The sectorial
transferences for this type of projects hawe been estimated at 2038 of the
total cost. Therefore, the cconanic cost is 80% of the total finman:cial oost.
The cont « . road maintenarce for different projects iss
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COSTA RICA NORTHERN 7ONL ROAD PROJECT

COST ESTIMATE
( inmillion colones ot May, 1983 )

“Constr. Ehbf.  “Scalation  Engr.
Sub Costs supervisicn 2 years Design Total Total
Section Section ] 2) 4 1+2+3+4
() ( (14%320.21 (4) >
1 74.216 7.022 17.144 2.226 101.008 2.575
Q 36.777 3.678 8.495 1.103 50.053 1,241
2 60.482 6.048 13.971 1.814 82.315 2.058
272.855 2.286 5.280 0.686 31.107 0.778
3 55.817 5.582 12.894 1.675 75.968 1.899
13.674 1.367 3.159 0.410 18.610 0,465
4 D 78.628 7.863 "18.163 2.359 107.013 2.67b
342.449 34,246 79.106 10.273 466.074  11.651
NOTES: 1 Cost estimated to May 1983
2 Cost estimated to May 1983 (104 of 1)
301,10 x 110 121 |
4 Cost estimated Lo May 1983 (37 of 1)
SUB-SFCTIONS
A Santa Cecilia - Rio Pivote
B Rio Pizote - San Jose
C San Jost - Upala - Lalonia Puntarenas
D Colonia Puntarcnas  an Ratael
Q Brasilia - bos Rios
R Cuatro Bocas - an Isadveo
S Colona Puntarenas 1 lano Azul

4 L
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ANNUAL MAINTENANCE QST

Type of Road

Cost (Colones)

Principal roads

¢ 25.000,00 /xm/year
County roads

¢ 18.000,00 /km/year

The residual value of the investment at the end of twenty years has been

estimated at 38.6% of the total cost of each project or section. The following
tabulation is a resumé of the respective calculations:

ANALYSIS OF THE RESIDUAL VALUE OF THE PROJICT

ITEM USEFUL LIYE RESIDUAL VALUE (OMROSITION RESIDUAL VALUE
PER ITEM PER ITEM OF PRQJECT OF PRQJECT
Earthwork 40 years 50% 0.4% 0.2%
Pavements 30 years 33% 67.2% 22,2%
Structures 40 years 50% 32,4% 16.2%
38.6%
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-27-

ESTIMATE

SUB-SECTION : Sta Cecilia - Rio Pizote (A)

Long. 29  km
[tem No. OESCRIPTION UNITY| uNIT QUANTITY COST
PRICE

201(3)A |{Top soil Removal m3 80 | 78.850 6.308
203(3) |[Unclassified excavation m3 90 |107.650 9.688
204(1) |Compacted subbase m3 400 99,653 39.861
206(1) |Structural Excavation (Pipes) m3 400 1.870 0.748
206(1) |Structural Excavation (Boxes) m3 400 1.085 0.434
206(1) |Structural Excavation (Cannals) m3 300 1.387 0.416
602A Structural Concrete Class X m3 6.500 179.5 1.167
602A-1 |Structural Cu..<rete Class A m3 7.500 719.3 5.395

603(21) [Reirforced Concrete Pipe Class 111
3A{ 0,61 mp m 2.700 630 1.700
3C] 0,91 np m 5.000 21 0.105
301 1.07 mp m 6.300 155 0.979
4G | Class 1V 1,52mp 15.000 24 0.380
604(3) Collectors ¢/u | 9.500 88 0.840
602C(1) | Reinforcing steel kg 40 | 48.400 1.936
Road 69.938
Orosi River Bridge 1.836
Las Haciendas 2.442

TOTAL . @74.216 x 10
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ESTIMATE

SUB-SECTION : Rfo Pizote - San José (B)

Long. 27  km

ANNEX 6
Pape 15 ol 2!

[ter NO. DESCRIPTION UNITY| UNIT QUANRTITY COsT
PRICE
201(3)A |Top soil Removal m3 80 59,850 4.788
203(3) |Unclassified excavation m3 90 105,256 9.473
204(1) |Compacted subbase m3 400 76,848 30.739
206(1) |Structural Excavation (Pipes) m3 400 1,305 J.522
206(1) |[Structural Excavation (Boxes) m3 400 305 0.122
206(1) [Structural Excavation (Cannals) m3 300 83| 0.205
602A Structural Concrete Class X ms 6.500 124 0.803
602A-1 (Structural Concrete Class A m3 + 500 230 1.722
603(21) [Reinforced Concrete Pipe Class I1I
JAL 0,61 mg m 2.700 544 1.468
3C| 0,91 g m 5.000 - -
30 1.07 mp m 6.300 198 1.245
4G (| Class IV 1,52mp 15.000 8 0.120
604(3) Collectors ¢/u | 9,500 g2l 0.775
602C(1) | Reinforcing steel kg 40 16,200 0.648
Road 52.539
Pizote River Bridge 3.358
Cano Negro River Bridge 3.524
La Quebrada River Bridge 1.061
(La Chcepa)
6
TOTAL ¢£59.482 x 10
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ESTIMATE

SUB-SECTION :
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San José - Upala - Colonia Puntarenas (C)

Long. 26,35 km
[tem No. DESCRIPTION UNITY| UNIT QUANTITY COST
PRICE
201(3}A |Top soil Removal m3 80 71.700 5.736
203(3) |Unclassified excavation m3 90 | 90.500 8.145
204(1) |Compacted subbase m3 400 | 74.000 29.600
206(1) |Structural Excavation (Pipes) m3 400 1.430 0.572
206(1) |Structura) Excavation (Boxes) m3 400 580 0.232
206(1) |[Structural Excavation (Cannal ) m3 300 630 0.189
602A Structural Concrete Class X m3 6.500 129 0.839
602A-1 |Structural Concrete Class A m3 7.500 356 2.670
603(21) |Reinforced Concrete Pipe Class 111
3A1 0,61 mp m 2,700 626 1.690
3C{ 0,91 rg m 5.000 10 0.050
30 1.07 m@ m 6.300 109 0.687
4G ! Class IV 1,52m@ 15.000 - -
604(3) Collectors c¢/u | 9.500 91 0.865
602C(1) | Reinforcing steel kg 4u 22.512 0.900
Road 52.175
Guacalito River Bridge 1,985
Chimurria River Bridge 1.657
TOTAL ¢ 55.817 x 10

6
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-30-
ESTIMATE
SUB-SECTION : Colonia Puntarenas - San Rafael (D)

Long. 43  km

item No.' DESCRIPTION UNITY | UNIT QUANTITY COST
PRICE
201(3)A [Top soil Removal m3 80 | 89.700 7.176
203(3) |Unclassified excavation m3 90 |112.600 10.134
204(1) |Compacted subbase m3 400 95.300 38.120
206(1) |Structura) Excavation (Pipes) m3 400 2.120 0.848
206(1) [Structural Excavation (Boxes) m3 400 840 0.336
206(1) |Structural Excavation (Cannals) m3 300 1.350 0.405
602\ |Structural Concrete Class X m3 | 6.500 184 1.196
602A-1 |Structural Cancrete Class A m3 | 7.500 500 3.750
603(21) |Reinforced Concrete Pipe Class Il
3A1 0,61 af m 2.700 b4 1.747
3C| 0,91 np m 5,000 77 0.385
301 1.07 mp m 6. 300 164 1.03)
46| Class IV 1,52mp 15.000 - -
604(3) Collectors c/u | 9.500 97 0.922
602C(1) | Reinforcing stee!l kg 40 32.918 1.317
Road 67.364
Buenavista River Bridyge 2.976
Guayabito River Bridge 1.564
Samen River HBridge 1.362
Frfo River Bridpe 5.357
TOTAL ¢ 78.628 x 10°



SUB-SECTION

-3

ESTIMATE

1-

Brasilia - Dos Rfos (Q)
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Long. 15,5 km
I tem: NO.| OLSCRIPTION UNITY! UNIDT QUANTITY CosT
PRICE
201(3)A |Top soil Removal m 80 42.100 3.368
203(3) [Unclassified excavation m3 90 41.000 3.690
204(1) |Compacted subbase m3 400 | 51.150 20.460
206(1) |Structura) Excavation (Pipes) m3 400 840 0.336
206(1) |Structural Excavation (Boxes) m3 400 480 0.192
206(1) |Structural Excavation (Cannals) mS 300 360 0.108
602A  [Structural Concrete Class X m | 6.500 | 84 0.546
602A-1 |Structural Concrete Class A m3 7.500 368 2.760
603(21) [Reinforced Concrete Pipe Class [11]
JAL 0,61 ) m 2.700 368 0.994
3C{ 0,91 ng m 5.000 32 0.160
3D .07 m) m 6.300 53 0.33
4G | Class IV 1,52m@ 15.000 - -
604(3) Collectors c/u 9,500 53 0.504
602C(1) | Retnforcing stee) kg 40 24,470 0.979
Road 27,430
Pizote River Bridge 0.850
Cucaracho River Bridge 1.497
TO. AL ¢ 36,777 x 10

6

‘Y



SUB-SECTION

-32-
ESTIMATE

Cuatro Bocas ~ San Isidro (R)

Long. ~:i-. km
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item NO. DESCRIPYION UNITY | UnIT QUANTITY COST
RICE
201(3)A [Top soil Removal m3 80 24,500 1.960
203(3) |Unclassified excavation m3 90 46.200 4.158
204(1) |[Compacted subbase m3 400 31.700 12,680
206(1) |Structural Excavation (Pipes) 3 400 600 240
206(1) |Structural Excavation (Boxes) n3 400 120 .048
206(1) [Structura) Excavation (Cannals) m3 100 360 1.080
6024 Structural Concrete Class X m3 6.500 53 345
602A-1 |Structural Cencrete Class A m3 1.500 74 .595
€03(21) |Reinforced Concrete Pipe Class 1]
A1 0,61 uwp m 2.700 231 0.624
3C| 0,91 n@ m 5. 000 - -
30| 1.07 ng) m 6., 300 W2 0.265
4G | Class 1V 1,52mp 19.000 J1 0.31%
604(3) Collectors c/u | 9,500 32 0. 304
602C(1) | Reinforcing steel kg 40 4,830 0.193
Road 21.794
La Chepa River Bridge 1.061
TOTAL ¢ 22.8% x 10

6
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ESTIMATE

SUB-SECTION :
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Colonia Puntarenas - Llano Azul (S)

Long. 6.9  km
[tem No. DESCRIPTION UNITY| uniT QUANTITY COST
PRICE

201(3)A {Top soil Removal m3 80 18. 700 1.496

203(3) |unclassified excavation m3 90 15.700 1.413

204(1) [Compacted subbase n3 400 13.800 5.520

206(1) )Structural Excavation (Pipes) m3 400 840 0.336

206(1) |Structura) Excavation (Boxes) m3 400 120 0.048

206(1) IStructural ELxcavation (Cannals) m”? 300 960 0.288

602A Structural Concrete Class X m3 6.400 84 0.546

6020 ) Structural Concrete Class A m3 7.500 42 0.315
603{21) |Revnturced Concrete Pipe Class 11

N 0,61 ) R 2.700 116 0.313

3C| 0,91 -~ m 5.000 53 0.265

301 1,07 m 6.300 95 0.598

AG | Class IV 1,508 15.000 by 0.6130

604(3) Collectors c/u | 9.%500 21 0.200

602C(1) Reinforcing steel kg 40 3.255 0.130

Road 12.008

Chimurvia River Bridge 1,666

6
TOTAL € 13,674 x 10
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SOCIAL SOUNDNESS ANALYSIS

A. INTRODUCTION

Much of the quantitative data utilized in this analysis derives from
two sources: the 1973 population census and a survey of 401 small
fammers and daily wage agricultural workers, which was undertaken in
March, 1982 in the Project area (298 interviews) and in a neighboring
canton (Los (hiles). The data from both sources neads to be interpreted
with considerable caution: Mg concerns the census data, there have been
many changes in the past 10 yearsr as regards the recent survey data, it
presents a gcod picture of the small fammer/landless agricultural worker
segment  of the population in the Project area, but is hardly
representatise of the arca ans a whole. For example, 82% of th~ famm
operators iaterviewod had properties of less than 50 hectwcs; the
cennus dats indicates that only 208 of the farm properties fell into

this categcry.

Oother .nformational sources drawn upon are Ieports by Ministries aml
Agencies  e.g. the Mrarian Development Institute and the Ministries of
Health ar' BEducation) in matters of their specific concern. All of the
above was supplementxd by impressionistic data from consultants' reports
(e.g. the lanl use gituation describad in the Environmmental Analysis
gection of this paper) amd {rom interviews with officials and farmers in

the Project area.

B. Socio-Qultural ¢ ontext

1.  Spacial Popu lation ha racteristics

Thles MNou. 1, 2, and 3 provide hasic data about the Project
arca: population estimites; population density trendsy urban and hamlet
corcentrations; ote. T significant features that emenmye from thin
data is that we are dealing with a reqion thats

(a) in s ly populated, b which - for moat of the area
= ia being sottled at o rapid rater

(h) hag the oacrwhelming balk of {tn population concentrated
{n muall villages and hanletng

2. Citimnsiap

Ncconling to intormal acooantt,  the {inftinl colonlzation am

apeniiny up of the arca occarred within the lant 50 to 60 years, with
many of the inltial nettlern canfig from Nearsa.
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a) whatever land was free or unused 10 years ago is no longer
in that condition;

b) that most of the expansion in laml use is in pasture; and

c) there are probably more famn units now than the 2,047
showii on Table No.4, but that the increase is not proportional to the
increase in population density over the past 10 years.

The Envirommental Assessment Team (and other lani surwys) also
indicate that approximately 50% of the land area in the project zone i3
guitable Ior annual and perennial cropping. Thus, over the long run, as
economic ‘mpediments to more intensive land use are removed and are
replaced oy incentiwves, one ccald anticipate gradul but subgtantial
conversion of pastures to crop land.

In sum, we are dealing here with an area of high agricultural
potential, low but increasing population density-now being utilized in
oxtensive fashion. 1t would scan likely that  improvements in basic
infrastructure (primirily in the all weather roavl network) will initiate
the dewelopment process. There are obviously other requirements.  Some
of these are being mponsored and  finwnced by other donors, e.g.
electrification, anl agricultural extennion and rescarch work. Others
can most appropriately be consideradl alter the basic infrastructure is

in place.



Sta Cecilia District

LAND DISTRIBUTION PATTERNS BY CANION —

TABLE 4
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1/

Under 10 Has.
10-50 Has.
50-500 Has.
Over 500 Has.
Totals

Upala Canton

Uder 10 Has.
10-50 Has.
50-50C Has.
Over 500 Has.
Totals

Guatuso Canton

Under 10 Has.
10-50 Has.
50-500 iasg.
Over 500 Has,
Totals

Total Project

Under 10 Has.
10-50 Hs.
50-500 lias.
Over 500 Hag.
Totals

N>. Farms % Area (Has.) % of Area
2 1.6 3.1 0.1
49 39,2 1,428.6 11.7
71 56.8 8,065.1 66.1
3 2.4 2,700.0 22.1
125 100.0 12,196.8 100.0
286 19.8 1,962.3 1.0
718 49.6 19,553.2 21.9
427 29.5 52,122.6 58.3
17 1.2 16,794.5 18.8
1,448 100.0 89,432.6 100.0
30 6.3 152.6 0.3
214 45,2 6,340.6 14,2
217 45.8 24,032,5 55.5
13 2.7 13,145.0 30.0
474 100.0 43,670. 100.0
318 15.5 2,118.0 1.4
981 47.9 27,322.4 18.7
715 34.9 84,220.2 57.6
33 1.7 32,639.5 22.3
7,047 7100.0 146,300.1 100.0

_l/ Source: 1973 Population Census as reportal in IDA document, La
Tonencia de 1:'\'_'_5_'13:"1_‘1‘«‘) on la Ryg ién Norte del Paiq, July, 1982,

((}*
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5. ILand Tenure

Table No. 5 summarizes the status of settlement activities of
the Agrarian Reform Agency (IDA) in the Project zone. Most of the land
has been purchased and assigned to sattlers (many of whom were
squatters). There are scme cases where the land has been acquired and
is occupied by settlers whose rights are not recognized by IDA.

TABLE 5

LAND REFORM AGENCY (IDA) SPONSORED SETTLEMENTS BY DISTRICT l-_/

NO. OF SETILEMENTS AREA (HAS.) NO. OF FAMILIES

Upala Canton 8 5,523 240
Upala District 5 2,130 145
Aguas Claras District 2 2,745 69
Dos Rios District 1 648 26
Guatuso Canton 8 3,614 146
Buenavista District 8 3,614 146 2/
Total for Project Area 16 9,137 386

1/ Source: Draft Report by IDA: "la Tenencia de la Tierra en la Regidn
Norte del Pais", July, 1982.

2/ Corresponds to 4 of the 8 settlements. Number of families for other
4 not available.

Table No.6 indicates, on the basis of fommal complaints by
landowners, the number of families taking up illegal occupation of lamd
by year duringy the period 1966-82. The IDA report from which this
chromology is extracted does not indicate how many farms were affected
in arny given year. Thus, we cannot correlate this data with the Table
No. 7 figures, which deals with the same 242 families and does show area
ard number of farm units affected on a cumulative basis. We are also
unable at this point to correlate the data shown on Table No.5 with that
on Table No.7. In other wonls, we do not know how many or which of the
illegal occupation actions resulted in an IDA sgponsored settlement.
Howowr, in aggregate terms it would appear that IDA has been keeping
pace with the demand side of the ecquation, as evidenced by land owners
camplaints.

The abow comclusion is supported hy evidence from informal
{ntorviews in the Project area, where officials and famers repeatedly
stated that, at prepent, there was minimal land invasion activity or
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other evidence of pressure on the land from landless peasants. Rather,
the temdercy was for large cattle operators to purchase ami consolidate
small holdings. These findings have been corrobarated by IDA.

This thesis is further supported by the evidemce from the 1982
Poverty Survey. The 401 families interviewed comprised 92 daily wage
laborers and 309 farmers. The tenancy status of the 309 is as follows:

No. 3
Owned the land 236 76.5
Rented the lamd 31 10.0
Granted use of the lamd 35 11.3
Squatting 5 1.6
Other Arrargements 2 0.6
TOTALS 309 100.0

It should be noted, however, that in the cantons to the East
amd West of the Project area (i.e. Los Chiles and La Cruz) the situation
seems to be quite different and shows considerable illegal invasion
pressure on the land. With the openingy up of the Project area as a
result of the proposed road construction, it is not inconceivable that
sane of these pressures will shift into Upala and Guatuso. It would
seem prudent for IDA to have some land available to respond to such
pressures as a sort of "safety valwe". In any event the combination of
low population density, extensive land use potential for intensive use,
and abserce of illegal settlement activity makes the area ideal for
colonization efforts by landless fammers coming from other regions of
the country where there is considerable pressure on the land.

TABLE 6
EVOLUTION OF ILLBGAL SQUATTING QOOMPLAINTS BY YEAR AND CANION l/
NUMBER OF SQUATTER FAMILIES
UPALA CANION GUATUSO CANTON TOTAL

1966 7 - 7
1969 26 - 26
1972 - 22 22
1973 20 27 47
1974 2 - 2
1975 43 60 103
1976 3 - 3
1977 2 - 2
1978 1 2 3
1979 15 - 15
1980 - 10 10
1981 2 - 2
1982 - - -

1/ Source: Draft Report by IDA, La Tenencia de la Tierra en la Regitn \X
Norte del Pais, July, 1982. O
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TABLE 7
ILIAGAL SQUATTING BY DISTRICT 1/
NWMBER OF NUMBER OF FARMS
SQUATTERS AFFECTED ARFEA (HAS.)

Upala Canton 121 13 1,823

Upala District 80 7 473

Delicias District 1 1 30

San José District 20 1 990

Bijagua District 3 1 35

Dos Rios District 1 1 87

Other Areas 2/ 16 2 208
Ia Cruz Canton

Santa Cecilia District 49 5 176
Guatuso Canton 121 6 2,907

San Rafael District 22 1 1,000

Buenavista District 60 1 499

Other Areas 3/ 39 4 1,408
Project Area Totals 291 24 5,506

1/ Corresponds to formal complaints filed by land owners over past 17

- years. Figures are cumlative and do not necessarily reflect
current situation. Source: IDA Legal Department as reported in
"la Tenecia de la Tierra en la Regién Norte del Pais", July 1982.

2/ Identified as being located in "Tambor" and "Segumio”.

3/ Identified as being located in "Guatuso", "Guayabo" and "Pmapola“.

6. Basic Services

There are two ways of approaching this topic: (a) how the
project area compares to the rest of the country and to other rural
areas; and (b) the situation per se.

From the comparative standpoint, there is little question but
that the two cantons (Upala and Guatuso) that make up the hulk of the
Project area are amongst the least priviledged in the country. A basic
gervices study done by MIDEPLAN in 1979, "Mapa de Pobreza Rural”,
covering the 52 rural cantons of the country, ranked Guatuso as 52rd.
and Upala as 50th.
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In another study undertaken by MIDEPLAN in 1980 L/,
appropriate GO®R Ministries and Agencies were asked to rate each of 105
villages and hamlets in Upala Canton on a scale of 1 to 10 (using San
José as a point of reference for a score of 10) as concerns the adequacy
of eleven Dbasic services (water, sanitation, garbage, cammnity
services, roads, electricity, street paving, health facilities, housing,
aqueducts, education facilities). The maximm possible score (i.e. the
San José level) would be 110. The composite scores are shown in Table
No.8. As can be sern, 89 of the 105 villages (85%) scored under 40.

TABLE 8

LEVEL OF BASIC SERVICES INDEX

UPALA CANION, 1980

POINTS SAORED NWMBER OF TOWNS OR HAMLETS PERCENTAGE
70 or over 1 0.6
60-69 3 2.9
50-59 2 1.9
4049 10 9.6
30-39 30 28,6
20-29 43 41.1
Under 20 16 _15.3
105 10n.0

Another comparative indicator is infant mortality: for Up_g}a
Canton in 1977, 40 per 1,000 (down from 63 per 1,000 in 1973)4/,
compared to a natiomal average of 19 per 1,000 and an average nationwide

in rural areas of 27 per 1,000.

Looking at the area specific data on health amd education
facilities, and the use thercof, the situation does not appear to be
quite as black as the camparative data inlicate.

Table No. 9 gives recent da:a on school facilities and
enrollment. As can be secen, the primary school situation is well in
hand. In the 1982 TIoverty Sarvey, over 90% of the 401 families
interviewed reported casy access to primary schools. Secondary level
schools are obviously insufficient and camplaints about access problams
to the two sccomlary schools in the Project area were frequent.

1/ As reportel in MIDEPLAN document.: "Negarrollo Rural Intogrado de 1a
7one Norte, Ancxo 5 - Detemimcién de la Moblacién Directamonte

Beneficiala por el Proyecto (Gnpo Meta)”.
2/ (CAF Report

\
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An indicator of the chamge in the educational situation can be
found by camparing the Table No.9 enrollment figures to the educational
ani literacy attainment data derived from the 1982 Toverty Survey, For
Heads of Household, illiteracy ran about 508 /.

Rucational attaintment by level campleted was as follows:

Percentage
No schoolimy 42.0
First am Second Grade 15.7
Third to Fifth Grade 25,7
Completed Primary School 14.2
Secordary or Higher Blucation 2,2

With the lewl of enrollment of children now being
achieved, it is obvious that 10 years from mw the illiteracy level for

heads of household will have fallen dramatically.

1/ There may be same definitional problems hera: the 1973 Census shows
for the population over 10 years of age, the following illiteracy
figuren: 288 fo Upala Cantony 293 for Guatuso Canton, ani 38% for
the Santa Cocilin District.



UNCLASSIFIED
ANNEX 7
Page 12 of 19

TABLE 9

EDUCATION INFRASTRUCTURE AND MATRICULATION BY DISTRICT, 1980 _1_/

PRIMARY SCHDOLS SEQNDARY SCHDOLS
Initial Initial
Number Fnrollment Number Enrollment
Upala Canton 82 5,488 1 422
Upala District 27 1,732 1 422
Muas Claras District 14 957 - -
San José District 15 976 - -
Bijagua District 9 558 - -
Nelicias District 10 823 - -
Nos Rios District 7 442 - -
Ia Cniz Canton
Santa Cecilia District _?_ _5_!11_ = =
Guatuso Canton 3 1,260 1 145
San Rafael District 23 832 1 145
Bucnavinta District 7 317 - -
Cote District 3 111 - -
Project Arca Totals 124 7,329 2 567

l/ Source: Ministry of Education, Centros Educativos de Costa Rica,
1980.

Table Ho.10 provides data on health facilities in the Project
Area. In the Iubverty Survey interviews, 306 families (76.3% of those
interviewxl) reportad that they usad the health post and about 50% of
those using the service found it was reamnmably accessible; while the
rest hawl  access  problems. Tore were sare reports of  existim
facilities not being used due to lack of personnel, cquipment  or
swpplies (c.q. the mternity facility in Guatuso). There were also
complaints alout lack of ambulances and bad roxlg in conncction with
mxlical services.

The nutrition centers are apparently well utilizxl,  Childron
from n.proximitely 553 of the 401 familien i cerviownl received msalo at
those facilitien. ‘Thore were, nowertholens, pernintent reports of high
loveln of first degree malnatrition, bised montly on height measurement.

7]

[y
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TABLE 10

HEAUTH INFRASTRUCTURE BY DISTRICT 1/

Health Nutrition Riu- Rural
Centers cation Centers Health Posts Other

Upala Canton 1 3 10
Upala District 1 1 3 Mobile
Dental
Unit
IMguas Claras District - 1 2
San Jood District - 1 1
Bijagua District - - 1
Delicias District - - 2
Dos Rios District - - 1
Santa Cruz Canton - 1 1
Santa Cecilia District - 1 1
Guatuso Canton 1 3 3
San Rafael District 1 2 1
Buenivista District - - 1
ote District - 1 1
Project Arca Totals 2 7 14

At the househnld lewvel, the survey showed that 88% of the
families had latrines and 4% had septic tanks. Howewer, most sources of
potable water were insatisfactory, as were garbyje di mposal practices.

Houning quality and owrcrowling, an evaluated by interviewers
in the Rural Toverty Survey, iu shown in Table Ho.ll.

The most. serioun Ceficiency in basic servicen, and the one that
corremponin overwhelmingly to the too priority in the felt neols of the
{inhabitants of the region, in all weather roids, Ioth of a cannectimg
mature to the rest of the oountry, ant intermilly within the Projoct
Area. When remarks are made atout political/social frustration in tho
area, the concern can unually be tracad to the rowl and acoess problem.

A atuly prepansd ly Bel Enginecers S8 reveald that the 359
lons of roxln in Upala resaltel in o road dennity inlicator (hoctaren/
kilanmters of road) of 446 haa/kn camparesd to the mtional average of
308 haa/km /. Howewer, 297 Kilometern (B3) of the exinsting roals in
Upala are dirt anl gravel which Bel classifiol as in "bad” conlition.
MIDEPIAN caleulated a canponite inlex hamsl on the lemgth and conlition

17 Mont of the data reflectn they situat ion fn 1979, an reporsd in the
Araft report by MIDEITAN, Eatulio de bhreza Rl - Zons thnt o,
1982,

g/ Bl Igenderfa, S.AG, Programa de Mantemabent o, Relabi Htacidn y
Mnjoramient o de Cendron V"Tt“"'l"" ‘“ “‘(‘)ﬁ"”'”” I, Oftubre, 1082
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of existing roads, population and other road variables to determine
which rural cantons required upgrading or construction of roads.
Guatuso and Upala again ranked as some of the worst rural cantons -
placing second and third in the ranking. At a recent "townhall meeting"
in Upala attended by Mission personnel to discuss tae neads of the
northern zone area, extremely vocal participants inlicated that adequate
roads were the first priority for the arca. They camplained that
harvestal crops could not be brought to market during the rainy scason
because of the impassable roads. The University of Florida and the AI
reports both concur that without significant road inprovements, the area
will remain occonamically biackward notwithstanding its agricultural

potential 1/,

Summing up the available data, scveral general conclusions can
be reached as follows:

a) There is a rudimentary network of basic services. Better
roads will make a significant difference in their utilization.

b) Miny of the deficiencies, ¢.g. potable water, slaughter
houses, garbage digposal, camwmnity centers, lend thenselves to remedial
action at the village lewel. The type of cammnity development activity
envisaged in this project can make a significant impact.

) Som: of the major infrastructure deficiencies, e.q.
electricity and roxls, will soon be remedied. Others, such as
additlomal secomtary schools, will probably have to wait.

1/ The 1982 Uniwrsity of Florida agronomic survey of the area
conclules that: "The causes of slow development of these lands are
relatal more to infrastructure amd socio-econmic factors than to

s0il properties”.

"J
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TABLE 11
QUALITY OF RURAL HOUSING IN PROJECT AREA 1/
Number Percentage
1. Type of Housing
Very poor 82 20.8
Poor 206 52.5
Modest 91 23.2
Comfortable 13 3.2
Very Comfortable _2 0.3
Total 394 100.0
2. Overcrowding
Yes 2/ 110 27.4
No 291 72.6
Total 401 100.0

7. Faming Practices

The Fcomomic Analysis Annex contains a rather detailed
description of the crops grown in the area, cultural practices, yields,
constraints, etc. This brief treatment of the subject attempts to
evaluate the degree of opencss to chamye.

The 309 famm operators interviewed in the Rural Powverty Survey
divided into two groups:

No_ —
Those using hired labor 34 11
Those using mostly
family labor 275 89
309 100

1/ Source: From MIDEPLAN 1982 Rurnl Poverty Survey of 401 families.

2/ More than 2 people per room.

\0\
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The stratification of these famers by farm size was as follows:

FARM SIZE NUMBER __PERCENT
Iess than 5 Has., 95 30.8
5-10 Has. 37 12.0
10-19 Has. 53 17.1
20-50 Has. 69 22.3
50-200 lias. 55 17.8
Totals 309 100.0

Over half of the famers using hired labor had properties over
50 hectares in size.

Taking into account the high percentiage of family labor
operations and the preponderance of amall units, it is surprising that
40% of thosc interviewed reportedl that they had had access to credit —-
even if with difficulties. Thirty five percent reported that they used
chemical irputs amd/or purchased seed.  Thirteen percent reported that
they used michinery. While many reported that they had been exposed to
technical assistance, there wis a fairly unanimous feclirsg that the
product being retailed was unsatisfactory.

The corclusion one cames to is that if the abow situation
prevails for what is essentinlly the subsistance farmer component of the
famim community in the Project area, there is o reasomable chance that
infrastructure improvements (e.qg. the roads proposel under this project)
will finl a prolxtiw sector reidy to take advantage of the
improvement s.

8. Family Incame

The only data available on incame is that which came from the
MIDEPIAN 1982 Raral Poverty Surwey. As indicated earlier, the families
interviewed corresponl to the poorest scgment. of the population in the
Project area and, coonsequently, the data cannot be considered as
representative of the ama as a whole.

Table 12 sumnarizes the results of the survey. l'pplyirq as a
criteria, the ability to purchase what is in the "camsta hasica", i.e.
supposcadly the minimum foodl Mhagket requirements for a family of five,
the returns were ranked as follows, where "poor” ig just unler the value
of the "camsta bisica".

AVERAGE MONTHLY FMILY NUMRBER OF PERCENTAGE OF
CATEQRY INOOME (colones) FAMILIES FMILIES
Very poor 1,135 115 29.0
Poor 2,129 99 25.0
Hot poor 4,798 187 46.0
100.0

oV



UNCLASSIFIED
ANNEX 7
Page 17 of 19

The above bears out the impresionistic view we have of the
Project area: namely, that there is poverty present, but not grinding
misery, and that the prevalence of poverty is not as wide spread as is

generally reported.
TABLE 12

1/
FRMILY INGOME, 1981

2/
AVERAGE MONTHLY INTDME

3/
Colones US$ Equivalent

Famners Bmploying Paid Labor 4,900 123
Famers Using Mostly Family Labor 4,200 105
Daily Wage Agricultural labor 2,500 63

1/ Source: MIDEPLAN, Fitudio de la Pobreza Rural, 1982. Survey of 401

gmall famer families in Project area.

2/ Includes incame in kind.
3/ Gonversion at 1983 exchamje rate of ¢A0 = US$1.00.

C. BENEFICIARIES

There are four camponents to the Project, although one == Lamd
Purchase and Titling by the Agrarian Reform Institute (IDA) -- is to be
wholly finmced with local currency genorated by P.L.480 Title I sales.

The first ard major component, road construction, will benefit an
estimital 953 of the total population in the Project area under the
agsurption that the arcea of influence of the road extends 10 kilancters
on each side.  The nature of the benefits are wany and varied, ranginm
from casier access to health and education facilities to improved crop
production aml marketing practices, resulting in higher income.

The Community Developw:nt Mund component of the Project. will affect
approximately half of the villajes and hamlets in the Project area and a
samewhat lamjer percentage of the population. Since it is intended to
emphasize nocial infrastructure type projectn, ¢.q. water mpply, access
roads, ctc., all age and nex groups of the population nhould benefit

cqually.
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The third Project camponent, special area studies and pilot projects
canmot, by its nature, be related to beneficiary groups at this time.

The land purchase and titling camponent may be expected to benefit
approximately 700-800 familiea who will be settlal on the lanls acquired
by IDA and 1,000 mmber of families who will be assisted to legalize
title to their properties, thua facilitating credit obtention and
improving the capitalization status of the operations of the farms in
question.

There does not appear to be any identifiable growp of pecople who
will be adversely affected by any of the activities planned under thn
Project. Neither is there reason to believe that the project activities
will, in and of themselwes, within the time frame of the Project, have
ary significant effect on income distrition, land tenure, anl similar
equity factors as concerns the present population of the Projoct area.
The 1,000 familics (equivalent to 18% of the current population) who
will receive land unler the in-migration colonization program related to
the lanl purchase camponent of the Project will obviously cause a change
in incame distribution and other equity factors in the area.

D. PARTICIPATION

There has been no direct participation by residents of the Project
area in the planning of the project. Howewver, their assesanent of needs
and priorities as concerns gowerrnment assistance has been consulted via
a survey and in other fashions. The project takea these assepsmento
fully into accamt, anl remonls to the owrwhelming priority placol on
improving the rowl gystem by all strata of population in the area.

As concerns beneficiary participation in project exocution, it neads
only to be pointed out that the entire Comminity levelopment Famd
camponent  will consist  of projocts  decided apon  and execcuted by
camunity level groups,

E. SOCIO-QILIURAL FEASABILITY AND IMPACT

This in a very simple and direct project whichs

a) resonls to GOCR prioritien for new development initiativos
geographically;

b)  within the priority ama, remonds to the invostment priorities
emphasizxl by the intubitants of the rogiong

c) bocause of ita banie infrantmucture natuns, will fmpact browlly
on all amects of life in the raglon.

We do mot anticipate amy soclo—cultural typen of problems ariaing
Adurim fmplementation,

et
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F. ISSUES

The only social iasue of any consequence with reqard to project
success that can ke identifiad at this point in time relates to possible
massive inflow of refujees from the civil conflict in Nicaragua. It is
an eventuality that cannot and should not be planned for in advarce.

e
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Personnel Activities

The environmental assessment team sssembled by Hartshorn
included TS8C members Dl P Gary Hbiles, ornithologist and ecolo-

gist; For. Eng. Rafael Bholafios, specialist in land-use capability
classificationy Dr. Joseph Tosi, ecologist and geographer; and
Dr. Gary Hartshorn, forest ecologist and dendrologist. This
summary report was written by Hartshorn and reviewed by the other
EA team members.

EA team activities included a review of relevant literature
(see the attached list of pertinent references), discussion of
construction specifications and proposed routes for road im-
provement with BEL Engineering (Co. (under separate contract with
AID), a low-level aerial reconnaissance of the entire project
area (hy Hartshorn, Bolafos, Stiles and Tosi), 18 person-days (by
Hartshorn, Bolafos and Stiles) of field reconnaissance by jeep.,
boat and foot, and numerous post-reconnalssance discussions with
officials of SPN, DGF and DVS, MN, as well as AID/RD and the
AID/TDY economic team.

LOCATION OF FROJECT ACTIVIVIES

The possibility of small hydropower electrical generation
facilities would involve the numerous rivers flowing north  from
the Guanacaste Cordillera (consisting ot OQros{-Cacao, Rincdn de
la Vieja~Santa Maria, Miravalles, and Tenorio volcanic massifs)
through the project area to Lake Nicaragua. Virtually all towns
in  the project area are situated near a river or large coreelk,
emphasizing the importance of navigation by small boats on  the
lLarger streams. The principal rivers, source area and major
towns are listed below:

RIVER SOURCE AREA MAJOR TOWNS

Sucio voleéan Or oel Santa Cecilia

Orosi Volcarn O ost -

l.as Haciendas Cerro Cacao Brasilia

Fizote(Nifo) Cerro Cacan San Jose (Fizote),Cuatro
Bocas, Birmania

Cucaracho Rincon de la Vieja Dos R os

Azul Rincon de ta Yieda -

Fénjamo RincoHn de al Vieja -

Jalapiedras Volecdan Santa Marda -

Aguas Verdes Volcén Santa Mar{a -

Cafn Negro Volecén Santa Marfla -

Negro Volcdn Santa Maria -

Ranudal es Volcan Miraval les Aguas Claras

Frijoles Volocan PMrraval Les San Teidro, Chupulﬂn

Guacalito Voladn Miraval les Morenon Cafias, Santa Clara

Canalete Volchn Miraval les Canalete

Zapote Volcdn Miraval les Lapote, Canalete, Upala

Bi jagua Volcan Tenorio Bidacgua

Chimurei é Volchn Tenorio Colomnia Funtarenas, Chi-

marria Arviba and Chimurria Abajo

4
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Rito Volcan Tenorio Los Angeles

Monico Volcan Tenorio -

Euenavista Volcan Tenorio Huenavista

Samen Volcéan Tenorio -

Frr-io Cordi llera de Tilaran Gan Raftael de Guatuso,

Flayuelas, Los Chiles

BEL Engineering Company proposes new roads and improvements

to existing roads. Two types of roads are envisioned: a trunk
highway f(two lane, all-weather, gravel) and several spur roads
departing from the trunk highway. The proposed trunk highway of

approximately 100 km will connect Santa Cecilia de La Cruz and
San Rafael de Guatuso, passing through or near the towns of
Frrasilia, Birmania, Forvenir, Cuatro Bocas, San José (Fizote),
Upala, Chimurria Abajo, Colonia Funtarenas and Samen. The entire
route follows or closely approximates existing, mostly dirt roads
now only passable in the dry season.

The spuwr  roads proposed for improvement to gravel, all-
weather status sare the followings (1) Santa Cecilia north to La
Virgen (ca. & m) () RFrasilia south to Dos Rios (ca. 14 km);
(3 Cuatro Bocas south to San lIsideo (ca. 10 km) s (4) Colonia
Funtarenas west to the Rio Zapote near Canalete (ca. 7 km)g (3)
Colonia Funtarenas northeast to Los Angeles (ca. 10 km)y and (&)
San Rafael de Guatuso north to Buenavista (ca. 10 km). Approxi-
mately 757 of the &0 km of proposed spur roads traverse i1sting
dry—-season "roads".

AID has not  yet 1dentified potential recipients of the
proposed  community development fund:; however, the seven towns
connected by the trunk highway and the +ive towns reached by spur
roads will certainly experience a growth boom directly related to
or perbaps even anticipating road toprovements. Fresumably, each
of the 12 towns as well as others in Lhe region will be consi-
deraed as candidates for fainancial assistance through the AID-
sponsored conmunity development fund.

ECOL.OGICAL. CONSTDERATINSG

Life Zones (Bioclimatic Conditions)

Most of the lowlands 1n the project area are classified
ecologically  as Tropical moiret forest life zone (TSC 1968; Tosi

1969) . with mean annual rainfall ranging from 2,200 mm to 3,000
mm and mean annual biotemperature of 25-26°C. In this life zone
the effoctive dry season (Jess than 100 mm/month) 15 usually
three months (Febhruary-Rpril). The relatively low annual  rain-

fall, moderate dry season and mostly good to excellent seoils (see
helow) combine to mabe this o anigue region of Costa Rica.

The ascending  northern foothills and lower slopes of  the
Guanacaste Cordillera braing more moist conditions duwe to  advec—
tive riaantall and cooler Lemperabaroo. fhe wetloer areas begin at
the bhase of the northern foollhalls and aro clavseidied ecologreal-
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Another additional spur is recommended from Dos Rios to
Buenos Aires  (ca. & km) and possibly continuwang on  to  San
Isidro {another 195 kEms), to improve access to the excellent soils
for  dairy farming. The latter should be conditional upon the
development of a milk processing +acility in Dos Rios.

The EA team found that an adequate secondary road already
erists to Buenavista (departing from km 11 on the Guatuso-Maguen-—
cal road), hence the construction of a new spur road is redundant

The EA team concwr o o with the proposed routes of the other
spuwr roads, Brastlia south to Dos Rfos, Cuatro Bocas south to San
Isicdro, Colonia Puntarenas west to the o Zapote and  Colonia
Funtarenas northeast to Los Angeles,

Road design includes acceptable cut and i1l procedures to
prevent iopeded dratnage and stagnant water. The only recommen-
dation 15 that the road constraction companies should be required
to  adhere Lo Uthe desion spec tications,  perbhaps by posting a
sign)fircant bond.

Land-Use Controls

Extensive pasture {or beef cattle is the dominant land use
in the project area and will continue to be so unless heroic
efforts are made to protect small farms and  farmers. Unless
administrative, fegal  and/or  tinancial controls are placed on
land use, the project areda will shortly be devoted almost exclu-
sively to beet cattle. A striking ezample of this pattern can be
seen along the F1 Tangue-Monterrey-5an Ratael de Guatuso  highway

now under conslruction., Cacept for one tiny patch ot plantains,
actual land use along the new hrghway 19 10074 pasture, regardless
of Parnd-use capabr L by, Gpeci i and annovative approaches will

be regquared i the project area o small farmers and the country
are  to realitce Lhe agricattural potential of the soi1ls  suitable
for basio graitns such as corn, beans and rice. One suggestion is
Lo cone Lhe project area tor Land use capability at a scale no
amaller than 1:H0,000 and restrict credi t programs according  to
zoned land uvae capabii b by.

Flora and Fauna Inventories

Al though numerous small patcoches of remnant forest remain in
the project area, any ome patoch i1s probably too small to function
as a viahle conservation umt (except for the proposed Caho Negro
Wildlite Hefuge), Never theless, o systemabtic etfort in biologi-
cal tnventor tea  and coblectang wonld provide a mach more  sound
evaluation of species an the proyect area and an assessment of
critical  habha Lade for endangered or threatened species. A pro-—
ject 1o tnologrcal anventories <hould bhe able to provide recom—
mendcat s one for he esbab b tshment of some smal l biological e
corves an the el ly roegrone, e h as the Fita Cafo Negro, L.omas
Buenaviobo and Montafiac | as Mar Tao. Foeological surveys in the
projoct area condd aluo be need to adjuast the torest reserve

| I
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boundar tes  or  delineate  protecthion cones  of  the  hydrologic
eSO on the north side of the Guonacoste Corda ) Ler i

There is sufficient biological and ecological expertise in
Costa Rica to conduct the recommended inventories. [t is reco-
mended that TSC be contracted to coordinate the activities of
participants from national wniversities and institutions, such as
the Museo Nacional. The inventories should occur over at least a
one-year periond and preferably over two years.

Cafilo Negro Wildlife Refuge

Eecause of the outstanding ecological and biological fea-
tures of the Cafo Negro ecosystems and their uniqueness in  the
country, the DVS efforts to establish a wildlife refuge in the
project area should be strongly supported through the AID
Northern Zone Infrastructuw-e Development Froject. The Cafio Negro
region contains the only significant natural ecosystems remaining
in the project area. However , continued forest cutting and
burning will reduce the shrinking forests and could easily de-
stroy remaining forests in one to two years.

AID support to DVSG for consolidation of Cafio Negro Wildlife
Refuge could be modeled after the Feruvian Selva Central Froject
for the Falcazu valley or the SFN component in Froject OI2 for
Braulio Carrillo National Fark. The EA team concurs that without
foreign financial assistance, the Cafio Negro Wildlife Refuge will
not become a functional conservation unit. Furthermore, failuwe
to consolidate the Cafo Negro Wildlite Refuge betore commencement.
of the road improvement project would seriously jeopardize the
few remaining natural  ecosystems and the many endangered or
threatened species in the Cafo Negro region.

Ideally, all the seasonally flooded lands peripheral to Cafio

Negro lagoon should be ipcluded in the wildlife retuge. The
refuge should also  include the two peninsulas of  firm  ground
separating Caffo Negro lagoon from the Llanos 1l Marillal. The
amaller and disjunct swamp areas to the west Gnoluding Camel ias
lagoon) could be incorporated administratively as satellite por-
tions of the Cafo Negro Wildlife Retuge. The EA team recommends
the +ollowing priority ranking of areas to include in the wild--
life reftuge: (1) Cafo Negro lagoon and bBosque de Camibar s (2

seasonal 1y  flooded marshes serviced by Cafio Fatos, Rio MOnico,
Cafo  FRetel., Cafo Blanco and the R{o Fr{o north and south of the
Tagoonns D Camelias Lagoons (4) extensivo Sl o (Raphi o Goedd o
gera) swampss; and (5 the disjunct swamps and marehes west of the
COre area.

13
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SIMMARY OF EXISTING/ PROFOSED NORTHERN ZONE ROAD ACTIVITIES

The proposed road improvement activities have ' :en coordinated with
the Ministry of Public Works and Transport (MOPT), the Interamerican
Development Bank (IpB) amd the Institute for Municipal Development
(IFAM). Table 1 and the attached map tchow that there are a number of
existing or planned road improvement activities in the Northern
Zone-principally with financing from the IDB, The IDB road segment s
inrcluded in Table 1 are now transitable during the wet scason and will
be paved by the date indicated. The roads which will be improved under
the Project do not duplicate but ratner complement these other road
improvement activities. Indeed, the Mission looked at the access
problem in the Project area before anciding cn the selection of the
roads which would be upgraded in tems of a coherent and viable road

system or network.

The Mission also discussed with IFMM the feoder road construction/
improvament activities which would be financed under the IDB's $9.75
million Municipal and District Development Loan. This Loan is currently
in the Legislative Assembly awaiting ratificationy construction on roads
should begin in carly 1984, IFAM's Engineering Scction has tentatively
allocated approximately 30 kms. of roads which will be constructed or
improved in each of the following cantons of the Northern Zone: La
Cruz, Upala, OGuatuso, los Chiles, San Carlos amd Sarapiqui. IFM has
identified road sections 'n the cantons of Los Chiles and Upala which
will be financed under the loan mut mone as yet in tle canton of Guatuso
or the Santa Cecilia district of the canton of La Cruz which form part

of the Project area.

In Upala and Los Chiles the following road scctions nawe bheen
identified:

ROAD SECTIONS (letter corregponis to Map location) LENGTH (kms)
{UDPALN)

a. Santo Dominmjo-La Palmera-Trunk Rond 8.5
b. Iap Delicias-Pavas-Ganta Clara 8.0
b, Quebradag-Pavan 3.0

6.5

c. El Socorro-San Isidro-Chimuria Axjo
TOTAL 26.0

(195 QHLED)

d. Ternjn ColoradoMedio Queno 6.6
d. Moxlio Queso-Pueblo Nuevo 11.0
d. Medio Queso-(oquitalen 5.8

3.7

0. Terron loralo-la Vimen
TOTAL 27,

&






10.

11.

12,

13.

Muelle-Terrdn Mloralo
(Secord Stage Better-
ment Program - to
paved status).

El Tanque-los Chiles
(Third Stage Feeder
Road Program - to
paved status).

San Miguel-Aguas
Zarcas (Third Stage
Feeder Roal Program-—
to paved status).

San Miguel-Chi lemate
(Second Stage Better-
ment Program - to
paved status).

IDB

IDB

IDB

IDB

11.8

33.7

31.8

70.0

311.0

73.0

96.0

Number corresponds to road section indicated on Map.
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1.75

7.78

1.82

2,40

December 1983-December
1984 (ready for bids).

Under construction, 85%
completed. Completion
expected by December
1983.

Under construction,
completion expected
August 1983.

December 1983-June 1985
(ready for bids).

Second Stage Bettemment Progcam is financed by the IDB under Ioan 603-SF and 364-0C
Third Stage Feeder Road Program is financed hy the IDB under Loan 517-SF and 10 IC

Total cost includes loans and counterpart cost.

the rate of ¢40=$1.

Colones converted into dollars at
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PROJECT ODORDINATION AND AREA DEVEIOPMENT STUDIES COMPONENT

(Three Year Cost) — (Thousands of Dollarvs)

BUDGET

Area Development Studies
Fund

Project Advisor

Project Coordinator and
Local Staff

Office and Housing Purchase
or Rental

Vehicles (Two - 4 wheel
drive units)

Office Furniture and
Equipment

Operating Expenses (Gas,
011, Repairs, per
diems, ctc.)

Contingencies

TOTAL

A.1.D. @Cr 1/
IDAN GRAN'( $(000) TOTALS
$ 250 - $ 250 $ 500
- 375 - 375
- - 140 140
- - 40 40
- 20 - 20
- 5 10 15
- 15 20 35
—_ 8 —_ 85
250 500 460 1,210

lj P.L.480 Title 1 Generations,
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A variety of potential areas for future investment in both the private
and public sectors have been fdentified in the reports on the Northern
Zone (see Annex 14) ., However, because of a general lack of specific
Information pre-inves“ment/feasibility studlies are crucial to
efficiently target future Investments., The Tahal Consulting engineers'
report contains some examples of agro—industry Investments based
inftlally on existing crops  and 1livestock activities. Among the
examples of sgtudies worthy of funding under this component are the
following:

1. Feasibility Studv on Farm and Off-Farm Grain Drying and Storage
Facilities - This study would analyze projected increases in the
production of legumes and grains 1In the area and assess the
requirements for and location of off-farm facilities. 1In addition,
it would analyze the viability of on-farm drying and storage
investments.

Level of effort - ¢ person months
Estimated cost - $60,000

2, Cassava Production and Processing Feasibility Study - This study
would analyze the demand for cassava based animal feeds, the
technical constralnts to increased commercial production of cassava,
ce~ts of production and returns to farmers, and the feasibility of
re-opering the cassava processing facility in Cludad Quesada.

Level of effort - 8 person months
Estimated cost - $90,000

3. Dairy Production and Processing Facility Feasibility Study - The
purposie  of thls wstudy would be to analyze the feasibility of
expanding dafry production In the Dos Rios-Buenos Afres region and
the viability of a dalry processing facility. Among the topics to
be covered would be a demand analysis, technical constraints, credit
requriement s, ete.

Level of effort - 6 person months
Estimated cost ~ 360,000

4. Small Hydropwer Feasibility Study - The purpose of this study would
be to analyze the feastbility of constructing small hydropower
fnstallattons on the castern tlopes of the Cordfllera, The study
would analyze suftable sites, stream and river flows, potential
users, and costs of hudro=plants with varylng electrical pencrating
capaclties,

Level of effert - person monthe
Entfwated cost - $60,000
5. Flora and Founa Inventory Study - As tndlcated {n the Environmental
Avseunment Httle fu known about plant and animal dpecfets In the
project  area, The  purpose ot thin ntudy  would be  asucess  the

exlutence of posnlble endangered spectes wo that tuture development
activitlen can take pluce with winimal environmental eftoctn,
boettort - O person monthn
meted cont 300,000
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6. Land Preparation and Harvesting Machinery Services Study - This
study would analyze the projected demand for the services and the
posslbility of estabishing farmer cooperatives for this purpose.
Level of effort - 2 person months
Estimated cost -~ $20,000

7. Marketing Analysis - this study would analyze the possibility of
establishing cooperative organizations to handle marketing of
existing crops such as cacao, corn, beans, and livestock.

Level of effort — 4 person months
Estimated cost - $50,000

8. Variety Trails for Crops with Export Potential - a number of longer
term (two-three years) studies would be financed to test new crop
and varieties such as pineapple, cacao, cassava, etc. These scudies
would include site specific soils studies, pest and disease
resistence and ylelds. Plant experts would be called i- to prepare
the research format and provide assistance to field personnel. It
is estimated that approximately $40,000/year would he required to
carry out a crop specific study. Estimated total .ost for these
studies would be $320,000.

9. Analysis of Additiona. Public Sector Infrastructure Investment -
This study would analyze requirements for additional feeder road
upgrading in the project area based on development induced by the
trunk and radial roads.

Level of effort -~ 3 person months
Estimated cost - $30,000

There is no doubt that a significant need and demand for feasibility and
other studies exists. The total estimated costs for the {1llustrative
examples described above 18 $720,000., Additional areas for studies will
undoubtedly be presented during the life of the project. The Project
Coordination Office will have to carefully evaluate which studies should
receive priority.

WV
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@MMUNITY DEVELOPMENT FUND (DMEONENT: DETAILED QST

ESTIMATES AND OTHER QOMPONENT DETAILS

Te Mission has discussed the imputs required to effectively
inplement the Community Development Funi Component. DINADEQD would
provide, as counterpart, the galaries of the four area promotors amd
their swervisor as well as a vehicle for use by the Regional
Swervisor. The AID Ioan would finance the purchase of four
motorcycles, tape recorders amd blank tapes, office equipment, field
equipment and operating costs such as fuel and per diem incurred by the
four area promotors. In addition, if necessary, these funds could be
utilized to pay for some cof the technical backstopping from other
institutions should a particular community project require this type of
assistance. The local commurities would provide 30t of the total cost
of a project by contributing land and labor while AID Loan funds would
finance the remiining 708. The limit of $7,500 for any one community
project was based on discussions with DINADEQO management and field
personnel and is based on the costs of the twenty-five existing social
infrastructure projects in the area.

The Table below details the costs and funding sources for this
campon.nt (in $000).

YEAR
FUNDING SOURCE/ENTITY 1984 1985 1986 TOTAL
DINADEQD:
Salaries of promotors/supervisor 25 25 25 75
Vehicle 5 5 5 15
TOTAL DINADEQO 3C 30 30 90
A.1.D,
Comnunity bevelopment Funi 150 150 200 500
Equipment
Four 125 cc motorcycles 8 - - 8
Office luquipment 1 - - 1
Four Portable Tape Recorders 0.5 - - 0.5
Field lxuipment (Saddles,
porchos, aleeping bgs,etc) 1.5 - - 1.5
Sub-Total FEqipment 11.0 11.0
Operating Counts (fuel/per diem
anl repairs) 13 13 13 39
TOTAL A.1.D. 174 163 213 550
Local Commnitics: 04 _64 86 24
TOTAL COMPUNENT 268 257 329 054



Outputs from this component are as follows:

OUTPUTS 1984

Number of New Community
Groups Orqanized 20

Number of Legal renewals
of Community Development
Associations 20

Number of Projects
campleted 20

1985

20

25

20
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1986 TOTAL
15 55
40 85
25 65

D



DATE

1983

June 15

July 15

July 30

August 5

August 5-31

Sept.15-30

Sept. 30

Oct. 15

Oct. 15-30

Nov. 1-30
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SCHEDULE OF MAJOR EVENTS

ACTIVITY

Mission contracts for aerial photography of Project
road sections.

AID/W authorizes Project.
Aerial photography completed.
Loan and Grant Agreements signed.

Pre-Qualification Notice published for firms interested
in performing detailed design work and supervision.

Loan Agreement forwarded to Leglslative Assembly for
ratification.

P.L.480 Title I Activity Agreement for Land
Purchase and Titling approved by AID.

Mission initiates action to purchase grant financed
vehicles.

IDA initiates land purchase activities.

Loan Agrecement ratified by Costa Rica's Legislative
Assembly.

Implementattion Letter No. 1 sent,

P.L.480 Title I Activity Agreement for
Coordination/Area Development Studies component
approved by AID.

@CR formally names MIDEPLAN Project Coordinator and
MOPT Project Engineer.

GO CR satisfles conditfon precedent to initial
disbursement.

Misston slgns contract with grant-financed U.S. Project
Advigor.
Implement ing, Agencles open Specfal Accounts and secure
@CR Budpget mwmodiffcation approvals from Controller
General,

VLC\



Dec. 1-31

1984

Jan 1-31

February

March 31

May
August
December
_1985_
January
December
_1986

December

1987

April 30
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Initial Advances for Loan funds made to DINADEOO and

MIDEPLAN accounts,

Engineering firm selected.

Contract signed with Engineering firm. Detailed design

work begins.

DINADEQ equipment purchased (off-shelf) ;

promoters instructed and begin work.
Project Office opened in Upala.
U.S. Project Advisor begins work.

All land to be purchased by IDA identified,
agreed upon and approved by AID.

IDA begins titling work.

First quarterly report recieved from

Coordination Office.
IFBs for construction work published.

Contract for construction work signed.

field

prices

Project

First formal, annual evaluation exercise undertaken.,

Koad construction begins.

Second formal annual evaluation exercise undertaken.

Road construction activities terminated.
Project Advisor's contract terminates.

Final evaluation undertaken.

Project Assistance Completion Date.
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GOCR AND AID REFORTS ON THE NORTHERN ZONE

Pgrarian Development Institute, Land Tenure in the Country's Northern
Region (Cantons of la Cruz, Upala, Los Chiles and Guatuso) - draft for

discussion, July 1982.

Agrarian Development Institute, Integrated Development Project of the
Northern Region of Costa Rica (Proposal), July 1983.

Agricultural Cooperative Development International (ACDI), Assessment of
Cooperative Organizations in the Proposed lorthern Zone Dew:lopment Area
amd Strategies for their Tncorporation into the Project, November 1982,

Bel Ingenieria, S.A., Feeder Road Maintenance, Rehabilitation amd
Improvement Program, Fiml Report to the MOPT, October 1982.

Bel Ingenieria S.A., Costa Rica Northern 7one Development Project-—
Technical Report on Road Improvements, May 1983.

Costarican Electricity Institute, Rural Electrification National Plan,
Second Stage 1980-1983 - Feasibility Report, March 1979.

Gory S. Hartshorn, Fnvirommental Assessment of the Project Area for the
Northern Zone Infrastructure Development Project, May 1983.

Leonard Kornfeld, Northecn Zone Infrastructure Development Project -
Social Sourdnes: Analysis, June 1983.

Ministry of National Planniny and Economic Policy (MIDEPLAN), Rural
Poverty Study 1982 - Northern 7one (Araft), May 1983.

Ministry of National Planning anl Economic Tolicy, Northern Zone
Integrated Rural Development Project (Ia_Cruz_and_Upala) and Annexes
1-16, San Jose, May 1982.

Ministry of National Plamning and Iconomic Policy (MIDEPLAN formerly
OFIPLAN), The Dimensiong of Poverty - Stuly of Rural Poverty in Costa
Rica, February 1981.

Municipal Development iyl Assistance Institute (IFAM), Operations
Department, Survey Results of the Socio-lionomic Stuly on Marketing_and

Feeder Roals for the (‘n_xltén of Upala, May—Jury 1983.

Mational Rural Flectric Cooperacive Agsociation (WRECA), Asgesament  of
the Feasibility of a Rural Flectric Cooperative for the Northern Zone

Trfiastractirn Dovelopnont Project Conta Rica, Ty T983.
Office of the Presidoency, Program Ourline for tho j)ﬂ;\gilmrle_n}_:wgf_ngﬁ
Northern Zone of Costa Rica (rodrafted May 5, 1982).
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Tahal Oonsulting Engineers ltd., Development Program for the Northern

Zone of Costa Rica, November 1982,

University of Florida (TSM), Technical Report on the Prospects for AID

Fconomic Assistance to ITQ) Asentamientos in the Northern Provinces of

Guanacaste amd Alajuela, February, 1982.

University of Florida (TSM), An Economic Anmalysis of the Proposed

Northern Zone Infrastructure Project, June 1983.
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on this subject, selected surveys and best current estimates are that at
least two—thirds of the total farms and about one-fourth of the famm
lards are currently untitled. This relationship is consistent with the
prevalent view that the titling problem is particularly germane to the
small farm sector and justifies IDA intervention. Recent surveys also
imlicate that the lack of title is particularly prevalent amongy the
small farm sub-sector of the rapidly diminishing agricultural frontier
areas which have been settled largely over the last ten to twenty years.

Land titling in Oosta Rica does not enjoy the simplicity possible
under a lorrens system relating ownership rights to defined land base.
There is also no hsis to agsune such a transfornmation could be effected
in the forsecable future. It isg perhaps best desciibed as a recording
gystem of the legal evidence of the nwnorship rights of inmdividuals.
Jurialiction for the registration is vested in the office of the Regis-
tro Publu‘o, but the validity of the evidence submitted must nomally be
establishad within the local court system. By legislative law the role
of the judiciary sgystem hig been occasionally vested in IDA and its
predecessor aqgency for specific zonee or projects. In the past ten
years tlhey have titled over 20,000 small famms (proably one-half of all
titled fams) and developed procedures which tend to be both faster amd
cheaper for the new title holder than the staniard process.

Most transfers of ownership in the small farmm sub-sector do not
becane immediately "titled" or registerea with the Pegistro Riblico due
to the cost and canpl xity of the traditional process. The longer the
individual waits however, the more costly and camplex it becames. For
most, when the decision is finally made, the process can be summari zed
as follows:

a. The claimant must first emgoge a lawyer to assist him to
prepaire his request to the appropriate court., Hoth the lawyer and the
court am located one hour away ty busy there is one trip daily each
way. To the lawyer he must deliver all of the documentary evidence he
can provide to reflect the manner under which he came into possession of
or pliysically occupied the property in question.  He must also validate
hig claim to open anl peaceful poassession since he first acquired the
property or for a minimum of ten years immediately prior to the initia-
tion of this procedure,

The adjoining lanl owners must appear before an official of the
minicipality in which the property is located anl record their testimony
swpportirng the claimints petition concerning the location and hounlaries
of the property.  Copiea of these testimonies must then be provided to

the lawyer.

b, When the lawyer in aatisficd that there g sufficient document-
1iry procf of the ownership, and open and peaceful  possession, o re-
gisterec surveyor mast be engagdd to prepare a o curvey meeting the
ntanlanin preseribed by the l%v_)ingg) I’nb]i( 0, Few qualificl surveyors

any availacte outaide the major citios. St fewer (inl it worthwhile
to aceopt mall jobn in remote arean,


http:lc(at.ed

UNCIASSTILED
ANNEX 16
Paqge 3 of 3

c. The documentary evidence plus the survey are filed in a peti-
tion to the ccrrespomiing court. When its review is campleted ly the
assigned julge, he sonls a represcntative to perfomn an inspection of
the property. If no apparent ccut r.uh( tions exist, the court publishes
an annourncement of the potllxonor s intent to title the described
property on three separate occasions in the Gaceta Oficial.

d. If no counterclaims are duly filed with the related court, the
judge issues an order to the Registro Piblico authorizing the registra-
tion of the petitioner's claim.

e. The Registro Piblico reviews the documentation for carplianc
with the regulatory requirements. Incking a land based registry it i
difficult to identify conflicting claims.

£f. The lawyer finally advises the claimant that he possesses the
certificate of registration. Fimal acconts are scttled anmd the title is
excharged. 'The land owner may or may not be pleased; reportedly the
process frequently requires two to four years to complete and is always

quite expensive.

Much of the advantage of the TDA titling process is directly related
to cconmmies of scale. Lt also negates the need for extensive travel on
the part of the beneficiary, as well as the agsumpt ion of A camplex and
cunbersane undertaking. IDA miintains a staff of ingpectors, surveyors,
lawyers, anl other personnel thoroughly familiar with the procedures, as
well as a small staff phlysically located in the anmtro Riblico. With
the permission of all untitled land occoupants ir a given area IDA can
procead to transfer all of the affectel land to itsclf in a group or
block transfer document.  Working with the Registro Piblico it can then
provide inlividual titles to the occupants. TSuch” areas typically in-
wvolw: one or more large privately held properties which miy or may mot
hive been previonsly titled.  They may also  inwlve blocks of lard
purchased iy IDA or acquired by expropriation.  Mach of the data on the
claimant or oscumnt is routinely collectoad by DA in its beneficiary
solection or certification procesa. [t may employ the advantages of
photoqramnet.ic techniquens when pouasible. It can cont act for conven-
tional surveying; it also hag an inc-honse capacity for th same if
appropriate,  Frequently, asoin the case of the AL Ioan 034 Project,
the surveying performed or contracted by IDA may be usxl to expand or
uplate the mationm ] cadanter of the T6N. - Bvidersa to date irdlicates
that whoreas mury of the individual regist rations beig processed at the
Ryistro MIblico take an averoge of two or more years to compleote,  1DA
qoener. 1y has been abide 1o procegs snoat of itg transferd in less than
one yoar through ot qronping or block process. A forthcaninm evalua=
tton Of the titling activities under the 034 Ioan way well point to

further improvenents therein,
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THE PRE-INVESTMENT FUND

The Pre-Investment Furmd was established in 1973 with financing from
the IDB ard is a suitable instrument for channeling the funis for the
Proiect's area development studies. The Fund is designed to finance a
wide variety of pre-investment studies and activities e.g. technical,
ergineering and economic feasibility studies of a program or project
specific nature as well as regiomal and sectoral studies to identify
priority investment areas. The Fund can receive financing from
jnternational organizations either grants or loans.

MIDEPIAN is the institution responsible for overall manajement of
activities/studies financed under the Fund with the Central Bank of
Costa Rica acting as the fiscal agent in charge of disbursements
handling and maintaining financial records. MIDEPLAN's Pre-Investment
Department 1is responsible for the evaluation of proposed studies and
making recommendations to the Minister for approval. The Minister is
authorized to sign contracts on behalf of the fund which do not exceed
§75,000. Studies surpassing that amount must be submitted to a Steering
Committee composed of representatives from the private sector, the
Central Bank and the FExecutive Branch. This Committee sets general
policy guidelines apd estiblishes the operating budget for the Fund.

A contract to cariy out a study can be established between the Fund
anmd a public sector entity or with the private sector. It is expected
that the Project Gordination Office will initiate many of the topics to
pbe studied. Funds for financing these studies will be channeled through
FAnd accounts which can be established in the Central Bank. This is an

extremely flexible method for expeditiously carrying out the area
development studies.
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