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PROJECT AUTHORIZATION a (09

Name of Country: Costa Rica

Name of Project: Forest Resource for a Stable Environment

Number of Project: 515-0243

l. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as amended,
i hereby authorize the Forest Resources for a Stable Environment (FORESTA)
Project for Costa Rica involving planned obligations of not to exceed Seven Million
Five Hundred Thousand United States Dollars ($7,500,000.00) in grant funds over
a three-year period from the date of authorization subject to the availcbility of funds
in accordance iin the A.L.D. OYR/allotment process and administrative approval,
to help in financing foreign exchange and local currency costs for the Project. The
initial obligation will not exceed Five Million Five Hundred Thousand United States
Dollars ($5,500,000.00) in FY 1989. The planned life of the Project is seven years
from the date of initial obligation.

' 2. The Project ("Project”) will improve the management and use of the
protected areas (national parks, forest reserves, etc.) and of the buffer zone

. surrounding these areas through improved land-use managemant and planning,
enhanced integrated forest industry, and expanded community awareness and

participation within the Central Cordillera. The Project has four components:

A. General Operations Component, which will develop the overall plans
and guidelines for the Central Cordillera and s‘rengthen the Foundation for the
Dsavelopment of the Centrai Volcanic Cordillera ("Foundation™) - the administrative
organization to carry out project activities;

B. Management of Protected Areas Component, which will improve the
management of and access to the protected areas;

C. Management of the Natural Forests for Production Component, which
will improve the management and exploitation of existing forests compatible with
commercial use; and

D. Integration of Trees on Farms Component, which will encourage
reforestation and agroforestry practices on relatively deforested lands and foment
community participation in improved forest management and use.
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3. The Project Agreement, which may be negotiated and executed by the
officer to whom such authority is delegated in accerdance with A.l.D. 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
A.L.D. may deem appropriate:

A. Source and Qrigin of Commodities, Nationality of Services

Commodities financed by A.l.D. under the Grant shall have their
source and origin in the United States, or in countries which are members of the
Central American Common Market, except as A.L.LD. may otherwise agree in
writing. Ocean shipping financed by A.1.D. under the Grant shall be financed only
on flag vessels of the United States, except as A.l.D. may otherwise agree in
writing.

B. Condition Precedent to Disbursement

Because the FORESTA Project will work in a GOCR priority sector
with strong support and coordination from the government there are only the
standard Conditions Precedent (CP) to first disbursament of the dollar grant
required for the successful implementation of the Project.

However, the following CPs have been established precedent to
entering into other financial transactions:

(1) Prior to entering into the dollar sub-grant with the Fourdation and prior
tl(\)ldli)sbursing the local currency to the Foundation, the Foundation will provide to

(a) a legal opinion of counsel acceptable to A.l.D. certifying that the
Project Assistance Agreement has been duly authorized and/or ratified by, and
executed on behalf of, the Foundation, and that it constitutes a valid and legally
binding obligation;

(b) a statement of the name of the person holding or acting in the

- office of the Foundation specified in Section 7.2 and of any additional

representatives, together with a specimen signature of each person specified in
such statement;

(c) evidence that the Foundation has functioning an acceptable
accounting and internal control system;

(d) evidence that the Foundation has entered into an agreement with
a fiscal agent;

(e) evidence that the technical support contractor has begun to carry
out its contracted duties.
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(2) Prior to the BCCR making disbursements from the seperate account
for the endowment, the Foundation will provide to A.l.D.:

(a) evidence of the viability of the Foundation, and its capability to
fulfill the goals and objectives set out in the Project Assistance Agreement;

(b) a legal opinion of counsal acceptable to A.l.D. certifying that an
Endowment Agreement has been duly authorized and/or notifled by, and executed
on behalf of, the Foundation, and that it constitutes a valid and legally binding
obligation, together with a copy of that Agreement.

Low 2

Carl H. Leonard
Mission Director
USAID/Costa Rica
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DENSE FOREST COVER (80-100% GROUND COVERAGE)

IN COSTA RICA IN 1940, 1950, 1961, 1977, 1983 Y 1987.
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.  PROJECT SUMMARY

A. Background and Problem

USAID/Costa Rica's recent natural resource strategy paper concluded
that the primary threat to natural resources in Costa Rica is inappropriate land use.
Perhaps the most alarming threat is the destruction of the country’s forests - cut in
half over the last |7 years. Unless this trend is checked, the remaining commercial
natural forests will disappear in less than |0 years. Projections indicate that unless
drastic steps are taken immediately, by the end of the century the annual import bill
for wood could range from $50 million to more than $200 million, cancelling many
of the macroeconomic gains from the GOCR’s economic stabilization program
supported by the Mission.

Although the Government of Costa Rica (GOCR) has recently begun a

rogram to encourage reforastation, commercial tree harvesting cannot begin for at

east 20 years. Therefore the medium-term problem of wood availability still needs

to be resolved. In addition, forest plantations will not provide many of the benefits
of natural forests, such as biological diversity.

Approximately I13% of Costa Rica is currently protacted as wild lands such
cs national parks, wildlife refuges, and protection zones. Mos? of this area has
steep mountains or extrem: environmental conditions which make the land
unsuitable for other uses. However, as the commercial forest and agricultural land
disappear, these wildlands are coming under increasing pressure of colonization,
deforestation, poaching, and other forms of degradation. The government
agencies responsible for protecting and managing these areas (the National Parks
Service and thie National Forest Service) suffer from a severe lack of resources and
bureaucratic inefficiency in the field.

Perhaps the greatest potential for medium- and long-term wood supplies,
whife protecting biological diversity, is to improve the management of the existing
forests and continue to encourage reforestation and agroforestry where appropriate
- i.. land-use rnanagement.

B. Project Goal and Purpose
The project goal is to support Costa Rica’s long-term economic

development by conserving and developing its renewable natural resources upon
which sustainable economic growth depends.




The Project’'s purpose is to develop forestry and agroforestry as
economically and ecologically appropriate land uses in the buffer zones around the
Braulio Carrillo, Poas and Irazd National Parks and other natural protected areas of
the Cordillera Central, and to support management of these protected areas. This
will be accomplished by strengthening an independent private foundation (the
Foundation for the Development of the Central Volcanic Cordillera - herein referred
to as the "Cordillera Development Foundation" (CDF) or the "Foundation"), which
will provide direction, technical assistance, coordination and funding to (a) improve
the management of the national parks and other natural protected areas in the
Project area, (b) improve the sustainable management and production of the
natural forests of the buffer zone around the parks, and (c) assist the residents of
the area to increase their income and improve their land by integrating trees into
their farming systems.

C. Project Activities and Expected Achievements
The Project is organized into four components:

I.  General Operations Component, which will develop the overall plans
and guidelines for the control and use of the Central Cordillera and strengthen the
Cordillera Development Foundation as the administrative organization to carry out
project activites;

2. Management of Protected Areas Component, which will improve the
management of and access to the protected areas;

3. Management of the Natural Fore sts for Production Component, which
will improve the management of exploitation of those existing forests compatible
with commercial use; and

4. Integration of Trees on Farms Component, which will encourage
reforestation and agroforestry practices on relatively deforested lands and foment
community participation in improved forest management and use.

By the end of the Project these activities will have achieved the following:

- the strengthening of the Cordillera Development Foundation (CDF) as a
permanent private organization primarily responsible for the control and
use of the natural resources of the Central Cordillera;

- the effective management, through the CDF, of the protected areas and
their buffer zones in the Central Cordillera;

- the creation of at least one efficient forest enterprise integrating forest
management with wood processing and marketing;

- the end of rampant deforestation in the Central Cordillera and support for
active reforestation programs;

- the support of area residents for land-use management and agroforestry
practices on their own lands; and




- an increase in local incomes through improved forest management and
new jobs created by the CDF and the forest enterprise.

The direct beneficiaries of this Project will include the approximately
40,000 inhabitants of the project area, and the approximately 250,000 annual
visitors to the area’s national parks. The indirect beneficiaries will include Costa
Rica’s wood products industry, most residents of the Central Vailey (80% of Costa
Rica's population) who depend on water from the Central Cordillera watershed, and

N all of the wildlife of the Central Cordiilera.
D. Project Costs and Funding

A.1.D. will contribute $7.5 million in Development Assistance and the
GOCR will contribute CI,200 million from ESF-generated local currency jointly
programmed for this purpose. The budget for the Project is as follows:

TABLE 1: SUMMARY PROJECT BUDGET

(Millions of dollars or Dollar
equivalent)

AlD. GOCR TOTAL

I. CDF
A. General Operations 2.83 2.81 5.64
B. Management of Protected Areas 0.68 0.48 1.16
C. Natural Forest Management 0.17 1.00 1.17
D. Trees on Farms 0.02 0.42 0.44
E. Administration 1.03 0.20 1.23
n. T.A. Support Contract 0.72 - 0.72
.  A.LD. Project Adviser 0.48 - 0.48
' IV.  Audits and Evaluations 0.29 - 0.29
V. Inflation and Contingencies 128 0.09 1.37
VI.  Endowment - '. 10.00 10.00

TOTAL $7.50 $15.00 $22.50




. BACKGROUND AND RATIONALE
A. The Problem

The Mission's 1987 "Natural Resource Management in Costa Rica: A
Strategy for USAID" analyzes the relevant information available on Costa Rica’s
soil, forest, wildland, wildlife, water, coastal and energy resources. The analysis
concludes that the common threat to all of these resources is inappropriate land
use. Spontaneous, often chaotic exploitation of resources has resulted in
numerous unstable land use systems which threaten to degrade further the
resource base upon which development depends.

A particularly alarming threat to future dgvelopment is the destruction of
the country’s forests. From an area of 26,000 km< covering more than half of the
country in 1970, the forests have been reduced to only 13,230 km= covering one
fourth of Costa Rica in 1987. Nearly the entire conversion has been into pasture.
Pasture land occupies about 85% of the total land area cf Costa Rica suitable for
all agricultural uses.

Of the remaining 13,230 km2 of forest, 4,200 km2 or nearly one third,
are located in national parks or equivalent wildlands where Eommercial axploitation
of forest products is not permitted. A further 6,700 Kme< are located in forest
reserves, wildlife refuges, indian reservations or protection zones where logging is
?ermitted but with severe restrictions. This leaves about 2,300 Km2 of natural
orest
available as a commercial source of wood outside of restricted areas. However, an
unknown fraction of the latter two categories should never be harvested becausa
the forests are located on steep or especially fragile lands. Studies indicate that
these remaining commercial natural forests of Costa Rica will near depletion
around 1995. In addition, unless drastic steps are taken immediately, by the end of
the century the annual import bill for wood could range from $50 million to more
than $200 million, cancelling many of the macroeconomic gains from stabilization
efforts and increased exports to which the Mission has given priority in recent
years. Therefore, Costa Rica must stretch out its remaining forest resources
through improved management and more effective utilization of sawmills.

The development of forest plantations is also urgentlxI needed to help
cover the impending wood deficit. At present, there are less than 20,000 ha of
plantations in Costa Rica, almost all of them very young, having been planted since
1980. Efforts to create plantations are intensifying through the use of various
incentives. However, since the trees need at least 20 years to produce sawtimber,
plantations will not solve the medium-term lumber supply problem, nor provide
many of the other benefits of natural forest, such as biological diversity.

In addition to natural forests and artificial plantations, a third source of
sawtimber and other wood products are trees growing on farms: in pastures, along
fence rows, in remnants of degraded forests scattared between agricultural parcels
¢ ~d in secondary forests. These sources are already supplying a significant
¢ nount of Costa Rica's wood.

About half of the cutting permits granted by the Directorate Cieneral of Forests are
for this type of farm-grown wood. Increasing wood




production from these farm sources offer potential because agroforestry is a
widespread tradition in Costa Rica.

Costa Rica has 13% of its land area (687,110 ha) protected as wildiands
such as national parks, wildlife refuges and protection zones. Most of this area has
steep mountains or extreme environmental conditions so that the land is not
suitable for more intensive uses. This land provides important environmental
benefits such as watersheds, wildlife habiiats, recreation areas, and biological
preserves, which yield benefits that cannot easily be valued in economic terms, but
that are of critical importance for economic development and welfare. Another
benefit of wildlands is their attraction for nature tourism which is already bringing
millions of dollars of foreign exchange to Costa Rica annually.

However, with the closing of tha agricultural frontier and the depletion of
forests, these wildlands (defined as natural land and water areas little modified by
modern society, where wild species predominate - including forests, woodiands,
brushlands, grasslands, deserts, natural inland bodies of water, and coastal and
marine areas, and wildlife) are coming under increasing pressure of colonization,
deforestation, poaching and other forms of degradation. In many cases, wildlands
stand as islands in vast expanses of degraded secondary forest and pasture. The

overnment agencies responsible for protecting and mana'_ging these wildlands
?National Park Service - SPN and the General Directorate of Forests - DGF) do not
have the resourcas to do an adequsate job. Ciwonic shortages of operating funds
and bureaucratic inefficiency severely constrain field operations. For instance, the
Braulio Carrillo National Park, with its 44,100 ha, is managed and protectsd with a
staff of only 36 individuals including 28 rangers (half of whom are paid through a
private foundation), and an annual budget of less than $7,300 to cover all operating
costs.

Many of the land abuse problems mentioned above have their origin in the
indiscriminate clearing of forest. Consequently, proper management of the forest
cover is one of the actions requiring the highest pricrily. Because a large

roportion of the remaining forest is found in the national paris, management must
involve both these reserved lands which are being threatened, as well as the lands
with forestry potential that surround them but which are being exploited beyond
their capacity. The "core" wildlands are best managed for conservation purposes
when surrounded by a "buffer" where commercial forest development
predominates and integrates harmoniously with agricultural practices.

Consequentlr, USAID/Costa Rica’s strategy calls for the management of
national parks as well as contiguous commercial forests. This combination offers
unusual opportunities for demonstrating the complementarity betwaen conservation
and development, and creating models for expansion to other parts of the country
and of Central America. These zones mitigate the affects of deforestation and
other external pressures and make the park more viable as a conservation area.
The buffer zones to be managed under the proposed Project will be treated like
concentric rings around the parks, with the parks themselves considered as areas
of absolute protection. As one leaves the center "core" area, increasing levels of
development are permitted.
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The proper management of the buffer zones around the parks has the double
payoff of increased, sustained productivity of the land itself, as well as the
numerous benefits generated by the parks which these buffer zones protect. Costa
Rica needs to act urgently in order not to lose its productive and protective forest
cover and the rich biological resources contained therein.

B. The GOCR Natural Resource Development Sicategy and Activities

The severity of the problems noted above has prompted the GOCR to
take a number of actions involving natural resources in Costa Rica. First, the
National Development Plan (1986-1990) makes srecial mention of the degradation
of the environment and the squandering of natural resources that has accompanied
the country’s econoinic developmenit. The rational use of the environment and
natural resources is highlighted as one of the priority areas to be addressed during
the period covered by the National Development Plan.

In conjunction with its stated policy objective of increasing public sector
efficiency (another of the priority areas mentioned in the National Plan), the GOCR
recently restructured the responsibilities for environmental affairs and natural
resources of sgveral ministries into one ministry--the Ministry of Natural Resources,
Energy and Mines (MIRENEM). This action concentrates in one focal point
responsibility for programs dealing with the environment and natural resources.
The objective of this resiructuring is to improve the overall coordination and
management of programs in the area of natural resources and conservation.

In recognition of ccnecerns involving natural resources, the National
Assembly passed a new forestry law in 1986, and in 1987 the President signed a
forestry emergency decree which gives top priority to this sector. Tho new law
gives more clout to protection and strengthens incentives leading to improved
management and more effective utilization. Unfortunately, progress in
impiementing the law and the decree has bean slow.

A centrai part of MIRENEM's strategy for long-term natural resource and
rotected arsas development and management is the concept of "mega parks”.
his plan proroses to merge Costa Rica's many protected areas (including national

parks, wildlife refuges, national forest reserves, national rnonuments, forest
production zones, etc.) into six major management units - i.e. "mega parks". The
mega parks will be managed by one or more private non-profit foundations. The
foundations wili employ personnel (rangers, guides, administrators, etc.) to carry
out the manajemeni activities. Much of the current management responsibility of
these areas within MIRENFEM will eventually be turned over to the foundations. As

- a resuit, MIRENEM's main responsibility will become progressively more policy and

guidance orierted and less implementation.

The Guanacaste National Park has been the first manifestation of this policy.
The CDF, a more ambitious scheme, will become the second "mega park”
program. The CDF, a new private organization, will be responsible for
' plementing most project activities. The Foundation (CDF), created bé executive
.acree, is a "foundation” {"fundacién”) under the law of foundations. By law, the
Foundation has a five-member
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Board of Directors: three members appointed by the Minister of MIRENEM, one
member appointed by the Municipality of Puerto Viejo de Sarapiqui where the
Foundation is established, and one member appointed by the Executive Branch of
the GOCR.

C. Relationshi j A.LD. Poli

After a number of years concentrated on economic stabilization, U.S.
economic assistance over the next few years will focus on sustained economic
expansion through export-led growth. The Mission’s Program Strategy states that,
beginning in 1988, the Mission will broaden the export-led growth emphasis to
include programs aimed at averting the deterioration of the country’s forests.
Long-run sustainable growth will depend upon the rational utilization and
conservation of Costa Rica’s natural resources. Continued degradation of forest
resources could result in future import requirements for wood and wood products
severe enough to offset much of the positive balance-of-payments impact of the
increases in nontraditional exports. The degradation also affects the supply and
costs of water and hydroelectric power needed by everybody, including export
producers.

The Mission’s 1989-1990 Action Plan lists the FORESTA Project as part of
the Mission’s response to Objective No. 6: Manage and Preserve Natural
Resources.

D. Related A.l.D. Activities

The Mission's last forestry-related project - the Natural Resources
Conservation Project, 515-1-032 - terminated in 1985. While the project did not
completely achieve its purposs, it did lead to some important achievements and
lessons which have Erovlded a strong foundation for subsequent projects.” It
demonstrated the diffi
activities in diverse areas of the country coordinated with several different

government organizations. '

Currently, the Mission is providing some iocal currency support to the
Forest Conservation and Management Project (BOSCOSA). This buffer zone
management projact on the Osa Peninsula of southwest Costa Rica is jointly
implemented by the Conservation Foundation/World Wildlife Fund and the Costa
Rican Neotropica Foundation. The purpose of BOSCOSA, which is similar to that
of FORESTA but on a more modest scale, is to help conssrve the Corcovado
National Park by assisting communities around the park to improve the use of their
land. The project offers assistance in agriculture, forest management, processing
of wood and community development.

The Mission is currently considering a complementary watershed
management project which would be closely coordinated with the FORESTA
Project. During fiscal year 1988, the Mission and the GOCR will design a small

local currency activity to support the Cafo Negro Wildlife Reserve in north central
Costa Rica.

A.l.D.'s Regional Office for Central America Programs (ROCAP) is
currently financing the six-year Fle%ional Tree Crop Production Project operated by
the  Tropical  Agricultural enter for Education and Research

iculty of implementing several different though related |
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(CATIE) working jointly with the forest services of the five Central American
countries. The project ends in August 199l. In Costa Rica, through the General
Forest Directorate (DGF) of the Ministry of Natural Resources, this project trains
personnel and develops techniques for planting and managing trees on farms.

E. | Activiti her Don

The Interamerican Development Bank (IDB) recently signed a four year,
$12.2 million forestry development loan of national scope. The main objectives of
this project are to provide credit to private landowners to create 10,000 hectares of
forest plantation, and to extend the life of the native commercial forests by reducing
waste in the forest industry. About three fourths of the funds are to be channled to
private reforestation and industry via the banking system. The project will also
develop a training component for forest managers/administrators and users. The
loan is currently before the Costa Rica Legislative Assembly pending ratification.
As the two projects are complementary, coordination and collaboration between the
FORESTA Project and that of the IDB will continue while the latter awaits approval
by the Legislative Assembly.

The other major donor in this sector, the Dutch Government, provides
forestry support to CATIE and to the National Autonomous University in Heredia.

In June 1988 an agreement was signed between the GOCR and the
Dutch Government for the establishment of a Forestll}/ Development Fund (FDF)
through a "debt swap" mechanism. This fund of over US $11 million equivalent will
be used especially to promote tree planting by small and medium farmers as well
as the protection and management of natural forests and other forestry
development activities, over a period of at least four years, mainly in Guanacaste
and the Atlantic Zone.

The soon to be approved Dutch Trust Fund Project will be carried out by
FAO and the Instituto de Desarroilo Agrario (IDA). With a budget of approximately
US $2.1 million plus support from the FDF, it will promote forestry development
activities, mainly tree planting, by farmers in settlements primarily in Guanacaste.

The Dutch Embassy manages a program of so-called small projects, with
a cost of less than US $ 7,500 each. These projects help to start up small-scale
forestry activities, such as nurseries and plantings on a very small scale, and in this
way lay the groundwork for larger-scale activities.

Finally, the Dutch Government will probably provide a major financial and
technical contribution to the preparation of and follow-up to the Tropical Forestry
Action Plan for Costa Rica.

In addition, the GOCR is carrying out negotiations for German assistance
in San Carlos, with emphasis on reforestation.

A\




fil. PROJECT DESCRIPTION
A. Project Goal and Purpose

The goal of this Project is to support Costa Rica’s long-tarm economic
devaolopment by censerving and developing its renewable natural resources upon
which sustainable economic growth depends.

The Project's purpose is to develop forestry and agroforestry as
economically and ecologically appropriate land uses in the buffer zones around the
Braulio Carrillo, Poas and Irazi National Parks and other natural protected areas of
the Central Cordillera, and to support management of these protectcd areas. This
will be accomplished by supporting an independent private foundation which has
been created to provide direction, technical assistance, coordination and funding to
(a) improve the management of the national parks and other natural protected
areas in the Project area, (b) improve the sustainable management and production
of the natural forests of the buffer zone around the parks, and (c) assist the
residents of the area to increase their income and improve their land by integrating
trees into their farming systems.

Given the long-term nature of the activities, this Project will have a life of
seven years. However, the Foundation will continue to function indefinitely, funded
primarily through an endowment that will be established with funds provided by the
Project. This endowment will be called "The Central Cordillera Trust Fund".

B. Project Working Area

The principal forest and wildland management agencies of the GOCR
‘ (MIRENEM, DGF, SPN, DVS) have selected the national parks of the Central
i Cordillera and the surrounding buffer zone as the general area of concentration for
| the Project. The Mission fully agrees with this choice. Approximate boundaries
(see Figure 1) were identified by contracled project design studies, based on
existing forest, encroachment pressures, land use capability, access, easily
controllable limits and other factors. This selection was made after analyzing most
of the major national parks and their buffer zones as alternatives (Corcovado,
Tortuguero, La Amistad) but, for the reasons outlined below, none could match the
Central Cordillera. UNESCO’s Man and the Biosphere program recently declared
the Cordillera Volcanica Central as a Biosphere Reserve which coincides almost
completely with the project area. This classification gives greater support to
conservation and buffer zone management activities in this area.

The project area lies to the north of San José and is contiguous to the
most densely settled part of Costa Rica which includes the capital city and the
productive Central Valley. It has exceptional economic and ecologic importance,
partly because it supplies much of the water, wood and agricultural produce
needed by the population in the Central Valley, and partly because the variety of its
landscapes encompass unusual biological diversity and tourist attractions. The
Central Cordillera area presents unusual opportunities for the management of
natural resources because of its new good read link to San José, the existence of
community groups with an interest in conservation, its importance as a major
source: of community water
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supplies, the prospects for environmental education and scientific tourism, and
other favorable factors.

The Central Cordillera project area includes the 2 distinct legally created
natural protected areas which are indicated on Table 2.

TABLE 2: NATURAL PROTECTED AREAS WITHIN
THE CENTRAL CORDILLERA AREA

Protected Area Hectares

A. Forest Reserves:

1. Central Cordillera 69,900
2. Grecia 2,000
3. Juan Castro Blanco 13,700

B. Forest Protection Zones:

4. Chayote 1,400
5. La Selva 1,450
6. Guacimo y Pococi 3,700 "
7. Tiribi 650

C. National Parks:

8. Poés Volcano 5,317
9. Braulio Carrillo 44,100
10. Ilrazu Volcano 2,309
11. Turrialba Volcano 1,256

D. National Monument:

12. Guayabo 218

TOTAL 146,000

Note: Numbering on this Table cerresponds to locations on the map of
the project area (Figure l).

*

This amount is approximate since the limits are not clearly defined.
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The area indicated on Figure 1 forms a logical unit for land management
urposes. However, except for planning purposes, the activities of the FORESTA
roject will exclude the land west of the Poas National Park. Precise boundaries

will be determined during the first year of the Project, but wig not exceed the limits
of Figure 1. This pro{qct area (approximately 2,280 kms<) includes about 3%
(232 kms2) of Costa Rica's remaining primary forest with commercial potential
and 12% of the national parks and other reserved wildlands in Costa Rica. The
innovative nature of many of the project activities, especially those dealing with
forest management, require phased implementation under controlied conditions
which can only be achieved in a well-defined area. The models created will
gradually be used in other areas of Costa Rica as soon as institutions are capable
of such replication. To accelerate this process, the Mission and the GOCR are
helping to lay the groundwork for future replication by pro?ramming local cusrency
to complement AlD/Washington dollar funding of a parallel, although more modest
activity--the BOSCOSA projact. This pr?J'ect includes activities for the buffer zone
surrounding the Corcovado National Park similar to those proposed for the
FORESTA project.

For purposes of the FORESTA project, all land inside the project area but
outside of the natural protected areas is considered as buffer zone. The land in the
project area can be classified into several use categories, as indicated in Table 3.
Project activities wili vary according to category. It should be noted that the
Project, in general, does not intend to undertake activities on land classified as
. capable of sustained crop production or grazing and currently under these usss,
- except for fomenting the use of trees in agroforestry practicas. Since other
institutions in Costa Rica deal with agricultural productivity and animal husbandry,
the Project will limit its role to encouraging the proper linkages with them. Another
justification for this limitation is that the Project would become excessively complex
if it were to address this vast sector.




TABLE 3: SUMMARY OF PROJECT ACTIONS TO BE UNDERTAKEN
ON EACH CATEGORY OF LAND IN THE PROJECT AREA

Category of Land Component which deals with Type of Activity
this Type of Land
I. Natural protected areas (core area) Component A: Management Park protection, implementation of
of the natural protected park mgt. plans, environmental ed.
areas

2. Buffer zone (all land in project
area outside of parks)

2.1 Land classified as not capable of Component B: Management Protection only
sustaining production forestry, of the natural forest
agriculture or grazing (Ciass X) for production

Component C: Integration of
trees in farms

-E'[_

2.2 Land classified as appropriate for
production forestry but not capabie
of sustaining agriculture or
grazing (Classes VIII and IX)




2.2.1 Land coveraed with dense
forest with commaercial
potential

2.2.2 Land not covered by forest, or
covered by forest without
commercial pitential

2.3 Land classified as capable of
sustaining agriculture or grazinig
(Classes | to Vi)

2.3.1 Land covered with dense forest
with commercial poteritial

2.3.2 Land under crops, grass, brush
or forest without commercial
potential

Component B: Management of
the natural forest for
production

Component C: Integration
of trees in farms
conservation

Component B: **aznagement of
the natural for. -
preduction

Component C: Inte: . -:tion
of trees in farms

Forest protection, logging
control, mgt. planning and
implementation, forest owners
assoc., forest industry

Farm forestry, reforestation,
agroforestry and other related
activities identified by the
community

Forest protection, logging
control, mgt. planning and
implementation, forest owners
assoc., forest industry

Farm forestry, reforestation
agroforestry. Project functions
as "broker”, establishing links
with other entities responsible
for agriculture

I
[y
P~y

1




C. Project Components

The FORESTA Project has been designed with four components: 1)
General Operations; 2) Management of Protected Areas; 3) Management of
Natural Forest for Production; and 4) Integration of Trees on Farms.

The first component astablishes the relationship between the Project and
the host country government through the project implementation organization. It
also covers activities which have a widor scope than any one of the other
components (eg: overall planning, community participation and environmental
education).

The other three components divide up the prcijsct area according to
current land use: 2) national parks and other legally protected areas where the
forests and other resources cannot be commercially exploited but must be carefully
managed; 3) other forested areas where varying degrees of utilization and
management can be practiced; and finally 4) deforested lands where reforestation
or mixed agriculture and forestry should be practiced.

These three components represent the actual land uses of the project
area and determine the activities nseded to desvelop the economically and
acologically most appropriate uses of this area - i.e. the project purposs.

I.  General Operations Component

This component covers the administration of the Project and activities
which have a scope bsyond any one of the other three components; i.e., the project
implementation unit, project-wide planning, the creation . of operation centers
throughout the project area, and environmental education and extension activities.
The A.l.D. grant will provide approximately $2.83 milion and GOCR counterpart
approximately G219 million for this component.

The GOCR has established the Fundacidén para el Desarrollo de |a
Cordillera_Volcanica_Central (the Foundation for the Development of the Central

Volcanic Cordillera - referred to in this Project Paper as the "Cordillera
Development Foundation”, "CDF", or the "Foundation”) as a private foundation for
the purpose of managing the natural resources of the central cordillera area of
Costa Rica. The Foundation currenty has a Board of Directors and is in the
process of hiring a full-time General Manager and a Financial Controller.

The first activity to be undertaken upon approval of the Project will be
the linking of of the Project with the CDF, which will be responsible for
implementing most project activities.

As soon as is practicable after initiation of the Project, but prior to the
legislative ratification of the Foundation, A.l.D. and the CDF will contract, through
solicitation of bids, for an organization with the experience and technical and
administrative expertise to support the Foundation, to assist with initial
implementation actions, and to handle funds. Disbursements cannot be made until

the Mission
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certifies that the Foundation has the capability to handle funds.

With the assistance of the support contractor, the Board of the
Foundation will begin to hire the staff for the Foundation, including a chief of
operations, chief of administrative services, personnel officer, procurement officer,
support staff, and a 4-person Planning and Evaluation Office. (See Section IV.A
and Annex L).

The primary function of the Foundation will be to plan, carry out, or
cause others to carry out activities needed to manage the natural resources of the
management unit (the area under the authority of the CDF) on a sustainable basis.
It will be the focus, and the integrating force which will encourage coordination and
reduce conflict between activities. It will be a lean, efficient, field-oriented
organization, responsive to the local population, capable of resolving many of the
pressures and integrating the numerous activities needed for good land
management. The Foundation will perform most of the natural resource
management functions now dispersed among several government agencies. {t will
be financially self—sustaininglj_, with much of its income after the Project ends derived
from the Central Cordilic:ra Trust Fund which the Project will create.

This Foundation will start very modestly and grow gradually. One of
its first activities will be the preparation of the overall development strategy for the
project area. For this reason it will be necessary to staff the Planning and
Evaluation Office of the Foundation early in project operation and assign this office
the responsibility of elaborating the strategy. This office will need to compile and
analyze tv. z:undant existing information and the plans for parts of the project
area (see k'l ography, Annex M), and contract for limited additional field surveys.

Another early activity for the Foundation which has a project-wide
scope is to improve infrastructure. Sadly deficient infrastructure, especially ranger
stations, is one of the constraints to protection of the natural areas and the
production forests, as well as to field activities in ?eneral. The Project will finance
the construction and remodeling of fifteen "operational centers" for protection and
management of all forested areas in the Central Cordillera. These operational
- centers embody a new concept. They are multi-purpose installations that serve as
joint bases, not only for rangers who cover the natural protected areas and the
forests of the buffer zone, but in some cases also for technicians assisting with
forest management, reforestation, extension or other tasks of the CODF.
Infrastructure and equipment shared by staff dealing both with protected areas and
managed forests will result in considerable savings and greater effectiveness. At
present SPN and DGF infrastructure and operations tend to be completely
separate.

The Project will finance construction of three types of operational
centers, : ;g from the basic ranger station to a small complex of installations for
multiple tui.cuons including attention to natural area visitors and environmental
education. The CDF will contract for design of the centers, will purchase the land
‘or the new ones where needed and will contract the construction and remodeling.
All centers will be equipped with a unified two-way radio system and
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adequate transportation (4WD vehicles and/or motorcvcles). These centers will be
complemented by a mobite patrol unit.

In collaboration with the DGF arnid the SPN, the CDF will put in place
a joint protection program which will cover all of the forest land in the Central
Cordillera project area. The program will be based on a comprehensive protection
plan to be prepared during the first year cf the Project. Additional rangers and
other staff will be contracted by the CDIF. New and old personnel will be trained
periodically through short courses. Training will emphasiza community relations
and environmental education. To complement the traditional {ull-time civil service
rangers employed by the SPN and DGF, the Project will introduce innovative
arrangements using not only full-time but also part-time and seasonal employees,
volunteers and resident rangers who live with their families in certain areas where
permanent control over entry points and problematic areas is needed. These
resident rangers will alleviate the personal and morale problems created by the
present system whsreby men are stationed separate from their families. In such
posts, a rangei will be hired from outside the community and given a residence
where he can live full time with his family. Then one or two additional full or part
time subalterns will be recruited from the community itself. Current legislation
stipulates that cartain functions of the civil service rangers cannot be delegated.
Therefoire, unless the law is changed (as has been officiatty proposed by the
GOCR} SPN and DGF rangers will continue to ﬁlay an impovstant role. However,
with the assistance of rangers and other staff hired by the CDF, the protection
system will become more effective. ;

Although protecticn and vigilence are needed, Frohibitions alone will
not suffice in sustaining thu natural resources. The CDF will launch a program of
environmental education and extension, designed in such terms that it has
relevance and practical applications for the local inhabitant. The program will avoid
the traditional, top-down, exhortations about conserving trees and animals, but wiil
point specifically to how degradation of the local environment affects the inhabitant
and what he/she can do about it. Conception of an effective program will have to
be preceded by an in-depth survey of needs and attitudes. Oncs the strategy,
message, and work plan have been developed, selected field staff will be trained in
community relations, extension techniques and the specific subject areas. These
outreach and educational activities will not be limited to extension specialists, but
will include most of the CDF personnel, espesially the rangers and field staff.
Educational materials adapted to local conditions will be developed and made
available. The program will make full use of the diverse project activities and the
facilities, such as the operational centers and park visitor installations. Most of the
work will be carried out through the grass roots organizations which the project
supports for forest management, tree planting and other specific purposes (see
component 4 below).

Table 4 provides a brief summary of the implementation schedule for the
principle activities of this component. A more detailed picture is provided in Annex
K: Implementation Plan. Table 5§ provides the summary budget for this component.




TABLE 4: IMPLEMENTATION PLAN: GENERAL OPERATIONS COMPONENT

Activity Project Year

Overa“ Strategy e hoccaloaccnfeesseles
Operation Centers
Forest Protection @ | 1  L...Joeeodeeand]ennn.
Environmental Education SN ISR PR PR RPN MR

I

*

Note: ___ Continuous Activity; ....Sporatic Activity

TABLE 5: GENERAL OPERATIONS BUDGET

A.lD. GOCR

($000 (C000)
I Overall Strategy 67. -
2. Operation Centers - 104,660.4
3. Forest Protection 2,731.7 113,638.2
4, Environmental Education _ 300 __ 7800

TOTAL $2,828.8 C219,078.6

2. Management of Protected Areas Component

This component deals with the managemant, control, and use of
those parts of the project area where forest cutting and resource exploitation in
general is prohibited - i.e. the "non-touch forests". These areas include national
parks, forest reserves, forest protection zones, and a national monument (see
Table 2). Activities include management planning, boundary demarcation, and

, improving visitor infrastructure. To carry out these activities the Project will provide
l aboutb$ 82,000 in A.L.D. grant and about C37 million in GOCR counterpart
contribution.

Once the overall strategy and management concepts for the project
area have been officially approved by the CDF and MIRENEM, more detailed
management plans will be developed for each protected area by the Planning
Mitice of the CDF. At present there are 12 distinct protected areas in the Central
.ordillera (see Table 2). The strategy will include recommendations for merging,
expansion and reclassification of some of these units. These changes will need to
be legalized through executive decree (or by law if park sizes are decreased).
Plans and background studies already exist for some of these areas, such as for
the Poas N.P., irazi N.P. and Braulio Carrillo N.P. Unfortunately these and other
planning studies have been prepared over a twenty-year period,
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u:ing different criteria, and by differert individuals, agencies and consultants. The
stable Planning and Evaluation Office of the CDF will update these plans and rnake
them compatible with the strategy and with each other. The resulting documents,
once officially approved, will
guide cordinated management of all the protected areas. However, the fact that
revised plans are being prepared will not be used as an excuse to delay
construction of infrastructure or take actions recommended in previously completed
plans.

At present very few of the boundaries of the protected areas are
adequately marked in the field, a fact that makes protection more difficult.
Demarcation is especially important where the boundaries do not follow natural
landmarks. Very early in the Project, those boundaries for which no revision is
forseen, will be marked in the fieid by slashing brush, blazing and painting trees,
and placing signs at road and trail crossings. Once the revised boundaries have
been approved as part of the strategg and management plans, then executive
decrees, justifying documentation and budgets for land acquisition, will be drafted
to legalize the new boundaries of all the protected areas. After the decrees have
been signed the new boundaries will also be marked in the field.

All of the parks still have sizeable private inholdings within their present
boundaries. As the boundaries are revised the area of inholdings will increase.
Because these enclaves complicate protection and management, it is important for
the government to legally acquire most of these properties. Unfortunately land
purchase surpasses the project’s finances. However, in the past the government
and international conservation organizations have been successful in providing
funds for purchase of lands for the national parks. The Project will use its
resources to encourage and leverage donations for this purpose. The fact that
grotection of the land to be acquired for the parks will be guaranteed in perpetuity

y the existence of ihs CDF is expected to be a strongi; incentive for conservation
organizations to raise and donate funds. A first step will be to classify the enclaves
in order of priority for acquisition, giving top priority to those that contain
ecosystems vital to the intearity of the parks and those that present the most
serious impediments to park protection. The value of each propert?r will be
assessed as a basis for negotiation with the owners. There will be no
expropriations ana all purchases will be based on a freely negotiated price. It
should be pointed out that only very few people live on these properties; most
enclaves are tracts of virgin forest held by absentee landowners.

To realize their full potential, the national parks and the other protected
areas need to be accessible to users such as tourists, students, scientists and the
vublic in general. The influx of additional nature-oriented tourism is one of the
Project’s primary economic and financial justifications (see Economic Analysis,
Annex H). The Project will finance the construction of facilities needed to serve
visitors to the three national parks and the Grecia Forest Reserve. Most of these
facilities such as visitor centers, overlooks, camping and picnic areas, water
supplies, sanitary facilities, nature trails and others have already been proposec in
various planning documents and their design and construction will begin quickly.
The need for other facilities might emerge as a result of the detailed managsment
plans

70
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which the Project will prepare. All design and construction wiil be contracted to
private companies as a result of a bidding process. The CDF Office of Fianning
and Evaluation will develop specifications for the contracts and control compliance.

In addition to facilities, attention to visitors also requires certain services
such as guides, attendants at entrance points, maintenance at heavily used sites,
sale of food, provision of riding horses and instructors for specialized groups such
as students and bird watchers. Without the provision of such services, excessive
uncontrolled use 5f the protected areas could result in degradation. The CDF will
prepare a pian far public use as part of the management plan for the natural areas,
contract the guides and other personnel that will be required, and train them. It will
design special interpretative programs and educationa! materials for visitors,
particularly for students. Whenever possible these services will be provided
through concessions that are controlled by the CDF.

The conservation of natural protected areas cannot succeed without the
collaboration of the local inhabitants. Outreach to and education of these rural
people is needed but is not enough. Some of them must also perceive the
protected areas as sources of income. The CDF will give preference to local
inhabitants whenever opportunities for income generation occur; for exampls, the
concessions mentioned above for food, riding horses, white water ratting, trail
maintenance, boundary demarcation and maintenance, and various guide

services. Whenaver possible CDF personnel will be recruited from arnong local |

inhabitants, although the range of skills available can be a limitation. Contractors
that build infrastructure with project furids will be encouraged, and for some jobs
even required, to employ local people. The CDF will strengthen the volunteer
program which is already successfully used by the SPN. It wiil lay down guidelines
for meeting subsistance costs of voluntsers, rules for selection, responsibilities and
will promote their recruitment. The volunteer program serves the double purpose
of education of the volunteer and the provision of lcw-cost services for the
protected areas.

Table 6 provides a brief summary of the implementation schedule for the
principle activities of this component. A more detalled picture is provided in Annex
K: Implementation Plan. Table 7 shows the budget for this component.

B
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TABLE 6: IMPLEMENTATION PLAN: PROTECTED AREAS COMPONENT
Project Year
Activity I 2 3 4 5 € 7

l. ManagenentPlan | 4t —deeeerleenn SR S

2. Establish Boundaries S PR I PR PR

3. Buy Inholdings

4. Infrastructure for Visitors

5. Services for Visitors

6. Community Participation Y PR AP N FP

* Note: —— Continuous Activity; - Sporatic Activity

TABLE 7: MANAGEMENT OF PROTECTED AREAS BUDGET

A.lD. GOCR
| $000) (C000)
i. Management Plans 7.3 -
2. Mark Boundaries 9.8 -
3. Buy Enclaves 18.1 -
4. Visitor Infrastructure - 35,5636.8
5. Visitor Services 23.0 -
6. Community Participation .450.0 _1,638.0

TOTAL $682.2 C37,74.8
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3. Management of N | For

The second land-use category for the FORESTA Project is those
natiral (i.e. existing virgin or regrowth) forests where forestry activities are legally
permitted, deforestation is not yet far advanced, and the land is classified as
capable for sustainable production forestry. This component will deveiop
guidelines for controlling logging, selecting trees to harvest, constructing Iog?ing
roads and silvicultural practices. Financial incentives and technical support will be
provided to develop a viable veriically inte%rated forest enterprise which combines
sustainable management of tho forest with efficient utilization of the wood. This
component wili concentrate on the three remaining sizeable blocks of forests with
commoercial potential: Las Horquetas, La Virgen del Socorro, and Rio Corinto (see
Figure 3). The Project will provide $170,000 and G78 million in counterpart for this
component.

Forest management requires effective control of harvesting and land
clearing operations. At present, the procedures and mechanisms by which the
DGF carries out these controls are inadequate. Through technical assistance the
Project will help the DGF in revising the regulations, procedures, inspection
mechanisms and processing of permits. The new procedures will be tried out in
the project area under conditions carefully monitored by the technical staff of the
DGF and of CDF. The affected parties, especially forest owners, loggers and
industrialists, will be consulted for feedback. The intent is to get away from the
current piecemeal procedure of individual permits of short duration and with
numerous loopholes. Instead, individual forest owners will develop, with the
assistance of CDF staff, a multi-year management plan which includes detailed
harvesting and regeneration activities. Once approved by the DGF and the CDF,
the management plan will serve as the authorizing document fci logging over
several years. As long as periodic field inspections show compliance with the plan,
the owner will be allowed to proceed. Such simplified procedures will act as an
incentive for owners to manage their forests.

As part of developing guidelines for forest management the CDF will
contract with specialists to compile the relevant experience and draft standardized
technical guidelines which will be required for all individual management plans,
covering such operations as construction of logging roads, selection of trees to
harvest, permissible logging practices which cause minimal damage to the residual
stand and silvicultural interventions (eg: thinnings). These guidelines will become
standard provisions for attachment to the irdividual forest management plans. The
guidelines will assure that management plans become easy to prepare, practical
tools rather than the expensive, bulky, academic documents they now tend to be.
On selected properties the effect of the guidelines will be carefully monitored by the
CDF technical staff, especially with respect to logging damage, stand development
and regeneration.

e —— o ——
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The project design team has recommended two alternative
silviculturai practices for use in the forests of the project area: "clear-cutting” of
narrow strips (where all timber is removed and then the strip is left to regenerate
naturally) and "liberation thinnings" in harvested stands (where only selected trees
are removed, Ieleasing young promising individuals to develop for later harvest).
Details of each are dicussed in the Technical Analysis (Annex F) and the
Environmental Assessment (Annex 1). Applied research aimed at testing these
practices and at improving the guidelines will be contracted to local institutions
qualified in forest research (eg: CATIE). These long-term studies will involve plots
for experimental treatments and permanent inventory plots to assess stand
development, all of which require periodic remeasurement and analysis over
several years. Based on the monitored forests, research and general observations,
revised editions of the guidelines will be prepared periodically. With the help of the
rasearch institution, the technicians of the DGF, the CDF and those contracted by
the forest owners will be trained in application of the guidelines.

Unfortunately, the design team datermined that even the best
guidelines, suppoited by technical assistance, implemented ac completely as
possible, are not sufficient for forest owners to obtain attractive financial returns
from sustainable forest management. Many forest operations have great
economies of scale and cannot be carried out individually by owners of small
tracts. For example, teams of oxen for extraction of logs, smali sawmills, forest
technicians and lumber marketing channeis are only financially viable if they serve
relatively large areas of forest. This leaves two basic possibilities: either sharing
these means of production between numerous forest owners who retain ownership
of their land (eg. a cooperative), or consolidation of the forest properties under one
enterprise in which the original owners can participate if they desire. Both options
received considerable study during project design. Although the first is not
discarded, the second option was found to be better adapted to local realities and
the one on which the Project will concentrate. (See Technical Analysis, Annex F.)

Therefore, this component of the FORESTA Project will provide
technical assistance and financial incentives through the CDF, to create a

commercial enterprise, a company (sociedad anonima), which combines the

industry that processes the wood with the forest which produces it, and which
manages this forest under one unified plan.

It is, clearly, too early to predict what this enterprise will look like,
including its ownership and financial structure. The Project does not intend to
dictate what those structures should be. The CDF will evaluate potential enterprise
arrangements and support those with the best prospect for mesting the Project’s
purpese. The following paragraphs describe a sample enterprise which the design
team believes could meet the requirements of the Project.

The enterprise will be managed just as any other commercial
company. It will have a board elected by the shareholders, many of whom are
ev~acted to be forest industrialist and the former land owners. Involvement of the
f mer is essential because of their management experience and contacts. The

aterprise will contract an experienced manager and other personnel.
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The enterprise will acquire forest land through one of at least three
possible means of compensation:

-- payment of 25% to 50% of the price of the land and forest in cash,
and the balance in stocks in the enterprise;

-- a downpaymaent for the land and the forest, with the balance spread
over three to five years; and

-- purchase of the right to the forest only, with payment partly in cash
and partly in shares.

The idea behind these three alternatives is io encourage forest
owners long-term patrticipation by making them part owners in the enterprise and
improving their cash flow while, at the same time, reducing the cash outlays of the
enterprise during the start up phase.

As an incentive to participate, the enterprise will assist those owners
who do not have clear title to their land, a common situation in the area, with
surveying and legal services to straighten out their tenure situation prior to
purchase by the enterprise. It will also provide the forest inventories needed tc
estimate the price of the properties. For those claimants who are not legally able to
obtain clear title to the land (such as those inside the Forest Reserve) the sale of
user's rights and acquisition of shares (alternative 3) is the only option. The
existing, strong association of settlers in the Rio Corinto area of the project could
serve as a nucleus for formation of the enterprise.

This scheme will bring considerable benefits to the local inhabitants.
In all cases the enterprise will only purchase land with forest cover. The owners
will continue to farm the land under agricultural use as always, without disruption of
their way of life. They can improve their farm by investing the money received for
selling the forested portion in farm machinery, infrastructure or new crops. Second,
many of these residents will receive a regular compensation from the enterprise for
protecting the forest against illegal infractions, maintaining fences and keeping an
eye on the property. Third, the enterprise will be a new source of employment both
in the woods and the sawmill. It will give preference for employment to local
residents. Fourth, those former owners who have chosen the stock option will
receive dividends. Finally, the local inhabitants will also be the beneficiaries of
other components of the Project, especially of reforestation and agroforestry which
will help them improve their farms.

The purchase of a local sawmill and logging equipment wili be similar
to the procedure for the land purchases, that is, a combination between cash and
shares. As a result, the management of the forest, logging and processing will be
under the complete control of the enterprise, a condition considered important for
efficient operation. The enterprise will have a strong incentive to manage the forest
upon which it depends. The value added through processing of the wood will
contribute to the enterprise as a whole and will ultimately benefit the shareholders
and the local residents who receive forest related employment.
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During the start-up phase, operation of the sawmill will change only
slightly, because attention of mangement will focus on organization of forest
harvesting, management and the supply of logs to the sawmill. At first the mill will
continue to purchase most logs from outside the project area as it has always
done. Gradually an increasing proportion of logs will be derived from the managed
forests of the enterprise. Two innovations will be introduced by the enterprisa for
dealing with smali logs: the use of oxen teams for logging and of portable sawmills
as a complement to the stationary mill. As the enterprise deveiops, Project
incentives will finance investments in the sawmill to improve efficiency and to
increase the range of products by incorporating preservation plants, dry kilns,

planers and secondary manufacturing. An assured wood supply allows the

enterprise to make this type of long-term investment, which other mills in the
country are not able to risk.

Irrelevant of the final enterprise structure, foresters contracted by the
enterprise will prepare a management plan for its forast property. Management of
all the land as a single unit, allows costs of roads and logging, which represent a
large proportion of the cost of producing lumber, to be rationaiized and minimized.
The management plan will be submitted to the CDF and the DGF for approval.
Periodic inspections to check compliance with the plan will be carried out by the
DGF. The enterprise will contract its own technical assistance.

As this enterprise demonstrates the feasibility of managing the forest
in coniunction with industry, many new oportunities for increased involvement will
open up. More forest owners will be attracted either to become shareholders or to
manage their properties on their own or in association with others. As income from
jobs and shares in the enterprise increases, giadually a consciousness of forestry
as a sustainable financial activity will develop in the region. In the long run, this
attitude will reflect favorably on maintainance of productive forests and on
reforestation.

It is unlikely that an enterprise which manages forests on a
sustainable basis could be financially viable in Costa Rica without some kind of
government subsidy. One of the reasons is the large amount of capital that would
have to be tied up in the acquisition of forests, part of which would not produce
returns until many years in the future. Most countries, including the U.S. and Costa
Rica, recognize that because of the special features of forestry, such as its multiple
benefits which are not adequately valued in our economic system and its long time
horizon, many forest activities marit government subsidies. For example, Costa
Rica for years has given generous tax incentives for reforestation and is
considering expanding these to the management of natural forests. It is also
generally accepted that governments (and the FORESTA Project) finance the
acquisition and management of natural protected areas such as national parks,
because of their social and biological values which are not reflected in financial
analyses (and not easily quantified even in economic analyses). An enterprise
which successfully manages a large area of natural forest and thereby prevents its
destruction, provides many of these "externalities" and contributes to the
- 'nservation of the adjoining parks. Consequently the Project will' provide

centives which will help to make the sustained management

@
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and utilization of natural forests into a financially viable business.

The exact nature of these incentives will be negotiated during project
implementation. Conditions of financing and disbursement will be contingent on
proposals submitted by interested forest owners and investors, sustained by
detailed feasibility studies of the specific enterprise. One of the main selection
criteria will be the willingness of the investor to risk some of his own resources.
The aim will be a flexible incentive program that can be responsive to the specific
needs of a prospsctive investor. Whether the mechanism is to be a direct subsidy,
credit, cost sharing, leasing arrangements or a combination of these or other
incentives will be decided once the proposals are negotiated. It is forseen that this

- kind of flexible arrangement which stimulates innovation and creativity on the part

of the entrepreneur is more likely to result in a successful program than the

+ customary route of preparing the scheme by an outside design team.

The CDF will be the principal catalyst for all of these activities. The
Project will make available to the CDF $I million in local currency to allocate for
such incentives. The final decision as to the destiny and modality of the incentive
program will be made by a committee which includes, as a minimum,
representatives from the CDF, DGF, and A.l.D. Working with local forest owners,
the CDF staff will be responsible for presenting this scheme, encouraging
proposals, organizing potential participants in the enterprise, evaluating feasibility
studies, and supporting negotiations. The support contract for the CDF will be very
important in carrying out these activities. This incentive fund will be kept in the
CDF's endowment to Stg)port \he capitalization of the Trust Fund, subject to
withdrawal by the CDF’s Board as it funds interested investors and an appropriate
incentive vehicle. In addition, funds have been bhudgeted for specialized technical
assistance for the Foundation.

Table 8 provides a brief summary of the implementation schedule for
the principle activities of this component. A more detailed picture is provided in
Annex K: Implementation Pian. Table 9 shows the budget for the implementation
of this component.

TABLE 5: IMPLEMENTATION PLAN: NATURAL FOREST MANAGEMENT
COMPONENT

Activity Project Year

I. Forest Control Plan

2. Forest Management Procedures

3. Forest Enterprise

4. Forest Under Management

5. Establish Forest Industry(s)

*Note:____ Continuous Activity; ..... Sporatic Activity
}




TABLE 9: NATURAL FOREST MANAGEMENT BUDGET

A.l.D. GOCR
($000) (C000)
I.  Control Mechanisms 5.0 -
2. Technical Guidelines 100.0 -
3. Forest Enterprise 40.0 -
4. Forests Under Management 27.5 -
5. Investment Incentive Fund - C78,000.0
TOTAL $172.5 C78,000.0

4. Integration of Trees on Farms Component

The third land use category established for the FORESTA Project is
land currently under agricultural use (crops or pastures). Much of this land in the !
! project area has been cleared for crops and pastures even though it is not capable
~_ ; of sustaining such uses. This component will encourage returning that land which ;
y is inappropriate for agriculture to forests, and promote the integration of trees in a
- beneficial way on good agricultural land. Local grass-roots organizations will be
created/fortified to serve as the primary mechanism for encouraging these
activities. The Project will provide $24,50C from the A.LD. grant and about C32.5

million from the GOCR counterpart contributiun to implement these activities.

Much of the land which has been cleared for pasture and crops is not
capable of sustaining such uses and should return to a forest cover, either by
letting the land naturally revert to forest or by establishing plantations. On the other
hand, much of the land appropriataly used for pasture and crops could benefit
through the integration of trees as fencerows, windbreaks, woodlots, for shade over
crogs and pastures, or in other arrangements. Therefore, the project will promote
both the establishment of forest plantations and the planting of trees in conjunction
with pasture and crops (or agroforestry practices, as these associations are
commonly called). Both of these ways of planting trees are closely related. Many
of the species, techniques and the individuals involved tend to be the same. In

ractice, the same nurseries and technicians would often be used for both. °
owever, for conceptual and planning purposes, plantations in blocks and the
integration of trees with pastures and crops will hers be described separately.

Considerable experience is available in ecologically similar areas of Costa

Rica on the establishment and management of plantations. CDF foresters will

: compile and analyse the information available on species selection for the most
. rommon sites, nursery tachniques, plantation techniques and management of the
. :antations. Particularly useful sources of information will be the Tree Crop
i:roduction Project through which the DGF, with CATIE and ROCAP assistance,

as been




promoting farm forestry for about eight years. Many of the organizational and
extension schemes évolved under that project can be appiied. Also species trials
being carried out by the Organization for Tropical Studies within the project area
will help determine additional species and techniques. Finally, biological divarsity
and the creation of wildlife habitats will be included among the criteria for selecting
tree species to be promoted. (Ses Technical Analysis, Annex F).

To encourage the establishinent of plantations, the GOCR currently
provides financial incentives - primarily tax credits. More than 90% of the more
than 12,000 ha of plantations in blocks established in Costa Rica during the last
two years have berefitted from these incentives. The modality is moving away
from an income tax credit toward a bond (Certificado de Abono Forestal = CAF)
which can be used to pay various taxes or traded cn the security exchange. The
GOCR will allocate a certain percent of the country’s CAF’s to the project area in
order to encourage reforestation. The use of CAF’s using the present amounts and
procedures is not a permanent solution to reforestation. There is considerable
interest in svolving more effective and less e;pensive incentives, a tendency which
the Project will support. However, the CAF's are seen by the GOCR and the
design team as a means of demonstrating the feasibility of forest plantations and of
having a rapid impact.

The CDF foresters will select the community leaders, oiganizations and
individual farmers most interested in establishing plantations. The project design
team found that there is already considerable latent interest in the project area.
Preference will be given to cooperatives or other groups. The foresters together
with the owners will determine the most appropriate species for each site which is
intended for planting and the area to be planted. This information will be the basis
of a simple reforestation plan for each property. With this plan the CDF foresters
will assist the owners in submitting the request for CAF's and provide the
necessary technical certification, whenever appropriate.

Nurseries will be established according to the reforestation plan.
Emphasis will be given to communal, family or commercial nurseries all operated
by the interested parties themselves, but with technical and modest material
assistance from the Project. The Project wiil also help with the acquisition or
collection of good quality seeds. Establishment and management of the plantations
will be the responsibility of the owners, but the Project will continue to contribute
technical assistance.

The Project, through the CDF, will provide short courses to tree planters
and nursery operators in subjects related to reforestation. As plantations grow,
selected ones will be used as demonstrations to encourage the expansion of this
activity. This will require thinnings and careful documentation of all costs and
benefits. A collaborative agreement will be made with the Tree Crop Production
Project (of ROCAP) so that this (froject helps monitor demonstration plots and
carries out research on growth and management practices, as part of a network of
such studis which it carries out throughout Central America.

Expurience in other areas of Costa Rica has shown that the

k
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second modality of planting trees, that is in agroforestry combinations, tends to be
acceptable by a much larger number of farmers, although usually on a smaller
scale. Most farmers in the project area, just as elsewhere in Costa Rica, already
practice some form of agroforestry. The Project will promote improved practices
and wider application based on CDF developed guidelines. It has often been
" shown that successful promotion of these techniques requires very intensive
extension services, provided on a long-term basis, combined with demonstration
plots.

Because of the large number of potential beneficiaries, this extension
program is best carried out through groups of farmers. As a first step, CDF
technicians will identify promising groups. Based on interest, location and group
characteristics, the technicians will prepare a plan for extension and training.
Subjects covered will include species selection, agroforestry techniques, sutreach
strategy, nursery location, types of courses, location of demonstrations and
possible incentives. Two teams of extensionists will be contracted by the CDF
primarily for the agroforestry work, and te help with reforestation. Each team will
consist of one professional forester and two mid-level technicians (peritos), all of
whom will be provided with transportation. The teams will receive on-the-job
training through the Tree Crop Production Project and will participate in short
courses periodical™ offered by that project. In turn these two teams will motivate
and instruct the selected farmer groups in nursery coperation, tree planting and
management. They will provide continuous, reliable, well-founded technical
assistance to those groups whose members participate in agroforestry practices.
They will help establish and make full use of demonstration plots on the farmers’
land. They will lead extension events such as courses, field days, and
demonstrations of harvest vperations. The effectiveness of this approach has been
demonstrated in several areas of Costa Rica (San Ramoén, Hojancha, Pérez
Zeledon, the Rio Parrita watershed) and will yield an accelerating rate of planting.
These trees become important sources of fuel, rustic construction wood, posts and
poles for the farmers.

As mentioned above, both the retforestation and the agroforestry
activities will be primarily implemented through groups of farmers. A team of CDF
technicians involved in the various components will meet with local farmers and
groups of farmers to determine their potential for working together in resource
management. Together with those groups seiscted, the technicians will develop
%roup-specific implementz.tion plans for reforestation and agroforestry activities.

he CDF, in collaboration with ROCAP's Tree Crop Production Project and CATIE,
will sponsor courses and workshops on technical and organizational subjects
during the second and third year of the Project. The CDF will help establish links
between these groups and with relevant existing umbrella organizations (see
Institutional Analysis - Annex E). The thrust of the interaction with the groups will
be to get them to be rore involved in tree planting, forest management, and the
protection of natural areas. This ties in with the CDF’s environmental education
activities described in the General Operations Component of the Project.

The following Table 10 provides a brief summary of the
npiementation schedule for the principle activities of this component.




A more detailed picture is provided in Annex K: Implementation Plan. Table 11
provides a summary of the budget for the implementation of this component.

; TABLE 10: IMPLEMENTATION PLAN: TREES ON FARMS COMPONENT

Activity | Project Year

{. Reforestation |

2. Agroforestry

3. Community Involvement

“Note: ____ Continuous Activity; ...... Sporatic Activity

TABLE 11: TREES ON FARMS BUDGET

A.1.D. GOCR
($000) (C002)
. Reforestation 2.0 16,224.0

2. Agroforestry 6.5 16,224.0
3. Community Organizations 16.0 -
TOTAL $24.5 C32,448.0

D. End of Project Status

. The most important accomplishment of the Project will be the
strengthening of the Cordillera Development Foundation to become a permanent
self-sustaining private organization primarily respensible for the control and use of
the natural resources of the Central Cordillera area. The Foundation will have a
fully functioning planning office with established relationships with the relevant
GOCR authorities and with the area’s rasidents, which provides practical and
acceptable (to the end users) plans and guidelines for all activities related to the
natural resources under its authority.

The CDF will be effectively managing the three national parks and other
protected areas in response to the MIRENEM-approved management plans and
guidelines. The Foundation will have the trained staff and facilities necessary to
implement its activities and to assure protection of the protected areas.




-32-

The CDF will have the technical expertise to support and guide
commercial forestry activities in the non-protected forests. It will also have a
limited investment incentive fund with which to support new forest enterprises - at
least one of which will be created during the life of the Project - which combines
forest management for a sustainable supply of wood and wood processing
operations.

As a result of technical assistance and guidance from the CDF, local
residents will be benefitting from improved forest management and agroforestry
practices on their own lands. New jobs created by the CDF and the forest
enterprise will also be providing income for these families.

The rapid pace of deforestation in the project area will be arrested
significantly and reforestation will be carried out.

By demonstrating to the Central Cordillera residents (and indirectly to
other Costa Ricans) the vaiue of the forests for the ecology and for their own
financial benefit, and by creating a permanent planning and control mechanism for
the Central Cordillera which promotes appropriate land use, the FORESTA Project
will have achieved its purpose.

IV. PROJECT IMPLEMENTATION
A. Administrative Arrangements

This section provides a description of how the Project will be implemented
including the strengthening of the Cordillera Developmsent Foundation, technical
support to the Foundation In the early years of the Project, and the creation of the
Central Cordillera Trust Fund which will provide ongoing financial support to the
Authority once the Pro[ect ends. A more complete description of these activities is

included as Annex Description of the Administrative Structure and the
Endowment.

The Mission will enter into a Project Assistance Agreement (FroAg) with
the Foundation and the GOCR represented by the Minister of Natural Resources,
Energy and Mines (MIRENEM) which grants $7.5 million to the GOCR on an
incremental basis. The ProAg will aso commit 1,200 million in local currency
resources and assign then directly to the Foundation on an incremental basis. The
first funding increment will be C400 million previously programmed under PIL No.
32. The C800 million balance will be made available under ESR VIlI, currently
under negotiation. In the ProAg the GOCR will request A.l.D. to enter into a
Sub-Agreement (HB-13) with the Foundation for the Development of the Central
Volcanic Cordillera (CDF) to commit approximately $6 million. In addition the
ProAg will have the following provisions:

1) ALD. and CDF will jointly enter into a contract with a support
orgﬁnization to provide financial control and administrative assistance
to the CDF;

2) A.LD. agrees to fund the above-mentioned support contract;
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the GOCR agrees to be responsible for oversight of the Project, to
provide implementation guidance to the CDF and to supervise the
support contract,

the Parties agree that C810 million of the GOCR counterpart
contribution will be used by the CDF to establish an endowment fund
(the Central Cordillera Trust Fund) for the CDF (the balance of the
local currencies will be used for program costs);

the Parties agree that A.L.D. will establish a mechanism to provide up
to $100,000 from the A.L.D. dollar contribution for the purpose of
meeting initial approved project costs prior to meeting the CPs and
entering into the sub-agreement described below. :

Once the ProAg is signed, the support contractor, the General Manager,
and the Controller are en board, and A.l.D./CONT determines that the CDF can
receive funds, A.l.D. will enter into a Sub-Agreement (HB-13) with the Foundation
committing approximately $6 million. This Sub-Agreement will describe the duties
and responsibilities of the Foundation for the implementation of the Project
including the establishment of the endowment.
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Setting up the initial administrative structure for the Foundation is fairly
simple and rapid, the steps required will be taken v@ry soon after the Project
begins. However, developing the foundation into the fully operational forest
rasource management entity that it was designed to be, successfully perforring all
the functions required of it, including having procedures acceptable to the Mission
for the accountability and control of funds, is expected to take approximately two
years. In order to carry on implementation activities during this period, A.l.D. and
the Foundation jointly will contract with an established entity with the technical,
financial and administrative capabilities to assist in the development of the
Foundation into a fully functioning organization and in the implementation of the
Project. For the Contractor to be acceptable to A.LD. it must be able to provide the
financial control and administrative support to the Foundation such that the
Foundation (with the contracted support) an be certified by the Mission to receive
and manage A.l.D. funds. Contractor selection will be through the open bidding
procedure. lllustrative terms of reference are includad as Attachment A to Annex
L. Once this support coniract is executed and the contractor and staff are in place,
an assessment of the financial and management capability of the CDF, as
supported by the contracted T.A., will be undertaken. If the assessment is positive,
A.1.D. will enter into the Sub-Agreement.

The Fou. . -lion will contract an NGO (referred to herein as the "fiscal
agent") to meriior #~d control disbursements of the local currency which will be
kept in a special pr.., 3¢t account. The fiscal agent will also oversee the endowment
fund until another fiauciary is selected.

The Foundation currently consists of a Board of Directors, who, as a
condition precedent to disbursement, will hire a General Manager who will be
responsibie to the Board for the day-to-day operation of the CDF and a Financial
Controller resronsible to the General Manager. The Foundation will also have: (l)
an Office of Planning and Evaluation responsible fer preparing the strategies for the
Central Cordillera and for monitoring project activities; (2) a Department of
Operations responsible for all field activitias arid the operational centers; and (3) a
Department cf Administration responsible for funds and personnel management.
Each of these units will start very small and initiall?/ will depend on contracted
technical assistance and th:» support contractor io fulfill its responsibilities under the
supervision of the General Manager. Each divisiocn should be fully functional by the
end of the second year of project implementation.

During the life of the Project, activities will be financed by project funds.
Initially, before the Foundation has built up its capability, most activities will be
carried out by contracted personnel. Gradually permanent personnel of the
Foundation will assume increased responsibilties and eontracted personnel will be
phased out. The rate of this transter of responsibility will be determined by the
Board of the Foundation.

The project budget includes the local currengy equivalent of approximately
$10 million from the GOCR counterpart contribution to establish an endowment fund
for the Foundation (the Central Cordillera Trust Fund). In addition, other donor
support for the endowment will be

mm———
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sought from other donors (see Annex L).

The endowment will be kept in a separate account at the Central Bank of
Costa Rica ﬁBCCR), invested in GOCR long-term securities, during the entire life of
the Project In order to capitalize. Neither principal nor interest will be disbursed
from the endowment until the Prgect terminiates and project funding ceases. At
some point during the life of the Project, the Foundation, with the concurrence of
the Mission and the Minister of Natural Resources, will select a fiduciary,
completely separate from and independent of the Foundation, to ccatrol and
manage the fund. Since the fund is to be created to support the activities of the
Foundation into perpetuity, only interest from the endowment can be disbursed -
the principal will not be spent. Timing for the selection of the fiduciary wili be
ecided by the Board of the Foundation, with the only stipulation being to do so
prior to the PACD. An early selection is not necessary since the funds will remain
in the BCCR in iong-term GOCR securities with no investment or disbursement
decisions to be made until project funding has terminated.

The GOCR has indicated a desire to rebuild the National Parks
Foundation (FPN), a private foundation established by the GCICR to seek out and
manage funds to support the national parks. Over the years ths FPN has withered
nearly away (see the Institutional Analysis, Annex E). The GOCR and the project
design team agree that the FPN would be an acceptable fiduciary for the
FORESTA endowment fund if the FPN is rebuilt and can be certified to handle
funds. The GOCR believes such a process will take a "few" years to achieve an
acceptable operation.

The Project will also provide: ar, A.L.D. direct-contracted Project Adviser to
work with the support contractor, MIRENEM and the CDF. The individual will also
be the primary liaison between the A.1.D. Project Manager (in HDD? and the Project
and will provide close oversight of all project activities during the first four years of
the Project. There has been $480,000 budgeted for this contract.

The collaboration of certain government agencies, especially the SPN and

DGF, will be essential for success, partly because some legal functions épermits,

control, etc.) cannot yet be delegated to a private entity such as the CDF. The

composition of the Board of Directors of the CDF will also facilitate collaboration.

Collaboration will also be encouraged through one of the innovations of the Project,

jginlt: operational centers shared by field staff from both SPN and DGF, as well as
DF.

This Project will be implemented in two pheases. Phase | will cover the
period from the s!?ning of the Project Agreement through the first year of Project
implementation. The activities to be undertaken during Phase | will be directly
related to the staffing of the CDF and those project activities which will directly
benefit Costa Rica and stand on their own even if the CDF were never to be
brought to its full operational potential, eg: land use and management planning,
~iready approved (by the GOCR) national park infrastructure design and
:onstruction, construction of some operations centers, forest use control studies,
and initial community outreach studies. The total cost of these activities will be
approximately 5.4% of total project cost.
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After the first year, the Ministry of Natural Resources and the USAID Mission
will conduct a joint internal assessment of the status of the CDF and the Project.
The following questions will be answered:

1) (a) can the CDF as currently constituted achieve the long-term purpose
of the Project?

(b) is it desirable to continue with the current CDF structure?

(c) should/car: the current structure be adjusted so as to achieve the
purpose of the Project?

(d) does the tax status of the CDF or its endowment fund impact on the
Project?

2) Is project implementation on track?

3) Can it be expected that the Project will achieve its purpose?

Based on the results of this assessment, the assessors will determine whether
to continue, modify, or terminate the Project. Because of the importance of this
decision, the assessors will be the following:

For A.l.D.: the Mission Director, the Project Officer (HD(?}, a Project Design
Cificer (PDO), and the ROCAP Forestry Adviser with support
from other divisions as necessary;

For the GOCR: glgNMinigter of Natural Resources and the heads of DGF and
SPN; an

The contracted A.1.D. Project Adviser.

Upon approval of the assessment, Phase |l begins and covers the rest of
project implementation.

Jd
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B. Financial Plan and Analysis
I General Description

Table 12 shows the total project costs by component and source of
financing. The GOCR counterpart contribution is derived entirely from ESF local
currency generations. Beyond that shown, the GOCR will be contributing salaries
of all GOCR employees who will participate in project implementation and will
comrinit itself, at a minimum, to maintain the current level of staffing for project
activities.

The $7.5 million shown in Table 12 as the A.l.D. contribution is
composed of an estimated $3.06 million for direct foreign exchange (FX) costs and
$4.44 million to be converted into colones for local currency costs. Table I3
provides a breakdown of the direct FX use of the dollars donated by A.l.D. by
component and year of expenditure.

Table 14 presents the local currency budget of the Project from both
the A.LD. grant and from the GOCR counterpart by component and year of
expenditure.

Finally, Tables 15 and 16 show the total Project Budget as actually
contributed by A.l.LD. and the GOCR, and as all U.S. dollars for comparison,
res:-3ctively.
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TABILE 12: TOTAL PROJECT COSTS BY COMPONENTS AND SOURCE OF FIN

ANCING
. (in thousands of dollars and dollar equivalent) 1/
. AID 2/ GOCRY  TOTAL
. CDF
A. General Operations 2,828.8 2,808.7 5,637.5
B. Mngt. of Protected Areas T 682.2 476.6 1,1568.8
C. Natural Forest Mngt. 172.5 1,000.0 1,172.5
D. Trees on Farms 24.5 416.0 440.5
E. Administration 1,033.7 204.2 1,237.9
il T.A. Support Contract 720.8 - 720.8
ll.  A.LD. Project Adviser 480.0 - 480.0
IV.  Audits and Evaluations 285.0 - 285.0
V. Inflation and Contingencies 1,272.5 94.5 1,367.0
VI.  Endowment - 10,000.0 10,000.0
TOTAL 7,500.0 15,000.0 22,500.0
1/ Exchange rate used: US$1 =78 colones.

2/ A.L.D. contribution represents the amount of the local currency costs
financed with dollars, plus the dollar cost items.

- 3/ ESF generated local currency converted to U.S. dollars only for the
pumoses of comparison.




TABLE 13: DOLLAR COST BUDGET BY COMPONENT AND YEAR
(Thousands of Dollars)

Phase | | Phase i
Year 1 | Year2 Year3 Year4 YearS Year6 Year7 Total

L CDF
1. General Operations 374 10.0 8.0 5.0 4.0 4.0 2.0 70.1
2. Mgt. of Protected '
Areas 20.0 214 16.4 5.0 - - - 62.8
3. Natural Forest Mgt. 75.0 30.0 25.0 10.0 10.0 5.0 5.0 160.0
4. Trees on Farms - 5.0 3.0 2.0 1.0 1.0 1.0 13.0

5. Administration - - - - - - - -

-ov—.

il Support Contract 1876  338.8 122.7 71.7 - - - 720.8
.  A.LD. Adviser 90.0 120.0 120.0 120.0 30.0 - - 480.0
IV.  Evaluation and Audits 20.0 20.0 100.0 5.0 20.0 100.0 20.0 285.0
V. inflation & Cont. 2215 215.3 159.4 162.7 120.4 i11.3 281.9 1272.5
VI. Endowment - - - ~ - - - -
TOTAL 651.2 760.5 554.5 381.4 185.4 221.3 3099 3,084.2




TABLE 14. LOCAL CURRENCY COST BUDGET BY COMPONENT AND YEAR
(Thousands of Colones)

Phase | | Phase 2
Year1 | Year2 Year3 Year4 Year5 Year6 Year7
i. CDF
A. General Operations 41,3905 02,024 56,963 60,902 57,985 58,305 56,690
B. Mgt. of Protectad Areas 5,889 4,633 15,608 31,379 9,976 9,167 8,845
C. Natural Forest Mgt. - 78,390 195 195 - 195 -
D. Trees on Farms 3,806 4,345 4,976 4,781 7,004 4,274 4,157
E. Administration ii,755 15,584 13,845 12,048 15444 14,118 12870
Il. Support Contract - - - - - - -
1. A.LD. Adviser - - - - - - -
IV. Evaluation and Audits - - - - - - -
V. inflation & Cont. - - - - - - 737
Vi. Endowment 810,000 - - - - . -
TOTAL 872,845 204,976 91,587 110,205 90,409 86,049

* C78 million programmed for the investment incentive fund can be disbursed as soon as required after the
approval of Phase |l.

Total

434,264
85,487
78,975
33,343
96,564

7,371
810.000

89,933 1,546,004

-1
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TABLE 15: FORESTA PROJECT BUDGET (Actual)

CDF

A. General Operations
I. Overall Strategy
2. Operation Centers
3. Forest Protection
4. Environmental Education

B. Management of Protected Areas
|. Management Plans
2. Mark Boundaries
3. Buy Enclaves
4. Visitor Infrastructure
5. Visitor Services
6. Community Participation

C. Natural Forest Management
l. Control Maechanisms
2. Technical Guidelines
3. Forest Enterprise
4. Forest Under Nanagement
5. Investment Incentive Fund

D. Trees on Farms
I. Reforsstation
2. Agroforestry
3. Community Organizations

E. Administration
I. CDF Staff

A.L.D. Adviser

T.A. Contract

Audits & Evaluations
Inflation & Contingencies
Endowment

TOTAL
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COUNTERPART GRANT

(000 Colones)

382,629.0
219,078.6
104,660.4
113.638.2
780.0
37,174.8
35,536.8
1,638.0

78,000.0

78,000.0
32,448.0

16,224.0
16,224.0

15,927.6
15,927.6

7,371.0

810.000.0
C1,200,000.0

(000 Doliars)

4,741.7

2,828.8
67.1

2,731.7
30.0
682.2
71.3

119.8
18.1

23 0
450.0

172.5

—t
[
W =
w o

1,033.7
480.0
720.8
285.0

1,272.5

$7,500.0
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TABLE 16: FORESTA PROJECT BUDGET (In Dollars)

CDF

E.

General Operations

I.  Overall Strategy

2. Operation Centers

3. Forest Protection

4. Environmental Education

Management of Protected Areas
anagement Plans

Mark Boundaries

Buy Enclaves

Visitor Infrastructure

Visitor Services

Cc»munity Participation

OO AWNT

Natural Forest Management

I.  Control Mechanisms

2. Technical Guidelines

3. Forest Enterprise

4. Forest Under Management
5. Investment Incentive Fund

Trees on Farms

I. Reforestation

2. Agroforestry

3. Community Organizations

Administration
. CDF Staff

T.A. Contract

. A.l.D. Adviser

Audits & Evaluations

Inflation & Contingencies

Endowment

TOTAL

__AID GRANT
FX ($000) LC ($000)
3059  4,435.8
701  2,758.7
50.1 17.0
- 27317
20.0 10.0
62.8 619.4
62.8 85
- 119.8
- 18.1
. 23.0
- 450.0
160.0 125
5.0 -
100.0 -
40.0 .-
15.0 125
13.0 115
: 2.0
. 65
13.0 3.0
- 1,0337
- 1,0337
480.0 -
720.8 -
285.0 -
1,272.5 -
$3,064.2 $4,435.8

*

GOCR *
LC ($000)

4,905.5
2,808.7
1,341.8
1,456.9
10.0
476.6

455.6
21.0

94.5
10,000.0
$15,000.0"

* NOTE: GOCR local currency contribution is a cash contribution, not in kind, and is in
colones. This conversion which is calculated at C78/dollar, is for comparison

purposes only.
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2. Methods of Implementation and Financing

a. Chart of Methods of Impiementation and Financing

Table 17 presents a chart with the implementation and financing
methods to be used in the project.

b. Narrative, Financing Methods Assessment
(1) Dollar Assistance provided by A.1.D.

All proposed financing methods for the dollar assistance to be
used in the project are preferred methods.

(2) Local Currency Counterpart provided by the GOCR

The counterpart contribution, provided in cash, comes entirely
from ESF local currency generations.

The GOCR, with A.lLD. concurrence, wiil provide the local
currency to CDF to fund its local currency program expenses and an endowment.
The actual grantin% mechanism will be the tripartite HB 3 Project Agreement to
which A.L.D., the GOCR and the CDF will all be parties.




Type of Expenditure

CDF GPERATIONS
1. A.LD. dollars

2. ESR Vil local currency
ADVISOR

3. A.LD. Advisor
TECHNICAL ASSISTANCE
4. TA Contract

AUDITS AND EVALUATIONS
5. Audits & Evaluations
ENDOWMENT

6. ESR VI Local Currency

7. ESR VIl Local Currency

S

TABLE 17: METHODS OF IMPLEMENTATION AND FINANCING

(US$000)

Implementation Method

A.LD. Direct Grant (HBI3)

See narrative

A.L.D. Direct Contract

A.L.D. Direct Contract

A.L.D. Birasi Contract

See narrative

See narrative

Financing Method

Direct payment

Direct payment

Direct payment or
Trea L/Cred.(*)

Direct payment

HC/AID

AlD

AID

AID

AID

HOST COUNTRY CONTRIBUTION

IMPLEMENTING
AGENCY

N/A

N/A

WA

N/A

AID

6,014.2

480.8

720.8

285.0

$7,500.0

HC

$5,000.00

0.0

0.0

0.0

5,000.0

5.000.0
$15,000.0
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The Project Agreement will commit and assign C400 million
(ar)proximately $5 million? from ESR VI and agree to program an additional C800
million (approximately $10 million) from ESR Viil for the Project. All the local
currency will be transferred to a seperate interest-bearin% account in the BCCR.
The fiscal agent, hired by the CDF with A.l.D. and MIRENEM approval, will be
empowered by the Foundation (1) to make disbursemants from this seperate
account into the Foundation’s project account for progect implementation costs
§approximately C390 million plus interest earned) and (2) to make disbursements
rom this seperate account into the endowment account - once established by the
foundation (not less than C810 million plus interest earned). The endowment funds
will not be monetized during the life of the Project. (See Annex L for more details
on this mechanism.)

c. Implementatio:: Capability Assessment

No assessment of the implementing and financial capability of
the Host Country entities is necessary hecause all U.S. Dollar financed contracts
and subgrants will be executed directly by A.l.D.

However, for the A.lLD. HB 13 subgrant to CDF, a pre-award
survey of the implementation and financial capability of the CDF, as supported by
the TA Contractor, will be completed as part of the grant process. Full
implementation of the Grant to the CDF will depend o a positive assessment.
Disbursement of local currency to CDF by the fiscal a?ent will also be conditioned
on a positive assessment. This condition will be included in the agreement
between CDF and the fiscal agent.

d. Audits

This section identifies auditable agreements and proposes an
audit budget.

Normally RIG audits A.l.D. direct contracts and (sub) grants.
RIG may decide to use non-federal auditors, therefore money for these audits is

included in the project budget. The general criteria for setting the audit budgets are:

a) audit no agreements under $100,000

b) one audit will be performed every two years

c) agreements costing $100,000 to $2,000,000 will have a
budgeted unit cost of $10,000

d) agreements costing over $2,000,000 will have a budgeted
unit cost of $20,000.

However, considering that the CDF is a rand new institution this

groject will budget for annual audits $15,000 per audit. Other audits will be

udgeted according to the above criteria. The audit budget for the project is
presented next:
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TABLE 18: AUDIT BUDGET

Agreementto be  Agreement Duration  Audit Audit Audit
Audited ost In Years  Units Unit Budget

$000 or Cost ($000)

Equi-

valent)
CDF operations $11,029 7 7 $15 $105
A.1.D. Adviser 480 4 2 10 20
TA Contract 721 3 1.5 10 15
Endowment 10,000 7 0 0 0
TOTAL $140

The CDF will be required to have public accounting firms perform
periodic audits of its US Dollar and local currency accounts. This requirement and
the budget resources to meet the requirement will be contained in the tripartite HB3
agreement which grants the funds to the CDF. Aliso, an audit requirement will be
imposed on the fiscal agent in the agreement between it and the CDF. Funds for
CDF and fiscal agent administered audits are to be included in the HB13 subgrant
and the CDF/fiscal agent agreements respectively and are additional to the funds
provided above for RIG audits.

3. Procurement Plan
This Project has two main categories of procurement: ({)

procurement of goods and (2) contracting for services. Table 19 gives a summary
of the plan for the procurement of goods and services:

B




o)

TABLE 19: FORESTA PROCUREMENT PLAN ($000)*

$C  HC/A.LD. 1 2 3 4 5 6 7 TOTAL
CDF

$ HC - 3.0 3.0 2.0 1.0 1.0 1.0 11.0
a) Goods C HC 133.0 237.2 45.0 16.0 1040 51.0 19.0 665.2

$ HC 154.1 83.6 71.2 63.2 57.2 g2.2 50.2 531.7
b) Services C HC 71.8 369.6 146.7  359.7 10.0 - - 957.8
Support Contract $ AiD. 1876 33838 122.7 71.7 - - - 720.8
A.LD. Adivser $ A.LD. 80.0 120.0 120.0 120.0 30.0 - - 480.0
Audits & Evaluations $ AlD. 200 20.0 100.0 5.0 20.0 100.0 20.0 285.0

T0OTAL $ 4517 5654 4169 261.9 108.2 1563.2 712 2,028.5
C 2648  606.8 191.7 3757 114.0 51.0 19.0 1,623.0

* All figures are shcwn as U.S. dollars for comparison only. The exchange used is U.S. $1/C78.




INPUTS

Il.
v.

VL.

CDF

oo w >

E.

(Millions of Dollars or Dollar equivalent)

General Operations
Management of Protected Areas
Natural Forest Management
Trees on Farms

Administraticn

T.A. Support Contract
A.L.D. Project Adviser

Audits and Evaluations

Inflation and Contingencies

Endowment

TOTAL

A.LD. GOCR
2.83 2.81
0.68 0.48
0.17 1.00
0.02 0.42
1.03 0.20
0.72 -
0.48 -
0.29 -
1.28 0.09
= 10.00
$7.50 $15.00

TOTAL

5.64
1.16
1.17
0.44
1.23
0.72
0.48
0.29
1.37

$22.50
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Approximately $665,000 worth of local currency plus $I11,000 (in
dollars) will be used to procure goods for the Project. Ap&roximately 75% of all
procurement of goods is for the purchase of 3| vehicles. Most of the rest of the
goods to be purchased are to set up the operation centers to be established
throughout the project area and to furnish the new CDF. The purchase of all goods
will be carried out by the CDF using good host country procurement practices for
local currency procurement and using Handbook 11 regulations for the dollar
procurement.

Approximately $2 million will be used to contract for services plus
about $960,000 in local currency will be used to contract for 22 smail construction
projects. Here there are approximately 6l contractin? activities totaling
approximately $2.96 million in value over the LOP. It is significant to note that the
two support contracts for the creation of the CDF total about $1.2 million, or over
40% of total services. In addition, nearly $| million in local currency will be used to
contract for the construction of I8 ranger stations and several visiior facilities (about
32% of the total). All contracts for services will be executed by the CDF (except the
two support contracts which will be executed by A.l.D.) as host country contracts
Lsing good contracting practices for local currency contracting and using HB11
regulations for dollar contracting.

The geongraphic code for the procurement of all goods and services
using U.S. ddllars from the A.L.D. grant will be Code 000 plus the host country and
the members of the CACM. The geographic code for the procurement of all goods

and services using funds from the host country counterpart contribution will be
Code 899.

4. Recumrent Cost Consideration

An analysis by the design team of the last year of preject
implementation (year 7) identified appoximately $1.07 million as the minimum
recurrent costs of the CDF necessary for the Foundation to continue gperating as
planned in the Project. The Central Cordillera Trust Fund is being Brovlded by the
Project to meet most (if not all) of these costs. Attachments A, B and C to the
Financial and Economic Assessment (Annex H) provide four potential scenarios for
the cash flow of the Trust Fund.

Scenario A assumes a $I0 miilion fund in local currency started on
day | of the Project with no payment of taxes on the earnings of the endowment.

This provides for all expected operating costs plus continued growth of the fund for
the next 12 1/2 years.

Scenario B assumes the same fund is started on day | of the second
year of the Project. This provides an annual income of $665,000.

For both of these scenarios, additional income will be sought from
two already identified sources: ‘

() earning from concessions and other visitor related activities
currently expected to be between $180,000 and $200,000 in year eight (a very
conservative estimate based on current earnings).
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This will require a change in the current law which MIRENEM fully supports.

(2) private donations have supported many national park
activities in the past and are continuing to do so.

Grants from other donors are not factored into this analysis since it is
too early to know what might happen; however, it is clear that such grants would

stabilize the long-term financial program of the CDF undai each of the scenarios ~

described above.
C. Monitoring and Evaluation Plan
. Proj itorin

The monitoring and evaluation plan set out below (and in greater
detail in Annex J) establishes procedures for continuous monitoring of the Project
by project participants. It envisages baseline data collection as well as periodic
collection and analysis of information pertinent to numerous outputs and indicators
which will enable project administrators to evaluate performance of the several
project components.

The monitoring and evaluation plan reiates directly to the Logical
Framework for the Project and the Project Impiementation Plan, from which it
draws the specific outputs and indicators that it seeks to verify. It also relates
- directly to USAID’s formal mid-term and final evaluations of the Project in that it will
provide much of the information required for these evaluations. In addition, the
following planning documents will be submitted to A.L.D. for approval based on
environmental criteria: the global deveiopment strategy for the project area, the
ind'z/icli.ual management plans for the protected areas, and the forest management
guidelines.

Ideally, the monitoring and evaluation process will prove truly useful
in day-to-day Project implementation as it will becoma an integral part of project
planning and operations. The monitoring and evaluation process will be
instrumental in developing the successive annual operating plans. The combined
planning, monitoring and evaluation effort will continuously refer to basic project
goals so as to mest them whenever feasible, and revise them when experience
indicates this to he necessary.

2. Monitoring Mechanisms

The monitoring and evaluation techniques are designed to track the
indicators. Descriptions of the principal mechanisms follow.

Remote Sensing (RS): Interpretation of satellite images of the project
area for the first year of the Project with subsequent interpretations in years 4 and
7. Periodic aerial photography of the project area should be undertaken to
~upplement the satellite imagery as necessary.

Mapping (M): Biennial mapping of actual land use in the project area
based on information obtained from remote sensing, verified




on the ground.

Sample Plots (SP): Establishment and periodic measurement of
selected field sites for such items as regeneration of natural forest, reforestation
and logging, with annual compilation and analysis of data obtained.

Field Visits (FV): Frequent on-site observations of project activities,
memorialized in progress reports or in separate field reports.

Censuses (C): Periodic interviews of samples of the population to be
aggregated and analyzed.

Progress Reports: Periodic written statements by the project adviser
and other technicians of status and progress of specific project activities, to be
aggregated and analyzed. In some instances these could be of a standardized
form, e.g. checklists.

Personal Knowledge: Awareness and communication by project
participants, technicians, administrators of Eroject conditions, continuously
availabie to supplement information gathered througn the aforementioned more
formal mechanisms.

3. Project Evaluations

In addition to this continuing monitoring program, the project will have
two formal outside evaluations. The first, after approximately 30 months of project
implementation, will evaluate the development of the CDF, the utility and success
of the monitoring program and make recommendations concerning monitoring
techniques and outputs. The second outside evaluation will be larger in size and
broader in scope to include project performance to date and recommendations of
possible further action. This evaluation will be conducted during the second half of
the fifth year of the project. A decision on whether to actually perform a final
evaluation will depend on the recommendations of the second outside evaluation
and Mission priority as the FORESTA Project draws to a close.

4. Verification of Project Outputs

The Project outguts to be verified through the monitoring and

evaluation process are set out below:

a) Protected Areas Component:

Prepare/apply management plans

Establish/demarcate boundaries

Acquire enclaves

Construct/operate administrative and visitor infrastructure
Control entry/activities

Increase public visits, information, education

Provide economic and social benefits through park management
Maintain biodiversity
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Ao

Forest Management Component:

Protect forests by controlling entries/activities

Determine land use capability and actual land use

Inventory forest resources

Apply foresi management techniques

Apply forest industrial techniques

Establish ownership rights to forest resources

Involve communities in forest management and protection
Increase income to forest owners from forest harvesting
Increase value added to forest products from forest
industrialization

- Reduce environmental impacts of forest harvesting operations
- Reduce environmental impacts of forest industrial operatioiis

c) Farm Forestry Component:

-  Reforest land on farms

- Introduce agroforestry, i.e. incorporation of wood trees for
income production, into cropping and livestock systems

- Manage second growth forests on farms

D. Responsibility of USAID in Proj i

An A.l.D. Direct Hire Agricultural Development Officer in the Mission’s
Rural Development Office (RDO) will be the Mission official directly responsible for
the implementation of the Project (i.e. the Mission Project Officer). The Project
Officer will be the primary USAID contact person with the Foundation. He/she will
also be the principal USAID contact with the support entity and with all other
institutions and individuals that rolate to the Project. He/she will continuously
monitor project implementation in close coordination with the Manager of the
Cordillera Development Foundation and the AID Project Adviser.

The Mission will also establish a Project Impiementation Committee (PIC),
chaired by the Mission Project Officer, with representatives from at least the
following offices: Rural Development, Project Development, Controller, Exacutive,
Program, ROCAP/Forestry, and ROCAP/Regional Environmental Management
Slpecialist. The PIC will provide technical as well as general support to the Project

anager.

The Controller's Office also has a monitoring role as it approves
disbursements and advances for project implementation.

V. PROJECT ANALYSES SUMMARY
A. Institutional Analysis

The FORESTA Project will work directly with the Ministry of Natural
Resources, Energy and Mines (MIRENEM), the National Park Service (SPN - a
division of MIRENEM), and the Forest Service (DGF - a division of MIRENEM). In
addition, the Project proposes to establish an




endowment under the management of a nonprofit foundation selected near the end
of project implementation. Finally, the Project will work with local associations
representing farmers, tree growers, wood processors, marketers, etc. in the project
area.

Annex E presents an indepth assessment of the relevant organizations
conducted by the Central American Institute for Business Administration {INCAE).
The following are relevant points from that assessment.

I.  Ministry of Natural Resources, Energy and Mines (MIRENEM):

MIRENEM was created by executive decree in 1986. It does not yet
have official legal status (the bill for its creation is currently in the Legislative
Assembly). It is made up of the National Park Service, the Directorate General for
Forestry, the Office for Wildlife, and the National Metereological Institute which
previously belonged to the Ministry of Agriculture. MIRENEM has recently begun
to centralize planning, purchasing, budgeting, accounting, auditing, and personnel.
The Niinistry is subject to the government-wide bucgfeft and audit reporting to the
Ministry of Finance and the Comptroller General’'s Office. Donations or loans for
the Ministry or its departments from other governments or international
organizations must be approved by the legislature, or the?'l| may be channelled
through a foundation. Turnover of personnel is minimal, with the exception of the
Finance Department.

In general, the Ministry has the tectinical expertise and abilitg to carry
out its mandate. Department heads are considered responsible and
conscientious. However, there is concern that the failure to pass the law creating
the Ministry could become a threat to the motivation of the personnel as the change
of GOCR administrations in 1990 draws near. The primary concern is that the new
administration could decide to break up MIRENEM; however, with the legal
establishment of the CDF and/or continuation of MIRENEM under the current
executive decree project activities would not be much affected.

2. National P i PN):

The SPN was created by Executive Decree in 1970 under e
Directorate General of Forestry (DGF). Tive National Parks Law of 1977 confirmed
the SPN as a directorate and a department of the Ministry of Agriculture. Although
that law is still in force, the SPN has been transierred to MIRENEM.

The SPN exercises control over 14 National Parks, 6 Biological
Reserves, a national monument, and a zoo. To carry out its duties it has a
77-million colon budget, coming from the nation's ordinary budget and 17 million
colones from the National Parks Fund; 367 officials are in charge of seven
programs: Area Management and Protection;, Planning; Land Purchasing;
Research; Training; Management and Operations; Environmental Education and
Extension Activities. Staff salaries take up 74% of the budget. In key_pesitions

there are personnel with much field experience who are_career employees of the
institution. g
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3. Directorate General of Foraestry (DGF):

This GOCR office was created by the 1969 Forestry Law and started
operations in 1970 as a departmant of the Ministry of Agriculture. It now forms part
of MIRENEM and has 472 staff members, the salaries of whom, in addition to tne
rents, electricity and communications takes up 95% of its budget. There is marked
centralization within the DGF. As an entity with responsibilities relating to forestry
resources, its prasence Is very limited at the regional level. Even though the
Forestry Act grants it powers, which in the opinion of some of its officials are
sufficient for it to operate with relative autonomy, the DGF decision-making process
is strongly influenced by the Ministry.

The DGF is responsible for policy and control on the use of all forests
(public and privately held) in Costa Rica outside of the national parks and biological
reserves; this includes the cutting of trees and reforestation.

The visits made to regional entities in the forestry field, such as the
forestry corporations of San Carlos and Puerto Viejo and the Atlantic Sawmill
Owners and Reforesters Association, and interviews with both board members and
associates of these institutions, highlighted the lack of communication between
these entities and the DGF. Therefore, the new CLF must develop strong
community and forest user communication channels where project activities are
responsive to the beneficiaries. (This has been planned.) Also, in order to win
over such groups and many individuals, the CDF will simplify procedures for
obtaining forest user permits.

4. National Parks Foundation (FPN) and Neotrépica Foundation (FiN):

In June 1979 the National Parks Foundation was established by the
Attorney General’'s Office under the guidance of the Director of SPN and the
Presidential Adviser on Natural Resources. The purpose was to establish a
nonprofit private body that would promote the consolidation of the national parks
system and other protected areas. It has a five member Board of Directors (3
appointed by the founder - Attorney General’'s Office, one by the Executive Branch
of the GOCR, and one by Central Canton of San José).

In-1985, the same individuals, plus the current Ministerial Adviser on
Natural Resources, created the Neotropica Foundation, seeking less involvement
from government officials and more from private individuals.

The National Parks Foundation continued to exist but, the emphasis
began to be placed on the Neotropica Foundation until, in June, 1986, the *wo
signed a cooperation agreement. The agreement stipulated the organization of
activities which would be defined by mutual agreement and a body composed of
members of both Boards was set up, to whose discretion it was left to appoint
representatives as necessary, for joint action. The Neotré(gica Foundation took
charge of the administrative affairs of the two foundations. Gradually the Naiional

‘arks Foundation handed over programs i{o the Neotrépica Foundation and,
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on July 4, 1987, the FN took over the four main programs: |) the Natural Patrimony
Program; 2) the Environmental Education Program with the Heliconia Publishing
Company; 3) the Land Ownership Program; and 4) the Lobbying Program. The
FPN donated all its personal property to the FN. With the above programs, the FN
received 42 specific projects to manage, the majority of a temporary nature,
however, five of the projects required 37 new positions at the FN. The
accompanying budget for these projects was over 45 million colones, a large
proporiion of the hudget maraged by the FN in 1987. Together the budgets of the
two organizations exceeded 63 million colones.

The two foundations’ Boards of Directors meetings have been held
jointly and, although the majority of the resolutions are passed jointly, they are
recorded separately in each Foundation’s minutes.

Some of the administrative aspects detected are as follows: although
both foundations are housed in the same building, they keep separate accounts
and each is responsible for managing its own resources. They currently manage
approximately 60 projects, each of which has its own set of books. Annually, the
foundations carry out separate audits, and this year Peat, Marwick Mitchell & Co.,
Certified Public Accountants, carried out the audits for the two foundations,
certifying that the financial statements on the 3ist of December, 1987, reasonably
reflected the financial situation of each. They have budgetary resources up to 1993
and are trying to create a patrimony fund. As of Dacember 3l, 1987, the two
foundations’ total assets exceeded $4.7 million. The Foundations maintain bank
accounts in Costa Rica with the Banco de Costa Rica and two accounts with the
Perpstual Fund of Washington, in Washington D.C. They have no difficulty in
opening any additional bank accounts that they require. The management

supports training which it considers important to enable the staff to carry out its
duties more efficiently.

Therefore, the FPN is not currently capable, on its own, of handling
project funds. The FN, on the other hand, is experienced in carrying out activities
similar to those proposed for the FORESTA Project and has a strong financial
control system. However, as primarily a conservation organization with nationwide
scope, the FN could not be expected to devote the time and effort required to
successfully implement the Project on a permanent basis. The CDF must be
completely dedicated to forest management in the Central Cordillera.

5. The Institutional Analysis (Annex E) also discusses the three private
associations currently active in the project area:

- San Carlos Forestry Development Corporation (CODEFQORSA) was
created in 1984 and includes almost all the North Huétar Region sawmill owners as

associates. There are notable strains between the assaciation and the DGF.
CODEFORSA leases the facilities it needs for its operations and works from the
basis of a permanent administrative structure, made up of the Executive Director, a
forester, a legal counseler, administrative assistant, secretaries and miscellanecus
personnel. Accounting services are contracted for externally.

- Agricultural _and Forestry Development Corporation_of Sarapigui
(COFORSA) was established in 1986 as a civic organization. It

(.,




intends to bring together the area’s producers of lumber for reforestation purposes
and to protect the area’s forestry resources. There are 47 members, of whom 30
are farmers, 4 are haulage contractors, and 4 are professionals. There are also
strains between this Corporation and the DGF.

- Atlantic Sawmill Owners and Reforesters Association (ASIREA) was
founded in 1987 to unite the Atlantic loggers and sawmill owners to improve the
industry, to make better use of the raw materiais, to create permanent sources of
raw materials and to promote reforestation programs by coordinating with
government and private bodies. Membership includes the I8 active sawmills in the
zone. The Association lacks a permanent management structure and does not
maintain a formal accounting system. It also has strained relations with the DGF.

Since the 8rimary cause of tension between these forest user
associations and the GOCR agency (DGF) currently responsible for forest use and
control has been the belief on the part of these associations that the DGF does not
listen to them, it is important that the CDF develop a system of communications
with forest users to be aware and responsive to their needs. (This is an integral
part of the CDF program.)

The other major source of problems is the large amount of "red tape"
within the DGF required to get permits to work in the controlled areas. The CDF's
procedures will be much simpler.

6. Conclusions

The analysis concludes that those institutions identified by the design
team as relevant to the success of the Project are the correct institutions; they are
interested in working with the CDF; and they all support the Project as designed. In
order to maintain their support, communication with the CDF is very important.
Finally the analysis recommends significani rebuilding of the National Parks
Foundation (separate from the Neotropica Foundation) before it could play a
significant role in the Project.

B. Technical Analysis
|. Protected Areas Management Component

This study (Annex F) analyzes the technical feasibility and cost
effectiveness of the proposed project activity and offers several recommendations.
Most significant among these recommendations is that the concept of the "national
parks component” be widened to include all !2 protected areas in the project area
and that they should be handled by the Project in the same way. This
recommendation has been adopted by the project design team.

There are sevaral recommendations conceming the development of
long-term plans including management strategy between SPN, DGF and FPN,
meshing the biosphere reserve with the project area, and improving management
planning. Integrated planning, management, and administration of the entire
project area is of vital importance to ensuring the technical feasibility of the Project.
The study emphasizes
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that those government agencies responsible for the parks, local governments,
community groups, and private organizations with specific commitments to the
parks should form the core planning group - not outside consuitants.

The analysis also discusses the immediate need for land tenure and
biological inventories within the project area prior to finalizing park expansion
proposals, field markings, or infrastructure development plans. These are also
required for developing a policy for dealing with "squatters” in the area which could
include expulsion, buy-out, and/or relocation.

The study distinguishes between that infrastructure which should be
designed and built right away and that which should await further study and
completion of the davelopment and management plans.

Additional recommendations include providing for public
transportation to selected parks, environmental education programs, developing a
long-term financial strategy for the project area, seeking alternative revenue
sources, creating savaral permanent plots for vegetation and wildlife inventories.

Finaiiy, the analysis stresses the need for an autonomods or
semi-autonomous management authority for the Cordillera Central as vital to
guarantee the success of the Project.

2. Forest Management Component

Management for the sustained yield of natural forest types found in
the project area does not yet exist in Costa Rica.

Two silviculturai methods have been proposed for the Project:

a) the Strip Shelterwood Method - involves clear-cutting narrow
strips of forest with all woody biomass removed from the strip followed by natural
regeneration. This method is best suited to old growth forests with a wide species
diversity.

b) the Selection Cut Method - involves cutting a few mature,
sawtimber trees from a given area permitting the remaining trees to mature and
natural regeneration to develop. This method has better potential in secondary
forests or others of limited species diversity.

Each method has its benefits and use depends on the type of forest
area selected for implementation. The Project has identified three primary areas
for this component:

a) Las Horquetas contains about 12,700 hectares, mostly in good
forest. Six to eight landowners have expressed interest in participating. The strip
shelterwood method would best apply for this land block.

b) Rio Corinto landowners have expressed support for this activity;
however, differences in property size, timber quality and quantity, and difficult

Iaccess will complicate operations. Both silvicultural methcds apply in this block of
and.
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c) La Virgen del Socorro has less than 4,000 hectares of forest,
poor road access, and no professed interest in developing a forest industry. This
area should be kept as it is for the time being. Eventual project activities will
probably be more similar to Rio Corinto.

Project selection of the best forest industry method (central
processing complex vs. portable sawmilling facilities in the woods) should conform
to the selecticn of the silvicultural option in that the strip sheltervood technique
leads to the full-scale industrial approach, whereas the selection cut method leads
to the limited industrial approach. In gereral the Project should aim for the
full-scale industrial approach, except where forest conditions produce limited
volumes of material more appropriate to the portable sawmilling option.

Because of the time element involved in forestry, technical assistance
in silvicultural and industrial techniques should be available to the Project
throughout its seven-year life, but not necessarily on a fuli time basis.

3. Farmm Forestty Component

The technical analysis proposes that the farm forestry component
have two principal activities:

a) training and extension in nursery establishment and seediing
production; and

b) tree planting on farms whether for timber production,
agro-forestry, or other uses.

The first entails the establishment of at least five principal nurseries
located in the key farm forestry zone from San Ramén de La Virgen to Cubujuqul.
The second will involve as many farmers as possible, recruied through forestry
promoters, to introduce forestry as an ir>ome-generating activitity.

The first activity can use combinations of models developed by
CATIE's Madelena project: that is, the establishmant of family, communal or
private commercial nurseries. Local organizations or community leaders should be
identified by FORESTA and an assessment made of their interest in establishing a
forestry nursery with technical and material assistance provided by the Project.

FORESTA will provide technical training and assistance during the
first few years of nursery establishment. Financial assistance can be provided.
Nurseries v ill be encouraged to produce extra seedlings for sale to tree planters
t.5ing tax incentives (the CAF). Within a few years some of the nurseries should be
independent, income-generating businesses.

Participants for the tree planting activity will be recruited by
wDF-selected and trained forestry promoters who live and work locally. They will
receive Project training on the benefits of tree planting, how to establish and
maintain plantations and how to identify different tree planting sites and appropriate
species.




Promoters will then contact their neighbors, looking for program participants.
Promoters will not receive a salary but rather a commission which could be based
on the number of participants recruited, or area or number of seedlings planted.

FORESTA will employ different incentive mechanisms to interest
farmers in planting, e.g.. give each participant 500 seedlings financed by
FORESTA to plant on their farm. The promoter will help coordinate seedling
delivery to their area and assure that site preparation has been completed on each
iarm. Participants who properly plant and care for their trees will be eligible to
receive another 500 free seedlings from FORESTA in subsequent years. Each
year the promoters will continue to find new Project participants, thus increasing
the number of farrners exposed to tree planting activities. Farmers who wish to
plant more than the allotted 500 trees/year will be able to purchase extra seedlings
from the nursery in their area. No money should be spent payin%farmers to plant
trees nor in supporting them while the trees grow. Similarly, FORESTA could sell
highly subsidized seedlings to participants or give them a rebate after one year for
each surviving seedling.

Assuming three promoters for each nursery and at least five
nurseries, if each promoter recruits ten new farmers per year, by the end of
FORESTA's seventh year approximately 1,000 farmers will have planted trees on
their farms with a total of approximately {,575 million seedlings. The Project will
ieave at least five commercial nurseries operating to produce seedlings for future
planting by the newly interested farmers.

As mentioned in Section IlIl.C.4. integration of Trees on Farms
Component (and in Technical Annex F) the CAF program gives financial incentives
for reforestation. FORESTA will collaborate with the CAF program in promoting
reforestation but will NOT depend on it as the driving force of its farm forestry
cornponent. CAF requirements (title to land, a forest management plan and a
restricted species list) will limit participants to those farmers or grougs with the
necessary resources to wade through governmental red tape. Rather than helpin
local carnpesino organizations apply for CAF credits, project resources will benefit
a greater number of farmers by making available seedlings, without charge and
without red tape, to those who simpiy want to plant trees. Larger-scale planting
with CAF financing will ultimately support the nurseries that FORESTA helps to
establish. While many FORESTA farmers will go on to apply for CAF’s to plant
larger areas on their farms, the Project will not condition its farm forestry
component on the farmers ability to secure government financing prior to planting
trees. Otherwise, the Project would only be reinforcing the status quo rather than
promoting new forestry-oriented activitis 5.

C. Social Soundness Analysis
.  The Prcblem

Deforestation in tropical America has been primarily a response for
expanding the agricultural frontier. New settlers want land to continue traditional
agricultural practices and speculators clear land to secure property rights. Both
groups are encouraged by

,’\'Z/’
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loggers who are now entering intc {nture contracts years before cutting. Even
public institutions have encouraged and legitimized deforestation: IDA obiiged its
settlers to clear land for productiv .  -e; banks seldom accept virgin forest land as
collateral for credit; greater legal protection is c?ranted to protect productive land
(i.e. pastures and farms) against squatters; and cleared expropriated land for the
national parks has been compensated for at a much higher level than virgin forest.
Therefore, deforestation has been the result of logicail and reasonable behavior of
responsible citizens.

2. The FORESTA Response
The FORESTA Project will change this pattern by generating new,

reasonable income streams from the trees themselves, within the following land
use categories:

a) Park Management: Improved park management will stimulate
visitor-generated income and local community participation.

b) Forest Management (in non-protected areas): Local income
streams will be actuated by improving local cuiting, marketing, industrial capacity
for more wood varieties under local control, and natural forest regrowth.

¢) Planting Mew Trees: Commercial planting in degraded areas
and intercropping creates income from harvesting these trees.

FORESTA's most fundamental contribution is the linking of nsw

technology to local ownership arrangements that will activate new local income
streams from wood itself.

3. The Socio-cultural Feasibility of FORESTA
The sociocultural feasibility of FORESTA depends on the ability and

' willingness of two groups to change certain aspecis of their behavior. rural

landowners have to be willing to refrain from certain traditional land use behaviors
in exchange for income streams derived from new tree-related behaviors. Urban
authorities not only have to cease questioning the right of currently deedless rural
residents to reside in the project area; they also have to take the unprecedented
step of granting them permits to harvest wood on a sustainable basis. An honest
assessment would have to say that neither side is yet comfortable with the other.
Rural residents are skeptical, not only about conservationists, but also about those

who claim that wood-management will be more profitable than traditional livestock
or coffee. Urban officials are still heard to say, in unguarded moments, that

I[::.,'lc':e.gtly arrived campesinos of certain sectors should be removed from the
illsides.

If agreement can be reached between the two groups, the anaiysis

.+ vresented in the report shows that FORESTA is highly feasible from a sociocultural

werspective. The discussion is divided into four major sections: population
distribution, land tenure, local economic organization, and local social
organization. Not only are there no mujor barriers to project impiementation in any

of these domains, there are conditions which could be interpreted as making this
region

Al




particularly favorable to such activities. Though land tenure issues were viewed as
potentially problematic, the report gives evidence that the local land tenure situation
may make this region unusually appropriate for the launchirig of FORESTA.

4. Recommendations

More than half of the report is dedicated to specific recommendations,
subdivided into several major categories. Under general project structure, it is
recommended that tree planting be elevated to the status of a major component. It
is recommended that "community development” not be a separate component but a
series of activities within each component. Land tenure research should be carried
out, but it should focus, at least in the beginning, on the status of spacific farms
participating in the Project. Recommendations on the park management

' component focus on leads for diverting visitor-derived income streams to local

families. All of these recommendations have been incorporated into the Project
Paper.

Recommendations on natural forest management deal in some detail
with a possible organizational model for integrating silviculture and industrial
processes. With respect to the tree planting component, while it is recommended
that caution be exercised not to convert FORESTA into simle a tree planting
project, specific outreach recommendations are made to launch the Project rapidly
into the tree planting component.

The most controversial cluster of recommendations concerns the
overall institutional structuring of the Project and the specific operational
management cf project funds and project activities. The report lauds the proposed
non-governmental character of FORESTA, but warns against certain specific
managerial options. These warnings have been fully considered in implementation

arrangsments proposed in this Project Paper. Specific recommendations include:

final trust fund ownership should be cautiously determined by MIRENEM and

USAID during the duration of the Project; in deciding eventual trust ownership, both
governments should insist on substantive competence criteria in the activities to be
carried out by FORESTA. In the meantime, forest mariagement and tree planting
activities can be immediately launched via competitively earned contracts with
NGOs. The general conclusion of the Social Soundness Analysis is that all
components of FORESTA are highly feasible. if MIRENEM and USAID can deal
effectively with the issue of project management and funds ownership, then
FORESTA stands an excellent chance of providing program breakthroughs.

D. Financial and Economic Assessment

Two spreadsheets, one financial (Economic Assessment Annex |,
Attachment I) and the other economic (Attachment 2), comprise the framework for
assessing the viability of the FORESTA Project. Project worth is presented in
measures of net present value (NPV) and internal rate of return (IRR). Project
disbursements occur over 7 years, but flows of benefits and costs ars projected
and compared over 20 years. Project discount rates are 12% for the financial
analysis, and 6% for the aconomic analysis.

FORESTA oroduces four classes of measurable outputs plus




important intangibles. The four classes of measurable outputs are: (l) recreational,
educational, and scientific use of the national parks, La Selva field station, and
other public and private sites suitable for the production and consumption of these
services; (2) production, consumption, and sale of farm trees in the Project area;
(3) increased economic returns from natural forests in the buffer zones through
implementation of sustained yield management and improved conversion
technology; and (4) reduced deforestation in the Project area.

Total financial input to FORESTA over years 1-20 exceeds U.S.$37
million, not including contingencies and inflation. Most of this (over $29 miilion) will
be generated by the Central Cordillera Trust Fund. The initial amount to capitalize
the trust fund is approximately $I10 million.

Financial NPV of the Project is $6.8 million, while economic NPV is $59.9
million, in the base case of direct outputs plus reduced deforestation. The IRRs are
I8 and 35 percent, respectively. Exclusion of indirect benefits (i.e. omission of the
economic value of reduced deforastation) has iittle effect in diminishing
FORESTA's viability. Sensitivity tests indicate that financial NPV turns negative if
the time horizon is shortened to 10 years, or if visitations to the national parks and
other wildlands are valued at 50% of the base case. However, economic NPV
remains positive for all sensitivity tests.

In view of inadequate data and untested assumptions, these results are
preliminary. Principal tasks to develop the analysis in greater depth include: (l)
refining budget categories and estimates; (2) tightening the links between budget
estimates, implementation plans, and quantities of outputs; (3) reviewin% concepts,
assumptions, and estimates for quantities and values of visitation to the national
parks and other wildlands; (4) initiating cost-benefit analysis of reduced
deforestation in the FORESTA area, focusing primarily on water and watersheds;
and (5) evaluating FORESTA'’s viability under various scenarios regarding debt

swap, financial performance of the trust fund, and prospects for interrelated
projects.

E. Environmental Assessment

I.  Major Conclusions
a) Desirability of the FORESTA. Project

The Environmental Assessment (Annex 1) concludes that the
FORESTA Project, as designed, meets the development goals for the Project area
in an environmentally sound manner. The Project would finance moderate
expansion of park boundaries, application of park management plans, and
implementation of more effective controls on entry and use of the park. This will

attain the Project goal of managing and protecting the parks and the biodiversity
they contain.

The Project would also finance sustained yield, natural forest
management in the forested parts of the buffer zones around the parks. In parts of
the buffer zones that have already been cleared for pastures and agriculture, the
Project would finance a combination of reforestation, agroforestry, and
management of second growth forests.
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Additionally the Project would put in place a system of more effective controls on
forest harvesting and forest clearing. These Project activities would contul
deforestation in the buffer zones and enhance their capacity to augment park
habitat, thereby meeting the Project’s additional development goals.

b) Impracticality of Other Environmentally Sound Alternatives

The environmental assessment examines two alternatives that would
appear to meet the Project's environmental responsibilities: an alternative that
would expand parks substantially by acquisition of additional lands; and an
alternative that wouid apply existing control mechanisms more strictly to ensure
adequate protection in parks and buffer zones. The assessment rejects both
alternatives as impractical; the first because it is expensive and unpopular; the
second because it is unrealistic, especially in the absence of complementary
development investments. '

c) Unacceptability of the No Project or Traditional
Forest Extraction

Both the alternative of no Project and that of promoting tradilional
forest extraction methods through the Project lead to similar, environmentally
disastrous results which must be rejected. Under the status quo in the Project
area, deforestation for low levels of forest production and land clearing for
unsustainable uses would continue unabated. This would quickly lead to nearly
complete deforestation of the buffer zones, rendering them useless as bufters. The
motivating force behind the Project is the desire to avert this scenario and
substitute it with sustainable natural resources management.

The FORESTA Project as designed does this. But, if the Project
were to adopt traditional forest harvesting practices, it would reach the worst of all
results and actually become an agent of defciestation. Since a major emphasis of
the Project is to institute new forest harvesting methods, regression to traditional
forestry will not be allowed in project implementation. ’

2. Areas of Controversy and | be Resolve
a) Protected Areas Component

Some controversy surrounds the questions of which inholdings and
which parcels adjacent to parks should be acquired to expand the parks. A related
question concerns which lands outside of parks should be incorporated into
protection zones or forest reserves and which should remain without restriction.
The Project will resolve these issuss by setting up criteria for purchase and
reservation of lands and applying these criteria uniformly in accordance with a
timetable for acquisitions and reservations. (See Technical Analysis, Annex F, for
the parks component.)

b) Natural Forest Management Component

The Project will complete land use capabilty and actual

/\‘0’
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land use studies that are now in progress in forested areas at scales that permit
accurate classification of individual parcels. Criteria should be established and
applied to determine which silvicultural method will apply to which types of forest
and to which parcels. Likewise, the Project must decide what level of forest
industrialization to suEport in which blocks of forest in the Project area. (Ses the
technical analysis of the forestry component.)

c¢) Farm Forestry Component

For this component, the Project needs to develop and apply criteria to
determine where and how to reforest, to support agroforestry, and to manage
second growth forests. Biodiversity considerations should figure prominently in
devising these criteria. (See technical analysis of the farm forestry component.{

3. Use of Herbicides or Pesticides

Prior to any use of herbicidas or pesticides in the Project, the EA
must be amended and approved by the LAC/CEO.

VI. CONDITION PRECEDENT AND COVENANTS

Because the FORESTA Project will work in a GOCR priority sector with
strong support and coordination from the government there are only the standard
Conditions Precedent (CP) to first disbursement of the dollar grant required for the
successful implementation of the Project.

However, the following CPs have been established precedent to entering
into other financial transactions:

A. Prior to entering into the dollar sub-grant with the Foundation and prior
to disbursing the local currency to the Foundation, the Foundation will provide to
AlD.:

(1) a legal opinion of counsel acceptable to A.L.D. certifying that the
Project Assistance Agreement has been duly authorized and/or ratified by, and
executed on behalf of, the Foundation, and that it constitutes a valid' and legally
binding obligation;

(2) a statement of the name of the person holding or acting in the
office of the Foundation specified in Section 7.2 and of any additional
representatives, together with a specimen signature of each person specified in
such statement;

(3) evidence that the Foundation has functioning an acceptable
accounting and internal coritrol system;

(4) evidence that the Foundation has entered into an agreement with
a fiscal agent;

(5) evidence that the technical support contractor has begun to carry
out its contracted duties.
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B. Prior to the BCCR making disbursements from the seperate account
for the endowment, the Foundation will provide to A.L.D.:

(1) evidence of the viability of the designated beneficiary, and its
capability to fulfil the goals and objectives set out in the Project Assistance
Agreement;

(2) alegal opiniion of counsel acceptable to A.l.D. certifying that an
Endowrmient Agreement has been duly authorized and/or notified by, and executed
on behalf of, the designated beneficiary, and that it constitutes a valid and legally
binding obligation, together with a copy cf that Agreement.

The GOCR will also covenant:

() to continue, at a minimum, current GOCR staff and operating budget
levels related to project activities, and

(2) to permanently direct all income generated by visitor-related activities
(eg: gser fees and concession fees) in the national parks in the project area to the
Foundation.

(3) to exert its best efforts to establish an appropriate legal and
administrative framework to facilitate the implementation of its national
arks/natural resource management program on a national basis within the
imitations of Costa Rica’s legal system, and to provide to A.L.D. a copy of this plan,
as well as semi-annual reports on progress achieved.

The Foundation will covenant not to use any hkerbicides or pesticides in
the Project prior to specific A.1.D. approval.
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n Hanegeseni of tre natural grolecled areas
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A hlegraled denaderent pian tof the natural 1.
orolected aress, oiticially approved by the
Minisiry of Ralure) koscurces and avallable

fer cistribution.

. ugandaries of the naiural prolected areas i,

legalis establishee accarding to the park
monagesenl plens énd criticai segaents marked 2.
in Lhe f1gig,

Gwnership of privale enclaves withn *’te theee 1.
sares trasferred 1o ihe BOLR, for L0 sse
properies decignaled for acquisition 10 the
pafiageaenl plan.

. Services ang physical wnfractruclure, 1.

wncluiing thaee needed for interpretation, in 2.
place te attend te park v151lors without

detriient to Lhe enviconkent. 3.
4,

., fn efficient systex of services to visitors of 1.

natural ateas, with iung-lera Iinancing 2.
azsufed, 3.

Lozal cossumities partizipeling in ssnagesent 1.

tsrect kesources for a Stable Environaent (FORESTA:

G1e-uza

QbJECTIVELY VERIFIABLE INDILATOAS

Hagnitude of Outputs:

Copies of the plan availadle fcr concritation.

A1l boundaries according to of ficial managesent
plans legally established

A1l legal boundaries which do nol follow natural
lisits sarked on the ground.

75% of land in private enclaves bought and
cwnership transferred to GOCH.

visiiors centers operating at 4 siles.
Overlooks on new San Jose - buapriec
highway at 2 sites.

Picnic/casping areas at 4 siles.
various paths and nature trails.

A plan for public use of the natural areas.
Trained guices 7ad rangers readily accessible to
visitors.

Operating concessions for some vis1iof SETVICES,

At least 25L of the peraanenl and lemporary jobs

Prel:ainary Logical Frasework

HEANS OF VERIFICATION

—

ro

i,

2.

3.

1.

1.

ll
2'

—

5PN & DGF records

fevien of plans by outside
experls

Cansultani reports

IHPORTANT RSSUNPTLORS

Assumplicns for ackieving outputs

Text of new presidential decree L. Legislative asseably willing

for expansion of parks.

Text of new legislation for
reduction of park area.
Periodic field inspections of
aarked boundaries.

SPN records and land deeds.

Site visils.

SPN records of visitor use.
Saaple surveys of visitor
reactions.

SPN recards.

to deal with the parks 1ssue.

1. Donations from conservalion
groups forthcaring for 1and
purchase.

1. International tourisa
conlinues to grow in Costs
Rica.

- eade

YRS




Fregect titie ang ruer=: Forest Eesources for a Stable Environment (FORESTR) (515-vcd 2
NEERATIVE SUMNARY DBJECTIVELY VERIFIABLE TADICATORS
vulputs: Hagritude of Outputs:
af Uhe natural protected areas and as a result financed by the projeci are filled by local
feceloang incoke ard olher benefils. inhabitanls
=. 100 local volunteers serving the peris.
3. At least 3 advisory boards wilh representatives

froa local comaunities cperalieg 1o the project
area.

4, Local hotels, lours, restaurante receiving 50,000
visitor-days annuatly.

Preliainary Logical Framework

HEANS OF VERIFICATION INPORTANT ASSUNPTIONS

Assumptions for achieving outputs
2. Field inspections and
interviews during project
evaluations.
3. Sample sutrveys.
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SRR TIVE SUMNaR:

fuvlputs:

b.

Hanagesent of nalurai forests for production

Praclical gnideitnes, regqulations and controls 1.
for logqing undei various conditions so as to
encou! age FeQeneralion and cptiaum

etilization, and to eiligale environsental
1&gecls.

Yechrical steudards 1of forest sahageeent, 1.
which can SErve &s a solid foundaiion for the
orepatation, inpleaentialion and control of
aanageeent plaas.

Gnz or aore unilioning enlerprises or other 1,
tepes ot ascoctation which coabine

sanagement c©f the forest with 1ls uwtilization,

1n cuch a way Lhat the forest contributes
sustaned benelils Lo the iocel population.

cf forest with commercial i,
custained sansgesent based on 2.

Al ie=zt 00 ha
polential, uncer
appro.ea plans.

One vi aoie viabie indusiries, integrated with 1.
the rew torest enterprise, ulilizing the

bores' hesources for a Stabie Environmens v ulESia)

(515-p2asy

OBSECTIVELY YERIFIABLE INDICATORS

Nagrnitude of Outputls:

Cne document published and dissesinatec.

One docusent published and dicsesinateo.

One or sore associalions whose seabers account
for at least 5000 hectares of commerciai forest,
functioning and financially viable.

Appraved managesent plans for 5000 ha,
Nanagesent progressing as planned.

One or sore financially viable forest :ndustries
processing logs fros the project ares.

Preliminary Logical Framework

NEAKS OF VERIFICATION

l.

ll
2.

Reviex of docusent by outside
experts befare approval.

Revien of docueznl Ly oulside
experls before approval.

kecords ol the association.
Audits

06F records.
Field visits.
femole sensing images.

Financial records and audits.
Sawmill sasple studies.

IMPORTANT ASSUMFTIENS

Assuaplions for achieving outpuls

{. Foresl cwners can be
sotivated to collaborate.

{. Forest omners can be
aol1vated Lo coilaborate.

{. Forest indusiry owners

willing to cellaborate.




iitle ano rueser: - Resources for & Staole Environment (FORESTA} tJ15-0243: Frelimirary Logical Frascework

IVE SUNRARY OBJECTIVELY VERIFIABLE INDICATORS NERNS OF VERIFICATION INPORTANT ASSUMFTIONS

Fesusplicns for schieving oulpels

Hagnitude of Oulpuls:
sivle range of species and 2. @t least 751 of lhe comsercie} wood voruse which 3. Independent evalualions,
e ptotute & range of producls. 15 felled, 1& processed Gy ndu irv,
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sutratlel
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integration ci Lrees on faras

r 2

£ataslishaent of «n econcmiCally productive 1.
farest cocer on those non-forested lands
classit1ed as tntepable of sustaining

africuitars,

The 16teqistica of neili-purpose Lree species .
wie aarotoreste,; systees, on those lands 2.
Ciste)eien of spprepriate 1Of agricuttural use. J.

4,
Craesn1i168 19 wre 1OyECL areo have 1.
giszeranls o' yantiallens aciave in furihering
gppreprtate land o3& 1a 3rEES that 1niluence
tre coamemls, 2.

)

Fatest Resources for a Stable Environaent (FORESTA: (S15-024%

OBJSCTIVELY VERIFIABLE INDICATORS

Hagnitude of Outputs:

il least half of the Class VIII % Ix fang nol
coverad by natural forest 1s coverad by forest
plantations.

251 of farmers have parlicipated 1r reforestation.
Five tree nurseries in production.

215,000 trees planted 10 cosbinalicn nilh creps
of pastures.

sgroforestry practices (trees if pastures, live
fences, shade for crops, elc.! ectablished
annually increases at 10% pei yeat.

20 organizations, wit 3 tolal of 2t least 100w
seabers, have adopted conservelion otlton: as onhe
of their explicit goals.

20 organizations amnually urderiaie st ot ieast
one aclion resulting in iand use 1Epfovesent.

tne fenctioning nelwork of organilelions

working in conservation 21 1sproved land use 15
active in the project alea.

irelicinary Logical Framewo: k

uean® o ATRICATION

1. DGF records
¢- Field visiis,
3. Reaole sens:ing 182475,

1. Fielg visils,
2. Nursery records.

1. Feiiodic interviews with
comaunily leaders.

2. Field inspections and
inlerviess during project
evaluations.

INFORTANT ASSURETLLRS

Assusptions for achieving

{. Governsent financial
incertives avatlatie.

outpuls
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TAGS ¢ mEN
SUBJECT: COSTA RICA PiD REVIEW--FOREST RESOURCES FOR A

STABLE ENVIRONMENT (515-0243..

1. THE PROJFCT IDENTIFICATION DICUMENT (PID) WAS o
REVIEXED AT AN ISSUZS MEETING ON MAY 13, 1638 AND A DAEC ,
ON MAY 16. TFRRENCE BRCWN, LAC/DR, CHAIRED THE DAEC. 'l”i"—ll-g—f
TEE MISSION WAS REPRESENTED BY ASSISTANT DIRECTOR, XEVIN i LYinfCetaRics i
KELLY, wITH SUPPOR{ fROM ROCAP CONSULTANT, HaNRY | A

Jinfel,

TSCHINKEL. R

2. (&) THE PID WAS APPROVED ¥ITH THE GUIDANCY BELOW FOR
PROJFCT PAPER (PP) D¥VELOPMENT. THE PP #ILL BE APPROVED
BY THE MISSION BUT TSE LOCAL CURRENCY ENDOWMENT
COMPONENT CF THE PROJECT, INCLUDING USES OF THE FUNDS
AND THE PXOCEDURES ¥FOR PROGRAMMING AND CONTROLLING THE
FUNDS, MUST BE FURTEER DEFINED BY THE MISSION AND
REVIEVED BY A.1.D./W PFIOR TO PROJECT AUTHORIZATION
(REF. 3. A EFLOW). ‘B) THE PRCJECT WILL ™ OBLIGATED IN
FY €9 RATHER THAN FY 8€ AS ORIGINALLY PLANNED, GIVEN TdE
COMPLLXITY OF THE PROJECT AND THE AMOUNT OF PROJECT
DESIGN wORK REMAINING. THE MISSION WILL SEEK
ALTERNATIVE USES OF THE DOLS 200,000 IN THE FY &8 0B
FOR ThRIS FROJECT.

3. 1THE DAEC DISCUSSED THE ISSUES LISTED BELOW AS WELL
AS SOME OF THF ISSUES AND DECISIONS FROM THE ISSUES
MEETING (UNDER ITEM 4. BELOW).

(A) ISSUE: LOCAL CURRENCY ENDOWMENT: 1) IS THE
PROPOSED LC ENDOWMENT (TRUST) CONSISTENT %ITH A.1.D
PRCC EDURES, SFECIFICALLY, POLICY DETERMINATION &

(PD 5)? 2) EOW WOULD THE TRUST BE OWNED AND OPERATED?

DISCUSSICN: 1) PD & INDICATES THAT LC S30ULD NOT
NORMALLY BE USED FOR PURPOSES/ACTIVITIES THAT WOULD NOT
BE PERMISSISLE WITH DOLLAR rINANCING. SINCE DOLLAR
ASSISTANCE CAN NOT BS USED FOR ENDOWMENTS, A QUESTION
ARISES ABOUT WHETHER JOST-COUNTEY OWNED LC (GENERATED
UNDEK ESF PROGRAMS) CAN B3 USED TO SUPPORT TH® RECURRENT
COSTS OF POREST PROTECTION AS ?ROPOSED IN THE PID,

2) MECYANISMS FOR THE TRUST FUND ARE NOT CLEAR. WILL
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THE TKUST BE OWNED/OPERATED BY THE PRIVATE SECTOR--TO
PAY GUARD SALARIES AND OTHER RELATED PUBLIC SECTOR COSTS
FOR FOREST PROTECTION? WHAT WILL GOCR INVOLVEMENT BE IN
MANAGING THE TRUST FUNDS?

MISSICN REPRESENTATIVES STATED THAT TAE TRUST FUND IS AT
TPE CONCLPT STAGE AND THAT THE DWTAILS WILL KAVE TJ BE
DEVELOPED DURING PP DESIGWN. TWO OPTIONS ARE BEING
CONSILCERED: ENDOWING A NON-GOVERN4AENTAL OFTANIZATION;
0% A GOVERNMENT INSTITUTION. THE MISSION BOPES TO AVOID
GOCR RESTRICTIONS ABOUT ASSISTANCE TO 2RIVATE
OPGANIZATIONS ®Y PROGRAMMING QUOTE JLD UNQUOTE LC (FRO4
THE FY 87 ESR VI 2ROGRAM) fOR THIS USE.

DECISIONS: 1) THE USE OF HOST-COUNTRY~OWNED LC TO FUND
THE XIND OF FOREST SEEVICES DFSCRIBED WOULD NOT VIOLATE -
PD-5; 2, THE MISSION WILL DESCRIBE THE sNDQWMENT
MFCAANISM IN THL PP; INCLUUING OWNERSYIP, MANAGEMENT,
AND PROCEDURES FOR USE OF THE FUNDS AND PERMIT A.I.D./VW
T0 REVIEW THE PROCEDURES IN LIGHT OF A.I.D.”S EVOLVING
PROCELURFS FO®R LC AND TRUST FUND USES; 3) LC FOUNDS WILL
NOT FINANC: QUOTE LAJ ENFORCEMENT UNQUOTE SERVICES OF
ANY KIND, THE PP SHOULD USE APPROPRIATE TERMINOLOGY %0
AVOID ANY MISTAKEN IMPRESSION IN THIS REGARD, ¥.G., USE
FCREST RANGIZRS INSTEAD OF GUARDS. GC/LAC WILL REVIEW
THIS ASPFCT OF THE PROJECT FOR ANY POTsENTIAL CONFLICT
WITH A.I.D. REGULATIONS B4ARRING SUPPORT FOR POLICE AND
RELATED PURPOSES.

(R) ISSUE: LAND ACQUISITION: SHOULD LC BE USED UNDER
THE PROJECT TO FIMANCE THS ACQUISITION OF LAND?

DISCUSSION: THE ISSUE KAS Tw0 ASPECTS: 1 WHETJER THE
USF OF LC FOR TYeSE PUFPOSEIS 1S PzZRMISSIBL: UNDIR PD 55
AND 2) »BETHER THE rR0JECT SEOULD FINANCE PURCHASFS OF
PRIVATE LAND FOR THE PUBLIC J)OMAIN OR FOR PRIVATE
CONSERVATION?

TEE PID CALLS FOR APPROXIMATELY DOLS 839,000 EQUIVALENT
LC TO PURCHAASF LAND TO PROTECI THE INTEGRITY OF PARKS
AND RESERVED FORESTS. PROJ<CT FUNDS ARE INTENDED TO BE
A CATALYST FOR OVER DOLS 5 MILLION IN PRIVATE
CONTFIBUTIONS FOR LAND ACQUISITION,

DECISIONS: 1) LC FUNDS MAY BE USED FOR THE KIND OF LAND
PURCHASES AS DESCRIBED IN THE PID AS LONG AS SUCH

PURCHASES ARE VOLUNTARY ANL NOT COERCIVE AND DO NOT <
VICLATE U.S. LEGISLATION ThAT BARS SUPPORT FOR QUOTZ
FXFROPRIATION UNQUOTZ. 2} THE PP DESIGN SEOQULD

EN” MPASS ISSUES RELATED T9D FAIR PRICING OF SUCH LAND.

1/4 UMCLASSIFIED STATE 217564/921
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; 4. DECISIONS/CLARIFICATIONS FROM Tir ISSUFS MEETING OF
' MAY 13, 19¢€8.

. A) 1SSUF: DFORESTATION: DOES THE PID FOCUS ON THE

? ISSULS RELATED TQ DEFORESTATION, AND THE SOLUTIONS AND
RFLATED PRIORITIES? DOES IT LOOYX AT W&YS TC GET TEETH
INTO TBE CONSRVATIONIST LEGISLATION AND ENFORCEMENT?

DISCUSSICN: IN FREVIOUS GUIDANCE, A,I.D./W ASKED THE
MISSION TO FOCUS ON THESE SUBJECTS. THBE PID SAYS
DEFOKESTATION IS A CFITICAL PROBLEM BUT IT DOES NOT
DISCUSS THE IESUE IN ITS VARIOUS DIMFNSIONE--ECONOMIC,
LEGAL, POLITICAL, INSTITUT IONAL AND SOCIAL. 1T DOES NOT
HIGHL1GHT PRIORITIES RELATE) TO THE DEFORESTATION ISSUE
- OR PROPOSED SOLUTIONS. IT DOES NOT DISCUSS RELATED
: LEGISLATION OR WHY TBE LEGISLATION IS NOT BEING
A IMPLEMENTED/ENFORCED.

IT WAS SUGGESTED AT THE ISSUES MEETING THAT PROJECT
DESIGNRRS NEED TO ASK QUESTIONS LIKE THE ¥OLLOWING:

1) WHAT GROUPS ARE LOGGING THE FOREST, CLRARING LAND FOR
PASTURE (LEGALLY AND ILLEGALLY)? 2) WHAT EFFORTS HAVE
BEEN MADE TO HALT ILLEGAL LOGGING AND FOREST CLEARING?
TO WHAT EFFECT? 3) WILL ASSIGNINC MORE GUARDS AND
ALLCCATING RELATED BUDGED LE EFFECTIVE? WHAT PRACTICAL
PROFLENMS D) FOREST RANGFRS AND ENFORCEMENT AGENCIES
FACE? DO THEY RAVE LEGAL AUTHORITIES, SUPPORT OF

COMMUNITY, POLICE ANL CCURTS? 4. WHAT IS THE LOGGING
PERMIT SITUATION? BOW CAN IT BE IMPROVED? WHAT
TAXES/FIES DO LOG3ER3 PAY? ARE THEY PAYING FAIR PRICES
FOR THE FENSYFITS THEY EXTRACT? 5) WHAT DIMENSIONS OF
TEE FCREST CLEARING SITUATION ARE MOST IMPORTANT? WEHAT
ARE Tn® PRIOKITY INTERVENTIONS?

MISSION REP+ESENTATIVES FELT THE FUNDAMENTAL ISSUES AND
HREMEUIAZL APPEOACHES FAD BEEN COVERED IN VARIOUS
ENVIRONMENTAL ASSFESHFNTS AND STRATEGY STATEMENTS.

DECISIONS: 1) SO TEAT THE PP WILL STAND AS A

SFLF~CONTAINED DOCUMENT, THF MISSION AGREED TO ATTACH AN

ANNEX SUMMARIZING THE BASIC CONCERNS/CONCEPTS FROM THE
» BACKGROUND ENTIRONMENTAL STUDIKS. IN THIS RESPECT, THE
oy MISSION IS ENUOURAGED TO SUMMARIZE THE DEFORESTATION
N . PROBLEM IN ITE VARIOUS DIMSNSIONS--LEGAL, JURIDICAL AND
POLITICAL AS WELL AS TFCHNICAL, ECONOMIC AND
INSTITUTIONAL. 2) EVEN THOUGE TBE PROJECT SCOPE IS
LIMITED BY THE RSLATIVZLY SMALL GEOGRAPHIC AREA AND ITS
3 \FILOT NATUP3, THT PP SEOULL IDENIIFY POLICY ISSUES
o \iRELATED TO SLOWING -FALTING DEFORESTATION, IMPLICATIONS
" FOR THE FROJECT AND POSSIBLE BROADER FUTURE DIALOGUE ON
THE SUBJECT OUTSIDE THF PROJECT SHOULD BE ADDRESSED.
THE PP SHOULD EMPRASIZE TH: POLITICAL ASPECT, WHAT THE

GOCR HAS AND SHOULD DO AND HOW THE PROCESS CAN BE
FACILITATED.

(B) INSTITUTIONAL ROL-S AND CAPABILITIES: WHICR IS THE
LFADING ORGANIZATION FOR THE PROJECT? SHOULD THE

2/a UNCLASSIFIED STATE 217664/02
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PROJECT FOCUS MCRE ON THE ROLE OF GOVERNMENT AND THE
GOVERNMENT S CAPABILITY TO CARRY OUT ITS ROLE?

DISCUSSION: GIVEN TWE INSYTITUTIONAL WEAKNESSES OF PRIOR
NATURAL RESCURCES PROJECTS, THIS ELEMENT OF PROJECT
DEVELOPMENT IS ACKNOWLELGE!) TO BE A DIFFICULT AND
IMPORTANT ARFA. THE OVERLAPPING FUNCTIONS OF PUBLIC AND
PRIVATEL~-SUFPORTED ENVIRONMENTAL INSTITUTIONS ARE POORLY
COORDINATYED. ANALYSIS AND DESCRIPTION IS NEEDED ON THE
APPROPRIATE ROLE FOR GOVERNMENT AND THE CAPABILITY OF
GCVEKNMENT INSTITUTIONE TO CARRY OUT THEIR FUNCTIONS.

DFCISION: 1) THE PP WILL EXPLAIN THE ROLES AND
CAPABILITIES OF PARTICIPATING INSTITUTIONS, COORDINATING
MECHANISMS AND RELATED PROJECT INTERVENTIONS; 2) ANY
SUPPORT FOR AN N6O UNDER HE 13 PROCEDURES, IF FULL AND
CPEN COMPETITION IS NOT FOLLOWED, WOULD REQUIRE SPECIFIC
APPROVAL OF THF RCO IN ACCORDANCE WITH THE NEW HE 13,

OBTAIN SPECIFIC APPROVAL, IF NEEDED, PRIOR TO
AUTHBORIZATION.

(C) ISSUE: PRIVATE SECTOR INCENTIVES: IN DESIGNING
PRIVATE SECTOR PROJECT COMPONENTS AND APPRAISING THEIR
FEASIRILITY, SHOULD THE PP CAREBFULLY CONSIDER THE
RELATED ECONOMIC FORCES AND INCENTIVES?

DISCUSSION: THE PROJFCT INVOLVES A NUMBER OF PRIVATE
SECTOR INTERVENTIONS, INCLUDING THE PROMOTION OF FOREST
PLANTATIONS, ON-FARM WOOD PRODUCTION, FOREST FROWERS
COOPFKATIVES . N&Ww SAWMILL TECHNIQUES AND OPERATIONS,
COMMUNITY DEVELOPMENT THROUGE CONSERVATICN, ETC. 1IN
SOME INSTANCES, THE INCENTIVRS ARE APPARENT; IN JTHER
INSTANCES THEY ARE L4SS CLEAR.

DECISION: TdAE "ISSION WILL ASSESS INCENTIVES RELATED TO
THE VARIOUS PRIVATE SECTOR COMPONENTS, DRAWING ON
LESSONS LEARNED FROM PRIOR EXPERIENCE IN SOME CASES.

2/4 UNCLASSIFIED STATE 217664/02

3




e .

. 3/4 UNCLASSIFIED STATE 217664/03

(D) ISSUF: WSF OF DA FUNDS FOR CREDIT: WAAT IS THE
JUSTIFICATION FOR THE CREDIY ACTIVITIES UNDER COMPONENT
C (FOKEST MANAGEMENT'?

DISCUSSION: THE BUDGET PROPOSES DOLS 700,200 OF GRANT
DA FUNDS FOk CREDIT TG THE FOREST INDUSTRY. THIRE 1S
LITTLE DISCUSSION ON TYE SPECIFIC PURPOSES, TERMS OF THE
CREDIT OR INSTITUTIONAL ARKANGEMENTS.

MISSIOM REPRESENTATIVES EXPLAINED THAT TRE FUNDS WERE
INTENDED ESSENTIALLY TO FINANCE IMPORTED 3IQUIPMENT,
PAKTS, RAW MATERIALS AND OTHER ITEMS FOR TH® TIMBER
INDUSTRY THAT iINCUR FOREIGN EXCHANGE COSTS. A ONE-TIME
PROCUREMENT WAS ENVISIONED. OTH:ZR ALTERNATIVES RATHIR
THAN INSTITUTIONALIZATION OF A CKEDIT FUND WILL BF
EXPLORED DURING PP DESIGN,

DECISIONS: 1) DOLLAR FUNDING CAN BF USED TO FINANCE
ACTIVITIES THAT INCUR FOREIGN EXCHANGE REQUIREMENTS.
USES AND TERMS OF THIS COMPONENT WILL BE
ANALYZED/DESCRIBED IN THE PP,

(E) ISSUE: TENURE SITUATION: WHAT NEW STRATEGIES AND
MECHANISMS ARE GOING TO BE PURSUED TO OVERCOME TdsS
TENURE CONSTRAINTS TRAT ARE ONE OF THE CAUSES FOR
CONTINUED CLEARANCE CF THE FOREST?

DISCUSSION: THE PID SAYS THAT CO-OPS WILL HFLP MZMBERS

LEGALIZE THEIR LAND TENURE SITUATION. THE PROJECT
BUDGET IS PROBABLY NOT COMMENSURATE WITH TLE PROBLEM

(voLsS 90,000 IN LC FCR SURVEYOR AND LSGAL FEES AND DOLS
58,00@ IN TA).

DURING THE A.I.D./W REVIEW CF THE CONCEPTS FAPER (5AN
JOSE 14358-87), THE TENURE SITUATION ¥AS HIGHLIGHTED AS
AN IMPORTANT CONCERN TO BE ADDRESSED DURING PP DESIGN.

MISSION REPRESENTATIVES CLARIFIED THAT TITLES WILL NOT
BE ISSUED IN PARKS OR FOREST RESERVE AREAS; TIAT PRIVATE
PARTIES MAY BF ISSUED QUOTE CONCESSIONS UNQUOTE ON THESE
LANDS. ON FORMERLY PUBLIC DOMAIN LAND, LEGAL JCCUPANTS
WOULD BE ASSISTED IN RECEIVING TITLES.

DECISION: THE PP WILL EXPLOKE THE NATURE AND FXTENT OF
TBE LAND TENURE PROBLEM, APPROPRIATE SOLUTIONS AND
RELATED PROJECT BUDGET.

(F) EVALUATION AND RELAYTED OFPERATIONAL RESEARCH: GIVEN
THE COMPLEX AND EXPERIMENTAL NATURTS OF T4AE PROJECT, THE
MISSION IS ASKED TQO CONSIDER BASELINE DATA COLLECTION,

OPERATIONAL RESEARC3I AND STUDIES ¥OR APPRAISING PROJECT
RESULTS.

(G) INTERMEDIARIES FOR COMMUNITY DEVELOPMENT: THE
MISSION IS REQUESTE) TC BXPLORZ PRCSPECTS FOR USING
PVOS, COMMUNITY ORGANIZATIONS AND/JR OTHER
INTERMEDIARIES FOR TZE COMMUNITY DEVELOPMENT COMPONENTS

3/4 UNCLASSIFIED STATE 217564/03
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OF THE PROJECT.

(R) LIFE~OF-FROJZCT: THE PID PROPOSES SSVEN YSARS AS
THE MINIMUM DURATIDN OF TEZ PROJECT. IT W4S SUGGESTED
AT THE LSSUES MEETING THAT THE LOP MIGHT 8E TOQ 310KT
GIVEN PREVIOUS PROBLFMS IMPLEMENTING WATER RESOURCE ANY
FORESTRY PROJECTS.

IT WAS DFCIDED THAT THE PROPOSED 7 YFAR LOP IS ALL
RIGHT, BUT THE MISSION SBOULD DESIGN THE PP WITE
PRE-SELECTED DECISION PCOINTS RIGARDINS A PROJECT
EXTENSION OR FOLLOW-ON.

(1) RELATION WITH FY 9¢ WATERSUE) MANASSMENT PROJECT:
THE PP WILL EXPLAIN THF RELATIONSHIP BET#EEN TEIS
PROJECT AND THE PROPOSED WATERSHED MANAGEMENT PRQJECT.

(J)} COORDINATION WITH CTWER DONORS: TRE PP SHOULYD
EXPLAIN EOW THE PROJECT WILL BE COORDINATED WITH

PROPOSED IDB FORESTRY PROJECT AND ANY OTHEFR RELATED
PRGJECTS.

(Kx) TRADF OFF EBYTWEEN COMMEKCIAL FORESTRY AND B1CLOGICAL
RESERVES: THE PP WILL CONSIDER THESE TRADE-OFFS AND THE
PROJECT RESPONSE.

(L) PARTICIPATICN OF FORZST AND SAWMILL OWNEKS: THE PP

WILL EXFLORE THE ROLES AND INCENTIVES RELATED TO THEIR
PARTICIPATION IN PROJECT ACTIVITIES.

(M) SEMI-AUTONOMQUS QUOTE :08ESTRY INSTITUTE UNQUOTL :

A DECISION ABOUT A.I,D. SUPPORT F)F THIS NEW INSTITUTION
MAY HAVE TO AWAIT MORE INFORMATION/ANALYSIE ON T4E ROLE
AND NATGRE OF TdE INSTITUT: AS IT NDEVELOPS.

(N) GIVEN POTENTIAL FOR SIGNIFICANT IMPACT ON

UNCLASSIFIED STATE 217664/63
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ENVIRONMENT AND CONGRESSIONAL LEGISLATION R:QUIRING AN
ENVIRONMENT ASSESSMENT ON ALL TROPICAL FOREST
DEVELOPMENT PROJECTS AN IZE SEQULD BE PRR?ARED BY
MISSION RFQUFSTING A POCITIVE DETERMINATION ANJ AN FA
CONDUCTED. WEITEHBEAD
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SURJECT: FOREST RESQURCES FOR A STABLE ENVIRONMENT
(5156243 ) - RSVIEW OF FNDOWMENT MECHANISM

1. THE ENDOWMENT MECHANISM FOR THE SUBJECT PROJECT WAS
KEVILWED ON JANUARY 5, 1989, TERRENCE BROWN, LAC/DR,
CHAIRED THE REVIEW. 1IN ADDITION TO LAC/Di AND LAC/CEN,
hEFAESINTATIVES FROM GC AND PPC WXRE ALSO INVITED DUE TO
NATURE OF THE ISSULS DISCUSSED BELOW,

2. THE REVIEW WAS HELD IN ACCORDANCE WITH THE PID
GUIDANCE CABLE (STATE 217664) FOR THE SUBJECT PROJECT
EICE STATED THAT AID/Y WOULD REVIEW THE LOCAL CURRENCY
INDOWMFNT MKCEANISM PRIOR TO PROJECT AUTHORIZATION, THR
MECHANISM AS PROPOSED BY USAID/COSTA RICA RAISED TWO
SIGNIFICANT POLICY ISSUES: TEX USE OF U.S. DOLLAR GRANT
¥UNDS TO CREATE AN ENDOWMENT AND TO PURCHASE COSTA RICAN
DesD FHOM U.S. BANKS., THE REVIEW CONCLUDED TEAT: A) US
DCLS 7.5 MILLION LOCAL CURRENCY EQUIVALENT FROM THE HOST
COUNTRY CONTRIBUTION CAN BE USED TO CREATE THE TRUST
*UnD SUBJECT TO GUIDANCE BELOW; 2) US DOLS 2.5 MILLION
IN DOLLAR GRANT FUNDS CANNOT BE USED EITHER FOK DEBT

3UY-BACK CR TC CREATE THE TRUST FUND; AND) 3) IF USAID
IS INVOLVED IN THE ENDOWMENT AGRLEMENT ESTABLISHING THE
FUND, AID/W WOULD REVIEW AND APPROVE IT. TEE RATIONALE
¥Ok THESE DECISIONS IS PROVIDED BELOW.

S« TAE CREATION OF AN ENDOWMENT WITH APPROPRIATED U.S.
DOLLARS CURRENTLY REQUIRES SPECIFIC CONGRESSIONAL
APPA0VAL. THFREFORE, USAID/COSTA RICA CAN NOT AUTHORIZE
Ts% DOLLAR PORTION OF THE ENDOWMENT MECHANISM. THE USE
OF ECST COUNTRY-OWNED LOCAL CURRENCY TO CREATE AN
SNDCWMENT 15 PERMISSIBLE WITH THE FOLLOWING GUIDANCE:

a) TH: MISSION SEOULD LIMIT ITS PROGRAM ACCOUNTABILITY
TC ko PACD OF THE GRANT AGREEMENT; B) IF THERE IS &
SEFAKATE AGREEMENT ESTABLISHING TEE SNDOWMENT, USAID
CEQULD EAVE NO SUBSTANTIVE ROLE AND, IF POSSIBLE, SHOULD
NCT BE A PARTY TO THAAT AGRZEMENT; AND C) IF USAID IS A
PARTY TO THE AGREEMENT, AID/w SHOULD REVIEW AND AFPROVE
I PGRBEMINT., WE WILL FAX A COPY OF THE VMEMORANDUM OF
UMDERSTANDING AMONS USAID/HONDURAS, THE GOVERNMENT OF
ird XePUBLIC OF HONDUKAS, AND ESCUELA AGRICOLA
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JNCLALEIFIED  © STATRE  416£53
" MN-AMTRICANA AS AN TXAMPLE OF AN ENDOWMANT AGKLEMENT,

4., THi USE O¥ V.S, DOLLAR GRANT FUNDS TO PURCHASE COSTA
RICAN DEBT FROM U.S. BAN¥S RAISES TRE RROADER ISSUEL CF
USING DISCOUNTEL LDC DEBT FOR DEVFELOPMENT FINANCE. ON
CCTCHBEK 18, 198&, PPC CIRCULATED ITS GC APPROVED DEBT
FOR DYVELOPMENT GUIDANCE WHICH EXPLAINS HOW AID FUNDS
MAY B2 USED TO BUY DEEBT TO BFE CCNVERTED TO LOCAL
CURRENCY FOR DTRVELOPMENT PROGRAMS. A COPY OF TEE FINAL
DkArT OF THIS POLICY STATEMENT WHICH IS CURRENTLY REING
REVISWED WILL BE FAXED TO TEE MISSION. WHILE WE SUPPORT
THE MISSION IN ITS EFFCRTS TO CHEATIVELY LEVERAGE
DEVILOPMENT RESOURCY¥S, THE APPROACE AS PROPOSED IN THE
FAYEL ANNEX L OF THE FORESTA PP CONTRAVENES TWO PRECEPTS
Of THIS POLICY STATFMENT, FIRST, THE GUIDANCE STATES
THAT ONLY NON-GOVEANMENTAL ORGANIZATIONS (NGO) SUCH AS
PRIVATE VOLUNTARY ORGANIZATIONS AND COOPERATIVES (DEBT
FOR DEVELCPMENT ~INTZRMEDIARY ORGANIZATIONS) ARE
»LIGIBLE TO IMPLEAENT 1HE A.I,D. JDEBT FCR DEVELOPMENT
PROGKAM. VWHILE THY¥ PP ANNEX IS UNCLEAR, IT IMPLIES THAT
TEE GOCR WILL BE THE INITIAL RECIPIENT OF THE GRANT
W4YICH WOULD THEN BE GRANTED TO CCNRA. THE FORMER ENTITY
IS INZLIGIBLE ACCORDING TO THE ABOVE GUIDANCE, AND THE
STATUS OF THE LATTZR IS UNCLEAR. SECOND, EVEN I¥ THE
RECIFIINT OF THE GRANT IS AN NGC, PRINCIPLZES OF
APPROPRIATION LAW, IN GC OPINION, REQUIRE THAT INTEREST
EARNED ON ALL LOCAL CURRENCIES CBTAINED BY
INTARMEDIARIES THROUGH DEBT EXCWANGE TRANSACTIONS BEFORE

THEIR USE FOR FINAL PROGRAM PURPOSES SBALL BE REMITTED
TO TEFASURY. THEREFORE, A.I.D. POLICY AND GC OPINION DO
NOT PERMIT THE INTEZREST EARNED FROM THE
A,1.,D,-ASSCCIATED PORTION OF THE ENDOWMENT TO BZ
DISEURSED TO CCNRA, THEREBY NFGATING THE FEASON FOR
CREATING AN ENDOWMENT. PPC AND GC ARE CONSIDERING A
STRUCTURE INVOLVING DOLLAR-DENOMINATED BONDS PAYABLE IN
LOCAL CUREENCY WITHOUT INTEREST, WHICH MAY OVERCOME THIS
SSCONs QEJECTION.

5, IT 1S OUR UNDERSTANDING THAT THE US DCLS 2.5 MILLION
WILL 5% REALLOCATED WITHIN THE PROJECT BUDGET. THE PP
SHOULD FROVIDE ADFQUATE JUSTIFICATION FOR THIS LEVEL OF
AESQURCES. IN ADDITION, IT IS OUR UNDERSTANDING THAT
THE SHORTFALL IN THE ENDCWMENT WILL BE MADE UP FROM
ADDITIONAL HOST COUNTRY-OWNED LOCAL CURRENCY. THE PP
SEOULD CONTAIN AN ANALYSIS INDICATING THAT THE LEVE. OF
SNDOWMENT IN LOCAL CURRENCY IS ADEQUATZ TO SUSTAIN
CCNKA. SHULTZ
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AGENCIA PARA EL DESARROLLO INTERNACIONAL

MISION ECONOMICA DE LOS ESTADOS UNIDOS EN COSTA RICA

Apartado Postal 10053

1000 San José Costa Rica
Teléfono 20-45-45
Telex 3550 AIDCR KR

March 10, 1989

TC: FORESTA PROJECT PAPER AND FILE
FROM: Michael C. Foster, PDO ﬁ,’zﬁﬁ

SUBJECT: Relsp;)r;gg 8to AID/W's FORESTA PID Review Cable (State 217664) of
July 7,

.  The FORESTA PP responds to each of the issues raised at the AID/W
PID DAEC =s foliows (item numbering balow refers to the subject cable):

(3A)(2): The endowment mechanism is described in detail in Annex L
of the P.P. Briefly $10.0 million of the local currency host country counterpart wiil
be assigned by the Project fo the Cordillera Development rFoundation (CDF).
These funds will be sat aside in 2n interest bearing aczount during thie LOP. Mear
the end of the Project, the CDF will select a fiduciary to be responsible for
maintenance and disbursement from the endowment after the Project ends. To
round off the endowment and to guarantee the long-tsrm viability of the fund,
USAID will propose that the Governmant ot Japan match the Project’s contributions
with a $10 million centribution to the endowment to be handled in the same way as
the other contributions.

(3A)3): PP is clear that iaw enforcement activities are not being

funded. The RLA has reviewsd the:a aspects and has concluded that no potential

co:'nﬂict with A.l.D. regulations barring support for police and related purposes
exists.

(3B) This issue is related to proposed land pur:huses by the ™roject.
Thir? actitvity has been droppad from the Preject, therefore this issue is no longer
pertinent.

2. The FORESTA PP responds to each of the issues raised at the AID/W
PID issues meeting as follows (item numbering below refers 0 the subject cable):

(4A) Neforestation. Per the recommendation, the PP has a separile
report, nat gf A, pex F, specific:i'y dealing with the problems, impact, and GOCR

policy concerning ueforestation.

/qu‘.ff’ ; l'éF.
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(4B) Project Administration: |

(i The PP explains the role of the participating Iinstitutions in
Saction IV.A. and in Annex L. The Institutional Analysis (Annex E) and its
summary in Section V.A. of the PP discuss the capabilities of the participating
institutions.

Briefly, A.l.D., the GOCR represented by MIRENEM and the
CDF will enter into a ProAg delagating authority to A.L.D. to grant project funds
directly to the CDF. A.LD. will execute a contract for the support contractor to
assist the development and operation of the CDF. A.LD. will also contract for a
Project Adviser who will serve as a liaison between the Mission, the GOCR, the
CDF, and the support contractor.

(2) The NGO contract will follow full and open competition.

(4C)Private Sector Initiatives: The private sector activities are fully
discussed in the Institutiona! Analysis (Annex E), the Technical Analysis (Annex F),
and in the Economic and Financial Analysis sAnnex H). The paper aiso discusses
the investment incentive program in Section ill.C.3.

(4D)Use of DA Funds for Credit: The credit program proposed in the
PID has been dropped from the Project.

(4E)Tenure Situation: The land tenure problem is discussed in the
Social Soundness Analysis (Annex G) and in the Technical Analysis (Annex F).
Section lI.C.3. also discusses this. Briefly the PP supports land tenure resolution
where it affects project activities - i.e. forest enterpiise development. The
enterprise’s budget includes funds to assist larid owners interested iin selling parts
of their land to tha enterprise to clarify their tenure.

(4F) Baseline Data Collection: The project Monitoring and Evaluation
Plan (Section IV.C. and Annex J) has a detailed program for collecting the data and
analysing it for appraising project results.

(4G) Intermediaries for Community Developmeni: The prima
intermediary will be the non-profit WGO CDF which will work directly wi
community organizations.

(4H)Life-of-Project: The LOP is 7 years. The second evaluation will
determine the need to consider a project extension or follow-on.

(4% Watershed Management Project: The relationship between this
project and FORESTA will be discussed in tha Watershed project. At this time it is
not sufficiently advariced to discuss in the FORESTA PP.

(4J) Coordination with Other Donors: Section [1.D. discusses this
coordination. Direct ~ontact 'with the IDB is on-going as their forestry project
develops (it is still awaiting GOCR approvai).

(4K) Commercial Forestry vs Biological Reserves: The Environmental
Assessment (Section V.E. and Annex ) discuss the




3.

Pn‘g‘ecﬁ's impact on the forests and reserves. The desig., of the Project directly
addresses both areas by establishing separate components to manage each land
use category.

(4L) Participation of Forest and Sawmill Owners: Section I1I.C.3. and
Annex F deal with forest industry in the area. Section III.C.3. also discussee the
forest industry investment incentive fund, the 1purpose of which is to encoura
responsible forest industry in the project area. The participation of forest owners in
theso activities is also discussed i the above sections of the PP, including

ov.nership participation, employment, community extension, environmental
education, etc.

(4M2 Forestry Institute: The Mission is still awaiting developments on the
Institute. Nothing is currently happening in relation to the institute.

(4N) Need for an Environmental Assessment: The Assessment (Annex |
and summarized in Section V.E.) has been submitted to the LAC Envircnmental
Adviser and approved in State 4°6645. The conditions established in the cable
have been incorporated into the PP (Section V.E.).




FINANC1AL AND ECONOMIC ASSEGSSMENT

EXECUTIVE SUMMARY

Two srreadsheets, one financial (Annex 1) and the other
economi¢c (Annex 2), comprise the framework for assessing the
viability of USAID/Custa Rica's FORESTA Project. FProject worth
is presented in measures of net present value (NPV) and internal
rate of return (IRR). Project distursements occur over 7 years,
but flows of benefits and costs are projected and compared over
20 years. Project discount rates are 12 per cent for the
financial analysis, and 6 per cent for the economic analysis.

FORESTA produces four classes of measurable outputs plus
important intangibles. The four classes of measurab.e outputs
are: (1) recreational, educational, and scientific use of the
national parks, La Selva field station, and other public and
private sites suitable for the production and consumption of
these services; (2) production, consumption, and sale of farm
trees in the Project area; (3) increased economic returns from
natural forests in the buffer zones through implementation of
sustained yield management and improved conversion technology;
and (4) reduced deforestation in the Project area.

Total financial input to FORESTA over Years 1-20 exceeds
US$37 million, not including contingency and inflation. Most of
this (over $29 million) will be generated by the Central
Cordillera Trust Fund. The initial amount to capitalize the
trust fund is approximately $8.1 million (excluding contingency
and inflation). An amount of $7.8 million (excluding contingency
and inflation) finances Project administration, start-up costs,
infrastructure, technical assistance, other non-recurring costs,
and recurring costs during the first two years.

Financial NPV of the Project is $6.8 million, while economic
NPV is $59.9 million, in the base case of direct ouputs plus
reduced deforestation. The IRRs are 18 and 35 per cent,
respectively. Exclusion of indirect benefits (i.e. omission of
the economic value of reduced deforestation) has little effect in
diminishing FORESTA’s viability. Sensitivity tests indicate that
financial NPV turns negative if the time horizon is shortened to
10 years, or if visitations to the national parks and othex
wildlands are valued at 50 per cent of the base case. However,
economic NPV remains positive for all sensitivity tests.
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In view of inadequate data and untested assumptions, these
results are preliminary. Principal tasks to develop the analysis
in greater depth include: (1) refining budget categories and
estimates; (2) tightening the 1inks between budget estimates,
implementation plans, and quantities of outputs; (3) reviewing
concepts, assumptions, end estimates for quantities and values of
visitation to the national parks and other wildlands; (4)
initiating cost-benefit analysis of reduced deforestation in the
FORESTA area, focusing primarily on water and watersheds; and (5)
evaluating FORESTA’s viability under various scenarios regarding
debt swap, financial performance of the trust fund, and prospects
for interrelated projects.




FINANCIAL, AND ECONOMIC ASSESSMENT

1. INTRODUCTION
1.1 Terms_of Reference

This report examines the financial and economic viability of
USAID/Costa Rica’s FORESTA Project (515-0243). The report
follows the guidelines outlined in AID Handbook, Chapter 3. The
terms of reference for this component of the Project Paper are
given in USAID/Costa Rica’s PIO/T, Attachment 1, "Scope of Work
for Assistance in the Design of the Forest Resources for a Stable
Environment Project,"” Section 5.3.3.

The Project Identification Document (PID) for FORESTA states
that the project is to develop forestry and agroforestry as
economically and ecologically appropriate land uses in the buffer
zones around three national parks in the Cordillera Central, and
tc support management of the parks themselves. To achieve this
purpese, the PID proposed that the Project have three components:
(1) protection and management of the three national parks Braulio
Carrillo, Poas, and Ireszu; (2) protection and management of the
buffer zones around these parks; and (3) integraticn of the
communities of the area into these actions so that they become
supporters (rather than the primary threat) of natural resource
management in the Project area. The PID describes the buffer
zone concept, FORESTA’s conformity with Costa Rica’s national

priorities, and the Project’s relationship to USAID/Costa Rica’s
strategy statement.

1.2 Scope and Organization of this Report

Two spreadsheets, one financial and the other economic,
comprise the organizing framework for this assessment. The
spreadsheets are presented as annexes. The report includes a
number of separate tables which are either inputs or outputs for
the spreadsheets. The purpose of these tables is to focus the
reader’s attention on particular details that may not be as clear

when examining the large amounts of information contained in the
spreadsheets.

Section 2 of this report establishes the Project context in
terms useful for the financial and economic analyses which
follow. It identifies the relevant time horizon for assessment
of Project costs and benefits; identifies a Project discount

rate; and discusses cash flow from the proposed Project
endowment.




Section 3 presents the financial and economic snalyses for
FORESTA in measures of net present value (NPV) and internal rate
of return (IRR). This requires identifying the different
categories of Project benefits; estimating unit values (financial
and economic) of benefits which are measurable; defining and
estimating the different categories of Projesct costs (financial
and economic); constructing the value flows of Project inputs and
outputs; computing Project worth; and introducing sensitivity
tests. Finally, Section 4 presents recommendations to improve
estimates of Project worth, and to assist plans for Project
monitoring and evaluation.

2. PROJECT CONTEXT
2.1 Project Time Horizon

Given the long-term aims of FORESTA’s activities and the
staged implementation of certain of its components, the minimum

litfe of Project is seven years (PID, p. 8). However, streams of .
costs and benefits continue well beyond the period of Project i
disbursements. Earnings from the Project endowment (see 2.3)

extend into the indefinite future. Payoffs from investments in
forest protection and improved community relations are realized
only through decades. Moreover, timber cutting cycles in natural
forest management are 20-40 years (Nelson 1988; Tosi 1988).

This analysis examines financial cash flows and economic b
value flows over 20 years. Through this long time span great
uncertainties characterize physical flows of inputs and outputs,
their unit values, and institutional factors. Yet the production
relationships for the outputs inherently demands the long-term
persprective. The difficulty of estimating distant benefits and
costs is to some extent compensated by their very small
contributions to NPV at the relevant discount rates (see 2.2):

Present Value of $1 in Benefits or Costs Accruing in:

Year 10 Year 20

Discount
Rate: 6% .56 .31
12% .32 .10 *




2.2 Chojce of Discount Rate

The discount rate to find the present value of future
benefits and costs should reflect the time value of money in the
Costa Rican economy. The dizcount rate represents the
opportunity cost of Project funds, which in turn expresses {(among
other determinants) Costa Rica’s preferences for present
consumption versus investment to increase future consumption.
Because FORESTA’s benefits are realized far in the future
compared with many altzrnative Projects, financial and economic
returns are highly sensitive to the selection of the discount
rate (see 2.1 above). Previous studies of forestry-related
Projects in Costa Rica have applied discount rates of 10 per cent
(Nelson 1988; Tosi 1988), 12 per cent (BID 1987), and 15 per cent
(Flores Rodas 1985).

Different conceptual bases for the financial discount rate
include: (1) lending rates by commercial banks and by other
financial institutions, and (2) earnings on public and private
investments comparable in scope and risk to the present Project.
Due to monetary inflation and other features of Costa ica’s
financial crisis of the early 1980s, credit availability in 1985
was only 49 per cent of what it had been in 1878. According to
the Central Bank of Costa Rica (1986-1888) and other sources
(Cespedes et al. 1986, pp. 95-106; U.S. Embassy 1988), real rates
of interest have been positive only since 1983. For
nonsubsidized bank loans, real interest rates for 1983-1888

ranged from 7-18 per cent for lending to agriculture, cattle, and
industry.

“"Softer” lending rates to small industries and small
agriculturalists have been about 3/5 of the rates cited above,
i.e. 4-11 per cent in real terms. Components in the proposed BID
forestry project (BID 1287) are to be funded at different rates
approximating 3/4 the Costa Rican bank rates. The lower rates
can be rationalized on the basis of the production of public
goods, positive external benefits, and prospects for
demonstration potential. The anticipated benefits of FORESTA
include a heavy weighting towards these effects. Although the
existence of intangible and other non-quantifiable benefits is
not a reason to apply a low discount rate (Gregersen and
Contreras 1979, p. 104; Leslie 1987), the purpose of FORESTA
suggests the appropriateness of a "conservation" discount rate.
That is, the Project focuses on goals that many Costa Ricans
might agree is in their collective lcng-term interest, even if
indivicdual rates of time preference (i.e. for households and
businesses) are much higher. These ideas are reviewed and
critiqued in Markandya and Pearce (1988, pp. 47-48).




Proceeding from these observations, the analysis assumes a
financial discount rate of 12 per cent and an economic discount
rate of 6 prer cent. The financial rate approximates the post-
1883 private cost of capital in Costa Rica, assuming that the
recent trajectory will be maintained without new rounds of
massive inflation. The economic rate assumes that GOCR is
willing and able to give up present consumption in expectatlion of
meeting long-term resource management aims which normally cannot
be funded with market capital. The economic rate algo
approximates the social willingness to provide capital in GOCR’s
policy subsidizing favored borrowers, e.g. small agricultural-
ists, heavily represented among FORESTA’s beneficiaries.

2.3 Prolect Endovment 0 Cover Recurrent. Costs

The PID (pp. 19,22) proposes the establishment of an
endowment (the Central Cordillera Trust Fund) to pay the
perpetual costs of forest protection, infrastructure maintenance,
training, and other recurrent expenditures. The objective is to
denerate an annual flow of funds that will continue well beyond
the seven years of FORESTA’s life of Project. Issues are the
size of the endowment in relation to other Project needs; Costa
Rica’s management experience with endowments; the extent to which
the endowment will include hard currency; end a number of other

critical considerations which lie outside the present scope.

The cash flows for this analysis assume that the endowment
will be successfully managded to protect the principal and (at a
minimum) keep up with monetary inflation. In the financial and
economic analyses, expenditures from endowment yields enter
Project cash flows at the time they are incurred. The principal
is excluded from cash flows con the premise that it remains a
capital stock (not a flow).

3. FINANCIAL AND ECONOMIC ANALYSES
3.1 Categories of Project Bepefits

The FORESTA Froject produces four classes of measu:able
outputs plus important intangibles (i.e. outputs impossible to

quantify in meaningful units). The four classes of measurable
outputs are:




a) increased recreuational, educalional, and
scientific (RES) use of the three national
parks, La Selva field station, and other
public and private sites suitable for the
production of RES services;

b) increased production, consumption, and sale
of trees from farms and ranches in the
Pruvject aren;

c) increased harvest volume and conversion
efficiency of timber in the natural forests
»f the Project area; and

d) reduced deforestation in the Project area.

Table 1 shows the physical flows of these outputs, with
assumptions and explanations presented in the remainder of this
section.

Production of RES services, timber, and wood products are
direct outputs. They have market prices, and enter the cash flows
for the financiel analysis. Reduced deforestation, on the otner
hand, is an indirect ou(put because its environmental services
cannot be bought or sold in a market. Thus reduced deforestation
has no identifiable financial worth. Yet reduced deforestation
has economic value, even if estimation of that value presents
difficulties (see 3.2.3). In the present framework, the
benefits of controlled deforestation are treated as attributable

to the FORESTA Project &s a whole rather than to any of its
components alone.

Intangible beneiits enter neither the financial nor tha
economic accounting. FORESTA includes some intangibles that

stand alone, and others co-produced in association with the
measurable outputs (3.1.5).

3.1.1 Recreational, Educational, and Scientific (RES)
Services

FORESTA strengthens the protection, management, and
infrastructure of three national parks within short and easy
driving distances of San José and other population centers of the
Meseta Central. FORESTA enables these parks to accommodate
increased visitation for RES purposes compared with the
alternative of no project. Moreover, investments to improve the
attractiveness of these parks will simultaneously expand the
demand to visit them. Hence FORESTA’s national parks component




should be regarded as bolh supply-augmenting (increasing
"earrying capacity”") and demand-enhancing.

The existence of FORESTA could be expected to increase the
flow of students, researchers, tourists, and other visitors to
existing and future private reserves in the Project area.
Increased visits to these private sites will occur as a spillover
from increased parks visitation, increased protection of the
buffer zones from unwanted encroachment, and increased accept~nce
of this kind of visitation by the communities most affected by
it.

For the last few years, the volume of nature-oriented visits
managed by private tour operators has been increasing by perhaps
20-30 per cent annually (M. Kaye, pers. com.). Current
visitation to the three national parks of Pras, Irazi, and
Braulio Carrillo is probably about 200 thou.and persons annually
(Araya et al. 1988, p. 58). While total visitation to Costa
Rican national parks has increased regularly and substantially
since 1983, most of this growth has taken place at Manuel
Antonio, Cahuita, and other parks. Visitation at Poas and Irazi
appears to have remained fairly constant.

The La Selva field station of OTS sustained 10.5 thousand
visitor-days of use in 1987, of which 13 per cent was by Costa
Ricans and the rest by foreigners. Visitor use at La Selva has
grown by over 4C per cent sinze 1985 (0. Camacho, pers. com.).
Visitation at Rara Avis, a young nature-oriented enterprise near
Horquetas, has been doubling each year from a small base. For
1989, Rara Avis tentatively projects 3 thousand visitor-days
(A. Bien, pers. com.). Other private holdings with revenue from
recreational, educational, or scientific visits include Finca
Bejuco and Selva Verde (Holbrook Tours).

While many tcurists on group or individual travel to cor
through the Project area are recorded as visitors at Poas and
Irazi, many others are not. For example, the substantial flow of
tourists and day visitors on the new highway through Braulio
Carrillo is not monitored, even though much of that use
presumably would not occur in the absence of the park. Other
unmonitored use occurs at Volcdn Barva, Bajo de Hondura (in -
Braulio Carrillo), Volecdn Turrialba, Prussia (Irazd), and early
in the morning at Poas (J. Barborak, pers. com.). Because the
Project area is so close to Costa Rica’s main population centers, -~
it seems likely that a high percentage of RES visitors are not
recorded in the national parks’ statistics, are not clients of
tour operators, and generally escape all statistical detection.
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For present purposes, 14 will be assumed that the Project
arcn currently generates 250 thousand visitor-days of RES
services annpually (40 per cent foreign). Annual growth in
visitation is agsumed to be 10 per cent without FORESTA, and 15
rer cent with FORESTA. The margin of 5 per cent is probably
conservative in view of the visitation impact FORESTA can have if
it helps establish trails, transportation services, and other
infrastructure (J. Barborak, personal communication). Growth in
RES services levels off after 10 years, by which time visitation
will be constrained by limits on carrying capacity unless much
more is invesied in physical and menagerial infrastructure. The
visitation flows which follow from these assumptions are shown in
Table 1,

3.1.2 Production and Sale of Farm Treces

FORESTA aims to motivate farmers in the Project area to
establish and manage trees, woodlots, and plantations on lands
unsuitable for higher uses, and in association with other farm
practices (i.e. agroforestry). This will be accomplished under
the farm forestry component, and ir. conjunction with a number of
other activities programmed therein.

The rate at which trees will be establish:d, and the income
effects of that establishment, are difficult to forecast.
FORESTA would work through various kinds of agricultural
cooperatives and community organizations. Each extension unit
would combine managerial, technical, and masnual labor with
nurseries, field days, and other means of information transfer
(G. Canet, pers. com.) It is assumed that FORESTA will support
two such units in the Project area, each of which will produce
and distribute 150 thousand seedlings annually. These will be
fast-growing species, planted at low densities and in combination
with other farm practices. It is assumed that full production of
300 thousand seedlings is reached in gradual steps over three
years, beginning in Year 2 of the Project; that 150 thousand of
these seedlings are successfully planted and properly maintained;
and that production is 0.1 cubic meter per tree per year on a
four-year cutting cycle. FORESTA’s direct participation in this
activity terminates in Year 7.

3.1.3 Sustained Yield and Sawmill Efficiency

The Project’s forest management component produces two types
of increased outputs of timber and wood products. The first is a
dreater total cut and utilizable conversion of timber in the
natural forests by implementing a program of sustained yield
harvests accompanied by the introduction of high-conversion




rortable sawmills., The second is a credit line to improve the
efficiency of a selected few existing stationary sawmills.

o) Sustained Yield: Principal issues for the
financial and economic analyses concern the choice of
system for natural forest management and harvesting,
together with the question of processing options (PID,
rp. 15-18). Two preparatory studies contracted by
USAID/Costa Rica offer approaches which differ
considerably in terms of timber volume extracted per
hectare, silvicultursl system, product mix, and
technologies for wood processing, and a numger of other
details (Nelson 1988; Tosi 1988).

Nelson estimates an IRR (financial) of 25 per cent
for a technical alternative comprising 11 high-
conversion portable sawmills cutting 22 cubic meters
of roundwood per hectare. A second alternative,
comprising 6 portable sawmills extracting 12 cubic
meters per hectare, generates an IRR (financial) of
only 3 per cent. 1In both alternatives, three years are
required for Project start-up and the achievement of
full productiomn.

Tosi estimates very high IRRs (72 per cent and 82
per cent) for two alternatives covering natural forest
harvesting and management, as well as for two
alternatives covering forest harvesting and management
integrated with wood processing (75 per ¢éent and 77 ner
cent). Tosi’s models omit important initial costs
(mainly fixed costs) of Project establishment and
administration, possible road construction, delay
required for installation of the processing centers, _
and the possible establishment of other infrastructure. »
Moreover, the forest industries models assume
production of 8-18 different products starting at full
capacity in the first year of the Project. The IRRs of
Tosi’s models can be expected to fall considerably if
cash flows are adjusted to include Project start-up
costs, likely infrastructure costs, and a realistic .
build-up of timber harvest and processing over a period ©
of years. Further, it is not certain that the wide
variety of products proposed in Tosi’s industry models
have viablec markets in Costa Rica. An early priority :
is to clarify market demand in relation to the actual
mixes of timber species and sizes found on specific
timber tracts in the Project area.




The Nelson models, conservative in assumpt.ions
snhout, product mix apd harvestable volume, establish
reasonatle lower beuctwarks of technical and financial
possibilities. The Tosi models, as presently
formulated, set upper benchmarks. All models give
acceptable returns, with the exception of Nelson’s low-
harvest alternative (12 cubic meters per hectare!}.
Neither Nelson nor Tosi assumes real price inereases
for wood products, even though that. is a likely
prospect (BID 1887, pp. 98-99; MAG 1987, p. 53).

Hence even the least favorable model (Nelson’s 1low-
harvest alternative) understates IRR when considering

increased timber scarcity in the region and in Costa
Rica more generally.

The base case in the financial and economic
analyses adopts the physical flows given by Nelson’s
Alternative I. Tosi’s production possibilities are
here regarded as upper limits to be tested for
feausability after actual timber harvesting begins, and
after measurements of extrscted and remaining volumes
can be established. Production under Nelson’s
Alternative I is almost 7,000 cubic meters of sawnwood
annually (produced from 13,000 cubic meters of
roundwood) by Year 3 of the Project. This implies a
conversion efficiency of 54 per cent. The flow of
timber and sawnwood at this level is a crude estimate
of the sustained yield that can be obtained in
perpetuity under rroper forest management.

Without FORESTA, timber cutting and utilization in
the Project area will diminish as deforestation
continues. Without FORESTA, deforestation outside of
the national parks boundaries is assumed to occur at a
rate of 10 per cent annually (see 3.1.4). A secod
assumption is that commercial logging takes place on
half of the area where forests are being felled. A
third assumption is that utilization mirrors national
averages in Costa Rica: 54 per cent of commercial
volume is removed after felling; 15 per cent of this is
lost during log production and transport; and 46 per
cent of log volume delivered to the sawmill is
recovered as sawnwood. In the total process, only 21
per cent of sawlog volume becomes finished product
(Flores Rodas 1985; Tosi 1988).

Comparing sawnwood production without FORESTA, the
effect of the Project during the first four years is to
reduce output (see Table 1). However, the combination




of sustained yield plus high conversion efficiency
produces 8 net increase of 48 thousand cubic meters of
sawnwood (Years 1-20) that otherwise would not have
been nbtained. FORESTA's shifting of timber cutting
and conversion from present towards future calls
attention to the importence of the Project discount
rate (see 2.2).

b) Sawmill Efficiency: About half a dozen stationary
csawmills have been identified as possibly qualifying
for processing modernization (PID, p. 15). FORESTA
provides credit to enable some of them to increase
roundwood recovery and vilue-added. These benefits
accrue to Costa Rica as a whole, although only a share
accrues to residents in the Project area.

Theoretically, improved sawmill utilization leads to
higher prices for salec of standing timber, i.e.
providing income to Project residents. In prevtice,
Costa Rica’s final processors and transport
intermedieries could be expected to capture most of the
economic rent arising from improved utilization.

Here it is assumed that FORESTA’s technical
assistence and credit assist three medium to large
sawmills to increase product recovery by 5 per cent of
roundwood input. Current annual roundwood inpvut feor
the three mills together is 32 thousend cubic weters,
implying that annual sawrnwood production increases by
1.6 thousand cubic meters. This increase is achieved
in successive increments over Years 2-5, after which
time production is sustained through Year 10.
Production increases attributable to FORESTA terminate
after Year 10 due to technological obsolescence and
equipment depreciation.

3.1.4 Reduced Deforestation

FORESTA attempts to stop illegal land clearing and illegal
logging on the entire Project area (PID, p. 10). This generates
protection benefits very difficult to quantify and even more
difficult to value. The current forest cover in the Project area
is estimated to be about 20 thousand hectares of forest outside
the national parks’ boundaries, and 45 thousand hectares within
them. The PID (p. 21) assumes that, without FORESTA, all forest
with commercial importance in the Project area will be destroyed
and converted to extensive pasture. It is also reasonable to
assume that, without FORESTA, encroachment pressures on the




national parks will increase as subsisience opportunities on
jands outside parks boundaries become ever scarcer.

Here it is assumed that FORESTA’s combination of increased
patrol of the national parks and forest reserves, farm forestry
activities, and land tenure activities will collectively bring
unwanted deforestation to virtually nil by Year 5. This occurs
in successive increments, beginning in Year 2.

Table 1 reports the difference in forest cover with versus
without the FORESTA Project, based on the following assumptions:

- Without FORESTA, it is assumed that deforestation in
the Project area outside park boundaries occurs at a
rate of 10.0 per cent annually. This is higher than
the national rate of 7.3 per cent reported for year
1933 (Sader and Joyce 1988), reflecting the particular
social and institutional problems of maintaining
forest cover on private lands and forest reserves in
the Project area.

- With respect to forest cover within the national parks,
current deforestation is negligible. Without FORESTA,
it is assumed that deforestation in the parks would
occur at a rate of 3.0 per cent annually, beginning in

o, Year %, due to encroachment pressures. The premise is

- that, without FORESTA, existing protection measures

will be insufficient to head off illegal occupancy and

s land clearing. However, this clearing would take place

at a rate which is considerably less than on

surrounding private lands and forest reserves.

- FORESTA’s influence on forest protection extends beyond
the geographical limits of the Project area. A major
objective is to create and implement an organization
and strategy to more closely control forest cutting in
all of Costa Rica (PID, pp. 14-15; PIO/T, pp. 12-13).
To the extent that this succeeds, the figures in Table
1 underestimate protected forest at a national level.

: This is an important positive externality, but no
attempt is made to include it in the economic analysis.

3.1.5 Intangible Benefits

The communities in the Project area will receive information
and assistance to improve their self-reliance and their
understanding of conservation management. It is anticipated that
many individuals will be employed in the protection and
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manadement of the national parks and forest reserves., Others
wil) receive edvcation and training in improvement of land use,
logging guidelines, forast management, and forest industries.
The benefits of self-reliance, understanding of conservation
manhagement, and educstion and training are regarded as
intangibles not amenable to measurement.

Another group of immeasurable benefits is closely co-
produced with reduced deforestation. The analysis can attempt to
rlace an economic value on reduced deforestation through
anticipating resulting rositive impacts on water flow, reduced
costs of infrastructure maintenance, and the like (see 3.2.3).
Yet this does not capture truly elusive benefits related to
maintenance of wildlife habita%t, protection of biodiversity,
contribution of forests to climate, and protection of existence
values (i.e. psychological benefits accruing to persons both
inside and outside Costa Rica who believe that tropical forests
should exist). In theory, exercises in contingent valuation
(e.g.. questionnaires on willingness to pay or amount toc be
compensated) attempt to quantitatively assess some of these
values. However, theory is well ahead of practice, and for

) present purposes this class of benefits will be considered
intangible.

3.2 Unjt VYalues of Mcasurable OQutputs

Table 2 presents the estimated financial and economic unit

values of the Project’'s measJdrable outpute. Brief explanations
follow:

3.2.1 Recreational, Educational, and Scientific {RES)
Services

In the conventional travel cost framework, the financial
unit value of RES services is measured by direct expenditures per
vigsitor-day. Rojas (1888) estimated expenditures of $32 per day
for nature-oriented tourists, and $27 per day for students and
researchers (at La Selva Biological Station). The first
estimate is bias»d downward because it does not eccount for tour .
packages sold outside of Costa Rica, even though these packages
are used to buy goods and services in the c¢ountry. Laarman and
Perdue (1987) estimated that former OTS participants spend $48
daily while in Costa Rica on return trips. For foreign visitors
to Monteverde Reserve and Pous National Park, Rovinski (1888)
estimated mean expenditures of $81 per day. Rovinski’s estimates
foell to $49 per day if airfare is excluded. Prices for one-day
nature tours conducted by private tour operators are




epproximately $60 per person (normally not including overnight
lodging, dinner, or breakfast),

The mean expenditure per visitor-day reflects the mix of
visitors (e.g. low-budget students vs. high-income travelers), as
well as the number of Costa Ricans in relation to the number of
foreigners. It also reflects methods to account for spending
leackages abroad, methods to allocate airfare between Costa Rica
and the visitor’s home country, and a number of other difficult
measurement issues, The present analysis assumes a financial

unit value of $45 per visitor-day for foreigners, and 800 colones
(about $10) per visitor-day for Costa Ricans.

The economic unit value exceeds the financiel v iue by the
amount of consumers’ surplus, i.e. the willingness to pay for the
visit above the price actually incurred. Estimation of
consumers’ surplus requires knowledge of the elasticity of
demand, as could be obtained through the construction of travel
cost models. Nothing like this exists for Costa Rica. He~~ it
is assumed that the demand for RES visits in Costa Rica is
moderately elastic (i.e. responds to the expense of travel, but
not as a prinary determinant). 1If the elasticity of demand is -
1.0, then the economic conversion factor is 1.5. This results in
economic values of $G67 and $15 per visitor-day for foreiganers and
Costa Ricans, respectively. These figures are to be regarded as

indicative of likely magnitudes rather than as empirica)
estimates.

3.2.2 Sales of Timber and Wood Products

The outputs of FORESTA’'s components on farm forestry and
forest management are standing timber and processed wood, mainly
sawnwood. The financial unit values of standing timber (i.e.
stunpage) and processed wood are their sales prices. Prices very
with species, sizes and other quality factors, transport
distances, quantities sold, and other market determinants. The

present framework simplifies by assuming regional averages, even
though considerably more detail would be desirable.

The price analysis by BID (1987, Annex VI-4) observed
stumpage prices of $6.00 to $8.50 per cubic meter for laurel,
pochote, pine, and cypress. This was considerably less than the
calculated residual value of $18 per cubic meter when subtracting
production costs from timber selling price. For present purposes,
the market price is more relevant than the calculated residual
value. This analysis assumes that standing trees produced
through agroforestry and other farm forestry will have an average
market stumpage price (or on-farm consumpticn value) of $5.00 per
cutic meter. The figure reflects the high proportion of farm
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trees thet will be used for fuel, posts and poles. and other
relatively low-value products.

The finencial unit value of 3awnwood to be produced by the
forest cooperative(s) is from Nelson (1988), who assumed that the
estimated blend of roughsawn and planed sawnwood from portable
sawnills will sell at $118 per cubic meter. This compares with a
range of $154-201 per cubic meter in the estimates by BID (1987)
for sawnwood from fixed installatioris. Here it it assumed that
the financial unit value of savnwcod from the technically
upgraded sawmills (i.e. using FORES"A credit and technical

agsistance) is 8220, slightly above the upper bounds of the
current price rangde.

The economic unit values of standing timber and sawnwood are
given by the import prices (c.i.f.) of logs and sawnwood,
respectively, adjusted for transpoi* costs within Costa Rica.

The objective is to estimate "horder prices" for FORESTA’s logs
and sawnwood regarded as import substitutes (Gregersen and
Contreras 1973, p. 87). Despite Costa Rica’s increasing shortage
of commercial timber, the country’s prices for timber and wocd
products continue to be relatively low in relation to prices of
imports. In calculations by BID (1987, Annex VI-4), economic
values uxceeded financial values by factors of 1.468 for sawnwood
and 2.95-3.68 for stumpage. Tbhe present analysis assumes
conversion factors of 1.5 for sawnwood and 3.3 for scumpage.

3.2.3 Reduced Deforestation

The economic value of reducing deforestation preszents severe
challenges for both conceptualization and measurement. A
principal source of benefits in maintaining forest cover in the
Cordillera Central is the control of water flow, both for
coumunity use and for flood prevention and mitigation. Among the
asset values at ri sk as forests are cleared or severely aitered
are the banana plantations and other agricultural enterprises of
the Atlantic lowlands; water supplies of communities in and
around Heredia on the south slopes of Voledn Barva, as well as
acquifer recharge zones on Barva for water supplied to San Jcsé
(Losilla et al. 1987); water flows from the catchments of Poas,
Barva, Irazi, and Turrialba to hydroelectric plants; aquifers $=
the Guécimo-Pccoci{ protection zone; and the new highway betweon
San José and Guariles (Route 32). The towns of Pocoro, Guécimo,
Guapiles, and Puerto Viejo de Sarapiqui{ are particularly
susceptible to destructive floods (CCT 1882, p. 108).

In Costa Rica, watershed deterioration as a result of
deforestation is occurring above virtually every hydroelectric




plant.  Cnse examples are Arennl end Cachi. At Cachi, lost
revenue o5 a result of sedimentation is projected to be $133 to
$274 million (Leunsrd 1987, p. 135H).

Analytical work is needed to quantify a probabilistic damage
function, with and without the TORESTA Prcject, for each of the
assets at risk because of landslides, floods, and reduced
supplies of potable water. FORESTA’s contribution is then
measured in terms of losses avoided (i.e. lessened repair,
maintenance, and replacement). A second category of benefits is
reduction of alternative costs (e.g. for new investments to
supply drinking water to communities). Presently, very little is
known about the damage functions, the inventory of assets
exposed to risk, or mitigative measures and costs.

In the absence of this information, the present analysis
makes the zimplified assumption that each hectare not deforested
has an economic value for watershed protection (i.e. not
including other service and asesthetic functions) of $20 per
hectare per year. This is for illustrative purposes, and does
not purport to be an estimate. The economics of FORESTA’s
contribution to watershed protection should be one of USAID/Costa

Rica’s highest priorities if further work is needed on Project
viability.

3.3 Project Costs

Table 3 presents FORESTA's financial budget, with value
flows disaggregated by Project component. The Project budget is
tentative at the time of this analysis. Estimates are based
largely on the PID. Timing of exrenditures takes into account an
early version of the FORESTA implementation plan. As budget

details become clearer, the financial and economic analyses will
need to be re~examined.

3.3.1 Financial Budget

Table 3 indicates a total financial input of $37.2 million,
Years 1-20, not including contingency or inflation. Most of this
($29 4 nillion) will be generated by the Central Cordillera Trust
Fund. A substantial proportion of these earnings are realized
after the end of FORESTA’s disbursement period (i.e. during Years
8-20). Here it is assumed that earnings from the trust fund are
not available until Year 3. If annual financial yields on the
Trust Fund are 20 per cent (nominal terms), then approximately
$8.1 million (excluding contingency and inflation) will be needed
to capitalize it. An amount of $7.8 million (execluding
contingency and inflation) finances project administration,




start-up costs, infrastructure, technical assistance, other non-
recurring couts, and recurring costs during Years 1-2.

3.3.2 Econumic Conversion Factors

The social unit values of inputs to FORESTA differ from
their financial prices by ignoring taxes and transfer payments,
and by adjusting for price distortions caused by government.
intervention. Prices of imports, exports, agricultural products,
petroleum products, and electricity are controlled or manipulated
by GOCR (Briceno and Wong 1987; Quiros et al. 1987). However,
few of FORESTA’s important inputs fall into these categories.

The major inputs to FORESTA are foreign exchange, forested land,
a wide variety of labor and profesuional services, and
infrastructure and construction.

a) Foreign Exchange '

Due to policies which overvalued the colon,
for.ign exchange carried a shadow price ranging between
1.04-1.18 in the 19708 (Pucci 1979; Banco Central
1980). Costa Rica’'s economic collapse of the early
1980s was accompanied by an acute shortage of hard
currency and a surge in the parallel market for
dollars, although conditions during that brief period
were abnormal. The current shadow price on dollars is
low, as suggested by the small volume and low price of
dollars in thie parallel market. The margin between the
paralle]l market and the official exchange rate has
remained narrow and fairly stable in recent years (L.D.
Molina, pers. com.). In light of Costa Rica's
continuing large trade deficits, this departs from
expectations. Various explanations (none of which is
entirely satisfactory alone) include unrecorded inflows
of dollars from drug traffic, large inflows of dollars
from foreign assistance, and continuing expansion of
Costa Rica’s foreign credits.

The present economic analysis assigns foreign
exchange a conversion factor of 1.1, even though the
margin in the parallel market currently is three
colones (i.e. roughly 4 per cent. or a factor of 1.04).
It is assumed ¢that GOCR will continue with mini-
devaluations and other corrective measures, but that
dollars will become substantially scarcer in the near

future due to strong devaluation pressures over the
next several years.




b) Forested lLond

The tshadow price of forested land, such as that to be
ocquired by FORESTA for addition to Costa Rica’s national
parkes, is not easily estimated. The appropriate economie
value is the highest discounted net income that would have
bren oblained from the land in the absence of the Project
(Gragersen and Contreras 1979, p. 95). Forested land
suitable only for forest cover, when converted for cattle
grazing and other unsustainable uses, produces negative net
returns (Tousi 1988). This suggests that purchase of fragile
lends while still under forest cover has a nedative shadow
price, i.e. that their economic price is less than zero.

The actual situation is far more complex than a
straightforward estimation of alternative returns.
Complications arise from speculation value, initial
cash generation (even if net income later turns
negative), GOCR agricultural subsidies, noneconomic
motivations for owning land, social costs if current
residents have to be relocated, and other institutional
factors. Moreover, many of the properties to be

purchased have genuine alternative uses in perennial
crops or cattle raising.

Without further study, the present analysis
applies an economic conversion factor of 0.5 for
forested land to be acquired for expansion of the
national parks. The opportunity costs of different
forested tracts in the Project area merit considerably
more attention than is possible within this exercise.
One approach is to estimate land shadow prices from
Costa Rica’s system of land capability classes (CCT
1985) in combination with the inventory of parcels to
be purchased. The factor used here is little more than

an illustration until this or other empirical studies
can be nuade.

c) Labor and Professional Services

FORESTA demands a wide range of services. varying from
specialized technical assistance to manual labor. Salaries
and wages differ from opprortunity costs (in terms of
foregone national output) if labor legislation obligates
rayment higher than productivity. In Costa Rica, labor
markets have been relatively «pen and unconstrained, despite
the social welfare tradition of GOCR policies. Open

unemployment does not rise above 10 per cent, and labor
mobility is high.




Based on data of several years ago, the Central
Bunk (1980) obiserved no evidence of vage or salary
distortions in the labor market. The same conclusion
was derived by Pucei (1678), who found the only
distortion to be relatively high employers’costs for
enployees’ social benefits (“cargas sociales™),
Currently, payment of social benefits increases
employers’ costs by about 39 per cent (L.D. Molina,
personal communication). Because texes for gsocial
benefits are a transfer payment, they should be omitted
from the economic cost of labor and services.

The present analysis assumes a conversion factor
of 0.7 for FORESTA’s local costs of Project activities
wt ich are heavily labor-intensive or service-oriented.
For services such as technical assistance provided by
foreigners, the shadow price is the conversion factor
for foreidn exchange. No adjustment is made for
Project elements which contain embodied labor, but
which themselves are not labor (e.g. construction).
These are treated separately (see dbelow).

d) Infrastructure and Construction

A conversion factor of 0.9 is adopted, applying
estimates from several years ago (Banco Central 1980).

Infrastructure and construction comprise a relatively
modest part of FORESTA’s budget. A more current
estimate is desirable but ncc critical.

3.3.3 Implicit Costs of Complementary Inputs

The production of goods and services through FORESTA
requires inputs in addition to those purchased directly with
Project funds. The production and consumption of RES services
depends on a large base of public and private investment already
in place. Sawmill improvement likewise builds on a base of
existing investment. Production of farm trces depends on land,
labor, and services not totally paid for by FCRESTA. The
rortable sawmills to be operated by the forest cooperative(s)
will likely use roads, land, timber, and labor not fully
compensated by the Project. In each case, Project worth is
overestimated if allowance is not made for the implicit costs of
these complementary inputs. Iuplicit costs, as a percentage of
direct Project costs, are assumed as follows: 10 per cent for
project administration, and 30 per cent for each of national
parks, farm forestry, and forest management.
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3.4 Project Horth

Spreadsheels for the finencial and ecoriomic analyses
incorporate the preceding assumptions and estimates to compute
measures of NPV and IRR. Results are presented in the “Base

Case” nf Table 4 (and in ayperded spreadsheets). Three primary
conclusions are:

1) net benefits are substantial for both
financial and economic analyses;

2) net benefits are considerably greater for
economic than for financial analysis; and

3) inclusion of indirect benefits of reduced
deforestation is not required for Project
Justification.

To the extent that the assumptions and estimates for the

"Base Cace” are valid, FORESTA apprears to be highly attractive
from financial and economic perspectives.

3.5 Sensitivity Acalysis

The sensitivity of NPV and IRR to changed assumptions is
shownt in Table 4. In none of the tests does economic NPV become
negative. However, financial NPV becomes negative when
shortening the Project time horizon to 10 years (from 20 years in
the base case). Financial NPV also turns negative when RES
services are valued at only 50 per cent of expenditures assumed
in the base case ($10 and $45 per visitor-day for Costa Ricans
and foreigners, respectively, in the base case). Finally,
financial NPV is unacceptable for various combinations of
shortened time horizon plus delayed bena2fits (Test #8), shortened
time horizon plus increased costs (Test #9), and decreased
outputs from forest management plus decreased value of RES
services (Test #10). In isolation, the effect of reduced output

in the forest management component (Test #6) has little impact on
overall Project viability.

3.6 Summary apd Conclusions

In view of incomplete informatiocn and many untested
assumptions, financial and economic estimates are preliminary.
They t=ntatively indicate that FORESTA has a high payoff for




Cout.s Rican. Becususe most benefits in the current model arise
from visitation to the national parkes and other wildlands,
further exploration of Project worth should concentrate on thot
component as a priority. If careful reappraisal of those
benefits should show them to be substantially lower than
indicated here, then Project viability might be questioned.

Annther focal point of continued analysis should be Project
time horizon, perhaps in relation to a worst-case scenario in
wvhich earnings from the Project trust fund are overtaken by
inflation. That scenario could make it impossible to meet
recurrent costs at the intended level on a perpetual basis,
USAID/Costa Rica and GOCR must assure that this cannot happen

(e.g. by holding a minimum proportion of the endowment in hard
currency).

Within the given framework, the economic argument in favor
of FORESTA can be made without requiring the inclusion of
indirect bvenefits from reduced deforestation. This is a great
advantage from a decision-making viewpoint, since the nominal
value now in the economic model ($20 per ha. per year) is purely
illustrative, Analysis of forest protection values, especially
regarding water flow and maintenance of soil cover, will be
particularly critical if later estimates of RES services leed to
downward adjustments in the Project’s NPV and IRR. 1In light of
protection values and intangibles not recognized in the formal

analysis, the measures of Project worth contained in this report
are decidedly conservative.

RECOMMENDATIONS

Budget categories and estimates, preliminary at the
time of this analysis, need to be refined and verified.

Budget estimates should be tightly linked with the
Project implementation plan, which in turn must be

tightly linked with estimated quantities of expected
outputs,

Shadow prices of Project inputs and outputs require a
rigorous evaluation. The subjectively most important
shadow prices are for forested land, professional
services (e.g. technical assistance;, extension
services, etc.), visitor-days in thz national parks and
wildlands, and stumpage and sawnwood.




Conceptual and measurement bases for valuing visitation
to the national purks and other wildlands tust be

carefully critiqued, perhaps by different analysts
working independently of euach other.

USAID/Costa Rica and GOCR should initiate analytical
models assessing benefits and costs of reduced
deforestation in the Project area, with emphasis on
water and watersheds. The analysis will prove critical
for decisionmaking if subsequent estimates reduce
FORESTA’s net benefits in other categories (e.g. see
4.3 above).

FORESTA's viability will be affected by possible debt
swap to anquire land, financial performance of the
Central Cordillera Trust Fund, and interrelationships
with natural resources Projects being proposed or
studied by BID. The financial and economic
significance of these factors for FORESTA is not easily
incorporated in a spreadsheet or other model. Yet a
number of contingencies could alter Project economics
dramatically. This sugdests a periodic reassessment of

Project worth as the critical contextual factors are
bett.er understood.




- T Ge

ANNEX 1
[} 8.
| ey BT Page 1/3
e TIown;
Discount eqte 3 L
Moty Yoo v N
iakhad - -t - - 319 »-
B B W M Wd WS ma Wl oy we wg e Wy W WU mar e war e 0wt A ®
NSRS U
WS, Raenlty
. ':.:;;:“ “atlorgere (A (N} uw.e N a.e "X ) "ne wr.e 139.9 1709 N XU X 1.0 1e0 m.: l"':.: l:;: .‘:0. 1:]:: ‘x’x;:
frouyers "Iter-gers (X} S.? "ne 19.0 ».e L X »?I e 7.0 il X Iy 0.9 150.9 e, : ..
-s T
8. frs Soantrs o} stosssse e 1.0 ».0 oe o0 ne ne = n.e ne r.e n.e N
C. Fores® Renapensst LR 3.8 Le
Sorzaiees Nield o3 sovmwont DR 2.4 4.0 4 (B X 1.6 2.0 2.9 .. P S R . .3 ol .. bl
Sowas], (V00200mge o5 somennd 0 0. [ %] Le [XY Le Le (WY Le 1% )
). Sotced Petoreett » o
Issioe *or2s * (Y] .0 (N} (X} [ X ] (B ] :° 3.0 .2 (Y 7.3 [N A X ] '1" n.: 13.8 l;:’ .::' u‘!l t:-_ :
s Purts . X ') ¥} .2 %] 1.3 12 L2 “l X ] 13 a2 . %2 r &3 -3 -
TS, 9e5S ’
& 0FS Servizes o o M9 B UTLY UBE e D0 AL [N P N e D M VD d::: d'u‘:: ::'.: l:: "
¢ hos w w.e GO MO Whe M 0 wes 0D W0 LN T8 Md M0 WS s s I’U-: 'l:n.! e T e
fonpes ] a.e S0 IBmE M B NS s A N s RNS TN TNS one W9 uUNS NN . X . .
- - .
8. Fare Seroet s [ 3.0 (X (X (X (X} (X} t X Be M WS W Mo My Mo TS me PP M s T T
b '
€. forot Seaqemnt - de W3 MNe Iee MEE s BN WS Whe ane I s s e W et D 30 e
Sastaraed *i0ld e 11 N X T Wl Ko 1ne L X ] N2 e M N WM s me Wao ”;_: [X ] l:l h; ] 0:D ¢
Sown )t £ hrcaence = b, X 0.0 IME M9 T AL W B WM Me Bl X 2 X ] (X (X .
’ 'Y}
b Bttt iventatio " [ X) (X e 00 (2] (X] (X ] (1] (X ] [X] U B X [X ] (X) [X] [ X [N (X [ 8
isg10e Opr0e ne (24
Bttt Porde » (X
€. teal Satve - e e me sdens RS moLe WL e ARG WS MG TL WS W26 WS PR TRE T e e
. o »
L etiol Py Lo 0 W W Mee WS wes wes WM I IMe W e XV I 2 I m e ::_: !;-.
Nesasonset #1amy " we B0 80 0 0D P I Y I T Y Y S Y SR VR X B )
tetal Cost ne .0 "X
Fmeips °rchange (] w.e X}
Vot Boundarron Lo e e e e 0d TR T IR SR T TR T TN X R Y RN X B AL YT Y R N
istel Cont ne 13.9 (}X ) in.e
fre:e Ooagp [ ]
Lo Kmstin " b TVCR X B X R X ) (X (X (X 'X] X 0. s 00 (X} (X e () (X] s e (X
ixe: Sost " P TR X T X X
S oion Lirhongs -
Prs Psixiion e M W w9 M NG S0 e M el QU0 e s 6 Juo we e e :: ;:
e, (oot e W9 W M g NP M el A IR er e Jug v e e M A0 mep O
. - * .
N - i \
N R S NG .. R ‘- 1 , VS 3 x,
Z L4 Y | ¢ ~2 - . S

wr
’
A



ANNEX 1 1
Page 2/3 ’
WS W mE W) "2 w3 L 2] .3 L 21 ) -y W W W Ml WY s Wmet My, BT W >
POviangs [ 1]
s Lithonee e %.0 b X}
nuty leolssstiioe (] b NS N S N ne n.e ne " ©.e [ A = ", e [ &) ne e [ " L0 - LA
Lol Coe* " 1.0 m.e 10.¢ ne .4/ w.e "“e ©e ©e " ©ey £ e ©.r ©.. [ AL ©e " »e e
Foreios Lithonge [ ;1] w.e ¢ 1.0
Uosrramsentel (o, (1] n.¢ .0 ne ne " X] v o (X] (X [X] [ X 2 X (X (X} X (X} [ (2] ’e e
wse: (ot is B.e ne Bt ne b X ».0 M
fornp fsrange ] .0 9.0 ».¢ ».0 .. «.¢ ",
0. Forp Froeur/ . e Mm.e WX 0 w0 0.0 LX) ne.¢ .y Mot e o ne.¢ o X .0 »e.¢ e ®? s A X
Baser vy &g L 1} YR R WL N . X ] 1.0 1.6 Pe.s 180 108 30 1.0 1P N0 e NP 1M s Wl WS
RG] " BE 1M M e M) 1900 (9.0 1309 1900 1509 109 N0 M0 188 100 N0 100 N2 N 9P
§ reton Ligt o [, ] ae o n.e - X J
Conaerve ion e = " D00 INP INS DN BS  BeS NED NS NOP N0 NP NOF IND MNP 0 IO s e we NI
el Je " e 20 W0 WP 08 X0 N0 N0 NeS 200 DOP N8 M0 200 Nep N0 s s (Hs  ed
fone fe ~ " ».0 0.0 .0 N0
7070 Aengqeers. e [ W 2NN Y WO RN} WAt W N - Y] 0.0 1M IN.e 1. M0 1900 190 190 1.0 10 109 1M ¥r X D9 ;
el Tt 5 1.9 1.0 9.9 n.¢ 1.0 190.9 9.0 1.0 13.9 1%.0 139.0 100 1.0 1.0 1%.9 3.9 1302 159.0 1%.0 .0
Sooni0n Erchonge L1 a.e N ] n.e ne
e e e M0 M MO0 M.E e M 300 M0 NS NS 200 200 NS0 N0 e 1ep Nep s s DS
tecss Cont e M 200 0 2000 XN N0 M) X0 NS M0 3R N IS M0 N0 NP e Nt s N
fereron Lxchonge " wWe Wb Wd wee
1 C. formet Banageneel »m MO O LS N W W MG WS WP W M0 N WP NE W W Mg W W) Wb
] Pratection [ ] 190 P00 D0 N0 A0 N9 NS 0 NN e NP N0 N0 009 NP e Jms e wb  2eb
s Con* " WS 200 M0 N0 M0 208 DS M0 NP NS 200 N0 N0 M0 N0 M e W W Wb
N Sorergn [schonge [ ] ».. .0 3.9
(7} Logeie buigulions " .0 " [ X) 2.0 ».9 2.0 b X 2.0 ».¢ 2.0 b X X b X 0.0 »e b X b N ] ».0 . >0
tecal Lot [ 1.0 0.0 b A 2.0 a0 N.0 8.0 ».0 20 b} ] o 20 N0 ».¢ N.¢ b X4 r- A b X 2.0 ».e
! Sraim Lxroner " we B e
! Rosoweat Goi6eliane (2] o.r n.e ™.’ b X ] »e e .0 .0 we.e 0.0 3.0 M0 3e.0 ne.r 2000 p_ X e e pL A 4 b A d
Usce: Cont " ne A .0 “.¢ . .0 .0 w.e ws “w.s wy wi w. .. w.r we “r " “ws “.e
foroiom (schesge (4] .0 t A 0.0 »e.r ».0 W ».0 ».r We.¢ w0 N w0 Yoo .0 ) X . e & I >0 .
Foront Zosseratyoe (] . e, ».9 N 2.0 N0 NS ».¢ ».¢ ».0 »e 2 2.0 b N ».0 0.0 ne 0.8 >.e >0
+0¢a) Cont ] w.0 0.0 ».0 2.0 b B » »t b X ] N.¢ N0 e N0 b X ] 2.0 .. Q0 we 0 .0 p. X
feenigr icvanse " .0 o’ .9
Lo lonare e " L X ] .0 [ X ] [ X (X ) .’ 0.0 (X .“r (X ] " (X} (X ] [ X ] [ X} we (X} [ A (A ]
Leses Sast "o (X ] o
frnes brcdonge e 3.0 a.e
Foron: jaometrs (] ML 00 T30 1700 N0 -l N R e .0 .0 N0 20 b X4 2.0 2.0 b. X » b X KN ] >
Laca) Lowe e n.e t X ».0 2.0 »e b X .0 2.0 b X »¢ 2.0 20 x> ».0 ».0 .0 b Y] Y] .0 ».0
fone [xhege e W Mt NP PN M s % e
5 Prowect Adneeistretien [ ne N 0 e W e W [ ¥ ] [ ) [ 3] [ X 2 X (X] [ X [ X 0.0 [ X] (X (X (X))
Lecal vt 1] 4
Feroren (xctnee [ n.e .0 .. 9.0 we.e N0 WD
€. Tated Zots e U I DD 00 0 MNE NS LD N NS S0 R0 WD LD Wl W L e uee Ul
JRICIT COET OF (CBMLETART SRS W .Y Nl WML W92 I e MY gt Y Y WD NI W WY wt W o« [PORT " ~ % S - X4 }
Setisnl Pery " M ) ML N2 WA e’ WS WY WS MY W ®ms  wme W st e - - wc wr!
Iwe foomtrs w MO B BLE ALe DRE NS N0 B0 NS S 3108 AP 100 08 e 1S Zime a9 TP
! foront Ressssuent ” . B3 M v R e 18 10 R0 108 e e.p M9 eg 1.0 1 1.0 . ~p e IS
Poorzt Saesistration e 2y ne Q. ne "] »e X 'Y 1) (X} (Y B Y 2.0 'Y} 'Y} (Y] re s (Y] e

5




iy it e -}

rosme; 38

401 ek A
Stiyal Porky
foe fmrmtoe
foet Renmsert
Pre.x: Memistrslio
00020 Prasxt Boogials

ntzed M'wntilie
Tal Prewmt
o O WLt NN

hrstt
hunt ¢ Mowtitin

s, Mg 9 NN
Premt
St * niwwtstin

-1982.0
BIHN
B, %)
-in.3
~3138.0

1.1
2.0
8.2
~hs.9
nn.?

0.1
RO
4%.?
%

«3790.3
0.

[ A ]
e
-0
X |
-0




FOI'A - fconmmit Sralviy

[ % 1]
hes oo ” 5
t . e s D

PTLER DA U S S ] w3 -3
o (Mnie
ey
[ S
a, K3 Sevenein
Chem nuledn
foneers nute e

5. Foe formtne o3 stwssege

€. frront Rmeseer’
Suatosast Si0t6 o3 sommed
Soum )} (sigrence o) asmueed

5. Gt onttin
jos st Pots
Stazte Perds

t & 4

[y L4
& B3 rones
€. Ge
fotgpens

b foe forestse

€. Sovost Susapment
Surtaned *nele
Somss 1) (Hiscromce

5. Ntcet M ermatie
Josite Pooy
hiside ‘wos

$ 2T 233 ¢ £38

€. totsl Selew

Lod amniisur
el Com
v fsedsyr

v lntntee
e ot

ghgoaeI3gRLy




“ aseesemmeers

N SuEieEl % W e8] “ . oo
™ R
P

Ly ne N . LA

. Ber WM ‘.t

T W 1) : W

T Y Y 'Y

ns L1

[} "y . .0

L ne ne “we

w. "o’
[T B & ] . w.e
e wme . we
P X .4 (X
[N X : . o
“es  pes 1o o
e (&
(- A B P X 2 .
e A9 we.e
rs . . (X
X "X ] 3 . we 9
e  Hip . %e.0
Y . (X}

»ly He.d
oo ne ¢
| ¥ ] 3 we »
3 \ (B4
e . e
"9 . Y
"e . (34
»se me
e

19.0

n.e

ne

(X ]

(X4

[X]

0.0

«..

»r

e

o X ]
et L "
tong Lo

L fetal Some

[ VUN- AN R U B
Ratsned Poroe
toe fpm- e
toent Wramuw
Sog o(t Susenents ot s

™Ls

L X}

0 ]
&0

-
e
s
"
[\ )
[ ]
[ )
e
we
[ ]
"
"
[
-
e
M
e
]
-
[__J
(]
e
w
[
we
e
w»
[
e
e
(3 ]
[
[
"
[ ]
e
e
e
-
"
-
-
[ ]
e
e
e
-
we




pit Bl Rl
oy WU
"

[ JRTI RN
.t . . IR A A A
Spolgm: . s . " . H . 2. R [ e "w
frost Areseret M, h 2 * . 3 il re
S g BORIIN NP 1 . ok . ¢ (] [
Boront ¥-3 022 bretats . [ L. [ e 8.2 N .
etast ‘eirney »n ¢ (X
“rsl ™t at (11 NS 4 ]

o P L KRN
Cermet
Lirmt o Sumod e

MR T @ WIS 2
M o
Hemt o Nrmae

1
|
~N
-~
]
i




TAML.E 1. PHYSICAL FLOWS OF MEASUFARLE OUTPUTS
FORESTA FROYECLT
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TABLE 2, UNIT VALUES OF MEASURAERLE OUTFUTS

FOFESTA FROJECT

ergen b _Conpunent

A, National Farls
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Farm Forestry 3
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C. Forest Managetient 3
Sustained Yield tper m sfunumod)
Sawmill Efficiency (per

cawnwedd?
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1Al & 3, FINANCIAL FLOWS OF INFUTS, BY COMFUNENY AND ACT1IVITY

FOFESTA FPOJECT
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TARLE 2. FINANCIAL FLOWS OF INFUTS, kY COMFONENT AND ACTIVITY
FORESTA FROJECT
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TARLE 3., FINANCIAL FLOWS OF INFUTS, Y COMFONENT AND AL11IVIY
\ FORESTA FRUOJECT
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TAME 2, FINANCIAL FLOWS OF INFUTS, HY COMFONENT AND ACTIVITY

FOFELYTA FFOJECT
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TARLE 3. FINANCIAL FLOWS OF INFUTS, HY COMFONENT AND ACTIVINY
FORESTA FFOJECT
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IATHE 2. FINANCIAL FLOWS OF INPUTS, LY COMFONCNT AND ACTIVITY
FORESTA FROJELT
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TABLE 4. FINANCIAL AND ECONOMIC MEASURES OF NET BENEFITS
FORESTA Project
- NPV___ IRR __

Fipancja)l _ Economic Financial Ecouomic
--{million US$)-- --(90)--

.Base Case

Direct Benefits 8. 57. 34

.Time horizon in 10yrs. -3. 13.
Direct Benefits -3. 13.
Direct & Deforestation

25
26

6

Direct & Deforestation 6. 59.9 35
1
7

.Benefit streams
delayed by 2 yrs.
Direct Benefits
Direct & Deforestation

.Implicit costs

double base case
Direct Benefits
Direct & Deforestation

.Al11 costs 20X higher
than base case

Direct Benefits
Direct & Defourestation

.Output in forest
management 50%

base case

Direct Benefits
Direct & Deforestation

.RES services valued at
50X base case

Direct Benefits
Direct & Deforestation

.Combination 2 + 3
Direct Benefits
Direct & Deforestation

Combination 2 + 4
Direct Benefits
Direct & Deforestation

10.Combination 5 + 6

Direct Benefits
Direct &
Deforestation
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I'ELEIVED
03 ABR. 1389

REPUBLICA DE COSTA RICA
/‘ﬂ/l/lflr (A -‘%rvf’rl . /{({/Ilfn (A 27 d(‘ marzo d.ﬂ .1
ff;n'y/'n ra Hinas _bM= 170 89

0.

.A/, v 4 s - //:n

Sefor

Carl H. Leon Li
Director QTI
Misién AID en ohca
S. 0.

u
Estimado sefior Director:

Mediante 1la presente, permi tame extenderle un saludo
cordial, a la vez que sefialar a usted la satisfacciédn de este
Ministerio, ante la culminacidén de los trabajos realizados por
profesionnles de esa Misidédn y nuertros, en el estudio de
factibilidad <del proyecto que hemos acordado en denominar
FORESTA, tendiente a lograr un manejo sostenible de la Conrdillera
VolcAnica Central, una de las Areas de mayor riqueza ecoldgica de
nuestro pals

Esle proyecto, por su concepcién y por su forma, se
convertird, en c¢aso de poder concretarse, en el modelo
sintetizador de las politicas de este Ministerio expuestas en el
Plan de Trabajo del Ministerio y en 1los documentos de nuestra
Estrategin Nacional de Conservacidn para el Desarrollo
Sostenible. El proyecto es un ejemplo en cuanto al manejo de
recursos naturales, modelo que esperamos aplicar en otros
"megapnarques” del pals.

Es deseo del Ministerio pasar con prontitud a 1la etapa de
ejecucidn, para lo cual solicita la colaboracidn de la Misidn, la
cual usted representa en cuanto a asistencia financiera y savwoyo
técnico. Quiero, iguamlmente, dejar claro que la responsabilidad
principal en la ejecucidn del mismo, es de este Ministerio.

Esperando que el trabajo comdn sea tan gratificante para
ambos como hasta la fecha y guardando la pronta formalizacibn del
inicio del proyecto, le saluda,

Atentamente,

Lilliana M.
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$C(2) - PROJECT CHECKLIST

Listed below are statutory criteria sppifcadle
to ptojects. This section is 4ivided {ato two
parts. Part A includes criteria applicadle to
all ptojects. Part B applies to projects funded
fron specific soutces only: B(1) applies to a)}
ptojects funded with Development Assistance;
B(2) applies to projects funded with Developnent

Arsistance loans; and B()) aspplies to projects
funded from ESF,

CROSS REFERENCES: 1S COUNTRY CHECKLIST UP TO
DATE? HAS STANDARD 1TEM
CHECYLIST BEEN REVIEWED FOR
TH1S PROJECT?

A. GENIRAL CE)TERIA FOR PROJECT

[
-

FY 1969 Azoropriations Act Sec, 923: FAA
Sec. _¢€3¢3. 1f money is sought to
obligated for an activity not previously
justified to Congress, oz fcr an amount
in excess of arount ptreviously justified
to Cengress, has Congress been properly
notified?

2. FRA_Seq. 611(0)()). Prior to an
obligation in excess of $%00,000, will
there de (3) engineecring, financial or
othe: plans necessaty to carty out the
assistance. and (b) a reasonatly firm
estimate of the cost to the U.S. of the
assistance?

3. FAA Sec. 611(0 « 1f legislative
action {s teqQuized within zecipient
countzy, what is the basis for a
reasonable expectation that such sction
will be completed in time to permit
orderly accomplishment of :h¢ purpose of
the assistance?

ANNEX D

-

A Congressional
rotification has been
issued.

Financial Plans are

included in the Project
Paper. A reasonably fir:
estimate of costs has L.e:
made.

No legiclative action
is required.




FAA Sec, 811(t); FY _1989% Appropriations Construction activities

Ast _Sec, %01, 1f project is for water Of are not "water-related
vater-trelated Jand tesovutce construction, land resource construction®,
have benefits and costs been conputed to

the extent practicadble §n accordance with

the principles, standards, and procedures

established pursvant to the Water

Resoutces Planning Act (42 U.$.C, 1962,

et $€9.)? (See A.1.D. Handbook 3 fot

guidelines.)

EAA Sec. 61)1(e). 1If project s capital
assistance (e.g., construction), and

total U.3. sssistance for §t will exceed
$1 million, has Mission Director
certified and Regional Assistant
Adninistrator taken into consideration
the courntiy's capadbility to maintain and
utilize the project effectively?

FAA Sec.-209. 1Is project susceptidble to
execution as park of fegianal or.
A0 e92inpTOfoat? “sitr 80, sWwhy~4y,
ptoject ‘not so executed? I1Information and
conclusion whether assistance will
encourage teqgional developrernt prograns.

ec . Information and
ccrnclusions on whether projects will The Project will directly
encourage efforts of the country to: foster private participa-
(a) inctease the flow of international tion in national park
tracde; (b) foster private initiative and ™anagement and improve
cerpetition: (c) encourage developnent the technical efficiency
and use of cooperatives, credit unions, of the local wood
and savings and loan associations; processing industry.
(8) discoutage monopolistic practices:
(e) irprove technical efficiency of
fndustry, agricultute and corretce; and
(f) stzengthen free labdboz unlons.

EAA Sec. 601(Dh). Information and
conclusions on how project will encourage

U.S. private tzade and investzment adroad
and encoutage private U.S8. pacticipation
in toreign assistance progroams (incluvding
use of private trade chanaels and the
sezvices of U.8. private enterprise).




FAA Secs, 612(%), 636(h). Desciibe gsteps Host country contributions
taken to sssute that, to the maxinum to the Project will total
extent possible, the country {s approximately $13 million
conteiduting local curtenclies to meet the in LC.

cost of contractual and other setvices,

and forelgn currencies owned dby the U.S.

are utilized {n lieu of dollats.

. FAA Sec. 612(4). Does the U.$. own
excess foreign currency of the country
and, §it so, what scrrangezents have been
zade for its release”

. £Y_1989 Appropriations Act Sec. $21. It  Commodity production for
sssistance is for the production of any export is not & direct
cormodity fcr export, is the commodity output of the Project.
1ikely to be in sutplus on world rackets
at the time the resulting productive
capacity becornes operative, ané is such
sssistance likely to cauvse substantial
injury ‘to U.S. producers of the sane,
sinjlar ot competing comrodfity? ... 7. .
”e Fompl oo Pard o Mo .:.o‘l_’. Y SR X ndle SN LR KN TR '...;”.

. FY_19¢9 Appropristions Act Sec, 549.

Kill the assistance (except for programs
in Cariddbean Basin Initiative countries
under VU.S. Tariff Schedule "Section 807,"
vhich allows reduced tatriffs on articles
assernbled abroad frorn VU.S.-zale
corponents) be used directly to procutre
feasidility studies, prefeasidility
studies, of project profiles of potential
investrent in, or to assiszt the
establishrnent of facilities specifically
designed for, the ranufactute for export
to the United States or to third country
ratkets in dircct competition with VU.S.
exports, of textiles, apparel, footwear,
handbags, f£lat goods (such as vallets or
coin purses worn on the person), work
gloves or leather weatring appacel?

EA Sec. 119(9)(Q)-(6) & (10). Will the
sssistance (a) support trainiag and
education efforts which improve the
capacity of reciplient countties to
prtevent loss of biological éiversity:
(b) be provided under & long-term
agteenment in which the recipient country
agrees to prtotect ecosystenms orf others

N/A




vildlife hahicats: (c¢) suppott efforts
to §dentify and survey ecosystems in
teciplent counttiet vorthy ot _
.frouctlon: yotr (4) by any direct ot

nditect peans significantly degrade
nationsl patks or sinilar protected aress
ot inttoduce exotic plante or animals
fnto such areas? .

FAA Sec, 12)({d). 1t a Sahel ptoject, has
8 determination been mode that the host
goviinnents Lias an adequate systen fot
accounting for and controlling receipt
and expenditure of project funds (eithes
dollats or local cutrency generated
thetefron)?

. FY_ 1969 Appropriations Act. 1If
asgistance §s to be made to 8 United
States PVO (other than a cooperative

-developrent organization), does it odtain -

at_least 20 percent of fts 0tal annual ..

‘t6hding-don - imetnationad-acoiviting. 2oo!

soutces other than the Unfted States
Government? : -
tions . 1t
assistance is being made availabdle to
PVO., has that orgarization provided upon

timely tequest any document, file, or
tecord necessaty to the suditing

tequirements of A.1.D., and §s the PVO
registered with A.1.D.? .

Yy 1%¢ atiors Act Sec. %14. It
funds ate deing obligated under an
appropriation account 20 wvhich thay vere
not appropriated, has prior approval of
the Appropriations Comnittees ©f Congress

been obdtained?

State Authorjzetjon Sec. 139 (as o
interpreted by conference geport). Has
confitmation of the date of signing bt
the project agrecment, inclvéding the
anount $nvolved, been cadled to State L/T
and A.1.D. LEG withie ¢0 days of ths
sgreement's entry §nto force with respect
to the United States, and has the full
text of the agreement deen pouched to
those same offices? {See Handbook J,
Appendix 6G for agrecments covered by
this provision).

The CUF, which wil! be

& private, non-profit
foundation, will be createc
by the Project. No other
assistance is specifically
designated for a PVO.

N/A

Not required per Handbook
3, Appendix €G; the

ProAg is less than $25
million and is covered by
the general bilateral
agreement.




B. FUKDING CPITERIA FOR PROJECT

1. Develcprent Acsistance Project Criteria

8.

FY 1989 Approprjstions Act Sec, %48
(as Interpreted by conference teport
fot otiginal ensctment). 1t
scsittance is for agricultural
devel:pment activities (specifically,
any testing of breeding feasibdility
study, variety i{mprovenent or
introduction, conguitancy,
pudlicatior, conference, or
training), are such activities (a)
specifically and principally designed
to incresce agticultural exports dy
the host countty to & country other
thian the United States, where the
export would lead to direct
conpetition §o that tnicd “ountey
with expotts of 2 sini)ar comrodity
‘grovp jof, produced .(n’ ahe United .
States, and can the activities .
teatonadly de expected to cause
substantial injury to U.S. exportecs
of & similar agricultural conrnodity;
ot (b) in suppo:t of teseatch that iz
intended priraziiy to benefit V.S,
ptoducers?

FAMA Secs. )02(D), 111, 113, 281(s).
Desctide extent to which activity

vill (a) effectively involve the poot
in developnrent by e>tending access to
econoxy at local level, increasing
lador-intensive production and the
use of appropriate technology,
Sispersing investment from cities to
small towns and tural) areas, and
fnsuring vide participation of the
poor in the denefits of developaent
on a sustained dasis, using
appropriate V.S. institutions;

(b) help develop cooperatives,
especially by technical assistance,
to sssist rural and ucdan poozr to
help themselves tovard a better life,
and othecrwise encoutsge democratic
private and local governnental

The Project will develop
employment oportunities

° for area residents who

are relatively poor. It
will also greatly increas
small farmer participation
in for ‘siry-relsted
production and income
generation.




Institutions: (¢) support the
telf:-Nelp ettotts of developing
countries;: (4) promote the
psrticipation of wonen §n the
nationsl econonies of developing
countties and the isprovenent of
wor:n's status; and (e) utitize and
mcwu?l teglonsl coopetation by
deve oping countries.

EM $ecs, 10), _10JA, 104, 108, 106,
120-2. _FY 1989 Aprropriations_Act

fPeve) o>n - fox Afgica). Does
the ptcject fit the criteris for the

source -{ funds (functionsl sccount)
being veeod?

[AA Sec. 202. 1s emphasis plsced on
use of apjroptiate technolegy
(uh:iycgy sraller, cost-saving,
Jadot-u€ing technolcglies that ste
generally m:st appropriaste.fog the: -
srafl Tarms,‘eshaYl ‘businelses M and "
sxall incomes of the poor)?

FAA Secs. 110, 124(d). Will the
tecipient cout.ity provide at least 2%

petcent of the costs of the progranm,
ptoject, or act.vity with respect to
which the sssistance §is to be¢
futnished (or is the latter
cost-shacring teguitement being vaived
for & *telatively least developed”
country)?

FAA Sec. 120(D). 1ZI the asctivity
atteapts to increase the
irstitutionad capadblilities of private
organfzations o¢ the government of
the countzy. or 4t it attempis to
stisvlate scientific anéd
technological reseatch, bas it bean
designed and will it De ponitozed to
ensute that the ultimate
Seneficlacies acre the poor majority?




9. FAh Sec, 28)ib). Describe extent to Forest protection

vhich ptogtan tecognizes the benefits sveryone and
patticulat needs, desitres, and impt »ve forest vse and
capacities of the people of the managcment provides jo:i:
countty; utilizes the country's and resnutces. Cemur ..
intellectual resoutces Lo encoutage ties will be educated .-
institutional development; and envitonmental educatio
supports civil education and training  and in improved technc-
in skills tequitel Zo0r eftective logy of wood processin:.

participation in governnental
processes essential to
self-governnent,

. h. [y 1989 Appropriations Act Sec. $36.
Ate any of the funds to be used fof

the perfotrance of adortions as o
pethod of fanily planning or to
Rotivate ot coerce any person to
practice adortions?

Ate any of the funds to be used to

Péy for Lhe perfotasner -0 .« = o o-c.
favolbALTY st eRitt¥at Nhsl's’i' Xethot™
of {acily plarning or to coezce of
ptovide any financial §ncentive to

any person to underqgo sterilizations?

No

Ate any of the funds to de used to

pay for any dioredical reseatch which No
telates, in whole ot in pare, to

nethods of, or the performance of,
sbortions ot involuntaty

sterilization as a2 means of family

glanning?
i. FY_1Y82 Appropristijons Act. 1s the
assistance deing made avajiladle to Ko

ary ocganization or program which has
been determined to suppott ot
participate {n the management of &
program of coetcive adortion oz
involuntary steciliszation? .

1f assistance is fron the population
functional account, ate any of the N/A
tunds %0 be made availadle to

voluntaty family planning projects

vhich 80 not offer, either 48itectly

or through referzsl to of information

adout access to, & bdroad range of

farnily planning methods and services?

X
R




FAA Sec. €01fe). Will the project
vtiliie conpetitive selection
ptocelutes for the svarding of
contracts, except where applicabdble
. btocurerment tules sllow otherwise? |

FY )9e9 Approptjations Acg. What
portion of the funds will be
svailadle on! - for sctivities of
econonically #1.8 soclially
disadvantaged enterprises,
historically black colleges and
universities, colleges anéd
universities having & student bdody in
vhich & te than 40 percent of thy
studenty are Hispanic Americans, and
private and voluntaty otganizations
vhich ate controlled Dy individuils
vho ate blazk Amecicans, Hispanic
Aneticans, ot Native Amerfcans, ot
who ate econonically or socizily
disadvantaged (including women)?

o Sevu. P

. .. . . "
P s e’ - Ny v, - NA *al wdam,
1. fg.,?oc. 1) S boes ke dteletaice”

-

corply with the envitonnental
ptocedutres set forth in A.1.D.
Regulation 16? Does the assistance
place o high ptlority on consetvation
and sustalnable Ranagement of
tropical fortests? Specitically, does
the assistance, to the fullest extent
fessidle: (a) stress the importance
of conser~ing and sustainadly
managing vorest tesoutrces;: (b)
suppott activities which offer
enployment and income slternatives to
those who othervise would cause
destruction and loss of forests, and
help countries identify and impleaent
alternatives to colonizing forested
ateas: (c¢) support training
programs, educatisnal efforty, and
the estadlishment or etrengthening of
{nstitutions tn improve fogest
zanagenent; (4) belp end destructive
slssh-and-duzn agriculture by
supporting stadle and productiwvy
tatning practices: (o) help consecve
forests which have not yet beed
deQresded by helping to increase

All procurerent will
be through full and
open compotition.




production on Jands already cleated
ot degteded; (f) censerve forested
watetsheds and tehabiditate those
which have been defotested; (9)
suppott teaining, reseatch, and othet
sctions which 1esd to sustainadble and
pote envitonmentally sound practices
fot tiadber hatvesting, removal, and
processing: (h) support research to
expand knowledge of troplical forests
and {dentify alternatives which will
ptevent fotrest destruction, loss, ot
degradation; (i) conserve biological
diversity in fotest areas by
supporting efforts to {dentity,
estadlish, and maintain o
teptesentative netwotk of protected
tropical fotest ecosysters on o
vorldvide dasis, by wmaking the
.ostadlishment Oof prc.ected areas o
condition of suppery for sctivities
VT x‘:{ ﬁ.;kf og EAL. LAVATANGE, Div s
‘degraddtion, and by helpi{ng ‘to
jdentity tropical forest ecosystems
and specles in need of protection ané
estadlish and maintain apprtopriate
protected areas: ()) seeX to
increase the avareness of V.S.
governzent agenciec and other Jdonors
of the {rrediate and long-terr value
of tropical forests: and (k)/utildize
the tesources and adilities of 211
televant U.S. governrent agencies?

FAA Sec. 1108{c)(13). 1f the
sssistance will support & prograk of

project significantly affecting
tzopicsl fotests (including piojects
involving the planting of exotie
plant species), will the progran o
project (a) be based upon cazeful
analysis of the slternatives
svailadle to achieve the bdest
sustainadle use of the land, ané
(d)/take full account ¢f the
environnental impacts of the proposed
sctivities on biologlical diversity?

f)
g}
h)
i)
j)
k)

a)

b)

Yes
Yes
Yes
Yes
Yes {indirectly)

to the extent
possible,

Yes

Yes




FAA Sec, 218(c)f14). Will assistance
be us2d4 for (8) the ptocurenent ot
use of 1ogginyg equipnent, unless an
envitonmenta) acsessnent fndlicates
that »)1 timber hactvesting opetations
involved will be conducted in an
envitonmentally sound manner and that
the proposed asctivity will produce
positive econonric denefits ang
sustainadble forest managenent
systens; ot (b) actione which will
significantly degrade national patks
ot sinilatr protected ateas which
contain tropical forests, ot
inttoduce exotic plants or animals
into such ateas?

FAA Sec. )110(c)f1%). Will assistarce
be used for (8) activities which
would tesult in the conversion of
f?;gs( lands to{thg toar%nq{;(

)} vu’t?}:,&" b Ehe Lohst on
vgtadin :.JJ: mainunmco’mo't to‘ds
(§including tenrporatry haul roads for
logging ot other extractive
{ndustries) which pass through
telatively undegraded forest lands;
(c) the colonization of forest lands;
ot (4) the construction of dans o2
other water control structurtes which
f1o0d relatively undegraded forest
1ands, unless with tespect to each
such activity an envitonmental
assessnment indicates that the
activity will contribute
significantly end directly to
improving the livelihood of the rvral
poor and will be conducted in an
environnentally sound mannet which
supports suetainadle devalopment?

1t

Y 1589 Appropristions Act.
assistance will coxe from the
sudb-Sahazan Afcrica DA account, is it
(a) to De used to help the poot
aajority $o Sud-Sahazan Africa
througd & process of long-term
dovclo{uont and economic growth that

is equitadle, pacrticipatory,
environmentally sustainable, and
self-reliant; (D) deing provided in
sccozdance with ¢he policies
contained in section 102 of the FAA;

a) The envitonmental
asscssment indicates
that project activities
will be done in an
environrentally sourd
mannefr.

b) No

No
Yes (see (a) atove)
No

No




(¢) being provided, vhen conjetent
vith the objectives of euch
ateistance, thtough Aftican, United
States and other PVOs that have
demonstrated offectiveness in the
promotion of 10csl grécsioots
activities on behalf of long-ternm
developnent §n Sudb-Saharan Africs;
(4) being used to help overcone
shotter-term constrajints to long-tera
developnrent, to prorote teform of
sectortal econonic policies, to
support the critical sector
priotities of agricultural production
and natural resovtces, health,
voluntacry family planning services,
education, and income genetating
opportunities, to bring about
spptopriate sectorsl restructuring of
the Sub-Saharsn African economies, to
support refornm in pudlic .
sdministration and finances anéd to
!’l‘bli&ﬁ*“(lVOtlb},:!thtegqgnﬁJ

! or
In3{vidud1® enterpel *

€ and "’ T
self-sustaining developrent, and to
take into account, in sssisted policy
teforns, the n2ed to protect
vulnerable Qroups: (e¢) dbeing used to
fnctease aqricultural production in
vays that protect and testore the
natural gesource base, especially
food production, to maintain and
feprove basic transportation and
conrunication networks, to maintain
and testocre the tenevadble natural
tesource hase in ways that increase
sgricultural productian, to imprtove
health conditions with special
enphesis on meeting the health needs
of mothers and children, incluain?
the estabdlishaent of self-sustaining
primary heslith cars systems that give
ptiority to preventive care, to
provide incressed access to voluntary
fanily planning services, to improve
basic liveracy and mathematics
especially to those outside the
gormal educationsl system and to
inprove primary education, and to
develop income-generating
opportunities for the unenployed and
undecemployed in urdban ané rural
aceas?




9. FY 1989 Appropriations Act Sec. %03.

To pay pensions, annuijties, res
tetitement pay, or adjusted service
conpensation for priot or cutrent
pilitacy personnel?

h. FY_1989 Appropriations Act Sec. 90§. Yos

To pay U.N, assessnents, arcestages
or dues?

i. [FY 1989 Appropriations Act Sec. 506. Yes
To cérey out provisions of FAA

section 209(d) (transfer of FAA funds
to nultilateral orgarnizations fot
lending)?

B ﬁmxmmwwm%
- 76‘%inanco the export of nucleat Yes

equiprent, fuel, or technology?

X. [FY 1989 Appropriations Act Sec. S$11.
Fot the putpose of &iding the efforts
of the government of such countgy to
tepress the legitimate rights of the
popuvlation of such countty contraty
to the VUriversal Declatation of Huran
Righis?

1. EY_19E% Apr :pristions Act Sec. $16: Yes
State Avttocrizetion Sec, 109. To be
used for pudblicity or propaganda
purposes éesighed to support or
defeat legislation pending before
Congress, to $nfluence in any way the
outcome of a political election Xn
the United States, o for any *
pudlicity or propaganda purposes not
authorized Dy Congress?

. FY 1989 Appropriations Act Sec. $8¢. Yes
Will any A.1.D. contzact and

solicitation, and sudcontract entered .
into under such contract, include a

clause tequiring that VU.S. macrine

§nsuctance corpanies bave a falr

opportunity to bid for macine {nsurance

wvhen such insucance is necessary ot

sppropriate?

Yos




FY_1989 Appropriations Act Sec, 51%. w/a

1t deob/teob suthotity §s sought to
be exetcited §n the provision of DA
sseletance, ote the funds belng
obligated for the sane general :
putpose, and for counteies within the
same genetal region as otiginally
obligated, snd have the
Apptopriations Comrittees of both
Houses of Congtess been ptoperly
notified?

Peveloprent Lssistangi Prtoject Criterin
freans Orly)

FAA Sec. 122(d). Information and
cenclusion on cagpacity of the countey
to tepsy the 10an at a teasonabdle
rate of interest. .

YRATGON V1Y I 2T 3aVindu 1.
for-any productive erterprise which
will conpete with U.S. erzetprises,
is there an agreenent by the
tecigient countzy to prevent export
to the VU.S. of mote than 20 percent
of the entetpsise’'s annval ptoduction
duting the life o/ the loan, or has
the tequirerent to enter §nto such an
agreenent been waived by the
Presidert Decause of 2 national
security interest?

FAA Sec. 122(Db). Does the sctivity
give teasonadle prorise of assisting
long-tange plang and progransg
designed to develop economie
tesovtces and §fncrease productive
copacities?

N/A




). Fconomic Support Fund Project Ctiterla

8. PAA Sec. %3)17a). Will thies acsictance
ptonote economic and political
stabildity? To the maximum extent
feasidble, i¢ thie acslictance consistent
vith the policy dftections, putpoces, and
ptrogtams of Part 1 of the FAA?

PAA Sec. 531(e). Will this assistance be
uced for military or paramilitary
putposes?

PAA Sec. 609. 1f comnodities sre to be
granted so that sasle proceeds will acctue
to the tecipient country, have Special

Account (countezrpart) arrangenents been
pade?




5C(3) ~ STANDARD ITEM CHECKLIST

Listed bilcw ate the statutory items which
notmally will be covered toutinely in those
provisioms of an sesietance agteenent Cealing
with ite jwplementation, or covered §in the

agreexen~ by lmposing 1imits on cettain uses of
funde.

Thete i2ems are arranged under the generol
heasdings of (A) Procurenent, (B) Construction,
and (C) Dther Restrictions.

1. PAA_Sec, 602(s). Are there atrangements Yes
to permit U.S. smnall dusiness to
gorticlpate equitadbly §n the furnishing
¢c? comnmodities and services financed?

2. PAA_Sec, 604({a). Will 311 procurerment be Yes
from the U.8. except as otherwise
Zetermined dy the President or undec
Celegation from hin?

3. PAA Sec., 604(4). if the cooperating N/A
country discriminates against marine
insurance companies authorized to 4o
business in the U.S.., will conmodities be
insured in the United States against
marine risk with such 8 company?

4. [PAA Sec, 604(e); ISDCA of 1980 Sec, N/A
720%(s). It non-VU.8. procurement of
agricultural cormmolity or product thereot
is to be financed, is there provision
against such procurement when the
domestic p-ice of such cornncdity is lecs
. than parity? (Exception where commodity

financed could not reasonidly de procured
in U.8.)

S. PAA_Sec. %08(g). Will construction ot No
engineering services dbe procured from
firms of advanced developing colntries
vhich are othervwise eligidble under Code
941 and which have aitained a competitive
capability in internationsl markets in
one of thece areas? (Exception for those

\‘x ‘:\




couhtties which tecelve O03tect ecohemic
sttistance undet the PAA and petmit
United States firms to compete fot
consttuction ot englneeting services
financed from acelctance progtans of
these counteies.)

[AA Sec, 603. 1s the shipping excluded
from corpliance with the requizenent in
section 901(b) of the Merchznt Marine Act
of 193¢, as smended, that at Jeast

0 percent of the gtoss tonnage ot
conmcdities (computed sepatately tor 4ty
bulk cartiets, dry cergo liners, and
tankers) tinanced shall be transported on
privately owvned U.S. flag commetcial
vessels to the extent such vessels ace
availadle at fair and reasonable rates?

FAMA Sec, 621(a). 3t technicil assistance
is financed, vill such agsistance de
furniched by private entecrprise on a
contract basis to the fullest extent
practicadble? WNill the facilities and
resources of other Federal agencles de
utilized, when they ate particularly
suitadble, not competitive with private
enterprise, and made availadle without
undue intecrference with domestic prograne?

Inteipstions) Alr Transportetion Pals Yes, to the extent
competitive Practice (5 7¢. 1t ai: it is financed with
transportation of persons or property is the U.S. dollar grant.
financed on grant dasis, will U.S.

catriecs de used to the extent such

service is availadle?

EY_1989 Appropristions Act Sec, $04. 1t
the U.S. Governnent is 8 Dottty to a

contgact for ptrocurement, does the
contract contain 8 provisfon suthorizing
ternination of such conttact for the
convenience of the United States?

. 1989 aApprnnristions Act Sec, 524. 1
E%?‘stanco {s for consulting service
thiovgh procuvcement conttact pursuant to
$ V.S8.C. 3109, are contract expenditures
a matter of pudlic record and availadle
for oublic inspection (unless otharvise
provided dy lav or Executive order)?




B. (ONSTRUCTICN

FAA Sec. ¢01{4). It capltal (e.qg.,
construction) project, will U.S,

enginceting and prtotessional cervices te
veed?

FAA Sec. 611{c). 1t contracts fot
construction sze to be financed, will
they he let on 8 competitive basis to
paxizum extent ptacticadle?

FAA_ Sec. $20(k). 1If tor construction of
productive enterprice, will aggregate
valye of sssistance to be fucrnished by
the U.S. not exceed $100 million (except
for productive enterprices in Egypt thai
vere desctided in the CP), or do32s

sssistance have the express approval of
Congress?

OTHER RESTRICTIONS

1. FAA_Sec. 122(db). If development losn
tepayadle in dollats, §s interest rate at
least 2 percent per annum during a grace

period which §s not to exceed ten yeats,
and at least 3 percent per annum
thereafter?

PAA_Sec. 01(4). If fund is estadliched
solely by U.S. contridutions and
administered by an international
organizatjon, does Comptroller GCeneral
have avudit tighte?

PAA_Sec, 620{h). Do arraagements exist
to insure that United States foreign aid
is not vsed in & manner which, contracty
to the dest intezests of the United
States, promotes or assists the foreign
418 projects or activities of the
Comnunist-dloc countries?




§&. wil) atrsngenents prteciude vse of
tinancing:

&,

FAA_Sec, 104(f); FY 1989
Apvptoptiatjons Act Secs. $2%, %3¢,
(1) To pay tot petforsance of
abottions as & method of family
planning ot to motivate of coetce
petsons 316 ptactice abortions: (2) to
pay fot petfornance of involuntasy
sterilization a3 method of family
planning, ot to coetce oC provide
financial incentive. to any person to
undergo sterilitation; (3) to pay for

. d fcad . tasparl - §B
any/dhonudisal Lesrared 2.“‘%%0&0!1'

telates, in whole of pat

or the petformance of abortions of
frvoluntaty sterilizations as & means
of farily planning: or (4) o lobby
for abortion?

FAA Sec._483. To make telmdutse-
ments, in the forn of cash payments,
to petsont whose {1licit drug crops
are eradicated?

PAA _Sec., 620(g). 7To compensats
ownets for expropriated og
nationalized propesty, exces: to
conpensate foreign nationslsy in
accordance with & 1and teform progran

cettified Dy the President?

PAA Sec, $60. To provide training,
sdvice, or any financial support feot
pelice, prisons. or other law
enforcement forces, sxcept for
parcotics programs?

PAA Sec. 662. For CIA activitieo?

TAA _Sec. 616()). PYor purchase, sale,
iong-tetn lease, exchange Or gQuatan\ly
of the sale of motor vehicles
manufactuzed outside U.8., unless a
waiver {s obtained?




9. FY 1989 Apptopriations Act Sec. %0).
. To pay pensions, snnuities,
\ tetitenent pay. ot sdjusted service
conpensation fotr priot of curtcent
militacy personnel?

Yes

h. FY_1989 Appropriations Act Ser. *0%.
To pay U.N. assessnents, arceacéges
ot dues?

Tes

§. FY 1909 Appropriations Act Sec. $0¢.
To catky out provisions of FAA
section 209(d) (ttanster of FAA funds
to multilateral orgerizations foe
lending)?

3 i&ﬁﬁf‘aﬁﬁlal'
To tinarce the expott of nucleat Yes

equiprent, fuel, or technology?

k. EY_1969 Appropristions Act Sec. $11. .,
Fot *he purpose of 8iding the efforts
of the government of such countty to
tepress the legitinate zights of the
population of such countty contraty
to the Uriversal Declatation of Humran
Rights?

1. FY_ 1989 Approprietions Act Sec. $16: Yes
State Avthorjzet,on Sec, 1C9.. To be
used for pudlicity or propaganda
putposes designed to support ot
defeat legislation pending before
Congtess, to influence in any vox the
outcome of & political election in
the United States, oOf for any -
pudlicity or propagands putposes not
suthozized by Congress?

Yes

S. FEY 198y Appropriations Act Sec. 584. Yes
Will aoy A.1.D. coatzact and
solicitation, and subdcontract entezed
. {nto undez such contgact, incluvle »
clsuse tequiting that U.S. macine
{nsuctance companies have 8 falr
opportunity to bid fo: marioe insurance
vhen svch $nsucance is pacessazy o:¢
sppropriatae?




Q. FY 1989 Appropristions Act Sec. $1%5. WN/A
1i deob/teod suthotity §s gought to
be cretclised in the ptovision of DA
assistance, ste the funds being
obligated fot the gane general .
putpose, and for countries within th
seme general reglon as originally
obligated, and have the
Appropriations Comrittees of both
Houses of Congress been properly
notitied?

2. Developrent Assistance Prolect Cejteria  MA
f{lcars Orlyl

8. [FAM Sec. 122(d). Inforrmation and
cenclusion of capsrcity of the country
to tepsy the loan at & tessonadle
tate of intetest. . . -

YEA Cd aT1eY " IT 2T savinca {s.
tor-any productive enterprise which
vill cormpete vith U.S, erterprises,

> is thete an agteenent by the
reciplient countty to prevent export
to the U.S. of mote than 20 peccent
of the enterprise’s srnnval prtoduction
duting the life 5¢ the loan, or has
the tequitement to enter inte such an
sagreenent bDeen waived by the
Presidert Decause of 8 national
secutity interest?

¢. FAA Sec. 122(b). Does the activirty
give teasonsble prorise of assisting
long-tange plans anéd programs
designed to develop econonmie
tesoutces and incresse productive
capacities?

\ ¢




3. Feonemic_Suppott Fund Project Criterls

8. FPAA Sec. 531fa). MWill thie scclctance
ptonote economic &and political
stadbility? To the msxinus extent
feasidle, i thie sesistance consistent
vith the policy dltections, putposes, and
programs 0f Part 1 of the PAA?

b. PIAA _Sec. %$31f{e). Will this ascistance e Mo
. used for militacry or paramilitacxy
putposecs?

Yes

€. PAMA Sec. 60%. 1t commnodities ste to be N/A
granted so that ssle proceeds will accrue
to the teciplent country, have Specis)

Account (countetpatt) atrtangenents been
pade?




SC(3) = STANDARD ITEM CHECKLIST

Listed bitlow ste the statutory 1tems which
notmally will be coveted toutinely In those
ptovisioms of an scsistance sgreenent dealing
with its implenentation, ot coveted in the

sagteemen by lmposing 1imits on cecrtaln vses of
funds.

These i.eme are arranged under the genetal

headings of (A) Ptocutenent, (B) Construction,
snd (C) Other Restrictions.

A. PROCJREMENT

1. FPAA_Sec. 602({»). Ate there arrangements
to permit U.8, enall business to
gerticlipate equitadly in the furnishing
cd comnodities and cervices tinanced?

FAA Sec, 604{a). Will 811 procurement de
fzom the U.8, except 88 othervice
Zeternined by the President ot under
Selngation from him?

PAN _Sec. 604(4}. It the cooperating
countey discriminates against marine
fipsutance companies suthorized to &0
dusiness in the U.8., will cornodities Le
fnsuted in the United Siates 2ga3inet
nacine risk vith such & company?

PAA Sec, $04(e);: ISDCA of 1990 Sec,
70%(s). 1f non-VU.8. procuvresent of
agricuvltural commodity or product thereot
it to de tinanced, is¢ there provision
against such procurement vhen the
donp2stic price of such commodity is lass
than parity? (Exception where coamodity

financed could not reasonadly dbe procured
in U.8.)

LAA Sec, 604(q). Will constguction or
engineering sezvices be procured trom
firms of advanced developing colntzies
which 2re othervise eligidle under Code
941 and vhich have attalined a competitive
capadility in international macrkets in
one of these ateas? (Exception for those




counttles whith tecelve vitect gcounemnic
sssistance undet the PAA 8nd permit
United States fizns O Conpete fot
consttuction or engineering setvices
finsnced ftom acslcetance ptogtams of
these countties.)

FAA Sec, 603. 1e the shipping exclvded
ftom conpliance with the requitenent in
section 901(d) of the Metrchant Matine Act
of 1936, 3s s2ended, that at least

$0 percent of the ¢gtoss tonnage of
conmodities (comnputed sepatately for dry
bulk cartiers, Aty catgo liners, and
tankers) financed shall de ttansported on
privately owned U.S. flag commercial
vessels Lo the extent such vessels ate
availadble at fair and reasonadle rates?

PAA Sec., 621(a). 1If technical sssictance
i3 financed, vill such scsistance de
furnished by ptivate entezprice on a
contract dasis to the fullest extent
procticadiea? Will the facilities and
tesovrces of other Federal agencies be
utilized, vhen they are pactticularly
suitadble, not competitive with private
entetprise, and made availadle without
undue interfezence with domestic prograns?

Internations) Alr Transpocrtetion Paig
g;gg;lge! Ac&. 1221

Competitive . 1t ale
tzansportation of persons or propezity is
financed on gront dasis, will V.S,
cacrrtieze be used to the extent such
service f¢ avalledle?

EY_1989 Appropristions Act Sec, $0L. 1t
the V.8. Governnant is 8 patty to &
contzact tor procurement, does the
contzact contain 8 provision suthoriszing
ternination of such contgzact £for the
convenience of the United States?

. FY_198) appiocristions Act Sec, 524. 1

assistance is for consvlting servics
thiough proculenent contzdct pursuant to
¢ U.8.C. 3109, ate contract expenditures
a matter of pudblic recoré and availadle
for pudblic inspestion (unless othervise
ptovided dy l1av ot Executive order)?

Yes, to the extent
it is financed with
the U.S. dollaer grant.




C.

1.

2.

3.

PAA Sec. $01(48). It capital (e.g.,
construction) project, will U.§,
enginceting and ptofecsional services bde
used?

FAA _Sec. $11{c}). 1f contracts fot
consttuction ste to be financed, will
they be let on & competitive basis to
paximum extent practicadle?

PAA Sec. 620({k). 1t tor constzuction ot
productive enterptice, will aggregate
velue of sssistance to de furnished by
the U.S. not exceed $100 million (except
for productivs enterprices §in Egypt that
vere descrided in the CP), or doas
assistance have the express approval of
Congtess?

OTHER RESTRICTIONS

1.

FAA _Sec. 122(d). It development loan
tepayadble in dollats, is interest rate at
least 2 percent per annum during a grace
pectiod which is not te exceeld ton years,
and at least 3 pegcent petr annun
thereafter?

FAA_Sec. )01(4). If fund is estadlished
solely by U.S8. contridutions and
administered dy an internationai
organization, does Comptroller Ceneral
have svdit gighte?

FAA_Sec. 620{h). Do srrangements exist
to insure that United States foreign aid
{2 not used in & manner which, contracy
to the best interests of the United
States, prorotes of assists the foreign
814 projects or activities of the
Comnmunis?-dloc countcies?

N/A

N/A

N/A

N/A

N/A

Yes




4. Wi)) attangenente ptecluvlde use of
tinsncing:

'

FAA_Sec. 104(1): 7Y 1989
Apprcepriations Act Secs. $25, $3§.

(1) To pay for petformance of
abortions se & method of family
planning ot to motivate ot coetce
petsons to practice abortjons; (2) to
pay tot petformance of involuntary
sterilization as method of family
plinning, or to coetce or provide
financial incentive.to any person to
undergo sterflization: (3) to pay for

.anysdponedicadegacsared NEAED. N 7

telates, in viole or part, 'O met

or the pecformance of abortions or
{rnvoluntaty stecilizations as & means
of farily planning; or (4) to lobbdy
tor adortion?

FAA Sec. 483. 72 pake reladurse-
pents, in the form of ash payments,
to pertsons wvhose f11icit drug crops
ate erddicated?

PAA _Sec, 620({g). To compensate
ownets for expropsriated or

nationslized property, except to
compensate foreign n:tionals in
saccordance with 3 land reform progras
certified dy the President?

FAA_Sec, 66Q. To provide training,
advice, or any tinancial support tor
police. prisons, of other lav
enforcement forces, except for
nazcotics programs?

PAA Sec, 662. PFor CIA activities?

PAA _Sec. 636(J). For purchase, sale,
long-tezm lease, exchange or guazanty
of the sala of motor vehicles
manufactured outside U.8., unless 2
waiver is odtained?
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TECHNICAL ANALYSIS

(See PDO or RDO for this Annex)




ANNEX G

SOCIAL SOUNDNESS ANALYSIS

(See PDO or RDO for this Annex)
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FOREWORD

This report is one in a series of ten which have been
prevared by a tesm assisting in the design of the USAID/Costa
Rica Forest Resources for Sustainable Developmwent Project
{FORESTA). These are:

Environmental Assessment

Forest Protaection

Deforestation in Costa Rica
Project Area Protection Plan
Technical Analyses of:

o Parks HManagement Component
o Forestry Management Component
o Farm Forestry Component
Social Soundness Analysis
Financial and Economic Assesssent
Monitoring and Evaluation Plan




ACRONYMS AND MEASLURES

Inter-American Development Bank
Governmeat of Costa Rica
he~tares

internal rate of return

net present value

vproject identification document (of USAID)

recreational, educational, and srientific services

(of national parks and associated wildlands)

Exchange Rate (Aug./Sept. 1988): 77 colones = US$1
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PROYECTD “FORESTA®  (515-0243) Plan de Trabajo

COMPONENTE B. NANEJO DE BOSQUES NATURALES PARA PRODUCCION

PRODUCTU B1: Reglasenlos, guias practicas y mecinisaos de
control y trasite para el aprovechasiento forestal, que
fosentan la regeneracion del bosque, el iprovechasiento
optino y el ispaclo asbiental reducido.

Bi.1 Asesorar y noyar la revision de los reglasentos y
secanisaos de conirol de la D6F, con la finalidad de
hacerlos sas eficientes y siaples.

Ensayar y evaluar dichos aecaniseas innovalivos en el
area del p-oyecto bajo una supervision estricta.
Eslablecer canales de consulta con los propietarios
forestales, industriales forestales, madereros y

cosunidades, y utilizarlos para aejorar los secaniseos !

de control.

Redactar y aprobar los reglamentos y secanissos
sejorados definitivos.

Hacer conocer los reglamentos de control entre las
personas interesadas del area del proyecto.
Zvaluar e} control forestal con la finalidad de
sejorarlo y expandir los secaniseos eds eficaces a
otras areas del pais.
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'D6F con consultores
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PROVECTO °FORESTA®  (515-0243) Plan de Trabajo
AND L ' AND2 ' AND3 ! AND 4 ' ANDS ' AKB 6 !  ANO 7  'RESPONSABLE -
PRODUCTD B2: Noraas tecnicas de sanejo forestal, que ! ! ! h ! ! ! -
fundasentan la preparacion de los planes de manejo y ! ! ! ! ! ! !
facilitan su ejecucion y control. ! ! ! ! ! ! !
' ! ' ! ! ' !
B2.1 Delinir las norsas tecnicas preliminares xxxxxx! ' H ! ! ! 'D6F con consultores
estandardizadas para el sanejo forestal en area del ! ! ! ! ! ! !
proyecto, cubriendo la construccion de caminos de ! ! ! ! ! ! !
aprovechasiento, 1a seleccion de arboles para el ! ! ! ! ! ! !
aprovechasiento, la tecnica de extraccion de madera, y ! ! ! ! ! ! :
las intervenciones silviculturales. H ! ! H ) H 4
52,2 Preparar una guia prelisinar estandardizada para la xxxxxx ! ! ! ! ! ‘D6F con consultores
preparacion de los planes de manejo en funcion de las ! ! ! ! ! ! ! AN
noreas tecnicas. ! ! ! ! ! ! !
§2.3 Ensayar las normas y guias en {incas selecionadas bajo TXXXXEXXXXXNK EXXXXXXNRXAXX ! ! ! ! DEF

sonitoreo detallado. ! ! ! ! ' 1 )

82.4 Contratar el establecisiento y sequisienio de
wnvestigaciones de silvicultura y aanejo.

52,5 Capacitar los tecnicos de las espresas y los
proprietarios de bosques en las nuevas norais.

§2.6 Proponer <justes periodicos a las norsas y quias de
acuerdo a los resultados del sonitoreo.

PR XRXXXXARXRN SXRXRAXXXXAXK  XXAAXNXARXAN XXX AXXXEAANR  XxXRRANXANXK ' xxx@xxxxxxxx i Inst, de investigacion en C.R.
] 1} 1 ] [} ]

XXXXXX ' XXAXXX ! ' ! ' 'D6F
] t ] ] ] '

'ppPPPPPPPPPR  PRPPPPPPRPPP  PPPPRPPDPPPP PPPPPPPPPPRP’ !
] [} § (]

GEs sew tme TE Cur sew 'ER TER (Es 1w YEE tdm cem Sus SR t6m tMs tew TER lme (e sum e tee e e cmm e

[}
-%2.7 Evaluar los resullados de) proceso y redactar las ' ! ! H 13334144 'D6F con consultores
noreas y la guia aejoradas. ! ! ! ! ! ! )
! ! ! ' ! !
' ' ' ' ' ' ;
' ' ' ' ; ' !
! ! ! ! ! !
3 .,
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PROYECTD *FORESTA®  (513-9243) Plan de Trabajo

!RESPONSABLE

PRODUCTO B3: Una o varias eapresas u otras organizaciones !
forestales que cosbinan el sanejo del bosque con su '
industrializacion, debidaaente constiluidas y operando !
eficientesenle de tal manera que el bosque aporia beneficios !
sostenidos a la poblacion local. !
[}

IFUNDEC-Gerente General

B3.1 Motivar y asesorar a proprietarios y usuarios Ixxxaxx
1

forestales, y a industriales foreslales en cuanto la
estructura, funcion, financiamiento y operacion de una
espresa o otra organizacion forestal,

Constituir la eeoresa,

Explorar el interes y la faclibilidad de otras
asociaciones de productores forestales y determinar su
relacion con la espresa.

Realizar un estudio de factibilidad de manejo e
industrializacion forestal @ ser llevado a cabo por la
eapresa y posibles otras organizaciones relacionadas.
Negociar las condiciones de credito y abrir una linea

!
1] [}
E !
1
1
é
!
!
¢
!
!
de credito accesible a la espresa y olras !
]
!
!
!
!
!
]
]
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1

1

1

'
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1

]
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! ! ! 'Sector privado
xxxxanxnx! ! ! ! 'FUNDEC-Gerente General
[} 1
! !

! 'Eapresa forestal
] [}

1 1
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‘AID

[}
[}
]
]
'
!
]
[}
!
]
[}
[}
]
]
]
1
]
1
]
]
'

organizaciones afines.

fealizar estudios legales de tenencia de la tierrea
coao paso previo i Ja incorporacioon de bosques a la
eapresa,

Adgquirir bosque para la espresa.

Elaborar los planes de sanejo.

IRXXXRZRXXKNK EXAXRAXXRXANY !
|} ] [}

!Espresa foresta)
]
[} [} ] ! 1 ' ]

IXXRXXXXXRXAK EXAXAAANAXRKR | XNAXEXAXAKEN SXRRRXAXRXXAN ! ! ‘Eapresa forestal
XXxxxX XXXXXXPPPPPP  PPPRPPPPAPPP | PRPRBPPRAPPP ! PPPPPPP ' 'Espresa forestal
[]

]
] ] ] ] !
] ! 1 ] 1 ]
] ) ] 1 1 ]
1 ) ) ] i ¢
. . . . . . .
[} t 1 ] ' '
1 ! ] 1 1] [}
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ROYECTO °*FORESTA®  (515-0243) Plan de Trabajo

AND 1 AND & ! ! ' AND 7  'RESPONSABLE

]
RODUCTO B4: Por lo aenos 5000 ha de aquel bosque ! ! '
lasificado coso apto para procuccion forestal, bajo manejo ! ! ! ! ! ! !

.astenible a traves de planes debidasente aprobados. ! '

] ]

‘4,1  Revisar y aprobar los planes de sanejo presentados por
la eapresa, por los produclores a traves de las otras
orqanizaciones, y por productores individuales.

4,2  Establecer y docusentar parcelas desostrativas de
aprovechasiento y silvicultura, dentro de los bosques
bajo manejo.

]
t
!
t
! . ! ! ! ! ! !
: ' pPPPPPPPPPRP PRRRRRPRRPPR  PPPPPRRRRPPP PRPPRPPPOPPP: PPPRPRPAPPP ‘PPPPPPPPPEPP * DEF
! ! ! ! ! ! !
!
i
!
i
Utilizar las parcelas demostrativas para sotivar y H
1
4
)
'
1
]
]
]
'
L)

!

' ' ' ' ' ' '

! Texxxxxxxxxax ! ! ! ! 'Inst. de investigacion en C.R.
] ] i ] i [} ]

! l ! 1 ] ] ]

!

)

' pPPPPPPRP'PRPPPPRPPRPR PRPRRPPRPPPP PPPPPPPRPRPP PRPPRPPPPRPS (FUNDEC-Dept.Operaciones
] ] ' 1 1

capacitar a los productores. !

Asesorar a los tecnicos, operarios y lideres de la
eapresa y de las organizaciones en 13 ejecucion de los
planes de eanejo.

Dfrecer cursos cortos y otros evenlos de capacitacion
en sanejo forestal para los tecnicos, operarios y
siesbros de las organizaciones de productores.
Tnspeccionar 105 bosques bajo sanejo para verificar el
cusplinienio de los planes de sanejo.

Evaluar los respltados tecnicos y financieros del
sanejo forestal, proponer sejoras y darlas a conocer en!
otras areas.

PXXRXXXXXNENN XXXKNANKAXXRK  KXRKAXRKANER | KRXRRXRARRRE | XRANRANLAAXR  X2Nxxxx2xx22  FUNDEC-Dept.Operaciones
] 1 ! ' 1 1 ]
' ' ' ' ' i '
' PPPPPP'PPPPPPPPRRPP ! PRPPRRPRPPRP' PRPPPPRPPPPP’ !FUNDEC-Dept.Operaciones
' ' ! ! 3 ] '
! [} 1 ] ] \ 1

'ppPPRPPPRPRP PPRPPPPRPPPP  PRPPRPPPPRPP  PPPRPRPRPPPP  PRPRPRPPPRPR PPPPPPPPPPPP | DEF
t ] ] ] 1 ]
IXRnxxx 'FUNDEC-Depl.Operaciones
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. . . .
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AND 7  'RESPONSABLE

AND | AND 2 AND 4 AND 5 AND 6

PRODUCTO 75: Una o aas industeias viables, como parte

]

e’
integral de la nueva empresa forestal, que permsten utilizar ! ' !

)

1

‘Espresa forestal
1]

el saximo de especies y de volusen.

negociar 1a incorporacion 2 la espresa de una o mas '
aserraderos existentes selectas. !
BS.2 Integrar el aserradero seleccionado 2 la eapresa y L xmx!
contratar operarios. ! ! ! !
85.3 Operar el aserradero con base en sus fuentes ! SXXUXRXXXAALN XXRRAXKRAKLR L AXAXXRRARARR LRRAXXXOAXARH S wRAAXXAKRXXK | xXXxx2xXXx2%%7 L EMpresa forestal
habituales de trozas, pero con una proporcion ¢ ! ' ! ! ! ' !
creciente derivado de los bosques de la espresa y de ! ! ! ! !
las arganizaciones de productores. ! ! ! ! !
Llevar a cabo investigaciones, desosiraciones y ! ! XXXAXX EAXAXNAAXXRKR  AXAXAXXXAKAK L XAXXRAAARANR !
construccion de prototipos para ausentar el uso de ! ! '
especies y tasanos no tradicicnales. ! ! ! ! !
Nejorar la eficiencia del aserradero y su uso de
espectes no tradicionales.
Con hase en estudiros de factidilidad, ampliar la gama
de productos, inclusive productos secundarios.

'Espresa forestal

!
!
]
!
!
!
!
! !
!

t i ' !
! ' ' !
! ! ¢ t
' ) I '
! ! ! ! !
BS.1 Con base en e! estudio de factibilidad (ver BJ.4), ! xxxzxx! ! ! ! !
! ! ! !
! ! ! !
! ! ! !
! !

ITER

EXXXRKAXAXXK XRXXKRXRKANR RURXRXXXNXXK X X¥xxxxx0%%%% ' EMPresa forestal
1 1 1 ]

LR Lo L xxxxxxxxxxs | Sapresa forestal
1 ] ]

1
]
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1
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1
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1
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PROYECTO °FORESTA®  (515-0243) Plan de Trabajo

'RESPONSABLS

COMPONENTE C: INTEGRACION DE ARBOLES EN LOS SISTEMAS
ABROPECUARIOS

]

)

)

‘

PRODUCTD C): E} reestablecimiento de cobertura arborea !
econoaicaaente productiva, por parle de los agricultores, en '
aquellos terrenos deforestados que se clasifican como no !
aplos para uso agropecuario. '
]

C1.1 Recopilar la experiencia existente en cuanto a 'FUNDEC-Depto. Dperaciones
]

seleccion de especies, sitios y practicas de sanejo,
referente al area del proyecto.

Cl.2 Detersinar el monto de los incentivos para
reforestacion (CAF) disponible para el area del

proyecto. ' ' ! ! ! H ' !
Seleccionar las organizaciones y lideres cosunales mas ! xxxxxx ' ppPPPPPPPPPP | PPPPPRPPRPPP  PRPPRPPPPRPP ' DPPPPPPPPPPP ' PPRPPPPPPPPP PPPPPPPPPPPP FUNDEC-Depto.Dperaciones
1 \ ] ] 1 [] ]

interesados en iniciar la reforestacion de sus
propiedades, dando enfasis al valor desostrativo, ! ! L ! ! !
Ofrecer cursos de viveros y establecisiento de ! ppipp pplpp pp'pp ppipp T H T PP'pp
plantaciones. ! s ¢ $ ! ' ! !
Elaborar con cada proprietario participante un plan de ! xxx 'xxxxxxxxxxxx ' pppppPPPPAPP  PPPPPRPPPPPP PPBPRPPRPPPP ! PRPPOPPPPPPP  PRPPPPPPPPPP tFUNDEL: Uepto.Dperaciones
reforestacion para su finca. ! ) ' ' ! ' 4

Adquirir y coleccionar las seaillas forestales.
Ayudar a los agriculiores en estadlecer viveros
familrares, cosunilarios y comserciales, y asesorar en
se operacion. ! ! ! ! ! ! ' !
Asignar los Certificados de Abono Forestal (CAF) entre ! xxixx xxlxx xxixx xmixx xx!xx xxtxy xx ! D6F

fos participantes. ! ! ! H ! ! ' H
Praducir plantas en los viveros. ! Ixxxxxx Ixxxxxx Ixxexxx Ixxxxaxx Ixxnxxx 'uxxxxx 'FUNDEC-Depto.Operaciones

Estahlecer plantaciones. xxxxxx ! xxxxxx ! xxxxxx ' oxxxxxx ' wxxxux ! xxxxxx 'FUNDEC-Depto.0Operaciones

Manlener y sanejar las plantaciones. PPPPPP ' PRPRRPPRPRRD  PPPPPPRPRPPP PRPARARAPRRD  PPRRPPRPPPPP PPPRPRRPPPPP FUNDEC-Depto. Operaciones

Utilizar las plantaciones exitosas para fines ‘PPPPPPPPPRPP  PPPPRPPPPPPP PPPRPPPPPRPP: PPPPPPPPPPPP: PRPPPPPPPPPP  FUKDEC-Depto. Operaciones
) ] ]

deaostrativos y educativos. H !
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PROYECTO °"FORESTA®  (515-0243) Plan de Trabayo

AND 7  'RESPONSABLE

! ANOY ! ! ANB3J AND 4 AND 5 AND 6

PRODUCTO C2: La integracion de arboles de uso multiple en !
sistesas agroforestales #n aquellos terrenos que se clasifican!

coa0 aplos para uso agropecuario. !

] 1 1
] ' l
s ! !
[} 1 1
I I I

C2.1 Identificar los grupos prosetetores para colaborar en xxxtxl'npnppnnppppp 'PRPRRRPRPPRP 'PPRPPPPPPPPP! npnpppppppnn PPPPPRPPRPRP! pppnnnnpppon‘FUNDEB-DepIO-Uperacxon!*
el fosento de arboles ea sistemas agroforestales
{asoctaciones de desarrollo, cooperalivas,
asentasientos IDA, etc.) (En cosbinacion con C3.1)
Preparar un plan de extension y capaciticion que
incluye las especies, tecnicas, uso de incentivos y
estrategia.

Contratar dos equipos de exlension cospuesto de
tecnicos locales (c/u con | Ing.For. ¢ 2 Peritos)
Identificar promolores forestales en coaunidades
selectas,

Capacitar los equipos de tecnicos y prosotores
aediante el Projecto MADELENA de la D&F.

Notivar y capacitar los grupos en aanejo de viveros y
en e! cultivo de arboles de uso eultiple.

Asesorar el establecisiento y la operacion de viveros
fasiliares.

fisesorar la plantacion y el sanejo de los arboles.
Establecer y mantener parcelas experisentales y de
coaporiasiento en tierras de los agricullores, en
colaboracion con el Proyecto MADELENA.

Llevar a cabo dias de caspo, desostraciones de
aprovechaaiento y otros eventos de extension que
aprovechan los arboles plantados localsente.
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PROYECTO °FORESTR®  (515-0243) Plan de Trabayo
! AND 1 AND 2 AND 3 ! AND 4 ! AKDS ! AND& ! AND 7  !RESPONSABLE
PRODUCTO C3: Las comunidades con organizaciones de base ! ! : ! ! ! ! '
activas en foaentar el uso apropriado de los recursos ! ! ! ! ! ! ! !
naturales en las zonas que las afecta. ! ! ! ! ! ! ! !
' ' ' ' ! ' ' !
£3.1 Hacer un inventario y una caracterizacion de lns grupes! xxxxxx! ! ! ! ! ! 'FUNDEC-Depto. Dperaciones
existentes con potencial para involucrarse en sejorar ! ! ! ! ! ! ! !
el uso de los recursos naturales. ! ! ! ! ! ! ! !
£3.2 Preparar una estrategia ue apoyo 3 los grupos mas ! xxx! ! ! ! ! ! 'FUNDEC-Depto.Operaciones
proaetedares, ! ! ! ! ! ! ! !
£3.3 Llevar a cabo sesiones de trabajo con los grupos mas ! 'rxxxEXRXXXXXIXXXXXAXAXANN ! ; ! ! 'FUNDEC-Dapto.Operaciones
prosetetores con la finalidad de conocer 2 fondo sus ! ! ! ! ! ! ! !
necesidades y capacidades y de presentar el proyecto. ! ! ! ! ' ! ! !
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capacitacion para fortalecer los grupos. !
£3.5 Fomeatar el estableciaiento de vinculos y la ! ! 'xxxxxxxlxxxl RXXXXXXXAXXX ! xxxxxxxxxxxl xxlxxxltxxxx xlxxxxxlxxxx’FUNDEC-Dcpta.Opcracxunes
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colaboracion entre los diversos grupos.
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ANNEX L

DESCRIPTION OF THE ADMINISTRATIVE STRUCTURE AND THE ENDOWMENT

1. BACKGROUND

The proposed design of an organizational scheme for the FORESTA Project
makes maximum use of private entities. The purpose of this document is to
describe the nature, function and financingpof the organization that will execute the
FORESTA project and carry on after the Project’s termination. This design is the
result of several months of close coliaboration between MIRENEM and USAID,
assisted by several outside consultants.

In summary, the key element of the organizational scheme is the new
private entity, the Foundation for the Development of the Central Volcanic
Cordillera (herein referred to as the "Cordillera Development Foundation” (CDF)
and the "Foundation"), which will implement many, but not ali, of the land
management actions in the area of the Cantral
Cordillera and its buffer zones. For its first seven years this Foundation will grow
gradua!ly, receiving assistance and most of its financing from the FORESTA

roject. Thereafter it will continue as a permanent private institution, with a
continuous stream of income provid~d by an endowment fund established at the
beginning of the FORESTA Project.

2. THE FOUNDATION FOR THE DEVELOPMENT OF THE CENTRAL
VOLCANIC CORDILLERA (CDF)

The Foundation was created in March, 1989, under Costa Rican law (Ley de

Fundacicnes, No 5338 of 28 August 1973). A foundation in Costa Rica is sirictly a

private entity, even though its founder and board members might be grvernment

officials. In this particular case the founder was the Attorney General of Costa Rica.

. The Minister of MIRENEM, per an agreement with the Attorney Gerieral appointed

three members of the Board of Directors (a representative of the Minister of Natural

Resources, Energy and Mines, a representative of the SPN, and a representative of

the DGF), the municipality where the Authority is established (Puerto Vie{"lo)
appointed one member, and the Executive Branch of the GOCR appointed the fifth.




FUNCTION OF THE FOUNDATION

The general objective of the Foundation is to assist the MIRENEM, DGF,
SPN and other institutions in the management of the natural resources of the Central
Ccordillera and its buffer zones (see Fig. 1 of the PP). Specifically its functions are:

3.1 Plan overall land use in its geographic area of responsibility, with
special consideration of sustainable uses which are compatible with the protected
areas.

3.2 Protect and manage the natural protected areas of the Central
Cordiilera.

3.3 Promote sustainable forest management in the buffer zones around
these protected areas, integrated with efficient industrial processing of wood.

3.4 Control deforestation and promote reforestation.

3.5 Carry out programs of extension, environmental education and training.

3.6 Carry out adminstrative tasks necessary for management of the natural
resources, such as contracting of permanent and temporary personnel, procurement
of equipment, supplies and land, contracting the construction of infrastructure,
purchase of goods and services, and allocation of concessions.

3.7 Contract national and intermnational consultants.

3.8 Contract applied scientific research needed to improve natural resource
management.

3.9 Promote scientific and nature tourism.

It should be noted that the mandate of the CDF goes beyond the FORESTA
Project in duration, in geographical coverage and in function. Specifically, the
FORESTA Project will last seven a/ears while the CDF is a permanent institution.
The Project does not include the land west of the Poas National Park except for
planning purpcses, whereas this land is covered by the CDF. The FORESTA
Proe:ect is designed to produce the outputs stifulated in the Project Paper, but the
CDF could conceivably engage in other activities if it finds the financing from other
sources to do so.

Another important point, and actually one of the justifications for its creation,
is the fact that the Foundation combines functions which have traditionally been
dispersed among several agencies, especially the DGF and SPN. It is expected that
this combination will lead to greater impact and cost effectiveness.
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4. STRUCTURE OF THE FOUNDATION

Initially the CDF will consist of the entities described below. Over the years,
as the institution matures and widens its activities, it might become desirable to add
other units.

4.1 Board of Directors

The members of the Board of Directors of the Foundation are those
described in Sec. 2, above. lts functions are the following:

--  set the basic guidelines for management of the natural resources
of the CDF area, based on SPN arid DGF policies;

--  designate the General Manager of the CDF;

--  approve the annual work plans and budgets;

--  evaluate the progress and efficiency of operations;

--  promote coordination with other relevant institutions.

The Minister of Natural Resources, Energy and Mines (or his
representative) will function as President of the Board. The Manager of the CDF will
serve as secretary. The fact that representatives of the Directors of SPN ana DGF,

as well as the Minister are on the Board should help increase collaboration with and
between these agencies.

4.2 General Manager

The General Manager of the CDF will be appointed by the Board. His
functions are:

--  draft the annual work plans and budgets for approval by the Board
of Directors;

--  organize, supervise and monitor the activities needed to
implement the work plans of the CDF;

--  approve contracts for all personnel and services;
--  supervise persorinel;

--  cultivate productive working relations with other relevant
institutions;

-~ carry out other tasks assigned by the Board, within the mandate of
the CDF.

4.3 Office of Planning and Evaluation

The Office of Planning and Evaluation is responsible for
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preparing the overall strategy for the Central Cordillera and the subsequent
management plans for the protected areas. It will have a major role to pla);_ in
planning operations and in preparing the annual work plans and budgets. The
technical aspects of contracts for design and construction of infrastructure will be the
responsibility of this Office.

This Office will monitor progress of CDF activitiss and environmental
impacts. It will use this and other information to carry out periodic internal
evaluations, and to formulate recommendations for corrective actions.

This Office will be headed by one professional qualified in natural
resource planning, who will be assisted by a junior professional and support
personnel. Much of the work in the first two years will be contracted to consultants
who are supervised by this office.

4.4 Department of Operations

The Department of Operations combines all field operations under one
supervisor. In terms of personnel this will be the largest unit within the CDF. This
Department will be responsible for the functioning of all operational centers and all
field activities, be they related to protected areas, buffer zones or communities.
These activities will be carried out in close collaboration with the SPN and DGF.

This Department will be headed by a professional with ample
experience in implementing field activities. Staff will be built up gradually during the
life of the Project, so as to include technical personnel specialized in natural area
management, reforestation, forest management and other tields.

4.5 Department of Administration

The Department of Administration will be responsible for all
management of funds ard personnel as this responsibility is gradually transferred to
the CDF (see Section 5). It will build up a unit for personnel matters and one for
accounting and finance.

This Department will be headed by an experienced administrator, who
will be assisted by a gradually increasing support staff.

4.6 Advisors

The General Manager will be assisted by a number of advisers, who will
vary in accordance with the current needs of the CDF. Most will be short-term
consultants contracted for very specific tasks. The Projest will also provide funds for
a Mission-contracted Project Advisor. The Advisor will serve as the primary liaison
betweer: the CDF and the Mission Project Officer (RDD). He/she will advise on AID
grocedures and provide day-to-day oversight. The contract will be for four years.
bhe lf\_/lifssiion, the GOCR, and the CDF will then decide if continued assistance is

eneficial.
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5. ADMINISTRATION AND FINANCING OF THE FOUNDATION
5.1 Provision of U.S. Dollar Financed Resources

Once the ProAg is signed, A.L.D. will execute a HB13 grant agreement
with the CDF to fund two CDF staif positions, a General Manager and a Financial
Controller. The Board of Directors of the Foundation will then hire a Generai
Manager to direct the day-to-day operations of the Foundation reporting to the Board
and a Financial Controller reporting to the General Manager.

At the same time A.LD., in coordination with the Foundation, will
contract an NGO to assist the Foundation in building up the Foundation (seeking,
hiring and training staff, etc.) controlling project funds, and in implementing the
Project. The contract will provide for the General Manager of the Foundation to

rovide day-to-day supervision to the contractor with licy direction from
RAIRENEM. Vouchers from the contractor will bs paid by A.l.D. Once the support
contractor is on board, A.I.D./CONT will assess the abilily of the Foundation (with its
staff and contracted support) to control funds, etc.

Upon the successful completion of the assessment, USAID will expand
the scope of the sub-grant (HB-13) with the Foundation to include all of its
implementation responsibilities and will commit approximately $6 million for these

purposes. The Foundation will submit vouchers directly to A.l.D. for grant-related
costs.

In essencs, at the begining this Contractor will do all administrative staft
work for the CDF, based on J)fior approval of the CDF General Manager. The
contracter will assist the Foundation in accounting for A.L.D. funds. Disbursements
for project implementation costs of both dollars and local currency will be tied to the
annual budgets prepared bx_ghe Foundation (for each year after the first year of
project implementation). ese budgets must be approved by A.LD. for
expenditures from the dollar grant and agreed to ("Visto Bueno”) by MIRENEM for
expenditures from the local currency contribution.

In the name of the Foundation and after due approval by its General
Manager, the Contractor will assist the Foundation to recruit and contract personnel,
contract construction of infrastructure, procure equipment and supplies, contract

services and carry out other needed administrative functions. (For detailed terms of
reference see Attachment A.)

Gradually over about a four year period increasing administrative
responsibility will be transferred to the staff of the CDF. Since it will take between
two and three years for the Foundation to become fully operational, including the use
of acceptable procedures for the accounting and control of funds, this contract is
budgeted for at least three years.

5.2. Provision of Host Country Local Currency Financed Resources

All of the HCOLC, both for the Foundation’s local currency grogram
costs, and for the endowment will be assigned to the Foundation by the HB3 Project
Assistance Agresment or amendment thereto. That same

B T
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Agreemerit will impose upon the Foundation audit requirements, per diem limitation,
and currency exchange restrictions, all with respect to the local currency.

A.LLD. and the GOCR have already agreed to program C400 million
from ESR VI and intend to further program C800 million from ESR VIll for the
Project. Of that total C1,200 million, C380 miillion will fund program costs and C810
million will fund the Foundation’s endowment. The C400 million derived from ESR
VI has been programmed by A.l.D. and the GOCR (more specifically, the BCCR) in
Implementation Letter No. 32. All of these funds will be used for the endowmeit.
Pursuant to the HB3 Agreement, wiich the BCCR will sign, it will transfer on written
request by A.L.D. first C400 million and later C800 million to an interest-bearing
account in the BCCR, and agree that all interest earned will be transferred to the
Foundation for Projest uses. Tne BCCR will agree to disburse funds upon
instructions of the Foundation’s fiscal agent, once one has been named.

The fiscal agent, in turn will be hired by the Foundation. A.l.D. and
MIRENEM will approve the Foundation’s contract with the fiscal agent.

The C810 million for the endowment will remain in the BCCR
interest-bearing account until the Foundation establishes the endowment (prior to
the PACD of the Project) at which time the fiscal agent may request the BCCR to
disburse the funds (including all interest earned) to the endowment account. These
funds will not be monetized prior to the PACD of the Proiect. The C390 million for
project implementation costs will be progressively disbursed from this BCCR
interest-bearing account by the BCCR on written request of the fiscal agent. The
rate of disbursement will be limited by local currency monetization agreements.

The C390 million may be disbursed either to an interest-bearing
account outside the BCCK arnc from there to the Foundation, or directly to the
Foundation without an intermediate account. This will be determined in the contract
executed by the fiscal agent and the Foundation.

The fiscal agent will act in accordance with the approved contract.

The contract with the fiscal agent will defined:

a) the fiscal agent's responsibility to manage and account for the
funds and disburse the funds to the Foundatior in accordance with certain
conditions, including:

--  prior submission by the Foundation to the fiscal agent of
neriodic approved budgets;

--  evidence of MIRENEM’s "visto bueno™ of each budget;

- the provision by the Foundation to the fiscal agent of
periodic certified expense statements and cash requests in a
defined format;




-7-

--  MIRENEM's periodic certification to the fiscal agent that the
Foundation's programs are proceeding satisfactorily;

b) the manner in which the endowment fund will be established and
the fiscal agent's responsibilities for managing it, if any; and

c) the audit rights of the Foundation with respect to the fiscal agent
and the fiscal agent’s responsibility to provide audited financial statements to the
Foundation, to MIRENEM, and to A.i.D.

6. ESTABLISHMENT OF THE CENTRAL CORDILLERA TRUST FUND

In order to ensure the long-term viability of the CD¥, the Project includes the
provision of an endowmsnt fund for the Foundation with sufficient (or nearly
sufficient) income to cover at least the minimum recurrent costs of the Foundation
after project funding has terminated.

The endowment will be created from approximately $10.0 millicn local
currency equivalent contribution from the host country contribution. Additional grants
from other donors are also being pursued.

Funds for the endowrnent will be jointly programmed by A.l.D. and the GOCR
to grant them to the CDF for the specific purpose of establishing the endowment.
Immediately after signing the ProAg, the BCCR will transfer the local currency
directly into an interest bearing account in the BCCR or in GOCR Economic
Stabilization Bonds during, the life of the Project. Any additional funds will be kept in
foreign exchange or dollar denominated government guaranteed securities
preferably in Costa Rica for the life of the Project.

Prior to the PACD, the Board of Directors of the Foundation will select and
contract a fiduciary to manage the Trust Fund for the CDF. USAID and MIRENEM
must both approve the selection. The primary responsibility of the fiduciary will be to
manage the investrnents of the funds of the endowment. Selection of a fiduciary
much prior to the PACD is not essential since all funds will remain in secure interest
pearing units capitalizing the endowment fund for the entire LOP so no decisions
need to be made. Althou?D the counterpart colon contribution to the fund will not be
monetized during the LOP, no such restriction will continue after the PACD. The
fiduciary will also handle disbursements from the endowment fund upon the request
of the Board of the CDF. Under no circumstances can disbursements be made from
the principal of the endowment (the original U.S.$10 million quuivaIent). The Central
Bank will submit semi-annual account statements to the COF Board, to A.l.D., and {o
the GOCR's representative (and to the other donors who decide to participate).

Current tax laws may affect the earnings of the endowment fund. The
earnings from the counterpart colon investment may be subject to an 8% income
tax. To the extent that another donor grant is giver to the CDF, it may also be
subject to the income tax. However, as long as the funds remain in the Central
Bank earnings are not subject to the tax. At the decision of the CDF or its fiscal
agent(s) the endowment may remain iri the Central Bank indefinitely or transferred
to other investments after LOP for greater return.
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Although the initial contribution to the endowment will be made through the
FORESTA Project, increase of its capital throu% contributions from other sources
are to be encouraged. It is conceivable that U.S. conservation organisations or
bilateral assistance agencies could be motivated to increment the fund. However, it
is more likely that the existerice of the fund, which assures financing for protection
and management to perpetuity, will motivate these institutions to finance purchase of
land or construction of infrastructure for consoiidation of the national parks in the
project area.

7. MANAGEMENT OF THE TRUST FUND
7.1 During tha life of the FORESTA Project
During the seven years of the Project, the endowment fund requires no
outside management. Periodically the Central Bank will submit routine statements
of the account to USAID, the GOCR, the CDF and to the Trustee.

7.2 M#ortermination of the FORESTA Project

Before year eight, the CDF, in consultation with USAID and MIRENEM,
will select a fiduciary to manage the fund. The legal agreements for these
arrané;ements will be negotiated and signed, at the latest, during the last year of the

FORESTA project.

Beginning in year eight, ihe flow of income derived from the Trust Fund
will be available to the CDF to finance the following:

-- costs of personnel needed for effactive management of the
Central Cordillera and the buffer zones, with emphasis on personnel icr nrotection
(forest and park rangers), extension, environmental education and services for
visitors to the natural areas;

-- acquisition of equipment and materials needed to manage the
natural resources of the Cordillera;

--  maintainance and oparation of equipment and infrastructure;

--  contracting of services; such as maintainance of boundz ries, trails
and visitor sites; studies and research; and educational programs;

- administrative costs of the CDF.
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7.3 Cash flow after the end of FORESTA

It is estimated that, as a minimum, in oder to survive from year eight
onward, the CDF will require an annual income equivalent to US $1.07 million.

Attachment B shows the income which will be generated by the
endowment:

If the $10 million (local currency equivalent) trust fund is established at the
beginning of FORESTA, capitalizing at 22.5% interest for seven years (but at only
4% in real terms), then the endowment will cover all expected operating costs of the
CDF plus continue to grow for the next twelve and a half years (140 months
assuming no additional contributions are made to the fund beyond the initial $1
million (Attachment B).

Additional income which can be expected for the CDF after the end of the
Project (estimated at $190,000 annually) will come from user fees which include:
fees for operating concessions in the protected areas and nominal admission fees.
The amount of this income will exceed $190,000 in value in year eight and is
oxpected to increase at about 10% annually (see Financial and Economic
Assessment, Annex H). The GOCR will covenant to provide all visitor-derived
income from the CDF area to the Foundation. This income will go into the
endowment fund.

In addition, the CDF will be seeking donations from within and outside of
Costa Rica during the life of the Project with the primary intent of purchasing private
inholdings within the protected areas, and after the termination of the Project to
increase the endowment. This additional income is not included in the cash flow
analysis because it is too early to speculate on the amounts that will be donated.

!




ATTACHMENT A

TERMS OF REFERENCE
CONTRACT FOR ASSISTANCE TO THE CDF
The purpose of the contract is to assist the Cordillera Development
Foundation (CDF) in building up its organization and administrative capability.
Initially under the direction and with the authorization of the Board of Directors of the
CDF and under the General Manager of the CDF, the Assistance Contractor will
carry cut the following tasks:

--  establish and operate separate accounts and books for funds from the
FORESTA Project and submit periodic accounting reports;

-- submit requests to USAID for advances of funds;

--  disburse funds in accordance with authorization received from the CDF
and maintain appropriate accounting records;

--  advertise positions, screen candidates and negotiate contracts with
personnel; ‘

--  select office facilities, negotiate rent contract and assist in installation of
office;

--  procure equipment and materials;
--  draft specifications and negotiate contracts for services to be provided,;

--  draw up specifications, select firms, negotiate and supervise contracts
for design and construction of infrastructure, especially the operationa! centers in the
natural protected areas;

-- train CDF staff in organizational and administrative matters and
gradually turn over responsibilities as determined by the Board of the CDF;

-~ stimulate support for and collaboration with the CDF, among national
and international conservation organizations;

--  provide specific technical assistance as needed and agreed upon.

Duration of contract: Four years, with gradually decreasing responsibilities.




ANNEX L
ATTACHMENT B

FORESTA ENDOWMENT FUND
INCOME AND RECURRENT ANAL

The following assumptions underlie the calculation of endowment fund
earnings.

1) This analysis shows the endowment situation or position from the
beginning of the eighth year (when the life of the FORESTA Project ends) and on, in
on?er to determine if the level of the endowment is adequate to sustain the CDF
minimum recurrent costs.

2) The endowment will consist of a deposit to a special interest bearing
account in the BCCR, which would pay an interest rate equal to the rate paid by the
Monetary Stabilization Bonds (Bonos de Estabilizaci .

3) The funds programmed for establishing the endowment are C810
million, therefore ail calculations are made in this currency.

4) It is estimated that the recurrent costs will be approximately
$1,076,500. At the current (1989) exchange rate of 80 colones per dollar, this
represents C86,120,000, which is the figure to be used in analysing the adequacy of
the endowment.

5) The endowment will be capitalized with the interest generated over the
seveg project years. No withdrawals of interests or principal will be made until the
eighth year.

6) An interest rate of 22.5% (actual rate which we assume the BCCR
could pay for this type of investment) is used to calculate the endowment growing
(capitalization) and a 18.5% (inflation rate) to calculate the growth of the recurrent
cost. Accordingly, a 4% real growth rate for the endowment is used.

7) The same interest and inflation rates are used after the seventh year to
calculate the endowment income and to determine the growth of costs.

8) A first transfer of C400 million from ESR VI is assumed to be made in
April, 1989 and the remainder four months later.




RESULTS

Calculations presented in Table 1 to this attachment, indicate that the
endowment will provide, by the first month of the eighth year, monthly interest flows
of approximately C69,700,000 against monthly recurrent costs of C25,950,000.

Beginning in the eighth year, the monthly capitalization available to preserve
the endowment is reduced by the difference between the interest and the costs,
therefore a moment will arrive in which this difference will turn negative and no
capitalization will be possible. It will then be necessary to use the increased
principal to cover the costs.

This moment will occur in the middle of the eleventh year after the PACD, as
zalculated in Table 2 to this Attachment.

CONCLUSION

Our conclusion is that the level of the endowment is adequate to sustain the
CDF with the interests generations, without touching the principal, during
approximately eleven years after the PACD of the Grant Agreement. After that
period of time it would be necessary to withdraw funds from the principal if no
additional funds are provided to the endowment.




TABLE !

ENDOWMENT

initial figures 400,900,299, 0C 7,375, 646,67
Srowing coepound rate
for 4 nonths 1.077%

Erucwaent 3t the end
Di June 430,854,344,3)
2nd trancfer 410,000,000.0C

840,854, 346,31
Groxing coapound rate 3.6151

keculls at the end
of the 7th year:
Endowaent
Montly costs 25,944, 357.67

kesults for Lhe 1st aonth of the 8th year

Endcweent income 69,683,793.53
Recurring costs 25,944,357, 67

Available for capitaliza-
tion of the Endowsent 43,739,435.86
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ENDOWMENT

3,716,868, 958, 08
34 750, 208, 425,94
3,804,367,9%8. 71
3,848,949, 823,70
3,893,954, 347. 26
1,939,384, 352.09
3,985,249, 952.58
4,031,525,591. 96
4,078,239, 639.47
4, 125,384,387, 41
4, 172,71, 048,09
8,220,970,750.75
4,269,414,538.37
¢,318,293,364.37
4,367,608, 089, 29
4,417,359,477.30
4,467,548, 192. 68
4,518, 174,796.20
4,569,239, 741, 3
4,620,743,370.56
4,672, 685,911.2b
4,725,007,471.79
4,777,888,037.37
4,831, 147,445.78
4,884, B4¢, 483. 08
4,538, 981,679.06
4,993,555,502. 7%
5,048,546, 257,72
5,104, 013,097, 18
5,159, 895,019. 10
5,216,210,861.25
5,272,959, 295.86
5,330, 138,824. 36
5,387,747,771.96
5,445,784, 282,02
5,504, 246,310, 32
5,563, 131,619.24
5,622,437,771.89
5,682,162, 124,94
5,742,301,824,34
5,802, 853,796.82
5,863,814, 744,24
5,925, 181, 136. 80
5,986, 149, 205. 08
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