


ABSTRACT
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USAID Costa Rica granted $1,000,000 to the American Institute far Free Labor
Oevelopment in Jurne, 1985, to develop the capacity and economic self-sufficiency of the
National Confederation of Workers (CNT) and its Agrarian Department to administer and
operate an agricultural services delivery system for its farm unions. The system is now
extended to unions in four areas of Costa Rica, covering production of pineapple, root
crops, pumpkin and various fruits. The evaluation was conducted to verify project
progress and to determine if a substantial grant amendment should be awarded.

The consultant visited the five unions which received assistance and interviewed the
management and a sampling of union members. At the Agrarian Department of the CNT he
reviewed job descriptions, qualifications, and administrative practices, as well as the
efficiency, agility, arid general business practices of the marketing arrangements of the
Agrarian Department.

Specifically, the evaluation was concerned with the following poirits: Were the
services to the rural unions technologically appropriate to the individual situation,
timely, and of adequate quality? How did project activities contribute to the
institutional development of the rural unions? Does the Agrarian Department maintain
adequate technical and administrative staff to carry out this activities? Is it capable
of managing union development activities and the agricultural services program over the
long term? Can project activities demonstrate beneficial effects on the level of family
incomes of the rural union members? On job creation? Participation of women?

The current beneficiary group consists of 2,338 union affiliates, almost twice the
level at the beginning of the program, but less than' the target figure of 5,000.
Assuming an average rural family is five members, the total population of beneficiaries
is 11,940 people. The marketing program now provides 10 to 12% of the income of the
union. Since November 1787, an aggressive marketing ‘policy has been adopted, which’
permitted growth in sales and profits. The administrative services of the unions do
not generate revenues. For the medium term, the CNT will pot have the required financial
capacity to cover all of the expenses of the program. = The program has shown a strong
institutional development, based on: The aggressive policy to set up cooperation
agreements with public and private institutions for stronger technical management and a
better external image of th~ programs, and the greater response capacity to changing
market conditinns. The program has carried out an important structural change among the
CNT's affiliates, passing from a subsistence agriculture to a market oriented business
agriculture. The current service supply system is generally functional and efficient.

The aggressive trading policy implemented by the Marketing Department has generated
benefits: i) increased sales with good profit margins, ii) the development of
trustwerthy, profitable business alternatives for the producer, iii) the improvement of
prices levels received by farmers, iv) a greater financial and operating consolidation of
the unions, and v) diversified crop planning and development, adjusting supply to the
market requirements. The program has shown improvement in standards of living, a steady
growth of employment level (particularly of women) and income distribution.
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The program has shown a strong institutional development based on the aggressive
policy to set up cooperation agreements with public and private institutions for
stronger technical management and a better external image of the program, and the
response capacity to changing market conditions. The program carried out an important
structural change among the CNT's affiliates, passing from a subsistence agriculture tc
a market oriented business agriculture, promoting more profitable crops. The current
service supply system of the~program is functional and efficient enough. Nonetheless,
if the services are to be offered to new organization and the number of products
increased, the services mechanisms and strategy should be reconsidered, in order tc
ensure the quality, coverage and timeless of the services.

The aggressive trading policy implemented by the Marketing Department has generatec
benefits: 1) increased sales with good profit margins, ii) the development of
trustworthy, profitable business alternatives for the producer, iii) the improvement of
prices leveis received by farmers, in many cuses are 30% above competitors, iv) greater
financial and operating consolidation of the unions, and v) diversified crop planning
and development, adjusting supply to the market. The program has shown an improvement
standards of living, a steady growth of employment level (particularly of women and
income distribution.

Recommendations

* CNT should implement an administrative and operating decentralization to achieve a
greater efficiency of manpower and logistic resources.

* ONT should set up a Commission to formulate, control and evaluate the basic
activities of the program. The commission should be and advisory organism, keeping the
balance between the political and technical issues. CNT should improve the 1labor
education before the technical program begins.

# ° ONT should set goals for the achievement of economic self-sufficiency, in order to
promote an ordered expansion of the trading activity.

* ONT should increase the working capital for trading, to satisfy the increasing
financial requirements of the more complex marketing plan. It should incorporate the
market strategic planning, as a fundamental element to promote -the trading activity, and
develop a strong and trustworthy market data base to improve the capacity to adapt to
changes in market conditions.
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EVALUATION OF AGRARIAN SERVICES
AND UNION DEVELOPMENT

I. BACKGROUND

USAID Costa Rica granted funds to the American
Institute for Free Labor Development in June, 1985. This
$1,000,000 grant was to be used to develop the institutional
capacity and economic self-sufficiency of the Naticnal
Confederation of Workers (CNT) and its Agrarian Department,
and to administer and operate an agricultuwal services
delivery system for its farm union constituency. Thigs is %the
second such grant since 1983. The system is now extended to
unions in  four areas of Costa Rica, covering production of
pineapple, root crops, pumpkin and various fruits. The grant
terminates May 31, 1988. The mission has been requested to
extend the grant and increase its funding.

II. OBJECTIVE

To evaluate the progress and achievements of grant in
developing institutional capacity and economic self-
sufficiency for selected affiliates of the National

Confederation of Workers (CNT).



S

III. SCOPE OF WORK

In Costa Rica, the consultant will review the project
records and become familiar with the objectives,

history, and activities of the grant.

The consultant will visit each of the five unions which
receive assistance and the services under the grant,
and will interview the local management and a sampling

of union members.

The consultant will visit the central offices of the
Agrarian Department of the CNT and review Jjob

descriptions, qualifications, and administrative

practices.

The consultant will review the buying and marketing
arrangements of the Agrarian Department of CNT for

efficiency, agility, and general business practices.

Based on written records and site visits, the consultant

will render an opinion on the following:

a) What services were provided to the rural unions?
Were they technologically appropriate to the
individual situaticen, delivered 1in a timely

manner, and of adequate quality?

b) In what way did grant funded activities contribute
to the institutional developgent and self

sufficiency of the rural unionas?



c)

d)

e)

)

Doces the Agrarian Department maintain adequate
technical and administrative staff to carry out

the activities funded under the grant?

Is the Agrarian depar tment financially and
administratively capable of managing union
development activities and agricultural services

program over the long term?

Can project related activities demonstrate
beneficial effects on the level of family incomes
of the rural union members? On job czreation or

preservation? Participation of women?

Is the CNT capable of delivering marketing and
agricultural service delivery on its own resources
in those areas where it has been active for more
than three vyears? If not, when can external

support be withdrawn?

Describe and quantify the effects of the provision

of services by the Confederation to members.
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IV. RESULTS

The major results taking into account the points set up

in the scope of work are as follows.
A. SERVICES PROVIDED TO THE RURAL UNIONS.

According to the written and oral reports of the
Agrarian Department of CNT, as well as to the site visits
to the rural organizations, the services given to small and
medium farmers while the program was prevailing are
basically the same ones stated in the agreement, namely,
technical assistance, credit, marketing services and

education.

From the information collected can be demonstrated that
the way in which those services have been offered has
changed significantly. It began in some extent with an
improvised system, with each service being offered in an
isolated way from the other ones, without the integration
and coordination required to achieve the objectives and
goals of the Grant. However, before the real needs of the
rural organization and with the experience acquired by the
Agrarian Department of CNT, changes coriented to improve the
quality and coverage of the services were implemented.
Consequently, the services offered were adjusted gradually
to the conditions of each zone, to the CNT's agrarian
policies, and to the government policies in respect of the

agricultural development strategies.
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Next, an analysis and description of the services
offered under this Grant and their evolution up to date is

presented.
1. Technical Assistance.

At the beginning of the program the technical
assistance was the service which took the most attention and

human resources.

Without a well defined working pregram, the technical
assistance was exclusively oriented to the agricultural
extension in traditional crops as grains (rice, corn, beans)

and vegetables (tomato, chile, coriander, etc.)

This first stage was characterized by the assistance to
the traditional subsistence agriculture, without a clear
marketing structure, so that the main result was the
improvement in yields since a better production technology
was used. From a mere technical point of view, the results
were satisfactory, but within the clobal approach of the
Grant they were not, because of the lack of an effective
coordination with the other services such as marketing,

credit and education.

Since traditiocnal agriculture is not the best economic
alternative for the affiliates of the rural organizations,
the technical assistance was then directed to some non
traditional crops for the external markets and for the

agribusiness industries, such as root crops and tubers
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(cassava, eddoes, dasheen, yamps), ginger, pumpkin,
naranjilla, passion fruit, black pepper, hot pepper,
pineapple, blackberry, hawaiian papaya, soursop, etc. Each
crop identified as an individual prcject is previously
selected accordingly to its marketing and financial
potential. Since thocse crops are little known by the
farmers, coordination with the Department of Education is
carried out te teach training courses or practical
demonstrations with the participation of specialists from

public and private institutions.

Due to the current degree of participation and
programming, as well as to the results which are being
obtained, it could be interpreted that the technical
assistance service is adequate and it is meeting the

objectives for which it was created.

Up to now, the benefits from the technical assistance
service have been very positive, however, considering the
current operative scheme for the granting of the service,
and the eventual increase in the number of projects and in
the number of organizations to assist, the technical
assistance service 1is projected to decrease in terms of

quality, frequency and coverage.

In a very concrete way, Table 1 shows the description
and performance of the technical assistance service from

1985 to 1988.



Table 1. Description and performance of the
technical assistance service
by project, year and region.

T T S D T 0 T 0 70 R 4 et e s i s S L S et e e o e ey i S e ) T S PP S e S - > S T ot Yo S (ot . S > e S S o

FROJECT ZONE N.OF EFFEC. N.OF BENEF. ESTIMATED
COVER.
SITE VISITS FARMERS YIELD kg/ha
has
Naranjilla P.Z2eleddn 384 18 6.000
16
Hot pepper P.Zeledén 18 10 10.000
S
Beans P.2eledén 400 90 1.150
100
Corn P.Z2eleddn 400 95 2.000
125
Experim. farms P.Zeledién Not considered All of the
(passion fruit, as site visits affiliates Pending
2
papaya, soursop, to the orga-
vam, dasheen ) nization
Purple dasheen San Carlos 210 20 10.000
20
(Tiq. lila)
White dasheen San Carlos 35 4 10.000
3.5
(Tig. blanco)
Yamps San Carlos ééb6 4 10.000
3.5
Pineapple San Carlos 90 UCASA 360.000
S
(Cayenna lisa)
Passion fruit San Carlos 435 9 10.000
9 .
(private)
Experim.farm San Carlos Not considered All of the Pending
0.1
(Okra) as site visits affiliates
Purple dasheen Rio Frio 121 17 10.000
11
(Tiq. lila)
Passion fruit Turrialba 120 10 10.000
S

Source: Agrarian Dept. of the National Confederation of Workers (CNT

\




Given the cocnditions stated before related toc the lack
of programming at the beginning of the current program, the
credit service did not accomplish its purpcose of forming
farmers in such a way that they could become credit subjects

befcre the National Banking System (SBN).

A



The lack of experience to manage a credit line from the

Agrarian Department of CNT in that moment, tcgether with the

nature of the financed crops --traditional subsistence
agriculture-- , made the first credits non agile and non
opportune, with little control and an unappropiate
formalization. The problem was enhanced by the lack of an

adequate marketing system and a right receivables policy,
consequently, difficulties to recover the credits granted

were originated.

It is worth mentioning that at the beginning of the
program credit was used as a peolitical instrument to
increase the number of affiliates, and not as a development
tool oriented to imorove yields and small farmer's standards

of living.

Given the disastrous results derived from the credit
policy (this is especially true in the region oF Pére:z
Zeledon), currently the funds are used with a technical
criterion and in association with some other services such

as technical assistance and marketing services.

In figures, the result was a total amount allocated of
Col., 10.606.000 recovered at an average rate of 63%. The
outstanding debts amount to Col. 3.027.900 and according to

preojections from the Agrarian Department, they expect to

recover Jjust 5O % of that quantity.
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To solve the credit and other related services
problems, a reorganization of the whole procedure is

plammed. That procedure currently involves the next steps:

- selection of the crop (project) according to the
marketing potential and agro-ecological potential of

each zonej

- technical selection of the beneficiaries acceording

to individual conditions on each farm;
- training previously tc plantation;
- agile formalization (pignoration cover the harvest);

~ product buying contract (quality norms and a minimum

price are used);

- payments in kind (agricultural inputs) according to
orders of buying approved by the Technical
Department, labour contracts and land purchases are

not financedj
- directed and programmed technical assistance;

- order of purchase to harvest if required by the

buyery
- crop sales by the Department of Marketing;

- cash of the invoices by the Financial Department;

Q)



- reduction of debt (principal and interests) and

utilities return to the farmer.

With the mechanisem described, credit service is now
agile, opportune, with a high recovering rate so that the

initial objective is now beginning to be met.

3. Marketing.

The marketing service by the Agrarian Department of CNT
is perhaps the one with the most significant evolution

during the develcpment of the present grant.

From being a service strictly designed for the support
of the Technical Assistance Department at the beginmning of
the grant, with the objective of selling and looking for
buyers for those producte the Technical Assistance Dept.
decided to support, the marketing service has become the
leader service and the promoter of the agrarian grant, it is
now the main source of revenues tending to get the economic

self-sufficiency.

At present, the marketing service is the one which
guarantees the rural organizations of CNT in some extent the
profitability of ¢the projects executed; since the previocus
research carried out to 1look for stable buyers assures the
farmers with the sale of their crops at just prices. This is
one of the most significant advances of the Agrarian Program

of CNT, since it offers a solution tc one cof the most

10
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critical problems of the agricultural sector in developing

countries: the agile and profitable marketing of produce.

In @ summarized way, the marketing service of CNT

operates as follows:

- it identifies markets of agricultural products for
non traditional exports and for agribusiness

industries, according to that,
- it carries out demand researches;

- it identifies marketing channels, prices, qualities,
supply quantities and other conditions of the

markets;

- together with the Technical Department it selects

the zones and farmers that will participate;

- it negotiates with the buyer the terms of the

buying-selling contract;

- it determines the sowing program according to the

market needs;
- it determines the harvest timej and

- it coordinates with the Education Department the
training at post-harvest management level, the
procedure ends until ¢the product is in buyers’

hands.

Py /b‘



From the previcus lines could be concluded that the
marketing service fulfills the expectatiors of the rural

organizations and it achieves the objectives of the Grant.
4. Education.

This service --as it is stated in the subscribed
agreement between CNT and IADSL-- should coordinate the
technical and democratic union promotion and education of

the whole agrarian program of CNT.

As it is true for the cther three services, education

has not always performed the role assigned in the Grant.

At the beginning of the Grant, union democratic and
technical education went almost unnoticed. It was not
present the fundamental role it plays as a linkage between
the technical aspects and the policy objectives, in the
sense of Strengthening the agrarian, free and demccratic

union movement in Costa Rica.

Since the reorganization of the Agrarian Program of CNT
carried out in December, 1987, the education service has
resumed its original functions and at present it develops a
program of union education with the five beneficiary rural
crganizations ¢f the Agrarian Program, in addition, it
coordinates with the Technical and Marketing services the

technical training required for both departments at

differant levels such as technicians, leaders and farmers.
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In a general overview, the services given by the
Agrarian Department te the rural organizations are
appropriate and meet in a satisfactory way the objectives

they were created for.

B. G6RANT CONTRIBUTION TO THE INSTITUTIONAL DEVELOPMENT AND

SELF-SUFFICIENCY OF THE RURAL UNIONS.

The beneficiary rural organizations inveolved in the
Agrarian Program of CNT, could not afford by themselves the
development of directed agricultural projects. This is true
not only because of the economic and human resources needed,

but alsc because of the managerial capacity required.

Even the National Confederation of Workers (CNT) did
have neither the managerial capacity nor the experience
required to execute a program of this nature, that is why
problems of coordination among the different services were
present at the beginning of the grant, with the modest

results obtained as described before.

Nonetheless, during the last three years a valuable
experience has been generated, and the CNT has been able to
reorient its agrarian program improving its administrative
structure in the last year. This has meant favorable results

not only for the rural organizations involved but also for

the CNT itself.
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Each of the services currently coffered by the Agrarian

Procgram

to the farm unions is coriented te strengthen the

institutional development and to get the operative and

econocmic

self-sufficiency for both, the beneficiary

organizations and the CNT, as detailed as follows:

In relation with the technical assistance service,
each rural union has one or more technicians
-—according to the quantity of projects managed--,
which are native work zone functionaries, affiliated
to the corresponding organization and in some cases
they are the leaders of the organization. These
technicians are directed by the Technical Assistance
Department. The Chairman of this department gathers
them once a week to coordinate the technicians work.
At a regional level, the technicians are under the
subcordination of the General Secretary of each farm

union.

In credit management, each organization has an
active participation to select the beneficiaries, to
prbmote the project, and to collect information for
contracts and quarantees. The Financial Department
of CNT has been ¢training one functionary from each
organization during the last montRs so that they
carry out locally some of the credit formalization
and outstanding debts recovery procedures. As an

incentive to the rural organizations for the

14
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recovery of amount due, the CNT gives‘tham S04 of
the recovered interests in order to coocperate with

the economic self-aufficiency.

The marketing service has trained two organizations
developing marketing projects (UCASA and UTRAIPZ) in
the performance of some marketing functions such as
transport, management, selection, package, etc. The
"learn by dcing” thecory in additicon teo supervision
and training is producing good results in the
marketing projects. The intensity of the advising
and monitoring given by the Marketing Department of
CNT to the organizaticons when they begin their
trading activities decreases gradually as time
passes. CNT alsc gives as & cocperation to the
erganizations a S0 4 of the '"commissions" or
"profits”" generated by the trading activity as the
Agrarian Program qoes on with the advising. This
percentage will increase to the organizations as CNT

decreases its participation.

Education is the 1linking activity among the other
services and it represents the base of the whole
agrarian program to reach the self-sufficiency and
institutional development. It will make the
difference for the corganizations to achieve the mid
term objective of becoming independent from CNT,

developing projects to strengthen their economic,



technic and democratic aspects all by themselves.
If true importance would have been given to union
education and technical training since the beginning
of the grant probably some of the organizations

would be near the self-sufficiency at present.

Taking into account the latest and available income
statement, and the aggressive commercial policy carried out
by the marketing department, the toctal earnings generated by
marketing activities accounted for the 9 % of the total cost
of the program. This 1is a very important indicator toc show
the actual level of economic self-sufficiency, that can be
improved over time through a strengthening of marketing
activities and an expansion of the current level of

operations via a sustained increase in working capital.

Another indicator of the strong instituticnal
development and the gradual consclidation of the program is
the aggressive external increase of trading contracts and
technical cooperation agreements with many trading firms and

organizations, as presented in Tables 2 and 3.

In conclusion, the steps the CNT is taking currently,
show the development of institutional capacity, which is
subject to improvements mainly in order to transfer it to
the rural organizations. This |is necessar; te increase the

impact of the program and to help the strengthening of the

democratic agrarian union movement.

16
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Table 8. Trade and and training agreements

established by the Agrarian Department

EDUCATION

& TRAINING

AGRIBUSINESS COMPUT

CONTRACT SERVIC

T S S U 0 D i i S el it i S S D et S e e e e e e i i e S et . et (e S e e o S e P S A D GO - i S S S P oS St S P e S P e e oo S S e e i 4

TRADING,
INSTITUTION PURCH.& SALE
OR FIRM CONTRACTS
Inversora Vegetables &
NICOA S.A tubers
MULTIFRUT Fruit pulps
HORTIFRUTI Fruit pulps

(Mas X Menos) (blackberry,
naranjilla,
soursap)
Inmtituto Nal.

de Aprendizaje

( INA)

Expor taciones
Técnicas (Rolando
Ceccotti

Luis Peitrequin

Ugalde

Instituto de
Fomento Agroin-
dustrial (IFAIN)

Nuria Calderédn

Professional
training to
CNT affiliates

Agribusiness &
marketing;
Project formula-
tion anc ‘valua-~
tion.

Recording traini
and advising

Pineapple
seed (Cayenna
lissa)
Mkting

Financi

Depts.

ng

Source: The author based upon information submitted by the Agrarian

Department.
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Table 3. Technical assistance agreements

established by the Agrarian Department

INFRAS-

INSTITUT. RESEARCH TRAINING TRUCTURE

—— —— —— —— — ———— o — T — - ——— —— - Pt (S o Ty T S U Mo o Bt St S S . S —— S 8 R — ——— —— At D Pt S T T S e — — —

TECHNICAL
PRODUCTN. ASSISTAN. CREDIT

Centro Agro- To Agrarian Root crops

némico Tro- Frogram Staff and tubers

pical de In- and leader seed repro-

vegtigacian farmers. duction

y Ensenanza Pending. program.

(CATIE) Pending.

Consejo In non tra-

Agrope- diticnal ex-

cuario portable

Agroin- products.

dustrial Pending.

Privado

(CAAP)

Instituto To Agr .Program

de Fomento staff and

groindus-— organizations,

trial in marketing

(IFAIN) agribusiness

credit and
projects

Instituto de Offices, secre- In produc-

Desarrollo tary and comu- tive projects.

Agrario nication ser- Pending

(IDA) vices. Pending

Banco Nal. Possible

de Costa financin

Rica of S0 ha

(BNCR) of roots
and tube
Pending.

Ministerio
de Agricul-
tura y Ga-

naderia
(MAG)

In produc-
tive projects.
More support
is needed.



«.e.Table 3 continued
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INSTIVUT.

RESEARCH TRAINING TRUCTURE

INFRAS-

TECHNICAL
PRODUCTN. ASSISTAN.

T S D G S G e e Bt e e Wt Y .t S P > ) e U S _—— —— = S P - — G " W4 S0 S Gt mam e e TP S e S ey e o " T} o o v o . et

Bance Coopera-

tivo/Programa
de incremento
en la producti-
vidad agricola
BANCOOP/FPIPA

Fundacién
Agricola In~
teramericana
(FIA)

TECHNOSERVE
INC.

Organizacién
Regional Intera-

mericana del
Trabajo
ORIT/CIOSL

Banco Intera-
mericano de
Desarrollo

Ascciaciacién
Costarricense
de Desarrollo
de Empresas
(ACORDE)

Instituto
Nacional de
Aprendizaje
(INA)

Donation
of equipment
Pending.

Administra-
tive and fi-
nancial for
organizations
staff.Pending.

Interins-
titutional
training.
Pending.

Financin
from

BANCOQF .
Pending.

Funds fo
Agribusi
ness
plants
Pending.
Funds

Pending.

Funds
Pending.

Source: The author based upon information submitted

Department.

by the Agrarian

A




C. TECHNICAL AND ADMINISTRATIVE STAFF OF THE CNT'S AGRARIAN

DEPARTMENT .

In the two previcus points I have described mistakes
and limitaticna presented at the beginning and during the
first two vears of the grant. As indicated, the lack of
experience in managing programs of this kind has been one of
the reasons for those mistakes and limitations, ancther one
very close to the first one is the lack of technical and

administrative experienced staff.

When the program fell into a minimal activity point,
the decision to contract a new program director was taken.
One of his priority responsibilities was the reorganization
of the whole Agrarian Program, in order to divect it to meet

the objectives the Program was created for.

On September 15, 1987, the new director began his job
after a period of analysis, diagnosis and visita, and in
November §987 he presented an administrative recrganization
propo;al, which after the addition of the observations from
IADSL and CNT, was approved by the Confederation's Executive

Committee. The proposal was implemented since December 1,

1987.

Such reorganization implied some measures like cutting
back and relocating some personnel and contracting suitable

staff, according to the new needs, setting up a new chart



with the corresponding responsibilities and functions (see
- Annex 1), A Controls and Procedures Manual had to be made
and implemented for the different activities developed.
Everything was planned for the improvement of the services
offered by the Agrarian Program to the rural organizations,
having present the cbjective that they reach the self-
sufficiency. An objective staff selection was carriéd out
for the wnew vacancies, considering academic backgvround,
ability and mainly experience. Under this approach was
selected the Program Director and later the Marketing
Department Chairman, the Legal Adviser, the Unicn Educaticn
Adviser, an additional accountant, twe technicians and
administrative support staff. The Financial Department
Chairman and the Administrative Department were selected
from the old perscnel, and the Technical Assistance
Department Chairman remained the same. Scme of the support
staff in those departments were relocated to positicons in

more agreement to their abilities, experience and

preparation.

As a complement to the administrative recrganization, a
technical and administrative training program has been set
up through agreements with organizations specialized in
professional training such as the Instituto de Fomento
Agroindustrial (IFAfN), the Instituto Nacicnal de
Aprendizaje (INA), the Programa de Capacitacién Profesional

(PROCAP/CINDE)Y and the Centro Agronémico Tropical de

Inveatigacidn y Ensefanza (CATIE).
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After interviews with the managerial and medium levels
staff in the central coffices of CNT as well as in the rural
organizations, avaluating the functions and results
cbtained, the conclusion is that the administrative and
technic capacity to execute the current activities develcped

under the grant is present.

The current administrative scheme --with two
organizations in the consolidation phase (UCASA and
UTRARIPZ)-- is functional and able ¢to offer a strong
logistic support to the operative and technical management
of the Grant. However, it is worrth mentioning that the
existing administrative and technical staff will not be
encugh to assist in a satisfactery way the eight rural

organizations projected to be invelved in the short term.
D. FINANCIAL AND ADMINISTRATIVE CAPACITY FOR THE LONG TERM.

Even though the grant is a private program oriented to
the economic self-sufficiency it is necessary to consider
its social political objective: the strengthening of the

free and demccratic agrarian labor in Costa Rica.

In that sense, the financial analysis for the program
until now and for the short and mid term projections shculd
not only consider the normal efficiency indicators commonly

used for financial develcpment orgaﬁizations.

The Agrarian Program of CNT as a technical tool is more

a services program than a financial mechanism to allocate



and receive funds. As a matter of fact, the criginal budget
allccation of the grant, determines that only a 17%
(4300 000) of the total amount is to be used as the credit
fund. This fund is allocated at an annual average interest
rate of 1B %, which ie less than the cost of capital in the
financial market (32%) but reasonable considering the credit

conditions of the financial development organisms.

The recovering of the principal in addition toc the
correspending interests constitutes one of the two sources
of income of the Program. The other scurce of rescurces is
the gross utility of sales coming from the products sold in
the financed preojects. Such utility or margin is not very
significant since the nature of the program itself considers
the maximum benefit for the farmers paying to them better

pricas than those the intermediaries offer.

It should be considered that both sources of income are
shared in a 30 % with the rural organizations inveolved in
the Grant to help them achieve the economic self-

sufficiency.

According to the most recent accounting information the
revenues ganerated from both; marketing and credit services,
represent a 10 % of the total program expenditures. This
suggests the level of trading profitable operations should
be increased, the recovering of the accounts receivable
should be improved and a new more effective credit policy

should be applied trying to decrease the risk. Therefore the
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program could increase significantly and steadily its

econcmic self-sufficiency laevel.

In addition to what was described in the previous
lines, there are some others factors affecting the current
financial situation. Firgt of all, it wunderlies the
cutstanding accounts of Col. 3.027.900 mainly originated
from the first credits allocated, having serious technical
and legal limitatiens for its recovery, besides, the
Agrarian Program offers services hard to charge in the short

term to the rural organizations, such as the technical

assistance, union training and education, maintenance,
repairs, administrative expenses, the payment of 10
activists, an education adviscor, an assistant and a

secretary for the General Secretary of CNT and cother support

sarvices.

Then, it is concluded that at present the Program is
not financial}y able to keep in a self-gufficient way the
sarvices offered. Even more, in the short term the financial
independence is not feasible unless: i) a greater amount of
credit be managed, allocated in profitable activities and
raecovered at a high ratej ii) the working capital for the
trading activities be steadily increased, in order to give
enough and opportune financing to such profiktable activities
~—-they are generating net utilities and are expanding--

which could bz substantially increased in the short term.
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E. BENEFICIAL EFFECTS OF THE PROGRAM.

1. Production, marketing and agroindustrial

projects.

Below is presented an analysis of the different
productive projects, describing the positive impacts of the
program. Financial reports for the last two years of the
grant were reviewed and interviews with managers,
technicians, and farmers were taken. The results presented
correspond to the last two vyears, since there are
limitations on the information for the first vyear, for

instance, no written work reports were available.
a) Naranjillas

Between January and March 1988 the Agrarian Program
traded the production (first harvest) of 25 financed
hectares of naranjilla from 24 farmers in FPérez Zeleddn, all
affiliates of UTRAIPZ. The global financed amount reached
Col. 335.018 , including the making of the nursery, land

preparation and purchase of agricultural inputs.

The total production traded through a contract with
Multifrut S.A. was 58.212 kg of first class naranjilla, the
total value of this product in Férez Z2eleddn was
Col. 1.238.863, From that amount the quantity received by
farmers as purchase value reached Col. B864.387. This

represents a price of Col. 14.8/kg at farm—-gate level, while
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price paid by intermediaries was Col. 10 - 128 /kg at farm—-
gate. Local transportation cost was Col. 150.100 for moving
production from farms to the stock center in Pérez Zeledén.
Finally, nat wutility reached Ccl. 224.382 (22.12 4 of the
total coste) and it was shared in same amounts between CNT
and UTRAIPZ. Considering that naranjilla is not the main
source of income for any of the invelved farmers, important
effects on additional family incomes were achieved.
Furthermore, if a rgpsonablé maintenance is given to
plantations, farmers .will go on having the same or bigger

revenues during the useful life of the crop, estimated in 10

years,
b) Root crops and tubers:

In January 1988 began the cperation of a package and
assembling center for agricultural products from UCASA in
Pital, San Carlos. The Marketing Department of the Agrarian
Program negotiated a contract with the agri-exporter firm

NICOA S.A. for the package of fresh exportable cassava.

Up to March of current year 3.389 boxes of 50 lb of
fresh cassava (78.087 kg) , 4.032 kg of eddoes, 12.396 kg of
purple malanga, 138 kg of yamps and 2.7288 kg of ginger were
aold to NICOA S.A. In addition, 74.890 kg of second class
cassava were sold as a result of the export‘}ejection. Alsc,
through another contract with the firm PASADENA, 9.355 kg of

exportable ginger and 4.000 kg of second class pineapple

were packed.



From these business between January and March 1988, the
next results were obtained: a total value of scld production
of Col. 1.932.888, costs of row materials paid to farmers of
UCASA of Col. 1.118.800, administrative expenses and plant
costs of Col. 445.1289; reasulting a net utility of
Col. 342.184 which has been invested as working capital to
purchase row materials and that will be shared in same

amounts between CNT and UCASA.

Cagsava was paid tc farmer at an average price of
Col. 192/qq in the packing plant, while other buyers in the

zone paid an average price of Col. 160/qq.

This commercial activity has generated 35 direct jobs
in the packing plant, 30 of which are female personnel
involved in classification, washing and packing tasks. Alsc
more than 80 UCASA affiliated farmers have been benefited
which have scld their products at better prices than those

offered by the competitors.

To guarantee the constant supply of row materials to
the packing plant, a sowing program of root crops and tubers
has been initiated, and it is been financed by funds from
the Agrarian Program. It consists of an agreement for the
programmed sowing of 57.5 hectares of croaé such as purple
and white malanga, eddoes, yamps and dame. The financing of

this project reaches Col. 1.040.000, for land preparation,

seed and agricultural inputs. The beneficiary group consists
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of SO farmers from Fital of San Carlos and & farmers from

Rico Frio.
c) Agroindustrial project (fruit processing):

A feasibility study to install a fruit prccessing plant
in Férez Zeleddén was carried cut with the objective cof
taking advantage of: i) the agricultural economic potential
the zcne offers; ii) of the coumparative advantages in fresh
and processed product transportation the zone presents
competing with agroindustries from the Central Valley;
iii) of the possibility to improve the aggregate value of
regional preducts; and iv) of the opportunity to generate

rural employmant.

Eince the technological, marketing and economic
indicators were satisfactory, it was decided to aset up an
agreement with CITA (Centro de Investigacidn en Tecncleogia
de Alimentoa) to lend the required equipment and bring the
technical assistance. UTRAIPZ got & building lent by the
Pérez'Zeledén Municipality without any cost to install the
machinery; CNT Marketing Department negcoctiated a contract to
sell fruit pulps te HORTIFRUTI S.A., a firm which supplies
48 supermarkets all around the country, and the Agrarian
Program has financed Col. 700.000 as working capital. Under

such conditions the fruit processing plant began to cperate

since last March 28 (blackberry, pineapple, naranjilla).

es
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According to estimates, in one year the project will
benefit arcund 300 farmers, and in the mid term (four years)

about 1200 affiliates to UTRAIFPZ will be involved.

2. Employment generation of the Program.

According to Table 4, the following aspects could be

inferred.

The total number of direct jobs currently generated at
the agroindustrial stage is 81, with an cccasional personnel
employment of 133 jobs in four months per year (agricultural

stage).

In the short term there exists the capacity to
duplicate the permanent employees and get tc 162 jobs, and

to offer 261 occasional jobs for a four months contract.

From the 81 direct current jobs, the 91% corresponds to

UCASA | organization, since it is experiencing a strong

production and trade expansion of root crops and tubers. In
UCASA the female labour represents the 74% of the total
direct manpower, that percentage reaches 73% at the nationﬁL
pregram level. UCASA and UTRAIPZ are the most important
organizations in terms of employment genmeration accounting
for 79% of the total employment generation figure

(214 jobs).

e
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The occasional labour corresponds to the agricultural
stage and it is basically conformed by men (94%4), with the

exception of the SINTRAG project in Guanacaste.

From the cuwrrent total employment generation
(214 jobs), the direct jobs represents a 384 while the

occasional jobs represent a 62%.

The current aituation of employment and the strong

projected expansicn implies the next points:

-~ an improvement of farmer's family standard of
livings

- a better income distribution via salaries;

-~ a strong monetary injection to the local economy,

which affects positively the sectors of services,

industry and trade;

- a strengthening of the labor movement and of the

external image of the program among its members
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Table 4. Employment Generation
of the Agrarian Program 1/

T S S S i D g T T T M i et e s i s e e e A G e S e S it S e S - A " et 0" o -

Current employment.

Bource: Author based on information submitted by the Agrarian
Depar tment.

F. I8 THE CNT CAPABLE OF DELIVERING MARKETING AND
ABRICULTURAL SERVICE ON ITS OWN RESOURCES?

According to the most recent Income Statement of the
pregram, the marketing incomes acceocunt for a 10 Y% of the
total program expenses, this means in current conditicns the

self sufficiency level is relatively low.

The following agspects have contributed to that low self
sufficiency level: i) it is only in the last months when the
aggressive trading pcolicy of the Marketing Department has
been implamented, increasing on a steady way and in
profitable conditions the sales levely ii) given the wrong
cradit policy, the allocation and recovery of funds was
deficient, as a result, the current outstanding debts
account for Col., 3.000.000, this means that incomes coming

from the credit management have been relatively low, and the

i T T
ORGANIZ.| AGRICULTURAL STAGE FAGROINDUSTRIAL STAGE TOTAL
I | PO R | e j P I
MALE FEMALE MALE FEMALE M+F i
r —————————— -‘r— --------- S S S S — R e —— YT T e e e - - g ————
UCABA 28 o 19 S5 108 48
UTRAIFPZ 59 0 3 4 66 31
UNITAICA 4 2 - - 6
UCASARA-
FlRUI 13 - - - 13
BINTRAG 21 6 - - 27 13
r— ————————— T e —— $mT e o m———————— L nieatheniemdandund enbesdd g ———— E Senbaed
TOTALS 123 8 e2 59 214 JIOO
P ) P | B, | P | I | P— —




receivable accounte reach a 29 %4 of the current asset;
iii) the only service generating important internal revenues
is tha marketing service, and there are some services which
are important to achieve the objectives proposed, do not
generate revenues and represent a strong financial and

administrative burden.

According te such previous reasons and to the criterion
of technical and managerial personnel cof the program
(CNT/PAN), the National Confederation of Workers do not have
the financial capability to assume the total expenses the
delivery of agricultural and marketing services demand.
There is unanimous agreement among technicians and managers
that in the short and mid terms, it would be very hard to
generate the financial funds required to the normal

performance of the program through internal coperations only.

A strong and steady increment at the income level could
be achieved if: i) a strong sales expansion of the
exportable products is reached, together with an increase in
the profitability levely 1ii) in the mid term encugh
marketing capacity as to export by itself products to third
markets is developed} and iii) the financial and
administrative burden of some services which do not generate

revenues but only expenses is balanced.
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G. EFFECTS OF THE PROVISION OF SERVICES BY THE

CONFEDERATION TO MEMBERS

Some aspectis related ¢to this subject have been

menticnad in the previcus items.

According to site visits, producers, CNT and
organizations managers and technicians, both, the delivery
of services and the c¢perating scheme used have been

functional and fairly efficient.

Novnetheless, the strong expansion of productive
projects, the trading activities and the opening of services
to new organizations have made necessary to change the
services supply strategy and to reorient the cperating
scheme, to improve or at least to keep, the quality,

intensity and coverage of the servicas.

A precise and trustful quantification of the impact of
gervices, has been constrained by the following limiﬁations:
i) the, available data base of the program is quite deficient
and poor; ii) it does not exist neither statistical records
nor performance or productivity indicators for the different
services delivered; 1iii) there is need of an affiliates
gccial economical profile in order to estimate the
incremental improvement on affiliate's oonditions as a

result of the services offered.

In apite of such limitations, some additional tables

about marketing and credit services have been prepared.
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The marketing management has generated both, a strong

diversification of profitable exportable crops and a strong

agroindustrial development. It has alsoc contributed to the
virtual consclidation of organizations such as UCASA and
UTRAIPZ.

On Table S some indicateors about trading activities

raesults are shown. It should be noticed as in a six months

pericd (Dec.1987 to May 1988) net utilities on sales reached
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almost Col. 844 thousands, being wnaranjilla, first class
cassava and ginger the most important products, which all
together represent a 93 % of the total income.

Table S. Performance of the marketing

service.

TRADED ROW MAT. TOTAL NET

FRODUCT VOLUME ZONE CcosT SALES UTILITIES
(us or kg) (Col.) (Col.) (Col.)

Blackberries 1.874 kg UTRAIPZ 100.552 113.77S 13.222
Naranjilla S56.726 kg UTRAIPZ 1.014.486 1.238.868 284,382
iC.Cassava 318.650 us UCASA 1.334.509 1.688.845
€C.Cassava not avail. UCASA n/a n/a n/a
Ginger 48.508 us UCASA 671.3576 876.625 205.049
Eddoes 8.750 us UcCABA 40.604 61.3035 20.700
P.dashaen 30.050 us UCASA 232.259 271.710 19.451
Yamps 300 us UCASA 2.994 2.700 106
Pineapple 8.696 us UCASA 25.35%50 32.000 6.650
TOTAL 3.441.932 4.285.829 843.897

Sources Agrarian Department of the National Confederation of
Workers (CNT),

N



In respect to credit, on Table 6, it could be noticed
as in a three vyears pericd Col. 10.600.000 were allccated.
These funds reached 803 affiliates, resulting an average

individual credit of Col.i3.208.

Table 6. Performance of the credit
service.
(Thousands of colones)

N ) et St ey et ) T e} A S e T P (e e e M S S T — T — - ——— — " T St " W - ———— — S — S s S S ) o S — T o o Tt S S o

ALLOCATED N.OF % RECO- AMOUNT

ZONE PERIQDS AMOUNT BENEFICIAR. VERED DUE

UTRAIPZ 84-85-86 8.503.1 666 75.0 2.143.3
UNITACA 86 69.9 88 43.9 o44.2
RIO FRIO 84-85-84 9533.1 c6 71.1 275.6
UCABA 88 16.2 1 - 16.2
SINTRAG 88 83.7 23 41.9 48.6
TOTAL 10.606.0 803 3.027.9

. —— — . —— ——— ——— - —— —— — T (o S G o -~ P S o ———— — S t——— (—— — E__. | S (o —r——— " m— ——

Source: Agrarian Department of the National Confederation of
Workers (CNT).

It is important to notice the high credit concentration
on UTRAIPZ., In terms of amount and beneficiaries, credit to

UTRAIPZ represented 81 and 83 % respectively.

The recovery of credit has been slow, data shows a

receivable accounts recovery rate of 58 ¥%.

Nonetheless, even though the current recovery
percentage is high, in monetary figures the receivable
amount is 2.1 millions of colones, it represents a 71% of

the outatanding debte. Such receivable due reaches 3
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millicns of colones, which is a 28.5 % of the total

allccated rescurces.

On the other hand, educaticn has conly included the

union aspects with the following results shown in Table 7.

Table 7. Number of participants on union education
programs by organizations.

ORGANIZATION N. OF PARTICIFANTS
UCASA 25 affiliates

UCASA 35 proc.plant personnel
SINTRAG 21 affiliates

TOTAL 81

e S s . e S — o ——— T —— _— _— — — S — T fop o o et Ut Sy Gy T T Y G T o P " S S S St S St S ——

Scource: Agrarian Department of the Natiocnal Confederation of
Workera (CNT).



V. CONCLUSIONS

1. The current beneficiary groups consist of roughly
2.338 union affiliates in the four actual zones of operation

broken down as follows:

ZONES ORGANIZATION NUMBER OF AFFILIATES
San Carlos UCASA | 588
Pérez Zeledén UTRAIPZ 600
Turrialba UNITAICA 400
Rio Frio UCASARAPIQUI 750
TOTAL 2.338

After three years the present level of union affiliates
reached 2.388 members, figure that is almost twice the level
at the beginning of the program (1.250 members). However,
2.388 is still low if compared to the total target figure
that was expected to reach 5.000 affiliate members. All the
zones show positive rates of increase, setting aside Pére:z
Zeledén that showed a reduction of a 16%, taking 1985 as a

base year.

To a certain extent this behavior was due the erroneous
credit policy, applied to the farm unions. Credit was used
as a political tool ¢to gain affiliates, instead of a

technical instrument.

Taking into account that the average rural family is
five members, the total population of beneficiaries

increases to 11.940 rural dwellers.
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2. Currently the ecocnomic self-sufficiency level is
relatively low and it reaches about 10 o 12 %. However, it
is important to take 1into account that in the last six
months an aggressive marketing policy has been adopted,
which permitted a strong growth in the sales level at
profitable conditions, such situatien generated increasing
income levels. Also, it should be noticed that a great
amount of the administrative and financial funds of the
program are spent in services which do not generate
raevenues. Thus, the only net utilities generator service has

been the marketing service.

3. In current conditions and for the short and mid
term, the CNT will not have the required financial capacity
to cover by itself all of the expenses the.program demands,
as a result of the agricultural and marketing services which
should be delivered to the affiliates in a growing,

continued and timely manner.

4. In less than a year, the program has shown a strong
inatitutional development, taking into consideration:i i) the
administrative and functional changes that have been taking
place in order to act in a better accordance to the
objectives of the program; ii) the aggressive policy to set
up cooperation agreements with publice and private
institutions tending to a stronger technical management and
to a better external image of the program; and iii) the

response capacity to the changing market conditions the
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program has achieved befcre the growing demand and purchase

requirements from export trading companies.

S. The program has been able to carry out an important
structural change amcng the CNT's affiliates, through
passing from a subsistence agriculture toc a market criented
business agriculture, promoting more profitable crops with
great market perspectives such as: roots, tubers, fruit

pulps, etc.

6. The current service supply system of the program is
functional and efficient enough if applied to crganizations
such as UCASA and UTRAIPZ. Nonetheless, if the services are
to be offered ¢to new organizations and the number of
proeductive projects increased, the services supply
mechanisms and strategy should be reccnsidered, in order not
to affect the quality, coverage and opportunity of the

sarvices.

7. The aggressive trading policy implemented by the
Markeéing Department has generated among others the
following benefits: i) an increased sales level on
profitable conditions); ii) the development of trustful and
profitable business alternatives for the producergy 1iii) a
greater regional competence; iv) the improvement of price
levels received by farmers, which in many cases are above
30% than those offered by competitorsy v) a greater
financial and operating consolidation of some organizations

such as UCASA and UTRAIPZ; and vi) the diversifying crops
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planmming and development, using the right apprecach of

adjusting supply to the market requirements.

8. The program has shown a gstrong institutional
development and a significant trading impact, as well as:
the improvement in affiliates standards of living, a steady
growth of employment level (particularly female) and income
distribution. These conditions have improved in a great
extent the lecal economy and have strengthen the labor

movement.

Given the conditicns stated before, it is convenient to

keep and increase the financial support toc the program.

40
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V1. RECOMMENDATIONS

i. It is highly recommended to implement in the short
term an administrative and operating decentralization, since
current service coffering coperative schemes need to be
changed. This ceoculd be done through the development of
regional technical and administrative capacity
(organizations) in order to achieve a greater efficiency of

manpower and logistic resources of the program in the short

and long term.

2. Setting up of an Agrarian Commission, conformed by
the General Secretary of CNT, the PAN/CNT Director, the
IADSL. Agricultural Advisor, the Secretary of UCASA, and the
Secretary of UTRAIFZ. Such commission will formulate,
control and evaluate the basic activities to be aﬁalyzed by
the Program in tha achievement of its cobjectives. In
addition, the commissien shoculd be a coordination and
advising organism, in charge of keeping the balance between
the political and technical issues in order to guarantee the

achievement of the objectives and goals of the Frogram.

3. In the short term and as the regicnal operating
capacity will be developing, it is recommended to
concentrate efforts and rescurces on those corganizaticns
with the greatest consolidation degrae, sJ;h as UCASA and
UTRAIPZ. On the other organizations it is necessary to

improve the labor education before the technical program

begins to run in a regular way. That would permit tc bring
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administrative and financial support to the trading
expansiocn of the program without affecting the quantity,
quality and promptness of the services offered to

affiliates.

4. CGuantitative goals should be set up for the
economic self-sufficiency achievement; thus for the first,
aecond and third year a 20, 30 and 40 % of economic self-
sufficiency could be respectively proposed. To reach those
percentages is recommended to vary the services supply
strategy (development of regional ocperating capacity) and to
promote an cordered expansion of the trading activity 1in
profitable conditions 1in order ¢to increase the net incomes

level on a steady base.

5. It is necessary to recrder the whole administrative
and cperating scheme, since the strong program development
shewn in  productive projects, cooperation agreements and
trade contracts in the last months, in order not to decrease
neither the technical effectiveness nor the quality and

coverage of the services.

4. To work on a semester budget base instead of the
current monthly one, to achieve a greater flexibility and
agility in the rescurces management guaranteeing the

adequate and timely financing. This will help to the ordered

development of ihe marketing capacity of the program.
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7. To increase the requirements of working capital
demanded by the trading activities to reach a steady orcowth
of sales in order to satisfy the growing needs of the market
and buyer firms (Inversora Nicoa, Pasadena S.A., Multifrut

S.A., Hortifruti S.A., etc.).

8. It is necessary to use Cash Flows, PFProfit and
Losses Statement Projections and the Statement of Changes in
Financial Position as financial planning tools, which will
help the achievement of the program objectives. Such tocls
could be used, among other things, to determine whether or
not it exists financial capacity to support the marketing

activities.

9. The implementation of an evaluation, control and
monitorring system in order to: i) measure the social and
eccnomic impact of the program; 1i) determine whether or not
the objectives of the preogram are being achieved;
iii) introduce corrective timely decisicns; and iv) evaluate
the different services from quantitative and qualitative

points of view.

10. Design and implementation of a market intelligence
system, as a basic tool to orient and improve the marketing

activity in the short and mid term.

43

7/,



11. Incorporate the market strategic planning, as a
fundamental element to promote the trading activity, and to
improve ¢the fitting capacity before changes in market

conditions.

12. It is very important to develop a strong and
trustful data base. This will help to know and compare the
program evolution and to determine in a precise way the

program results and performance.
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ANNEX 1

CHART OF THE AGRARIAN DEPARTMENT (PAN/CNT)
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ANNEX 2

PERSONNEL INTERVIEWED

NAME DESCRIPTION

Gilberth Brown General Secretary of CNT

Henry Karcinsky Agrarian Advisor PAN/CNT
(IADSL)

Ricardo Cordero National Agrarian Program,

Director OPG-CNT

Luis Alvarado National Agrarian Program
Markating Dept., Chairman

Manuel Aragdn Naticnal Agrarian Program
Financial Dept., Chairman

Jesds Fuentes National Agrarian Program
Administrative Dept., Chairman

Victor Rojas National Agrarian Program
Education Dept., Chairman

Minor Herrera National Agrarian FProgram
Technical Dept., Chairman

Tito Rojas UCASA, General Secretary
Adrian Vargas UCASA, Facking Plant Chairman
Melvin Diaz FAN/CNT, technician and

- farmer,
Fernando Chavez UCASA, Executive Coamittee

member and farmer.

Dami&n Elizondo UTRAIFPZ, General Secretary

Luis F. ChAvez UTRAIPZ, Technical Dept.
Chairman

Alfredo Castro UTRAIPZ, Agribusiness Plant

Chairman



