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I. INTRODUCTION AND PROJECT SUMMARY
 

A. The Problem
 

The principal constraints confronting the private sector in Costa
 

Rica include: of exchange, a cumbersome ineffective
shortage foreign and 


nationalized banking system, industries non-competitive in world markets,
 

technical and production management know-how for streamlining
limited 

industry, the lack of expertise for penetrating foreign markets, and a
 

promotion structure. These constraints have
relatively untested export 

as


prevented expansion of non-traditional agricultural exports (NIAE) as well 


the country's heavy debt
traditional agricultural exports. Furthermore, 


service burden serious1y constrains economic recovery over the medium term.
 

The private sector i also faced with a limited domestic market, regional
 

protectionism within an ill-functioning
political instability and heavy 


American Common Market (CACM). Having exhausted the potential
Central 

the country must seek to produce
benefits of import substitution policies, 


growth is to resume and
non-traditional exports for non-traditional markets if 


be sustained.
 

B. Summary Project Description
 

The goal of the Non-Traditional Ag Export Technical Support Project
 

stimulate growth in the Costa Rica agricultural sector, resulting
(NETS) is to 

The purpose


in increased levels ot employment and foreign exchange earnings. 


Project is to increase the export of Costa Rican non-traditional
lf the 

agricultural products to U.S., European and Asian markets.
 

The project will provide technical assistance in support of export
 

well as funds to support

programs for non-traditional agricultural products as 


promotion of Costa Rican NTAE abroad. This assistance

investment and trade 


export products and the
 
will allow identification of potentially profitable 


viable export markets. The project flows

constraints to establishing them in 


from the Mission's recent Agricultural Strategy which, while acknowledging the
 
as 


continued importance of traditional ag exports, seeks to promote NTAE a
 

untapped source of Costa Rican foreign exchange earnings.
 

The project contains three elements: short term technical
 

the persons of a project advisor
 assistance, long-term technical assistance in 


and cacao advisor, and investment and trade promotion. The short-term
 

technical assistance package will be provided in three areas: policy reform,
 

production and marketing assistance and special studies. Policy studies will
 

to NTAE.
level constraints increased

address both product and sector 


for production and marketing assistance will provide

Technical assistance 


that will seek to exploit comparative
technical studies on a variety of topics 

markets and to overcome
for external
advantages of Costa Rican NTAE 


production. Due to the complex coordinative role that
 
constraints in their 


funded out
 
the NETS project will require, a long-term project advisor 

will be 


Costa Rica's crop with the greatest

of Project funds. In addition, given that 
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a long-term cacao advisor will be
 
export expansion 	potential is cacao, 

person will aid in the coordination of a technical package
contracted. This 

the dissemination 	of the package.

for the improved production of cacao and 

in investment and trade promotion include the 
Activities of the project 


provision of funds for establishing and supporting offices in the U.S. that
 

Rica and (2) promote

will serve to (1) attract foreign investors to Costa 


in U.S. Studies and promotional and
 
marketing of Costa Rican NTAE the 


technical assistance funded under this project, properly applied, will help
 

relieve constraints to increasing Costa Rican agricultural exports.
 

a U.S. dollar DA
 
The NETS Project, therefore, will provide 


total of $11.9 million
 
contribution of $3.5 million of an overall project 


the promotion of Costa
 
($8.4 million equivalent in local currency) to support 


Project funds will be provided to
 
Rican non-traditional agricultural exports. 


(CINDE) for
 
the Costa Rican Coalition for Development Initlatives 


group, the Private Agribusiness

implementation by its agricultural promotion 


Council (CAAP). Positioned as it is between the public

and Agroindustrial 


NTAE policy and the private sector that
 
sector that effects Costa Rican 


CAAP is ideally 	situated to
 
investment and implementation,
provides NTAE 


to NTAE growth and act as an effective change

identify and address constraints 


agent within the agricultural sector.
 

CINDE is a registered, non-profit, non-governmental organization
 
Rica; project


whose activities are consistent with AID's objectives in Costa 

CAAP will be
CINDE through a Cooperative Agreement.
funds will be provided to 


detailed product promotion plans that, for
 
responsible for developing 

and
 
individual agricultural commodities, will address 

the marketing, technical 


overcome export constraints. CAAP will also
 
policy interventions necessary to 	 for
assure the proper environment 

promote sectoral policy reforms needed to 


NTAE to succeed as a strategy for promoting economic 
growth.
 

CAAP will organize product promotion plans in such a way as to
 

well as actions to
 
provide technical support to production and marketing as 


from within and outside Costa Rica. The
 
promote product 	 investment 


with the identification,
CAAP will be charged
professional staff of 

long-term technical assistance
both short and
contracting and supervision of 


training programs 	--They will also coordinate the development of

personnel. 


who will benefit directly from
 
all in close coordination with local producers 


the assistance.
 

II. PROJECT BACKGROUND AND RATIONALE
 

A. Background
 

historically played a significant role in
 
International trade has 


traditional agricultural products
Costa Rica's development, with exports of 

Costa Rica's


beef - being the fuel for much of 
coffee, bananas, sugar and 	

and
 
exports included manufactured goods


Other
economic growth. 
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non-traditional agricultural products. Historically, Costa Rica's principal
 

trading partners have been the U.S. and Central American Common Market (CACM).
 

By 1979, non-traditional agricultural exports (NTAE) were growing
 

at an average rate of 6.5Z per annum. This was considerably below the growth
 

rate registered by other non-traditional exports, mostly manufactured
 

products, which increased 23% annually during 1979. The strongest growth in
 

Costa Rican NTAE during the mid to late seventies was to CACM countries,
 

accounting for about one-third of the country's NTAE. Exports were stimulated
 

by strong demand in the early years of post-Somoza Nicaragua, and consisted
 

primarily of products with some degree of processing such as syrups,
 

carbonated beverages, fruit pulps and candies, canned and preserved meats and
 

fish, chocolate candies, hard candies, and crackers and other flour-based
 

baked goods.
 

NTAE to the U.S. increased by about 15% per year between 1978 and 

1980. Most products exported to the U.S. were exported in their raw form with 

little value added. The major exports to the U.S. during this period were 

fresh and frozen seafood, roots and tubers, plantain, tobacco, seeds, and 

plants. Of total NTAE during the same period, half was exported to U.S. and 
29% to the CACM. Exports to the rest of the world (non-U.S. and non-CACM) 

constituted the remaining 21% of NTAE. These were divided among Panama, which
 

received products similar to CACM countries, and other Latin American
 

countries, the Caribbean, Europe, and the Far East, which generally received
 

fruits and vegetables, seeds, and plants.
 

Like most small and open economies, Costa Rica has always been
 

the hit
vulnerable to external forces. Since 1970, country has been by
 

several external shocks: the 1973-1974 petroleum price increases, the sharp
 

increase and then decline of coffee prices associated with the 1976-1977 boom,
 

the 1979-1980 petroleum price increase, the disruption of the Central American
 

Common Market (CACM) particularly after 1980, the increase in the availability
 

of credit from international banks after 1975 and the decline in availability
 

after 1981, and worldwide increases in nominal and real interest rates in the
 

1980's. For example, in 1976 and 1977 coffee prices boomed: Costa Rica's
 

government reaped a rich revenue harvest from an added value tax on coffee
 

exports. With an election due in 1978, it embarked on a massive spending
 

program. When coffee prices dropped, expenditures kept on rising. The budget
 

deficit reached record levels and, with public and private consumption out of
 

control, the overall balance of payments deficit quickly mounted.
 

Two decades of sustained economic progress came to an abrupt halt
 

in late 1980, when Costa Rica was unable to repay its international loans.
 

Costa Rica was then faced with a severe balance of payments deficit that
 
to
constrained the country's ability to service it high external debt, leading 


growth, high levels of inflation and rising unemployment.
stagnant economic 

Table I, based upon three decades of trade data, shows the value of exports
 

and imports in U.S. dollars. These data indicate that the boom in Costa
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Rica's exports, which was associated with the creation of the CACM in the
 

early 1960's, ended in the mid 1970's.
 

Table I
 

Costa Rica's Export and Imports
 

$ Million in 1975 Prices
 

Imports
Exports 

$ million % change $ million % change
 

--	 73.4 -1953 60.6 

35.3
1958 91.9 51.6 	 99.3 


3.4 123.8 24.7
1963 95.0 


1968 170.8 79.8 213.9 72.8
 
112.8
1973 344.4 101.6 455.3 


861.9 151.1 1,165.7 156.0
1978 

1983 879.3 2.0 987.8 -15.3
 

1984 1,025.1 16.6 1,100.9 11.4
 

1985 965.3 -5.8 1,109.0 0.7
 

1986 1113.6 15.4 
 1163.0 4.9
 

1987 est 1068.6 
 -4.0 1180.0 	 1.5
 

Source: Central Bank of Costa Rica.
 

interest rates and
Continued increases in energy prices, worldwide 

As a


regional political 	destabilization characterized the early 1980's. 

a


result, production 	and transportation costs increased while the CACM, 


partner, effectively ceased functioning. Traditional
principal trading 

did non-traditional exports, yet both
 exports began a rising trend in 1983, as 


the further

have only just returned to their 1981 levels. Table III shows 


analysis of NTAE by primary markets.
 

of $1,005 million 	(FOB)
Costa Rica's 1980-1981 export earnings 


in 1982-83, principally due to the drop in the

declined to t868 million 


and a decline in non-traditional
earnings of traditional export commodities 

were
CACM area. In 1981, NTAE exports to the CACM fell and 


exports to the 

the next two years, reflecting the deepening economic


virtually, stagnant for 

to the Central


crisis and reduced trade in the region. Costa Rican exports 

1980 to $167


American Common Market area decreased from $270.3 million in 


1985. The 1982-1984 perfurmance was
1982 and $130 million in
million in 

Costa Rica's de facto willingness to extend credit
to 


that Costa Rica has adopted a policy of no net

relatively favorable 	due 


to CACM countries. Now 

of 1985), Costa Rican exports to
to the CACM (effective as
expansion of credit 


the CACM are stabilizing at an even lower level.
 

NTAE to the U.S. were also down sharply in 1981 falling from $36
 

million. Five product categories accounted for much of this
 
million to $27 


butter, plantains, seeds, ornamental plants, fresh and frozen
 
decline: cacao 




TABLE II
 

Costa Rica: Exports by Principal Groups 1983-1987
 
(Value in million of U.S. dollars; volume in thousands of
 

units indicated; and unit value in U.S. dollars)
 

1983 1984 1985 1986 Est 1987
 

Exports F.O.B 879.3 1025.1 965.3 1113.6 1068.6
 

Traditional Exports 526.1 598.8 589.3 681.5 597.3
 
COFFEE VALUE 230.0 269.3 310.0 373.7 293.8
 
Volume (quintal) (2357.0) (2457.0) (2632.0) (1915.0) (2350.0)
 
Unit value (per quintal) (97.6) (108.8) (117.8) (195.2) (125.0)
 

BANANAS VALUE 240.4 251.0 212.2 224.3 238.8
 
Volume (metric ton) (1012.0) (1020.0) (856.0) (925.0) (965.0)
 
Unit value (per ton) (237.5) (246.1) (247.9) (242.5) (247.5)
 

MEAT VALUE 31.9 44.9 55.6 64.9 52.0
 
Volume (metric ton) (13.9) (21.2) (28.1) (36.9) (28.1)
 
Unit value (per ton) (2295.0) (2120.0) (1980.0) (1760.0) (1850.0)
 

SUGAR VALUE 23.8 35.5 10.5 18.5 12.7
 
Volume (quintal) (1173.0) (2231.0) (697.0) (1281.0) (1185.0)
 
Unit value (per quintal) (20.3) (15.9) (15.0) (14.5) (10.7)
 

Non-Traditional Exports 336.0 400.2 342.0 395.0 431.3
 
CACM 196.9 191.5 129.2 96.0 100.0
 
Rest of the World 139.1 208.7 212.8 299.0 331.3
 

Total E:cports - % change 1.6 16.5 -5.8 15.3 -4.0 
Traditional exports -1.8 13.8 -1.7 15.8 -12.3 
Non-Traditional exports 1.8 19.1 -17.1 15.4 9.1 
C A C M 17.8 -2.7 -32.5 -25.6 4.1 
Rest of the World -14.6 50.0 1.9 40.5 10.8 

Source: 8/87 ESR VI PAAD: BCCR, revised by AIb 12/86
 



TABLE III
 

Costa Rica: Non-Traditional Agriculture Exports 1982-1986
 

Proj.
 

1985 1987
1983 1984 	 1986 


Non-Traditional Exports
 
377.0 432.1 471.3
(0 million) 330.0 353.2 426.3 


Non-Traditional Agri

cultural Exports
 
80.3 97.6 176.3
(0million) 	 70.9 70.7 


% of Non-Traditional
 
21.5 20.1 21.0 25.9 40.8


Exports 


Non-Traditional Agriculture
 

Exports ($ million)
 

11.6 20.3 --
To CACM 	 23.6 22.1 N/A 


29.7 32.6 N/A 59.5 99.3 --
To US 

To Rest of World
 

17.6 16.6 N/A 26.5 56.7

(incl. Panama) 


NOTE: These data do not completely agree with the data in Table II. This is due to
 

differences in the methods of calculation used by the Central Bank.
 

Source: Central Bank; (Note: 	Any discrepancies between Tables II and III are due to
 

different means of NTAE calculation by the BCCR.)
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seafood, and fresh vegetables. However, there was a modest increaseexport value of some in theproducts, most notably fresh fruit. Fresh and frozenseafood and ornamental plant exports increased siarply from 1980 to 1981 whilethe total value fell, signifying a drop in per unit value.
 

In 1983 dd 1984, the GOCK undertook several actionsexporting more to makeattractive: suppression of the tax on the exchange ratedifferential, removal 
of an ad valorem tax on non-traditional exports 
outside
of the CCM, removal of a surcharge on 
 the income tax related to
non-traditional exports outside of the CACM and the passage of a law for theexpansion of free 
zone areas throughout the country.
 

As a result of these measures, 1984 marked a turnaroundRica exports. Traditional for Costa 
exports increased by 8.4% over
non-traditional exports 1983;
 

as a whole increased by
substantial 17% with NTAE contributing a
share, reaching approximately $70 
million. NTAE in 1985 
were up
45% over 1984, 
from $80 million 
to $116 million.

registered in exports to the 

Much of this growth wasU.S., although the CACM markets and other markets 
also showed increases.
 

The 1986 figures show that Costa Rica had a GDPa 4.2% increase in real of $4,234 million,terms from 1985 and only a 6.2% real increase over1980. Costa Rica also had a 6.1%unemployment
1985 and 9.5% in 

rate in 1986, down from 6.8% in1982. These figures are not encouraging, particularly when
compared to Costa Rica's external debt, 
as 

which is increasing 2.5 times as fastthe GNP (1984 to 1985) and has increased ninesince 1980. times faster than the GNPCentral Bank and IMF figures show an 
increase in 
total exports of
4.2% from 1983 to 1987 although CACM registered a significant drop.
 

In 1986, 
Costa Rica's 
three most important traditional
(coffee, bananas and beef) exports
comprised 
58% of the country's
earnings. foreign exchange
In these products, Costa Rica has no particular advantage overother producers in volume, delivery, or 
entrepreneurial skill. 
 However, these
craps can 
continue to be competitive through

marketing costs 

control of production and
and through concentration 
 on specific,
markets. often premium,
Due to its limited land resource, Costa Rica cannot compete on thebasis of net exports 
with Brazil (coffee), Argentina 
and USA (beef), and
Honduras and Ecuador (benanas, on 

has 

volume alone. In these products, Costa Rica
a competitive advantage in 
 small holder production, which
flexibility in marketing, and a 
provides


relatively educated 
work force capable of
applying more efficient management to 
their industries.
 

Coffee. 
 Without intervention 

continue as 

of any sort, coffee is expected to
Costa Rica's major foreign exchange earner 
at $293 million FOB on
2350 MT in 1987. The basic trend of this crop is expected to increase 5% to$300 million FOB on the 
same tonnage 
by 1991. Increased quality could
potentially 
add 7.5% or $21 
million annually without increasing yields
production area. or
Continued application of improved technology may also reduce
costs 
of production and processing by up 
to 
10% in 1991, making available $29
 



mil.lion in additional net income. Taken together, by 1991 some $57 million
 

annually in increased income could be available from coffee exports through
 

improved efficiency.
 

Bananas. Traditionally a plantation crop under control of one of
 

the eight multinational corporations which produce or market it, banana is
 

presently faced with a saturated market in the U.S. Slight market growth is
 

anticipated due to increased European and Japanese imports. Prices are
 

expected to remain steady over the medium term, that Costa Rica's earnings
so 


of 1224 million on 925 MT in 1986 are expected to increase only slightly by
 

1991. The economic significance of banana is not so much its foreign exchange
 

growth potential as the fact that the crop is the mainstay of employment in
 

the most impoverished areas of Costa Rica. The economic and social effect of
 

the loss of banana production in 1985 was acutely felt in the Golfito area.
 

Beef. Thi crop is perhaps the least efficient in Costa Rica. Use
 

of unimproved pasture, use of prime cropland as pasture, and absentee
 

management have combined to reduce potential economic returns. The industry
 

recognizes no time value for investment return; quality control is such that
 

Rica beef, exported chilled, is ground and mixed
the excessively lean Costa 


with US beef. In 1986, 37 MT valued at $64.9 million were exported. Prices
 

and quantities are expected to remain level through 1991.
 

Minor Traditional Exports. Sugar and cacao were once major foreign
 

exchange earners. However, onilia fungus and glutted sweetener markets have
 
Although cacao
reduced the importance of these crops to the national income. 


exports are substantially reduced, the Mission estimates that new production
 

reestablish cacao as a significant foreign
technologies can potentially 

exchange earner. Consequently, this project will provide funding aimed at
 

that objective. Sugar earned $18.5 million on 118,500 MT in 1986, up from
 

410.5 million on 59,000 MT in 1985, despite a reduction in the US sugar import
 
not
quota. With corn and artificial sweeteners now in use, sugar prices are 


earner on its own.
expected to rise in the medium term, making sugar a lesser 


Should oil prices rise significantly, anydrous alcohol from Costa Rican sugar
 

Costa
could contribute to increased foreign exchange earnings. At present, 


Rica imports alcohol, dehydrates it, and then exports the anhydrous product.
 

In addition to the inherent limitations on increased earning
 

potential of traditional agricultural exports, coffee, banana, sugar and beef
 

are subject to quotas under international marketing agreements or to the
 

marketing arrangements of large multi-national firms. Due to all these
 

one can conclude that sustained increases in the real prices and
factors, 

volumes, and hence real earnings of Costa Rica's traditionel exports will not
 

term the foreign exchange generated by the
 occur. While in the short 

source Costa
traditional agricultural exports will remain the principal of 


Rica's external income, it is clear that the development of production and
 

stable markets for additional exports, including non-traditional agricultural
 

exports, is key to obtaining increases in Costa Rica foreign exchange earnings
 

over the long-term.
 



B. Project Rationale
 

1. Strategy
 

The Mission strategy for non-traditional agricultural export
 
(NTAE) expansion is to procmote investment in Costa Rican agriculture for 
diversification into intensively produced crops with the potential for high
 
economic return, and to assist these emerging agroindustries at critical
 
points in the development of export markets in the US and elsewhere. The
 
strategy for the NETS project rests upon the acknowledgement that while
 
traditional agricultural exports will remain the primary foreign exchange
 
earners for Costa Rica for the foreseeable future, non-traditional
 
agricultural exports (NTAE), properly produced and promoted, represent an
 
untapped and uniquely important resource that potentially can incrementally
 
increase total Costa Rican exports and foreign exchange earnings over time.
 
In addition, with the disintegration of the CACM, Costa Rican NTAE must be
 
oriented away from limited, vulnerable markets toward new export markets to
 
allow stable growth.
 

The NETS Project will also provide the dollars necessary to finance 
the foreign exchange costs for those activities -- technical assistance, 
studies, trade promotion -- that are supportive of the NTAE strategy and that 
must be paid in dollars. While the majority of the Mission's NTAE activities 
will be funded with ESF local currency, jointly programmed with the GOCR for 
this purpose, a source of dollar funds is required in order to provide 
expertise in a variety of fields not available in country, and in the case of 
export and investment promotion activities, to support the operations of 
U.S.-based offices. These offices will provide a marketing and sales 
promotional base for Costa Rican NTAE, channel market information back to 
Costa Rican producers and promote foreign investment. From a strategic point 
of view, the investment and trade promotion component of the project provides 
a market-led orientation to NTAE promotion and provides conceptual closure to 
a process begun by project technical assistance.
 

2. Relationship to CDSS
 

The project contributes to two of the four Mission program
 
goals: Laying the Basis for Growth, and Spreading the Benefits of Growth.
 
Toward achievement of the Laying the Basis for Growth goal, the Mission is
 
assisting Costa Rica in moving away from an economy based on an import
 
substitution model to one based on export-led growth. The strategy is to
 
support diversified and expanded production base and markets, strengthened
 
financial markets, and expanded productive credit. The Mission recognizes
 
that, while there is potential for a major shift in the structure of the
 
country's productive base from agriculture to a light industry orientation,
 
such a shift is not likely to occur in the short run. Rather, agriculture is
 
likely to remain the country's major source of income through at least the
 
medium term. In response to this situation, the program strategy supports
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both non-traditional agricultural exports, as well as light-industry exports,
 
with the aim of accelerating growth in non-traditional exports overall.
 

In order to lay the basis for economic growth in agriculture,
 
the Mission expects nine foreign firms to invest in Costa Rica annually during
 
the life of the project, or a total of thirty-six new investments. This new
 
foreign investment in agribusiness, estimaled at $2.25 million annually, or $9
 
million over the project life, will be complemented by $9 million in
 
project-generated domestic investment and by $18 million in investment
 
catalyzed by project activities. (Annex VIII and Section III.C.3.) The
 
Mission's analysis shows that the project will generate 424 million in
 
incremental foreign exchange by its PACD, with up to $30 million annually in
 
foreign exchange earnings when project investments are at maturity (2-4 years
 
after the PACD). These additional exports will be primarily fresh products,
 
although production volume by the PACD might be sufficient to merit
 
consideration of processing facilities for the earliest successful products.
 
With these anticipated outputs, the expanded production base will, through
 
increases in NTAE productivity and diversity, marketing and increas,.d incomes,
 
contribute to the Mission's goal of "Laying the Basis for Growth."
 

The Mission believes that the most immediate wa, to "Spread
 
the Benefits of Growth" is through increased employment. The Mission's
 
objective is to increase employment as a result of export and investment
 
promotion, credit, and housing programs. This project, through the new
 
investment generated or catalyzed by its intervention, is expected to generate
 
9450 new direct jobs over its life. Of these jobs 8600 are expected to be
 
laborers and 850 to be white collar or technical level. (Refer to Annex
 
VIII.) The Mission expects a significant number of indirect jobs to be
 
generated as a result of the direct employment. Prior project activities
 
suggest that 1.5-2 indirect jobs may be anticipated for each direct job
 
created.
 

3. Relationship to Current Mission and other Donors' Programs
 

In USAID/Costa Rica, export related activities in agriculture
 
fall into three categories. The Mission seeks first to preserve traditional
 
agricultural income sources. This has been prompted through a variety of
 
projects -- control of coffee rust fungus, credit programs through
 
cooperatives, and through more traditional longer term area development and
 
land tenure projects. Second, export diversification has been promoted,
 
principally through loans to producers of macadamia nuts, flowers and
 
pineapples. Third, import substitution has been supported, as evidenced by
 
assistance to a palm oil production cooperative and a small program to
 
industrialize tomato production. Also under this category, utilizing Mission
 
support, four farmer unions have begun to market small quantities of export
 
vegetables. Under the PL 480 program, local currency funding has been
 
provided for agricultural extension, to the Private Agribusiness and
 
Agroindustrial Council (CAAP), and for road construction, which resulted in
 
the construction of a high quality surface on a new transnational highway,
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thus permitting Caribbean banana plantations to deliver to Pacific ports and
 
export to the US West Coast markets at reduced shipping costs.
 

The Mission also assists both the government and selected
 
private sector institutions in the implementation of the GOCR's national
 
economic recovery program. The goal of this strategy is to establish the
 
basis for agricultural and industrial growth through the reorientation of the
 
Costa Rican economy from its present import substitution bias to one in which
 
these sectors contribute to export-led growth based on the diversification of
 
products and markets. The Mission's program emphasizes reforms to create a
 
stable and attractive investment environment in Costa Rica and to take maximum
 
advantage of opportunities made available by the Caribbean Basin Initiative
 
(CBI).
 

This strategy has focused on two programatic areas. First, in
 
1983, two institutions were created to formulate and execute Costa Rica's
 
export and investment promotion strategy: the Ministry of Export (Minex) in
 
the public sector, and the Coalici6n Costarricense de Iniciativas de
 
Desarrollo (CINDE) in the private sector. The Mission continues to support
 
these institutions which are active in determining Costa Rica's investment and
 
export targets, and in coordinating and implementing the export and investment
 
promotion programs. Financial intermediation, the second key area, led to the
 
design of four development banking projects: Corporaci6n Costarricense de
 
Financiamiento Industrial (COFISA), Banco Agroindustrial y de Exportaciones 
(BANEX); the Private Investment Corporation (PIC) and the Agricultural and 
Industrial Reactivation (AIR) project. These projects provide the dollar 
resources required to identify and finance non-traditional export investment
 
projects. In addition to these four dollar loan activities, the Mission has
 
supported an ongoing local currency credit line with the Central Bank, aimed
 
at increasing the liquidity of the mixed banking sector and at stimulating the
 
growth of the new private banks. To date, $126 million has been allocated
 
from this "Special Credit Line" for on-lending. Loans from this credit line
 
have assisted in keeping Costa Rican banana production from declining due to
 
agronomic problems and have assisted a number of agricultural and agribusiness
 
enterprises, both traditional and non-traditional.
 

The Regional Office for Central American and Panama (ROCAP) 
has several current agribusiness related projects with activities in Costa 
Rica. A loan for a regional economic recovery program with the Central 
American Bank for Economic Integration (CABEI) has a $15 million component for 
agribusiness lending. The Non-Traditional Agricultural Export Project 
(PROEXAG) provides technical assistance and training to stimulate and assist 
the development of non-traditional agricultural exports. This latter activity
 
will be complementary to the activities of the Mission strategy in
 
non-traditional agriculture exports in that the project will provide technical
 
assistance in the development of horticultural crop programs, as well as
 
assistance in market access strategies. ROCAP also has an Export Management
 
Training Project with INCAE to expand its MBA program curriculum to include an
 
emphasis on export management. The project includes specialized training in
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export management for professors from business schools in the region and the
 
$25.0 millionestablishment of an economic policy analysis center. Finally, 


loan to the Latin American Agribusiness Development Corporation (LAAD) for
 

agribusiness lending has been approved and has recently begun implementation.
 

Non-traditional agricultural export promotion has received
 

considerable support from other donors. The Spanish government funded a
 

network of freezing and cold storage plants throughout Costa Rica. The
 

Commonwealth Development Corporation (Britain) has assisted in the
 

in in
installation of a macadamia processing plant Turrialba and is the
 

process of financing a palm oil processing plant in Palmar Sur. The Dutch
 

has not yet begun work. The IBRD has
government has been seeking projects but 

the approved
approved a cacao project near Lim6n. Under FAO, IFAD has 


assistance for production of basic grains in northern Alajuela province.
 

The IDB also has a number of active and proposed projects
 
A project now supports 'acao
working with non-traditional agricultural crops. 


San Carlos area of Alajuela province. IDB financing was
production in the 

are
involved in the oil palm plantation at Palmar Sur where the British 


working in the processing plant. A large irrigation project in the Tempisque
 

area of Guanazaste is under construction. Two IDB projects, working through
 
basic
the Ministry of Agriculture, deal with food self reliance: PIPA, a 

grains program now being implemented, and Progasa, a cattle program. Both 

provide production credit, inputs, and extension service. 

III. PROJECT DESCRIPTION
 

A. Goal and Purpose
 

The project goal is to stimulate growth in the Costa Rican
 

employment and foreign
agricultural sector, resulting in increased levels of 


exchange earnings. The project purpose is to increase the export of Costa
 

Ri-can non-traditional agricultural products to U.S., European and Asian
 

markets.
 

B. Project Objectives
 

The objectives of the Project are:
 

- To strengthen the capabilities of the Costa Rican private sector 

to the Private Agribusiness and Agroindustrial(through assistance 

and
Council) in overcoming technical, policy, marketing, financial 


administrative constraints to increased NTAE.
 

- Through assistance to CAAP, to improve the environment for 

investment in export oriented and non-traditional agricultural 

products in Costa Rica.
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To assist CAAP in developing and implementing sector and
 
macroeconomic policy reform leading to greater export of 
NTAE.
 

C. Project Activities
 

Project funds will be granted by a Cooperative A6 recaient to the
 
Costa Rican Coalition for Development Initiative (CINDE) for use by its
 
agricultural group, the Private Agribusiness and Agroindustrial Council
 
(CAAP). With its staff and board of directors representing a broad range of
 
experience in agriculture and exports, CAAP is able to represent the views of
 
growers, processors and exporters in dealing with relevant
the GOCR and other 

actors of the 
Costa Rican economic sector. CAAP will coordinate the use of
 
NETS project funds to promote investment in non-traditional agricultural
 
export products through the provision and implementation of dollar funded
 
activities described below.
 

Short Term Technical Assistance
 

I. Sector Policy Reform. Over a four year period, the project
 
will provide 38 person/months of short term assistance to identify and help
 
effect changes in Costa Rican agricultural policy. This dollar funded
 
assistance will complement local currency funded studies by the CAAP and will
 
be directed at the analysis and identification stage. Consequently, it is
 
planned that the majority of this assistance will be provided in the first
 
eighteen months of project implementation.
 

Costa Rican agricultural policy is presently based the
on 

protection of jobs and income as related to traditional products for domestic
 
consumption. In general, it is resistant changes in product
to demand,
 
resulting in overproduction and price supports. Efficient production has not
 
been allowed to replace or extinguish inefficient production (milk, rice),

while extensive rather intensive use is
than land officially encouraged
 
(sugar, beef). There is substantial pressure on the GOCR to minimize the
 
negative effects of popular reaction that 
could result from sudden structural
 
adjustments as evidenced by subsidy payments and unrealistically high price
 
levels.
 

CAAP has a 
role in the suggestion and promotion of agricultural
 
policy alternatives which could stimulate structural change with 
a minimum of
 
social distress. In a number of traditional products, including those cited 
above, non-traditional crops can provide alternative income sources for those 
farmers who are adversely affected by the loss of artificial support to their 
industries. The role of CAAP is both conceptual, in the sense of defining
 
alternatives, and informative, demonstrating the beneficial aspects of the
 
alternative policies. NETS-funded studies will be done to 
quantify the kind
 
and magnitude 
of policy changes which would be required in a structural
 
adjustment. These studies would be coordinated with other appropriate
 
institutions, including the IBRD, to bring about a convergence of opinion and
 
to facilitate the implementation of the adjustments. Through its local
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currency funded activities, CAAP will be able to assist the implementation
 

process through seminars, publications, and personal contact with officials.
 

CAAP has already used this method successfully in gaining of acceptance of
 

reforms by the national assembly and the Costa Rican civil aviation agency.
 

NETS short-term TA will also address the need for more effective
 

Present GOCR policies
financial intermediation in the agricultural sector. 


promote debt moratoria, loan rescheduling at highly subsidized rates,
 

for loan procedures
artificially low rates agricultural loans and cumbersome 


which often deliver funds too late for the purpose for which they were
 

intended. Credit for agriculture is absorbed in unproductive rescheduled
 
uses in other credit lines.
loan-, or is unavailable due to more profitable 


In addition, financing is more often available for expansion of agriculture
 
In the present
but less available for intensification or technology upgrades. 


situation, the deleterious effects of the current credit and banking policy
 

have not been adequately detailed. This exposure, as much an eductional
 

function as one of analysis, must accompany the development of policy
 

alternatives.
 

NETS project assistance through CAAI? is also planned to be used to
 

explore the effects of alternative credit policies on agricultural borrowers
 

and on the national treasury. The means for making agricultural credit more
 

to present needs is another area of interest, as are
flexible and adaptable 

use of
topics of loan guarantees and NTAE processing methods which broaden the 


short term lending. Again, the project will finance the quantification of the
 

the implementation.
proposed policy changes as well as design of policy 


Implementation will be carried out through local currency funded activities.
 

Agricultural investment in longer term agricultural enterprises in
 

Costa Rica has been stagnant. This is due in part to the political situation
 

as well as the lack of well developed technological
in Central America 


support. Investor preference has generally been for activities with assured
 

short term cash flows, resulting from cash incentives for exports and
 

items.
artificially high prices for certain domestically consumed Concurrent
 

by this project, analysis of
with the investment promotion effort supported 


investor incentives will be pursued. The alternative policies which will be
 

to policy reform, financial
proposed are likely to be linked strongly export 

change. The application of these policies
intermediation and structural 


an area to which NETS short-term technical assistance will be
 
represents 

devoted.
 

The need for a reformed agricultural trade policy is another
 

for project technical assistance. As
 
potential CAAP contribution and an area 


Costa Rica emerges from the experience of the Central American Common Market, 

it must modify its incentives, procedures, and attitudes to export markets. 

alternative policies in coordinationHere again, CAAP can develop and promote 
is


with the expanding manufacturing sector. The design of these policies and 


by US producers to

particularly important due to increased sensitivity 


potential unfair competition from non-US agricultural imports.
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Technical assistance for policy reform will be provided directly to 
CAAP, which will coordinate the participation of other Costa Rican 
organizations. The contractual mechanism is described in Section VI.C. 
Initial assistance will be used to define or refine existing knowledge as to 
the policy constraints discussed in the foregoing paragraphs. Based on the 
presentation of constraints, CAAP and the Mission will determine priorities
 
for more detailed analysis and for the construction of alternatives to present 
policies. As in other project components, CAAP will complement the project 
funded assistance with local currency-financed data gathering and analysis.
 
Subsequently, CAAP will work with the Chamber of Agriculture and its
 
constituents to develop and implement a local currency financed program to
 
gain acceptance by the GOCR of the alternative policies.
 

The implementation of such a policy reform program will require
 
close coordination among a variety of Costa Rican and international
 
organizations. Further, the implementation must have a Costa Rican
 
constituency to ensure success of the proposed alternatives. The CAAP will
 
work to ensure as broad a base as possible, both inside and outside of the 
sector, for the acceptance and continued implementation of the reforms.
 
Project reform areas which will be considered include illustratively:
 

- domestic prices of raw and finished agricultural products which are 
higher than world prices;
 

- inefficient allocation of resources, i.e., capital and land for 
agricultural products; 

- poor labor mobility;
 

- allocation of credit to relatively unproductive enterprise, i.e., 
public sector borrowing, rescheduled agricultural debts, protected 
manufacturing and service industries; 

- use of artificially fixed interest rates for agricultural lending;
 

- use of countervailable export exentives;
 

- proliferation of bureaucracy in export regulation. 

2. Promotion of Non-Traditional Agricultural Exports
 

The promotion of NTAE falls into two complementary activities:
 
strenghtening of production and marketing technology and establishment of
 
investment and trade promotion for the new products. These activities are to
 
be developed concurrently, so that an adequate volume of quality products will 
be available for sale to the identified and prepared export market. However, 
as the promotion of investment and trade cannot begin until a certain level of 
export quality product is available, it is obvious that actual implementation
 
of the activities will not occur simultaneously.
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The CAAP program for assistance to new NTAE products follows a 

similar format in each case, with adjustments to the pattern depending on the 

crop. While the bulk of the program will be financed in local currency, work 

on each crop will contain provision for dollar funded technical expertise from
 

outside Costa Rica. The NETS project will provide this short term assistance,
 

estimated at 13 pm annually over the life of the project, to provide country
 

specific, industry-wide guidance in the development of individual export
 

crops. This guidance will address a variety of technical constraints to
 

expanded NTAE, for example, improved commercial piactices, technical agronomic
 

practices, post-harvest handling or packaging. (Assistance specific to
 

individual exporters, i.e. cooperatives, is outside the scope of this project,
 

but is addressed in other USAID activities.) The project will provide a total
 
services, complemented
of 52 person months of short-term assistance for these 


by local currency financed long term technical services.
 

Project funds will support the development of a specific model for
 

new export crops described briefly here and in more detail in the paragraphs
 

which follow. The CAAP will determine which crop will be supported, based on
 

a combination of Costa Rican experience with crop diversification and the
 

results of marketing and production analyses. Following this determination,
 

CAAP will develop an industry overview and a product profile. Technical
 

assistance needs in agronomy, post-harvest handling marketing, etc. will be
 

identified during the overview development process, while the product profile
 

will aid in targetting markets, improved technologies, or financial partners
 

for investment promotion. Based on the overview and profile, product
 

assistance activities will begin.
 

Woven-throughout this process is the influence of decisions based
 

knowledge of the target markets. An initial CAAP "Twenty-One Products"
on 

study, backed by transport and production considerations, has already
 

eliminated unmarketable products. The overview of each selected crop includes
 

production "windows", evaluation of significant
product specification 

competitors and general market practices. This information feeds directly
 

into the design of the local currency-financed NTAE program. This program may
 

to refine product standards or
include a detailed market study, if needed 


points of entry. The trade promotion activity ensure feedback into the
 

developing industry.
 

While direct experience in the evolution of NTAE products in Costa
 

thin, the coffee and banana industries provide guidance in successful
Rica is 

Costa export
intensive agriculture. They are well established in Rica's 


markets, succeeding due to production efficiencies (coqt control, use of
 

to marketing efficiencies (volume,
current technology, links to research) and 


quality, delivery, ability to catch market trends). While the goal of NTAE
 

products is to match these efficiencies as rapidly as possible, it is
 

and marketing
recognized that the means to accomplish sound production 


practices will vary from product to product.
 



-15-


Costa Rica has successfully launched three NTAE products:
 
strawberry, cut flowers and ferns and ornamental plants. Each has had
 
particular difficulties in establishing itself, although broad categories of
 
problems are known -- volume is insufficient at first, quality is substandard 
or erratic, production and post-harvest handling technology are inadequate, 
and cold storage and transport are inadequate or unreliable. However, all of 
these areas are susceptible to technical assistance. Indeed, CAAP is already
 
carrying out technical assistance programs in those three products. This
 
experience forms the base for the implementation procedures which follow.
 

The crops which are likely to be selected by CAAP will initially be
 
exported in an unprocessed state and as the industry matures, it is
 
anticipated that processing will play an increasingly larger role in exports.
 
While this project aims to increase exports of fresh agricultural products, it
 
does so with the understanding that significant gains in foreign exchange
 
earnings and employment could be achieved through establishment of processing
 
industries. In the long term, project benefits could in part be measured by
 
the value added to the fresh product by processing in Costa Rica. However,
 
investment in processing facilities will not occur until . sustained level of
 
fresh product production has been achieved. In addition, the market for
 
processed product will be different from the fresh, requiring further analysis
 
of the feasibility of such an enterprise. Other ingredients, especially
 
sugar, may play a role in access to markets. Consumer preferences and quality
 
specifications are more important in processed foods than in fresh. NETS
 
Project resources may be used at a point late in the project to evaluate the
 
readiness of a particular product for investment promotion in processed form.
 
However, the present project does not intend to actively promote the export of
 
processed foods as a separate design element.
 

In order to eliminate products with poor market potential, the CAAP
 
has winnowed over seventy candidate products to twenty-one. Those with poor
 
production potential are in the process of being eliminated by CAAP, to be
 
reduced to, at most, twelve products for development. This selection
 
procedure eliminates the potential for investment in products with predictable
 
weaknesses. The products which remain will be those with economic merit,
 
needing sound production and marketing assistance to existing producers in
 
order to succeed as export industries. The Mission NTAE strategy accepts that
 
not all products will survive as viable export industries. Indeed, a failure
 
rate of 50% is anticipated.
 

It is also anticipated that not more than four NTAE products will
 
be selected by CAAP for promotion during each of the first three years of the
 
project. Among the selection criteria will be existence of a proven market
 
which Costa Rican exports can enter, availability of sea or air transport for
 
the exports, existence of production and marketing technology which can be
 
adapted or improved, and existence of some quantity of producers who are
 
already supplying local or international markets.
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For the selected NTAE product lines, CAAP will contract local and
foreign technical assistance to perform 
the overview study. This study 
will
describe the 
present state of the potential export, examining the evolution of
the production base, its 
strengths, its weaknesses and the sequence of 
events
required 
for ordecly developmei't of the product as an export. CAAP hasperfurmed three overviews on NTAE crops to date and has successfully appliedthe findings to its product assistance activities. The overview studyprovides the material for drafting of 
also 

a product profile 
- the instrument usedto promote the product as an investment. The profile inwill be produced
brochure form, organized according to the needs of both foreign and domestic
investment promotion. At the time of each overview, the methodology of the
economic analysis (Section V.B.) will be 
applied to determine the feasibility

of the investment of project funds.
 

The overview study provides CAAP with a summary of the specificNTAE crop industry. In 
the execution of the study, the producers of the crop,
especially the opinion leaders, will be identified. CAAP will coordinate with
these individuals 
in the form of a product steering committee in order to
guide the development of the assistance 
program and 
to assure responsiveness
to producer needs. This 
 committee will 
decide 
what local and foreign
technical assistance should be provided, 
as well as the form and timing of the
assistance. CAAP has successfully used this procedure in strawberry, flowers,
and ornamentals. 
 NETS project estimates of four person 
months of technical
assistance needs annually 
per crop, plus one 
person month in reserve, are
based on the experience of 
these first committees. 
 Due to overlapping needs
among some NTAE 
 products, technicians 
 such as plant pathologists and
scientists and packaging experts 
may be used for 
more than one product
visit. The contractual mechanism 
for these persons 
per
 

is described in Section
VI.C. 
 Technical assistance 
for each crop, whether provided under NETS dollar
financing 
 or through local currency, will 
 be closely coordinated with
academic, Ministry, CATIE and other relevant Costa Rican institutions 
to avoid
 
duplication of effort.
 

Based on the Mission's past experience in NTAE with 
the cut
flowers, ornamental plants 
and strawberries, 
the steering committee will be
the nucleus of 
a producer organization which will later 
develop in the NTAE
product promotion cycle. 
 Such associations will 
provide the basis for
regulation of quality 
self
 

and marketing, standardization 
of labor practices,
determination of 
research priorities and organization of extension services.
Often, producer associations 
 are financed through voluntary or mandatory
contributions 
which the industry levies on itself. 
 Indeed, this committee
begins this process by serving as the focus of industry activity 
for the
project, and therefore as 
the group responsible for establishment of the means
raise producer counterpart contributions.
to 
Each product committee is bound
by an agreement between 
CAAP and other participants in 
 the assistance
program. The agreement, similar to 
that which accompanies USDA Market Orders,
permits the signatories to 
require appropriate contributions from each 
party.
In the cases where a producer group 
is not yet a legal entity, the National
Chamber of Agriculture has acted for the 
producers until 
a group can be
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formed. The mechanism for raising counterpart contributions is already
 
working in three instances.
 

Once CAAP and the committee have established a program of
 
assistance to the NTAE crop, CAAP will assist in its implementation. The
 
funding of Lle activiLy, w~ic' will vary according to product, will tc split
 
among the NETS project (for dollar costs), the producers and the GOCR, through
 
CAAP (for local currency costs). Each assistance program is expected to last
 
three years, with CAAP providing 75% of the funds in the first year, 50% in
 
the second, and 25% in the third. The producers share begins at 25% and rises
 
as the CAAP contribution decreases. The producers' control of the program
 
will thus be firmly established.
 

CAAP expects to initiate this model of product development in
 
annual cycles as shown in the Implementation Plan, Section VI.A. The
 
activities will be undertaken with the cooperation of the Chamber of
 
Agriculture and its appropriate member chambers to ensure that the process
 
maintains a wide base of contact and support in the private sector.
 

Short Term Technical Assistance
 

Year 1 Year 2 Year 3 Year 4 Total
 

Policy Studies 12 16 10 0 38 
Production/Marketing 8 16 15 13 52 
Special Studies 5 7 6 6 24 

25 39 31 19 114
 

NOTE: 	 The first half of year one will be consumed by the competition and
 
contracting for the technical services.
 

3. Investment and Trade Promotion
 

*a. Background and Strategy
 

CAAP's investment and trade promotion activities will
 
complement dollar funded technical assistance and will provide promotional
 
support to the product assistance programs in two areas: attraction of
 
foreign investors and trade promotion through the provision of marketing
 
assistance and information. The second phase of activity will provide
 
promotional support to the product assistance programs in two areas:
 
attraction of foreign investors, and trade promotion through the provision of
 
marketing assistance and information.
 

The investment and trade promotion activities supported by
 
NETS will consist of a network of overseas offices through which, first, Costa
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Rican agricultural investment opportunities will be promoted among potential
 

foreign investors. Each regional office will be responsible for identifying
 

potential investors, promotion through presentation of investment
 

Costa Rica as a place to invest,
opportunities and investment advantages of 


Costa Rica and follow-up with investors. This
coordination of site visits to 


office network will also provide the trade promotion support needed by
 

in NTAE products backed by CAAP assistance
domestic investors investing 

promotion function will provide market information and
programs. This trade 


marketing assistance to facilitate NTAE exporters access to export markets.
 

New domestic producers of NTAE must have this type of assistance in order to
 

successfully market their products.
 

Attraction of Foreign Investment
 

Costa Rica will
The attraction of foreign investment to 


increase the generation of foreign exchange as successful NTAE programs are
 

established. The presence of foreign producers will also have a direct impact
 

on the industry in terms of upgrading production, technology and practices;
 

providing market information and an understanding of how foreign markets
 

function as well as pricing information; providing knowledge of quality
 

markets; and upgrading farm and production organizationstandards in foreign 
investors are not necessarily open toand management. Although many foreign 

sharing their know-how and information, there is important informal exchange 

of ideas and concepts between foreign controlled operations and local
 

producers at the owner, manager, supervisor and worker levels which will be of
 

benefit to Costa Rican production.
 

CINDE already has gained substantial experience in the
 

to the industrial sector. Since 1985 the
attraction of foreign investors 

the
CINDE Program of Investment Promotion (PIE) 	has been very successful in 


Rica. Past limited investment
attraction of foreign investors to Costa 


of the PIE program in the agricultural sector have shown
promotion efforts 

to attract. Investors in
that agricultural investors are more difficult 


manufacturing already have all the key elements of their business under
 

need a place and labor to set up a new operation. An

control and only 


coming to a new country with different climatic and
agricultural investor 

have to learn how to produce under new local
growing conditions will 


conditions. Even though the new agricultural investor must learn how to
 
and
produce under different conditions, his experience and market knowledge 


contacts will greatly facilitate the production and export of NTAE products.
 

CAAP will be adapting much of the PIE experience and investment promotion
 

its agricultural investment
methodology used in the industrial sector, in 


promotion effort.
 

Investment promotion by the overseas officers will consist of
 

involved in the products identified by CAAP

identifying producer and traders 


Companies will be
 
as having production and export potential from Costa Rica. 


selected for presentation of investment opportunities in Costa Rica. For
 

those potential investors interested, site visits to Costa Rica will be
 

program experience in the development of

arranged. The extensive PIE 
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itineraries for site visits and the actual handling of the site visits will be
 
used in the design of the CAAP system for managing itineraries. PIE will also
 
train both overseas and local CAAP personnel in all aspects of investment
 
promotion activities.
 

As part of the trade and investment promotional effort, the
 
CAAP will contract a study in the United States to identify names and
 
locations of companies involved in the production and marketing of the NTAE
 
products targeted by CAAP as possessing potential for export. This study will
 
develop a data base of companies which will be targeted for investment
 
promotion and for trade promotion. Companies targeted for presentation of
 
Costa Rican opportunities will be selected from the company lists compiled and
 
from contacts developed through the CAAP overseas officials. The data base
 
will also serve U.S. based CAAP officials to assist local producers to make
 
contact with potential buyers.
 

Prior to begining investment and trade promotion, CAAP will
 
develop a product profile for the initial products selected for assistance and
 
promotion. The product profile will provide the basis information needed by
 
the overseas investment promotion officer in -his presentation to potential
 
investors. By the end of 1987, CAAP is expected to have 6-7 products ready
 
for promotion including: flowers, strawberries, ornamental plants, black
 
pepper, vanilla, asparagus, and passion fruit. Each successive year an
 
additional 3-4 new products will be taken on for promotion.
 

Domestic Investment and Trade Promotion
 

Domestic investment will also be a key part of the CAAP
 
promotional program. While new foreign investors will form the nucleus of
 
many of the new NTAE industries, the major new investment in the long term is
 
expected to come from local investors. Actual promotion of the investment
 
opportunities among local investors is not believed to be necessary.
 
Experience has shown that local investors are anxious to enter into export
 
enterprises. Many investors have already invested in new non-traditional
 
export oriented ventures but are facing serious production, quality and market
 
problems. Problem solving for the new producer, on his own, is difficult and
 
expensive. The CAAP technical assistance programs will make it much easier
 
for the local investor to learn how to produce quality competitive product for
 
export. New local investors in these products are expected to seek out these
 
new NTAE opportunities once the industry is working well and has access to
 
technical assistance to resolve problems.
 

The major constraint facing the domestic investor once
 
production know-how is available, is access to markets. The CAAP trade
 
promotion function supported by NETS, will provide producers assistance on
 
marketing of their products overseas. This trade assistance is vital for
 
local producers to gain access to foreign markets and is one of the major
 
weaknesses inhibiting Costa Rican NTAE growth at the present time. Marketing
 
assistance will include identification of markets, market developments and
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trends, market contacts and assistance with making initial sales
 

presentations. After initial contacts are made between exporter and buy, rs,
 

CAAP's role will be reduced to that of monitoring progress of negotiations.
 

CAAP officials will not take part in negotiations.
 

CAAP will also assist Costa Rican NTAE exporters in defining
 

market, sales and customs/quarantine problems being encountered in the market
 

place. Many new exporters do not have the capital to travel abroad to define
 

the problems their products encounter. Consequently, a shipment may be lost
 

or payment not received for an NTAE shipment without the producer able to
 

determine what went wrong. A CAAP representative in the U.S. will be able to
 

assist in defining the problems faced by export industries in order to allow
 

exporters to define corrective measures required in the future. The CAAP
 

function will be to gather information and define problems. Under no
 

circumstances will it become involved in negotiations between exporters and
 

importers.
 

This access to market and product information and a clear
 

understanding of problems encountered by NTAE exporters in the export market
 

are constraints that must be resolved if the- effort to expand NTAE is to
 

succeed. In order to resolve these constraints, CAAP will establish an
 

overseas office capable of assisting Costa Rican exporters in two areas: (1)
 

trade promotion through the provision of market and product information, and
 

(2) definition of problems encountered. New exporters of NTAE constantly need
 

information to successfully market their products. Besides the market
 

information previously mentioned, this type of information will include
 

product specifications, quarantine requirements, packaging labeling and
 

shipping requirements, quality standards, and pricing information. Much of
 

the information needed by exporters is difficult to obtain quickly. The wide
 

variety of information required makes it difficult to secure all data from a
 

single source. For this reason CAAP will locate its own personnel in the U.S.
 

who will be responsive and responsible for CAAP's information and assistance
 

needs.
 

investors with
Jointventures are alternatives to allow local 


little or no knowledge in production or marketing of a product to join forces
 

with investors who can provide the missing information, contacts or know-how.
 

The CAAP, through the overseas offices, will be making a major effort to
 

identify overseas jointventure partners and match them to local investors.
 

Organizational Considerations
 

a 


between investment attraction and trade development with CAAP overseas
 

for both investment and trade promotion activities.
 

Overseas NTAE promotional efforts will require balance
 

personnel responsible 

Promotion efforts will be structured according to the individual product
 

needs. Promotional efforts may concentrate mainly on trade development if 

heavily towards new investors; foreigninvestment is oriented domestic or 

are reluctant toinvestment promotion may be emphasized if domestic investors 
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get involved in new opportunities identified. Success in initial promotional
 
efforts will determine how fast the additional offices should be opened and
 
the direction of the promotional activities.
 

In defining the CINDE NTAE trade and investment promotion
 
function, two basic organfz~tiona! structures within CINDE were analyzed:
 
agriculture vs. manufacturing and trade vs. promotion. It was determined by
 
CINDE with the approval of AID that CAAP should be responsible for all
 
agricultural investment trade and PIE the In
and promotion manufacturing. 

agriculture, invescors and traders are very closely related more so than in
 
manufacturing. Therefore, exporters of NTAE will benefit more from the
 
contacts being made if all agricultural contacts are concentrated within one
 
program rather than separating them between one group responsible for trade
 
and one for investment. In addition, as previously mentioned, agriculture is
 
more difficult to promote than manufacturing. Other countries like Ireland as
 
well as the U.S. territory of Puerto Rico originally established promotional
 
structures targeting manufacturing and overlooking agriculture and its
 
potential importance to their economies. It has been very difficult for these
 
countries to reorient their programs to achieve success in
equal agriculture
 
as has been achieved in manufacturing. -The conscious choice at an
 
agricultural vs. manufacturing structure will force CINDE to give equal time
 
and resources to NTAE and industry. The CAAP promotional efforts will be
 
dedicated to producing agricultural trade and investment results.
 

The PIE program is presently structuring an manufacturing
 
trade promotion program which will provide assistance to local manufacturing
 
industries to gain access to export markets. locations of CAAP
The overseas
 
personnel responsible for agricultural promotion will be coordinated with the
 
structuring of the new PIE trade promotion program and 
the present network of
 
PIE overseas offices to maximize tha use of resources and to assure no
 
duplication of office functions.
 

b. The Miami Office
 

The immediate priority for CAAF in its investment and trade
 
promotion strategy is to develop a capacity to supply market and product
 
information to potential exporters and to assist producers already exporting
 
to define problems encountered in the market. Therefore, initial CAAP
 
overseas effort will focus on establishing an office in Miami.
 

This Miami office will be opened in early 1988 and during that
 
year is expected to spend 75% of its time on information gathering and
 
assistance with problems faced by Costa Rican exporters. of
The remaining 25% 

time will be sp'nt on agricultural investment and trade promotion activities
 
within the state of Florida.
 

The Miami officer will be responsible for maintaining a
 
working relationship the USDA/APHIS information center
with new being
 
established 
in Miami. This USDA center will coordinate the procurement of
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information from the various departments of USDA. The CAAP Miami officer will
 

channel requests for information from Costa Rican producers to the USDA center.
 

of this office, the PIE program
Concurrent with the opening 

products which
will initiate limited investment and trade promotion of the 6-7 


profiles developed by

CAAP is rargeting for promotion in 1988. The product 


CAAP will provide the basic information to guide PIE promotors in their
 
or promotion
presentations to potential investors. Investment trade contacts
 

office but located in other regions will be passed to
 
developed by the Miami 


be reponsible for follow-up.

the appropriate CINDE regional office which will 


offices assist

This coordination and assistance from the PIE overseas will 


CAAP to test out and refine the design of the agriculture investment and trade
 

promotion methodology.
 

the Miami office is expected to spend an
Beginning in 1989 

of its time on agricultural investment and trade
 

ever increasing amount 

time is projected be necessary for information


promotion activities. Less to 

initial rush of interest and demand for
 

gathering and troubleshooting once the 


this type of assistance is over.
 

c. Additional CAAP Overseas Offices
 

produced in agricultural
The experience gained and results 

1988, will determine when and how
 

promotion by both CAAP and PIE during 

The need for location and timing of
 additional CAAP offices should be opened. 


the capacity of the program's
on an evaluation of
these offices will depend 

of products available for
produce results. The number
strategy and design to 


the potential for promoting further investment and trade
 
promotion and 

expansion will be important factorG in determining when to establish these two
 

offices.
 

on an evaluation of
The location of these offices will depend 

overseas
 

the potentially most lucrative markets in the U.S. These CAAP 

PIE network of offices.
the existing
offices may or may not be located within 


The decision will be based on the potential 
to
 

for agricultural investment and
 

will take into consideration the need 

trade contacts in each region, but 


offices jointly.
use of resources and economies of operating
maximize the 

Once the CAAP offices are established, they will become responsible for the
 

take over
 
follow-up on contacts generated by the Miami office and will 


trade efforts in their respective

agricultural investment and promotion 


regions.
 

d. Implementation Conditions
 

In order to assure an adequate basis for the establishment of
 

implementation letter will
 
CINDE trade and investment office, an AID
the 

of NETS funds for this component of the
 
stipulate that prior to the release 


project, CINDE will present to AID the following:
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1. A detailed operational management plan for the CINDE network
 
of overseas offices, including a description of the respective roles of PIE
 
and CAAP so as to maximize efficiency and avoid duplication of effort.
 

2. Completed NTAE product profiles for six products for which
 
trade and investment activities will be undertaken, including a dctailed
 
rationale for product selection and specific investment, employment and trade
 
targets.
 

Prior to any subsequent disbursement of NETS funds for the
 
expansion of the CINDE office network for trade and investment promotion,
 
following the establishment of the Miami office, an AID implementation letter
 
will be sent requiring CINDE to provide the following:
 

1. An implementation plan that details the specific activities to
 
be undertaken by CINDE/CAAP in close coordination with CINDE/PIE for
 
agricultural Investment and trade promotion.
 

2. A written justification for the establishment of each
 
CINDE/CAAP office.
 

4. Long Term Technical Assistance
 

Project Advisor:
 

Given the complexities of the CAAP program and the need for project
 
design assistance and close monitoring, AID will provide a long term project
 
advisor. The advisor will be in place for approximately four years (45 pm).
 
He/she will assist in the planning of CAAP's annual and medium term
 
operational plans, derive and present budgets, ensure adequate sub-project
 
design, monitoring of progress of each sub-project, and evaluation of CAAP
 
program elements, and assist senior CAAP management in the coordination of the
 
program. The Scope of Work for the Project Advisor is presented in Annex VI.
 

Cacao Production and Marketing Advisor
 

One of CAAP'S most important activities is the promotion of
 
increased economic efficiency in the domestic cacao industry. Since the 1979
 
decline in Costa Rican production due to monilia (frosty pod rot), recovery of
 
the industry has been financed through more than a dozen projects. These
 
efforts have resulted in disjointed industry development policy, uncoordinated
 
production and marketing assistance, and gaps in the availability of
 
appropriate production and postharvest technology. The international market
 
for cacao based products is expected to continue firm over the medium term,
 
pointing to the need for a national plan based on intensive, efficient
 
production rather than simply increased hectarage. CAAP does not and will not
 
have the role of provider of technology in cacao that it will have in the
 
other NTAE crops; rather its role is one of coordination and policy
 
development.
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The compiexity and sophistication of cacao development has resulted
 
in a chaotic situation in Costa Rica (See Annex VII). CAAP, assisted by a
 
project financed long term advisor, intends to bring a degree of order to
 
these development efforts. The recently orgnized Chamber of Cacao Producers
 
has not yet taken the leadership role in the industry nor does the Ministry of
 
Agriculture have a consolidated program. CAAP has entered the development
 
efforts due to the potential high return that increased production will allow
 
and due to a stable demand for cacao on the international market. The CAAP
 
program is focussed on the integration of cacao programs into a nationally
 
recognized policy. This involves harmonizing the existing splintered
 
agronomic and marketing activities, eliminating contradictions and promoting
 
alternatives where no policy yet exists. The CAAP staff and cacao advisor
 
will work with the Ministry of Agriculture, the Chambers of Agriculture and
 
cacao and various producer groups in this effort. (See Scopes of Work, Annex
 
VII.) 

As the complete technical and policy situation is clarified, CAAP
 
and the cacao advisor will stimulate the drafting of a national cacao
 
development plan by the Chamber and its constituents. This will entail
 
establishment of production and marketing priorities, quality controls, more
 
effective extension services and stronger marketing efforts by producer groups
 
such as cooperatives.
 

5. Special Studies
 

This component of the project covers ancillary services for NTAE 
promotion as well as certain administrative requirements for US assistance. A 
total of 24 person months of short term assistance is planned, broken out as 
follows:
 

Laboratory Services Development 5 pm
 
Air Cargo Development 4 pm
 
Assistance to the Chamber of Agriculture 7 pm
 
Bumpers Amendment Analysis 4 pm
 
Project Evaluation 4 pm
 

24 pm
 

Laboratory Services Development
 

Most NTAE crops require different sorts of chemical analysis for 
fertilizer and soils than do coffee, bananas or basic grains. Similarly, 
insects, nematodes and pathogens are much more risky in NTAE due to the 
intensive use of the same land over extended periods. CAAP is designing a 
program to promote the establishment private analytical laboratories which 
cater to NTAE problems. This program has a structure similar to that of the 
NTAE committees. Technical assistance is planned to ensure sound operational 
guidance in the establishment of this important support industry in support of 
expanded NTAE. 
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Air Cargo Development
 

Continued access to export markets is a major consideration for
 
NTAE production. An NTAE crops are developed, concomitant development must
 
occur in the air shipment of the products, especially in perishables. This
 
development requires careful operational planning. The project expects 
to
 
assist in evaluating the need for airport and off-airport facilities for NTAE
 
exports as well as actions to address other constraints to increased air
 
transport capability in Costa Rica.
 

Chamber of Agriculture 

The National Chamber of Agriculture and Agro-industry is presently 
the focus of information for production costs,, marketing trends and
 
organization development for the private agricultural sector. The Chamber has
 
access to several US data services and maintains a library of current
 
technical literature, including cost profiles for traditional and
 
non-traditional crops. Project resources are planned to assist in the
 
development of information services, permitting the Chamber to remain abreast
 
of its members' needs.
 

Bumpers Amendment Analysis
 

The "Bumpers Amendment" and AID policy require that assistance 
provided under the FAA not substantially impact on competing US exports to 
third country markets. The formal Mission procedure for determination of 
appropriate use of project funds is shown Section V.E. Shouldin the
 
determination require a detailed study prior to a decision, project funds will
 
be used to prepare appropriate data and analysis.
 

Project Evaluation
 

One mid term and a final project evaluation are planned to assess
 
progress and ensure appropriate modifications to the project design. Each
 
evaluation anticipates two person months of assistance. (See Section VI.D.)
 

IV. FINANCIAL PLAN/DISBURSEMENT SCHEDULE
 

A. Financial Plan
 

This project will require $11.9 million of which $3.5 million
 
(29.4%) will be an AID Development Assistance grant, with the remaining $8.4 
million (70.6%) coming from ESF PL 480 Title I local currency provided under 
Memoranda of Understanding (MOUs) with CINDE/CAAP as well as the participating 
producers' contributions.
 

The project funding period will be from FY 1987 through FY 1988 to 
cover expenses for FY 1988 through FY 1991 (four years). The Mission plans to 
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1987 and $1.5 million in kY 1988. The financial
 
obligate $2.0 million in FY 


Financial

tables for the project, including the Summary Cost Estimate and 


and the Projection of Expenditures by Fiscal Year, follow this
 
Plan 

These tables reflect projected costs by specific inputs, by cost
 
discussion. 


those inputs, and by foreign exchange and local currency.

elements within 


incurred to cover salaries, $1.8
 
Most of the costs covered by the AID will be 


Of this 58.2% is for the direct salaries or the
 
million (51.4%). amount 


Project Advisor, Cacao Advisor and Investment/Trade salaries; and the
 

term technical assistance salaries planned under
 
remaining 41.8% is for short 


a subordinate contractual agreement to be negotiated by CAAP. Most of the
 
costs
 

costs covered by other contributions will be incurred to cover direct 


The following is a summary breakdown of contributions to the project

(56.0%). 

and the specific inputs to which contributions will be made:
 

SUMMARY COST ESTIMATE AND FINANCIAL PLAN
 
(In US $000)
 

OTHER CONTRIBUTIONS
 
PROJECT
FX PRODUCERS 


TOTAL TOTAL
AID CONTRIB CAAP 


357.0 2,285.0 2,642.0 3,672.5

Salaries 1,030.5 


31.7 143.0 915.0 1,058.0 1,089.7

Benefits 


0.0 630.8
0.0 0.0
Tvl & Transp. 630.8 

141.0
0.0 0.0
141.0 0.0 


Other Dir Costs 780.9 3,500.0 1,200.0 4,700.0 5,480.9
Allowances 


0.0 885.1
0.0 0.0
Sub Agreement 885.1 


4,400.0 8,400.0 11,900.0

TOTAL 3,500.0 4,000.0 


technical assistance to be prov.ded

The number of person months of 


and their cost is as follows:
 

TECHNICAL ASSISTANCE BUDGET BY PERSON MONTH 

(In US $000)
 

OTHER CONTRIBUTIONS
 
PROJECT
PER FX PRODUCERS 


MOS AID CONTRIB CAAP TOTAL TOTAL
 

81 916.0 2,500.0 1,790.0 4,290.0 5,206.0

Long term TA 

Short term TA
 

200.0 800.0 1,000.0 1,374.0

38 374.0
Policy promotion 

52 564.0 500.0 1,000.0 1,500.0 2,064.0


Technology transfer 
 1,064.0
 
Special Studies 24 264.0 300.0 500.0 800.0 


7,590.0 9,708.0

195 2,118.0 3,500.0 4,090.0


TOTAL 


The direct costs of the consultants providing short-term technical
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assistance has been calculated based on a projection of current costs of
 
approximately $13,500 per month per person, estimating a 26 work-day month.
 
The individuals are assumed to be top-level professionals in their respective
 
fields.
 

In addition there are the Investment Promotion budget support costs
 
as follows:
 

TRADE AND INVESTMENT PROMOTION BUDGET
 
(In US $000)
 

OTHER CONTRIBUTIONS
 
FX PRODUCER PROJECT
 

AID CONTRIB CAAP TOTAL TOTAL
 

Salaries 684.0 0.0 86.4 86.4 770.4
 
Benefits 21.1 0.0 34.6 34.6 55.7
 
Intl Travel 172.8 0.0 0.0 0.0 172.8
 
Per Diem 44.4 0.0 0.0 0.0 44.4
 
Direct Costs 459.7 500.0 189.0 .689.0 1,148.7
 

TOTAL 1,382.0 500.0 310.0 810.0 2,192.0
 

The sum of the components illustrated in the preceding tables give
 
the total project costs as follows:
 

SUMMARY BUDGET
 
(In US $000)
 

OTHER CONTRIBUTIONS
 
FX PRODUCER PROJECT
 
AID CONTRIBUT CAAP TOTAL TOTAL
 

Technical Asst 2,118.0 3,500.0 4,090.0 7,590.0 9,708.0
 
Investment Prom 1,382.0 500.0 310.0 810.0 2,192.0
 

TOTAL 3,500.0 4,000.0 4,400.0 8,400.0 11,900.0
 

The contributions made by the producers which are in kind have been
 
valued using current market prices.
 

Contingencies have not been budgeted as such given the flexible
 

nature of the cost of the technical assistance to be provided. The intent is
 

to budget for a given assistance level of variable cost and therefore
 

contingencies are not necessary as a discrete budget line item.
 

The method of implementation and financing for this project will be
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the direct reimbursement method.
 

All contracts for technical assistance, with the exception of the
 

will be managed by the Mission, will be managed by

Project Advisor, which 

CINDE.
 

will be charged with the responsibility ot sound cash

CINDE 


the detailed accounting

management and fiscal control for all funds, including 


cash outlays and expenditures by obligating

and reporting on cash receipts, 


to be used and
 to which CINDE is a party). Forms

document (any contract 


to be followed by CINDE for discharging its responsibilities will
 
procedures 

be those established by the Mission for U.S. dollar financing.
 

The systems for internal control and accounting within CINDE for
 

this project have been carefully analyzed by

the financial management of the
 

In order to provide senior

been found to be satisfactory.
Mission and have 


CINDE and AID with continued assurance that adequate

responsible officials of 


resources provided
are exercised in handling
financial management practices 

CINDE's financial records for the
 

under the project, an independent audit of 

The cost of this audit will be funded
 

project will be performed annually. 

under ESR MOUs and is
 

mostly from the counterpart local currency provided 

item. The small portion


included under the Evaluation and Audit budget line 


of dollars, if any, which may be necessary for audit activities will be funded
 

from the short-term technical assistance line item.
 

All direct AID obligations funded under this grant will be handled
 

the manner established by AID for such
 
by the Mission directly in form and 


purposes.
 

CINDE has agreed to
 
With regard to the project's recurring costs, 


here-in described after AID's assistance is
 
continue supporting the efforts 


the degree its resources permit.
terminated, to 


producer counterpart contributions will
 
It is anticipated that 


be made by the assisted
will
total costs. T.ese contributions
total 34% of 
Initial contributions will
 

producers as project development advances.
export 

farm and warehouse, chemicals, green houses,
(land use,
be furnished in kind 


been valued at $3 million. As the technology transfer
 
etc.) and have 


will begin making counterpart

activities become established, the producers 


in the amount of $ 850,000, financing the 
in cash as well,
contributions 


are gradually withdrawn. Cash contributions will
 
activities as project funds other activities
 

made toward costs of training, technical assistance and 

at the
be 

CAAP will devise, for approval by USAID,

provided by the project. 


a counterpart contribution monitoring

implementation,
beginning of project 
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system which will assist CAAP in coordinating inputs of various sub-project
 
implementors.
 

Counterpart contributions will cover all local currency expenses
 
for the project, while the AID grant will cover all expenses incurred in US
 
dollars or other foreign exchange.
 

CAAP's operating budget is provided by CINDE from an endowment
 
received from AID in 1983. Program funding for CAAP has been provided from
 
ESF local-currency resources, jointly programmed by USAID and the GUCR under
 
annual agreements. CAAP also received funds generated from PL 480 Title I
 
from the Ministry of Planning (MIDEPLAN), jointly programmed with the Mission
 
(PL480 local currency is granted under an agreement directly between CINDE and
 
MIDEPLAN). The total annual local currency operating expense and program
 
budget for CAAP, and thus its yarly contribution to the NETS project, is
 
equivalent to $1,100,000 from ESF and PL480 sources, and represents 37% of the
 
NETS project funding.
 

The yearly counterpart contributions will be as follows:
 

COUNTERPART CONTRIBUTIONS
 
(us $000) 

Producers 600.0 900.0 1,100.0 1,400.0 4,000.0
 
CAAP (GOCR) 1,100.0 1,100.0 1,100.0 1,100.0 4,400.0
 

TOTAL 1,700.0 2,000.0 2,200.0 2,500.0 8,400.0
 

Expenditures over the four year life of project are projected as 
follows:
 

PROJECTED EXPENDITURES BY FY ($000) 

Total FY 88 FY 89 FY 90 FY 91
 

3,500 800 1200 900 600
 

Detailed financial tables are contained in Annex IX.
 



B. DISBURSEMENT SCHEDULE
 

FY 88 FY 89 FY 90 FY 91 

1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 

Short-Term Technical 
Assistance 

t1,254,000 

Policy Studies 

$ 418,000 

38 pm 66 66 44 44 44 44 33 33 22 22 

Production/Marketing 

572,000 

52 pm 44 44 44 44 44 44 44 44 44 33 44 33 44 22 

Special Studies 
t 264,000 

24 pm .. .. 33 22 22 22 22 11 22 11 22 11 22 11 22 11 

Investment Promotion 

$ 1,682,000 

-- 140 140 140 140 126 126 126 126 98 98 98 98 76 75 75 

PSC Project Advisor 

$ 336,000 

45 pm -- 21 21 21 21 22 22 22 22 23 23 23 23 24 24 24 

PSC Cacao Advisor 

t 228,000 

36 pm 18 18 18 18 19 19 19 19 20 20 20 20 -- --

Disbursements by Quarter -- 161 322 311 289 276 277 266 266 228 229 207 207 164 165 132 

Disbursement by FY 794 1108 930 668 
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V. FACTORS AFFECTING PROJECT FEASIBILITY
 

A. Institutional Feasibility
 

Institutional Structure. CINDE, the intended recipient of the NETS
 
grant, is a non-profit private-sector association created in 1982 under the
 
Costa Rican Association Law. Two CINDE divisions are active in investment and
 
export promotion whose goals are the creation of new jobs and generation of
 
foreign exchange. The Program of Investment and Exports (PIE) is responsible
 
for investment promotion utilizing a network of five overseas offices in the
 
U.S.A. and Europe. Its primary focus is on the attraction of manufacturing
 
investors to Costa Rica although agribusinesses are also being targeted for
 
promotion. The Private Agricultural and Agroindustrial Council (CAAP) is
 
charged with the task of promoting investments within the agricultural
 
sector. This division was created in 1985 in response to a need to stimulate
 
a reactivation of the stagnant agricultural export sector.
 

As part of the investment promotion process, CAAP addresses the
 
constraints to increasing production and productivity which are restricting
 
the growth of specific export crops and of the sector in general. Specific
 
activities and programs are being created to resolve identified constraints
 
which will lead to the expansion of agricultural production and exports. CAAP
 
has already developed a strong base for transfer of production and marketing
 
technology through its programs of strengthening flower, plant, and strawberry
 
exports. Funds from CAAP have been complemented by contributions from the
 
beneficiary producers, both in local currency and in kind. CAAP has been
 
participating in the PIE investment promotion activities where agribusiness
 
has been concerned, providing local currency-financed support in Costa Rica
 
for investor visits. The policy dialogue carried out to date has been
 
successful in air transport and has been supportive of reforms in export
 
incentives. However, all these activities have been financed in local
 
currency; in many cases, however, external expertise is necessary to maximize
 
the efficiency of CAAP's efforts and now will be provided with the dollar
 
resources from this project.
 

Organization. The CAAP will have the responsibility of identifying
 
and programming uses of the NETS project funds as well as the supevision of
 
the activities funded. Utilization of funds will be requested from AID by
 
CAAP through CINDE which is the legal entity with authority to receive and
 
disburse such grant funds. Each activity to be funded by the NETS project
 
will either be part of a larger product assistance program or of a more
 
general effort to resolve specific broader issues constraining the
 
agricultural sector as described in Section III. C.
 

The manager of CAAP has had extensive private sector experience in
 
both local and international agribusiness companies and has been very active 
with the local Chamber of Agriculture and National Investment Council. The 
CAAP professional staff is composed of four persons, three with agricultural 
degrees ind one with an industrial engineering degree. Three of the four have 
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Masters in Business Administration and all are bilingual which will maximize
 
their participation in attending to potential foreign investors and foreign
 
experts providing technical assistance or carrying out studies. The CAAP role
 
is catalytic, oriented towards promoting and designing investment and export
 
programs rather than project management which would require a much larger
 
staff to implement numerous diversified programs. Studies are contracted out
 
or specialists hired with project or local currency funds for specific tasks
 
to augment the CAAP staff and to avoid the creation of a large bureaucracy.
 
This methodology will be continued under this project, thus making it
 
unnecessary to hire additional permanent staff for that purpose.
 

The CAAP has a Consejo (council) which is responsible for reviewing
 
and approving the development of CAAP activities and programs. This Consejo
 
reports to the CINDE Boad of Directors. The Consejo is comprised of 12
 
prominent agricultural leaders representing all the key activities of the
 
agricultural sector from cattle, rice growing, flowers, vegetables, coffee
 
growing and processing, to food processing and macademia nuts. While the CAAP
 
staff is young and relatively new to development activities, the private
 
sector approach being given to the program and the seasoned guidance provided
 
by the Consejo give CAAP a unique opportunity to bring to fruition high impact
 
programs. Access to foreign technical expertise through the NETS project will
 
help to fortify CAAP's ability to mount effective development programs.
 

Since CINDE's inception in 1982, AID has supported a variety of 
local currency grants to the organization for different developmental 
activities - train.Lng, export promotion, PVO's, etc. As a result of this 
experience, AID is satisfied that CINDE possesses the necessary managerial 
competence to plan and implement the NETS project activities as conceived, and 
further, to account for all funds provided by AID and counterpart producers
 
according to mutually agreed methods.
 

B. Economic Feasibility
 

The objective of this analysis is to determine whether or not
 
technical assistance programs such as described in the project paper can be
 
justified in economic terms. While direct experience in the evolution of NTAE
 
products in Costa Rica is thin, the coffee and banana industries provide
 
guidance in successful intensive culture. Four relatively recent NTAE
 
industries also contribute to the analysis.
 

The NETS project provides technical assistance to the target export
 
crops on the assumption that the assistance is necessary to successfully
 
initiate an efficient NTAE industry. The effects of this assistance will be
 
seen in the incremental income and foreign exchange generated by the new
 
exports. It is therefore appropriate to measure the economic success of the
 
project by comparing the investment in technical assistance to the incremental
 
foreign exchange. The effects of policy reform and of the cacao program are
 
omitted from this analysis for lack of reliable, quantifiable financial
 
indicators.
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In order to eliminate products with a poor market, the CAAP
 

winnowed over seventy candidate products to twenty-one. Of these, those with
 

poor production potential are being eliminated, leaving at most twelve
 

products for development. This selection procedure eliminates the potential
 

for investment in products with predictable weaknesses. The products which
 

remain are those with economic merit, needing sound production and marketing
 

technology and a dollop of luck to succeed as export industries. The Mission
 

NTAE strategy accepts that not all products will survive as viable export
 

industries with a failure rate of 50% anticipated.
 

Composite Crop Calculations
 

Since the crops which will be selected under the project are
 

yet unknown, there is no sure method of forecasting the economic success
 

which the project will obtain. However, enough is known from present
 

intensive traditional crops and from the four cases of NTAE to construct
 

a composite NTAE crop whose developmental behavior is representative of
 

the various candidates. The construction of the composite is detailed in
 

Annex VIII. The calculations of return on project investment are based
 

on successful development of six crops and,- by contrast, only three
 

crops. This level is chosen in view of the project's tolerable level of
 

failure, which is 50% of the twelve selected crops. Thus, the total
 

return on project funds will be understated in the analysis.
 

The composite crop assumes the following:
 

- An initial production base of 110 producers, of whom 100 are 

small (average size in production of 0.5 ha) and relatively 

inefficient in per hectare yields. The remaining 10 are 

larger and relatively more efficient.
 

- Relative production efficiency, based on use of modern 

technology, is calculated to be 4:1 for large and small 
the four NTAE cases. Large producersproducers, based on 

generally use more advanced technology than do smaller 

producers; this technology gives about four times the yield of 
low technology. Further, not all small producers will adopt 

to
the new technology, rejecting it for reasons unconnected 


the economic benefits. These reasons include preference for
 

other use of time, distaste for complex management, resistance
 

to change, etc.
 

- The increase and mix of production units as production for 

export evolves varies with ease of entry into the business. 

Small units, which require relatively less capital and 

rearrangement of other activities by the farmer, are more 

likely to occur than are production units dedicated to massive 

scale. In the four NTAE cases plus coffee, small production 

units multiplied by a factor of 4 when profitable export 
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levels were reached. In banana, coffee and flowers, large
 
production units multiplicd by a factor of 3 as profitable
 
export was achieved.
 

Export prices are stable during the project at $4/unit, a 
price which is derived from the four NTAE cases. Exports in 
the four cases were at 10% of total production before export 
promotion began.
 

Domestic consumption is stable during the project, based on
 
strawberry and pepper industries. Flowers and plants have 
negligible domestic consumption. 

The state of the production base before the project 
intervention is therefore: 

100 producers x 1000 units/ha x 0.5 ha - 50,000 units 
10 producers x 4000 units/ha x 10.0 ha - 400,000 units 

Total Production 450,000 units 

Valued at the export price, the industry produces: 

$4/unit x 450,000 units - $ 1,800,000 

of which 90% ($1,620,000 or 405,000 units) is consumed domestically 
and 10% ($180,000 or 45,000 units) is exported. 

After the project technical assistance is applied, the anticipated 
structure of the producers is as follows: 

Previous Investment 

50 producers x 1000 unit efficiency x 0.5 ha - 25,000 units 
50 producers x 4000 unit efficiency x 0.5 ha - 100,000 units
 
10 producers x 4000 unit efficiency x 10.0 ha - 400,000 units
 

Total 525,000 units
 

New Investment 

150 producers x 1000 units x 0.5 ha - 75,000 units 
150 producers x 4000 units x 0.5 ha - 300,000 units 
20 producers x 4000 units x 10.0 ha - 800,000 units 

Total 1,175,000 units 

GRAND TOTAL 1,700,000 units 
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Total export value of the industry production would be:
 

$4/unit x 1,700,000 units = $6,800,000 

of which some ($1,620,000 or 405,000 units) is still consumed
 

domcstically and the rest ($5,180,000 or 1,295,000 units) is exported.
 

The net gain in export earnings when the industry is at full development
 

is $5,000,000 over pre-project production. Full development of the
 

export industry is estimated from the four cases to require five years to
 

establish. This time period is reflected in the table, Annex VIII, which
 

show the incremental export earnings of the project.
 

Thus, for the number of products successfully established as
 

export industries, the return on the project is expected to conform to
 

Table 2. The table compares three possible project outcomes with a fixed
 

rate financial investment. Project success is sensitive to the number of
 

NTAE crops which become viable. Although twelve crops will be promoted,
 

not all will succeed. Thus the table compares minimum performance with 
subminimum and better than expected results. Annex VIII shows projected 

foreign exchange flows, the expected pattern of investment, and the 

generation of employment which complete the economic analysis.
 

Table No. 2
 

Comparison of Rates of Return to Project Investment
 
($000)
 

Project Investment: $11,900,000
 
Financial
 

150% of Minimum Investment
50% of Minimum Minimum 

Services Level Services Level Success Level Compounded Leve
 

Year 	 (3 Products) (6 Products) (9 products) at 18% 
14,0421 	 10,079 10,079 10,079 

2 11,079 11,579 11,579 	 16,569
 
19,552
3 	 12,079 14,079 16,079 

21,079 	 23,074
4 15,579 26,579 


5 21,579 33,079 44,579 27,227
 

51,079 31,773
6 30,579 71,579 


7 42,579 75,079 107,579 37,902
 
-


8 	 56,579 103,079 161,579 


1.612 	 1.18
IRR at year 6 .094 .853 


IRR at year 7 .411 1.487 2.563 1.18
 

IRR at year 8 .725 2.115 3.773 1.18
 

Conclusion
 

The project investment will be returned in incremental foreign
 

second after tolerable level of
exchange by the year the PACD if the 


failure is not exceeded. As the calculation is predicated on minimum
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returns, there is the possibility that benefits from additional
 
successful products could strengthen the project's return. The project
 
shows an IRR of 1.48 for the minimum performance level at 2 years after 
PACD, rising to 2.11 in the seventh year.
 

C. Social Soundness Consideration 

Until recently Costa Rica was considered a model of political 
and economic stability for a developing country. Following an import
 
substitution strategy for two decades (1960-1978), Costa Rica sustained
 
an average real GDP growth rate in excess of 6 percent per year. During 
this period, Costa Rica achieved one of the highest levels of per capita 
income in Latin America. Compared with other countries in the area, the 
benefits of growth in income were equitably distributed, health services 
became widely extended, infant mortality declined sharply, and the rates 
of population growth fell. In a political setting in which the
 
democratic tradition has survived longer than any other in Central or
 
South America country, Costa Rica seemed well on its way toward
 
eradicating poverty.
 

By 1979, the terms of trade turned against Costa Rica as
 
coffee prices fell sharply from their 1977 high and the price of
 
petroleum doubled. Trends in real growth of the GDP dropped sharply and 
fell to a negative rate in 1982. This economic crisis was characterized 
by double digit inflation, huge public sector deficits, sharp and adverse 
shifts in the terms of trade, the creation of an enormous external debt, 
rising unemployment, and the disappearance of commercial sources of
 
credit.
 

While the details of the economic crisis have been explained 
elsewhere in this document, it should be noted that the crisis had a 
drastic impact on the standard of living of the average Costa Rican.
 
Real wages declined strongly in 1981 and 1982; even after some recovery 
in 1983, they were at only 74% of the 1.979 level.
 

Efforts by Costa Rica since the economic crisis, supported by 
AID, have focused not only upon stabilization of the economy but upon
 
laying a basis for sustained economic growth by reforming the financial 
system to a more free-market orientation, decreasing public sector
 
expenditures, removing disincentives to exports and production, etc.
 
Since 1985 inflation has stabilized at about 12-15% (though for 1987 it 
is somewhat higher) and an improvement in external terms of trade (coffee 
and oil) and some increase in demand for Costa Rica's non-traditional
 
exports will make possible a growth rate in GDP of some 3% in 1986, up 
from 1% in 1985.
 

The economic situation is, of course, detrimental to the
 
poor. In addition to sharing inflation and other serious consequences of
 
the crisis with the rest of the population, the poor suffer
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disproportionately from unemployment and shrinking social services
 
budgets. By providing essential resources to the producers of
 
non-traditional agricultural exports, this Project will generate greater
 
NTAE production for export, contributing therefore to overall economic
 

recovery. From that will follow more employment, higher real wages, and
 
improved social services. In many lesser developed countries, the
 
argument that general economic growth will be equitably distributed to
 
all sectors of society (including the poor) might not be valid. Costa
 
Rica, however, has long had a strong commitment to the equitable
 
distribution of wealth. History has demonstrated this commitment
 
transcends political shifts and other short-term conditions.
 

The objective of this Project is to contribute to the growth
 
of the Costa Rican economy by stimulating development in the agricultural
 
sector. This new investment will generate substantial increases in
 
employment and wages due to the financing of new or expanded
 
agro-industrial projects.
 

The target population of the Project can be divided into three
 

distinct categories of beneficiaries: (1) entrepreneur/investors, (2)
 
unemployed or underemployed laborers and (3) farmers. Project activities
 

will ultimately benefit each target group either directly or indirectly.
 
Jobs will be created for unskilled and semi-skilled labor in the
 
agro-industrial operations affected by the project. Expanded investment
 

opportunities will be offered to both local and U.S. investors,
 

entrepreneurs or businessmen who in the past would not have had access to
 

the technical, marketing, investment and promotional assistance to be
 

provided by the Project.
 

The producers, processors, or manufacturers who will benefit
 
from this Project will be those who can develop or have a comparative
 
advantage for export marketing. By directing essential resources to the
 

producers of exports, the project will generate greater production and
 
.thereby contribute to overall economic recovery. From that will derive
 

more employment, higher real wages, tax revenue and better social
 

services. Costa Rican's poor will be ultimate beneficiaries of the
 

Project.
 

D. Mission Capability
 

The NETS project is a part of the Mission's Non-Traditional
 

Agribusiness Export Strategy which, following intensive Mission review,
 

was finalized and officially adopted in January, 1987. Implementation of
 

the strategy is presently administered by a professional staff member
 

within the Rural Development Office in close coordination with Office of
 

the Private Sector. The project will be part of this officer's range of
 

ongoing agribusiness implementation responsibilities.
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E. Bumpers Amendment
 

The "Bumpers Amendment" and A.I.D. policy prohibit support for
 
the production of agricultural commodities for export that are likely to
 
have a significant impact on competing U.S. exports in third country

markets. Funds theretore wili not be made available for any project or
 
activity that is specifically and principally designed to increase
 
agricultural exports in Costa Rica that reasonably
can be expected to
 
cause substantial injury to United States exporters. Funds will not be
 
made available for the production of agricultural commodities for export

to 
third country markets that are deemed to be direct competition with
 
U.S. agricultural exports.
 

Prior to funding any NTAE project or activity, the Mission
 
will make a threshold determination for each commodity with the following
 
points of analysis:
 

- The destination of the commodity in question;
 

- The magnitude of production likely to result from the project; 

- The likely export markets;
 

- The volume of U.S. exports of the commodity in question and
 
similar commodities; and
 

- The U.S. share of the world or applicable regional market 
which could reasonably be expected to be effected by increased 
Costa Rican exports of the commodity. 

If this threshold determination is positive, CAAP will perform
 
a study under the "Special Studies" component of the project to review
 
the market, U.S. export participation in the market, and the effects of
 
increased Costa Rican export to the market. Based on the 
study results
 
as well as the project or activity documents, the Mission will determine
 
the appropriateness of U.S. assistance to 
 the export project. Each
 
determination will be considered valid for the life of the project.
 

It is clear that most NTAE products contemplated by our
 
strategy will not effect U.S. 
exports in any significant way. However,

these exports could effect U.S. production for domestic use. Special
 
care must be taken to assure that export programs supported by AID will
 
be developed a fair and basis avoid
on equitable to subsidized export

activities. Until Costa Rica exports wheat, soybeans, or dry milk under
 
a USAID project, the Mission believes that there is little chance of
 
conflict with the Bumpers Amendment or AID policy. A list of potential

NTAE commodities under consideration is included as Annex V.
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VI. PROJECT IMPLEMENTATION
 

A. Project Implementation Schedule
 

FY 88, Quarter 1
 

Bid and contract project advisor
 
Bid short term technical assistance contract
 
Receive budget and advance funds for Miami investment office
 
CAAP submits CY 88 work plan for approval
 
CAAP selects 4 new products to promote
 

Quarter 2
 

Project Advisor begins work
 
Contract short term technical assistance firm
 
Determine needs and schedule short term assistance
 
Bid and contract cacao advisor
 
Determine sites for agricultural investment offices,
 

initiate offices
 
CY 88 work plan approved, MOU signed
 
New product overviews and program designs
 

Quarter 3
 

Cacao advisor begins work
 

4 new product programs begin
 
Cacao promotion program begins
 
CY 87 product programs make first reduction in CAAP funded
 

budgets
 

Quarter 4
 

Review performance of investment offices against targets
 

FY 89. Quarter 1 

CAAP submits CY 89 work plan for approval
 
Determine CY 89 short term technical assistance needs
 

CAAP selects 4 new products to promote
 

Quarter 2
 

CY 89 work plan approved, MOU signed
 
New product overviews and program designs
 

Investment promotion budget reduced to 90% project financing
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Quarter 3
 

4 new product programs begin
 
CY 87 product programs make second reduction in CAAP funded
 

budgets
 
CY 88 product programs make first reduction in CAAP funded
 
budgets
 

Quarter 4
 

Review performance of investment offices against targets
 
Interim Evaluation
 

FY 90, Quarter 1
 

CAAP submits CY 90 work plan for approval
 
Determine CY 90 short term technical assistance needs
 
CAAP selects 4 new products to promote
 

Quarter 2
 

CY 90 work plan approved, MOU signed
 
New product overviews and program designed
 
Investment promotion budget reduced to 60% project financing
 

Quarter 3
 

4 new product programs begin
 
CY 87 product programs terminate
 
CY 88 product programs make second reduction in CAAP funded
 

budgets
 
CY 89 product programs make first reduction in CAAP funded
 

budgets
 

Quarter 4
 

Review performance of investment offices against targets
 

FY 91, Quarter 1
 

CAAP submits CY 91 work plan for approval
 
Determine CY 91 short term technical assistance needs
 

Quarter 2
 

CY 91 work plan approved, MOU signed
 
Investment promotion budget reduced to 30% project financing
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Quarter 3
 

CY 88 product programs terminate
 
CY 89 product programs make second reduction in CAAP funded
 

budgets
 
CY 90 product programs make first reduction in CAAP funded
 

budgets
 
Final evaluation begins
 

Quarter 4
 

Review performance of investment offices against targets
 
Project close out for NETS
 

CAAP continues activities
 

B. Disbursement Procedures
 

No deviation from standard AID disbursement procedures is
 

anticipated. Because the dollar costs of this Project are grant funded,
 

the source and origin of dollar financed goods and services will be the
 

United States, Geographic Code 000. Disbursement for local currency
 

counterpart costs will likewise be made in a manner acceptable to AID.
 
These procedures will be transmitted to CINDE via Implementation
 
Letter(s).
 

CINDE maintains adequate accounting records and has been
 

regularly audited by an external CPA firm. Agreement has been reached on
 

the maintenance of separate accounts and records per standard AID
 

procedures.
 

C. Procurement Procedures
 

The selection of consultants and contractors and other dollar
 

expenses of the NETS Project will be done in accordance with standard AID
 

procedures. Appropriated DA dollars under this project will fund only
 

dollar expenses of technical assistance and studies as previously
 

described. For those acquisitions for which CINDE is responsible, terms
 

and conditions will be enumerated in subsequent Implementation Letters.
 

The project contains three contractual elements: a personal
 

services contract for project advisor services, a personal services
 

contract for coordination of cacao assistance and short term technical
 

assistance contracts. Further, the grant to CAAP will contain funds for
 

the operation of its investment promotion office(s). All these
 

activities are expected to initiate shortly after obligation of the
 

project and continue for the project life.
 

Project Advisor. USAID will advertise and contract for four
 

person-years of long term technical assistance to serve as project
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coordinator. (See Section III.C. and Annex VI). The advisor will be
 
physically located in CAAP and be available for daily consultation with
 
senior CAAP employees. It is anticipated that the advisor will hold an
 
MBA or related advanced degree and a minimum ten years experience in
 
agribusiness management in Latin America. Entry on duty of the project
 
advisor is atilcipated in month four of the project.
 

Cacao Advisor. USAID will advertise and contract three person
 

years of long term technical assistance for a cacao technical
 
coordinator. (See Section III.C. and Annex VI). The cacao advisor will
 
be located in CAAP and will be in daily consultation with public and
 
private sector leadership in the industry and will assist CAAP to
 
coordinate the development of a cacao technical package and disseminate
 
the technical information. The advisor will hold an. advanced degree in
 
agronomics or related agricultural field, with at least seven years
 

experience in administering agricultural extension programs. Entry duty
 
is expected in month seven of the project.
 

Short Term Consulting Services. The Project includes 114
 
person months of short term technical assistance to CAAP in the
 
identification and solution of macroeconomic/sectoral policy constraints,
 
in the diagnosis, design, and oversight of production and marketing
 
technology transfer, and in specific studies related to Mission
 
assistance, such as PD 15 analysis and project evaluation. It is
 
preferable that the services be procured by CINDE under an institutional
 
contract following standard AID competitive procedures. (For levels of
 
effort and illustrative services, see Section III.C.) However, as
 
questions presently exist as to CINDE's ability to effectively carry out
 
the contracting function, the decision to utilize CINDE as the
 
contracting organization, as opposed to USAID, will be made early on
 
during project implementation. No funds for short-term TA contracting
 
will be made available to CINDE until USAID/Costa Rica is satisfied that
 
CINDE possesses the capability of effectively carrying out this function.
 

A single institutional contract for short-term services has
 

been selected based on administrative and technical considerations. A
 
single contract reduces the administrative burden required to support
 
individual contracting action for short term technical assistance given
 
requirements for competition, evaluation of bids and contracting.
 
Further, the services to be obtained will be consolidated into one
 

accounting activity, avoiding a proliferation of accounts and paperwork.
 
Technically, the services sought are disparate, covering a broad range of
 

specialized fields. However, certain activities have synergistic
 
attributes; others are not specific to one specialty but rather could be
 
consolidated across the new industries. Therefore, a single contract for
 

the short-term component represents the best option for the integration,
 
coordination and management of the services to be provided. The
 

procurement plan for these services is expected to be complete and
 
services available in month 5 of the project. Qualifications of the
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technicians will be specified in the individual scopes of work.
 

Investment Promotion Support
 

The development and implementation of the investment and trade
 
of AID implementation
promotion activities will be controlled via the use 


offices are justified (See Section III.C.3 and

letters. As overseas 


work and budgets will be approved by the

Section VI.A), the scopes of 


will be based on the completion of
Mission. Approval of the offices 

including studies of investment and
detailed justifications by CINDE 


trade potential in the US, promotional materials and completion of work
 

plans and investment targets.
 

Given the above the project will finance the overseas offices
 
Funds will be advanced
beginning in FY 88 and continuing through 1990. 


to CINDE against approved budgets, with further advances based on the
 

budget and the liquidation of previous advances. The Mission will
 
administration will be


control disbursements, but the accounting 

contained in Annex IX.
performed by CINDE. Detailed budgets are 


D. Evaluation Plan
 

in implementing
In addition to ongoing reviews of progress 


of the Mission NTAE strategy, the project (under the

various aspects 


item) finance formal, in-depth

"Special Studies" line will two 


independent contractors. The first

evaluations using AID/W assistance or 


evaluation will take place mid-way during the life of the Project and
 

will examine the progress made toward achievement of the Project purpose
 

and the institutional capacity of CINDE/CAAP to carry out the various
 

Project. The recommendations made in the

elements contained within the 


CINDE and the Mission to modify the

first in-depth evaluation will permit 


project, if required.
 

The second and final in-depth evaluation will take place
 

the Project purpose and
before project termination and will be focused on 


other factors affecting purpose achievement, and will make
 

NTAE promotion by CINDE/CAAP or
for the continuation of
recommendations 

via alternate mechanisms.
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VII. Condition Precedent to Disbursement
 

A. Conditions Precedent to Initial Disbursement
 

Prior to first disbursement of funds under the Cooperative
 
Agreement, or the Issuance by AID of documentation pursuant to which
 
disbursement will be made, the Grantee will, except as the Parties may
 
otherwise agree in writing, furnish to AID in form and substance
 
satisfactory to AID, evidence that CINDE has established a separate,
 
dollar-denominated bank account to control the receipt and disbursement
 
of DA Project funds and other pertinent information.
 



ANNEX I
 
Page 1 of 2
 

LOGICAL FRAMEWORK MATRIX
 

Narrative 


Goal: To stimulate growth 

in the Costa Rican agri- 

cultural sector, resulting 

in increased levels of em-

ployment and foreign ex-

change earnings. 


Purpose: To support the 

development of Costa Rican 

export programs for non-

traditional export products. 


Objectively 


Verifiable Indicators 


1. Increased agricultural 

exports. 


2. GDP growth reestablished 

at 5% per annum. 


3. Public sector deficit 

reduced--costs declined, 

revenues increased, 


4. Incremental 	FX earnings
 

of $28 million by 1995.
 

1. CAAP fuctioning effectively 

to develop technical 

support plans, address 

policy promotion issues and 

develop investment promotion 

packages for export products. 


2. 	Production and marketing 

plans developed and being 


implemented. 

3. Investment packages 


formulated. 

4. 	CAAP and CR agribusiness 


export groups effectively 

cooperating for mutually 

agreed goals. 


5. 	CINDE overseas offices 

functioning in investment 


amd trade promotion roles.
 

Means of
 

Verification 


1. National income. 

production statistics. 


2. 	IMF data. 

3. 	GOCR/BCCR reports. 


1. 	CAAP/CINDE records. 

2. Project reports, 


audits, evaluations, 

3. 	BCCR reports. 


Assumptions
 

1. 	Maintenance of market
 
growth for Costa Rican
 
exports.
 

2. Maintenance of pro-export
 
policies by GOCR.
 

3. Steady growth ana
 
of Costa Rican economy.
 

1. CAAP has institutional
 
capability to perform
 
required planning, con
tracting and implementation
 
functions.
 

2. Adequate incentive exist for
 
domestic/international
 
investment in CR agribusiness
 

schemes.
 
3. 	No insurmountable obstacles
 

to overcoming agribusiness
 
export constraints.
 

4. CAAP has support of private
 
sector agribusiness community
 
who 	will solicit CAAP assis
tance and participate in its
 
programs.
 



Narrative 


Output Summary:
 

1. 	Products selected 


for export promotion. 


2. 	Product promotion plans 


developed for each 


chosen export product. 


3. 	Technical Support, 


policy and investment 


promotion packages 


developed as part
dof pdct pan. 


4. 	Trade and investment 


promotion functioning 

overseas. 


Inputs: 


1. 	AID Grant funds. 


2. 	Private counterpart 


contributions. 


3. 	CAAP contributions. 


4. 	Technical Assistance. 


Objectively 


Verifiable Indicators 


1. 	Year 4 - 8 to 16 products 


(Cumulative). 


2. 	Year 4--8 to 16 


product promotion plans. 


3. 	Technicians contracted, 


investments made. 


4. 	Three CINDE/CAAP offices 


established, 


(LOP) (($OO0) 

33,500,000 

4,000,000 


$4,854,0004. 

- LT technicians 


- ST technicians 


- Trainees 


Means of
 

Verification 


1. 	CAAP/CINDE, 


project reports. 


2. 	Project reports, 


CAAP/CINDE reports. 


3. 	Project reports, 


CAAP reports and 


contracts. 


4. 	Project and CAAP 


reports; 
trade statis-


tics. 


i. 	AID documents. 


2. 	CAAP reports, project 


reports. 


3. 	CAAP records, 


project reports. 


4. 	Project and CAAP 


records. 
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Assumptions
 

1. 	Product selection will be
 

made based upon adequate
 

technical and marketing
 

analysis.
 

2. 	Plans achievable based on
 

sound analysis and it
 

successful will increase
 

N1AL. 

3.a. 	CAAP can coordinate
 

these activities.
 

b. 	CAAP has analytical
and 	coordinative
 
adcodntv
 
ability to plan/arrange
 

appropriate TA and
 

training.
 

4. 	CAAP role in overseas office
 

functioning will be coordinato
 

with PIE to avoid duplication
 

1. 	Funds available.
 

2. 	Export growers willing
 

to contribute.
 

3. 	CAAP capability; TA needs
 

identified.
 

4. 	CAAP capability; training
 

needs well defined.
 



INITIAL CNVIR"MTAL EXAINATION
 

ANNEX II
 

Project Location Costa Rica 

Project Title: Non-raditional Agricultural Exports 7ecrdical Su ort 

Funding: FY 1987, $3,500,000 

Life of Project: 4 years 

Project Description: The Project will provide techrdcal assistance az 
training in support of export programs for non-traditional agricult~zal 
products. 

Action: The project contemplates support for private agricultural prodLucers 
on rni-traditional export products through the provision of dollar fu*ec 
technical assistance, studies and training to overcome technical ar. 
policy-level constraints to increase Costa Rican agricultural exports. Tn
project contenplates no procurement of any agriculturally related commodity, 
pesticide, herbicide, etc. and contemplates for procurement only such items a 
books, software packages, and like supplies that will have no effect on ttv 
natural or physical environment. The AID support is being made availaSl1 
through the Costa Rican Coalition for Development Activities (CINDE) Wiict 
will adopt a policy of non-involvement in promotion of any export proxUcl 
which would result in an unacceptable increase in environmental cost to Costi 
Rica. 

Based on 22 CR 216-2(C), (1), (1), and (ii) and 22 CFR 216 2(C), (2), i) 
the project would be exempt from an environmental analysis.
 

lEE prepared by: 

USAID Environmental Officer 

Concurrence: z 

Acting MissionRlc 
USAID/Costa Rica
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I. ASAMBSLEVICEEAL 

I.- Ublcacif'n Islestructura\I- Su #.irc ter 

2. ObjetivoiK
 

So6i objetivo. de la Asamblea General dicter y manterier actumlitad 
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siP'j , votscift. SeCrA'eh. qUe Onicatente votarin estos. '5" 
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Is Juto Directive.Ie encovieride3. Las deals qua 
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0s5 Corrr con el 
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lntOTffICif
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6 n y supeTViSi6n
n, ejecucl
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floTes 


trabajo.

su respectiva Area de 


2.- ObetivoS
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Son objetivos dr1g5r y controlar
como6
n correspondlente, osi 
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programs 

su ejecucl6n.
 

3.- YuncOnes
 
Directivo,
Consejo
del respectivo


par& conocitiento 
a. Preparar 

presupuesto del Program&.
 

plan de trabojo y el
el 


Preperar las modificaciones presupuestarlasb. 

bast& pot


profesionales
de servicios

Ia contratccl6n c. Aprobai 


C200.000 (doscientos all 
colones).
 

Inicleestos a 
par& CINDE, sean 

d. Conocer los proyectos de lnterks 
o privados. S.
 

o de organismos p~blicos 

de sus Asocisdos 6f, apro%
tiva 1s Asocisci
los fines de
con
consecuentes (quirientos
los encuentre de 9500.O00
monto 

que no sobrepasen el r.
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bar al Consejo Directivo de 
Informar
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Los
sigulente.
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f. £stab]eceT co. Is politics de 
acordes
PrograWs,narios del 


Is 3unto Directiva.
po7 


procedimientos administTativos.
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h. 	Aprobar los g8tos de viajes -1 -:.-terlor y los gustos de repre
sentsci6n que scan necesarlvs. de acuerdo con los respectlvol 
teglsmentos. 

1. 	Preparar Is agenda de ]as seslones del respectivo Consejo en
 
consults con el PresIder.re. 

4.- runclonarios Ejecutivos Prrncipales 

Cerente de Progrss de nonratlento del respectivo Consejo Directivo 

5.- Relciones Internas 

CoT. ]as demis Gerencls d( ProFrara8 pare coordinar, y con el DepAr

tarento de Serviclos Generales para tecIbIT spcyo. 

6.- Reluclones Externas 

Con las personas y funclon8los de las organizaciones que establezcan 

relaclones con CINDE. y con los furcionarlos Subernamentales que tengar 
relac16n con los proyectos en ejecici6n a su cargo. 

Vi. D£PARTA1ENTO DE SERVICIOS GENERALES 

I.- Ublcaci6n en la estructura - Su carcter 

Depende directamente del Director Ejecutivo y su carcter es el de 
un organismso que presto servlclos comunes de apoyo a Is Direccl6n Ejecutiva 
y a los deais Programs& de is Asociaci6n. 

2.- Obetlvos 

Brindar el soporte necesarlo pars el buen desarrollo de las activi

dades y fines de Is Asoclecl6n. 

3.- Funclones 

a. 	Custodlar y maneJar los valores financleros de CINDE, de modo 
que se obteng el mixiso rendiciento posible, excepto en aquellos 

que se reciba con un fin especiflco. 

b. 	Establecer y manejar e) sisteme de administraci6n financiers
 

(Contabilidad y control presupuestarlo).
 

c. 	Manejar los desembolsos de la Asoclaci6n (confeccl6n de cheques). 

d. 	Efectuar Is adquisici6n de equips, Otiles y materiloes de oficina, 
custodiarlos y SUuinistraros a los servIdores de Is Asociecl6r. 
confor e con 1.. necesidades existentes. 

e. 	Manejar y sdministrar los serviclos senerales corunes pars los
 

Prograzas de Is Asoctaclin.
 

f. 	Colaborar en las lsbores de Is Auditoria Externa. 

http:PresIder.re
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jefe del DepartV. to de Sery1C1oS' Generale&, de hosbramlento 4.1l 

Dircitr jecutivo.
 

5.. Relei laesSn~v. 

Co~n Is Direccift EjecutlIva, pats brindat inforu.cift, recibir'1rstT.-

~ clones y car. las Gerencias de Program&S. pars brindar apoyo., 

1eI$CIane' E.Xternas
-6.-


Cor ser,%-dOreS P~bIICOS o de Orgar1Z.CIones privadas que tengar. 

relac16n coi. lc serviclos que prests. 

de Is sesl6n N0120*Aprobado po Is Junta DIrectiva en el articulo, 1 

celebrada el 1hartes 20 de agosto de 1985
 

RIGE A PARTIR DEL 10 DE SETIEMSKE DE 1985 
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Dire-tOr 

a IP-s fin--1:iacione5irv aI&pe seta a inforrk-rile qae gracias 
Por 3z AID a n,,Pstro Conisejo los progr~res irici) a\-V

otorgaias e-- rveoesario pre-
Zan en forlnb ml.y saetisfactoria. Para el futuro 

on el fin de oo-ntr:.tar 
veer fuentes de fn&-)cia~i6n. en G6iares 

nos permnitn curpir coni ciertoe
tEmcis y serviCios extemx) qje 
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wpeetos Ge 
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Ul 


discutir 185 rnemsidaies expiestas.
 

Sin otro particul&. lo saluia. 

Ate-itarnte,
 

a0EEJO A2PDz3.Uo
 

AoTJ0,us'riM1A PRIM
 

-,a; 6e la EspriellL
 

Gerente
 

EMtef
 

c.c.: Archavo
 

Sr. Wael P:sario
 

CAAPIEZ399-86. 

dleos en occio6 pota el ptogreso 

"po 7170-1ODD &:)- Josb. Coslo Rco
le'.. 33-17-11 -1eWax 3514 C9WOE 
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Drcermbre 2. 1966 

Se f, or 
Daniel Chaij 
Director 
A.I.D. 
Presente
 

Muy estimac-o seIor:
 

CAAP, CINDE est& eje'cutandoLos programas que por medio del 
A.I.D. favorablegracias a la financiaci6n obtenida del marchan 

mnerte .
 

de que en un futuro sea necesario
Se prevee la necesidad 

para estos programas una financiaci6n en d6lares para la contra

tdcnicas servicios externos no disponibles en el
 
taci6n de y 


en cuenta estas necesidades al efectuar 
pals. ',e ruego tomar 

su pla, amiento financiero.
 

Bid

Sin otro particular al respecto se suscribe de usted. 

l~AI 'L= : L 

A 
Atentarnente, 


COALICION COSTARRIC E DE PV .- C....... J :!"-

IrROOR ECE IVED13INCITIASD
iNI CIATIVAS DERLL 

...... ........ .......
 
_a E.4 

-teDirector - Gere 

Dr(c- _ 

CAAPIFV1427-86 -i _' 

Ideos en occibn pora el progreso _1 - 

le' 33-17-11 - lex 3514 CINDE A"do 71701000o Sn Jose. Coslo Ro 9j. L 
1-.
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C49W
CO'. NCL65 DESA&OLLO 

20 de agosto de 1987
 
DG-278-87
 

Sr. Richard Archi
 
Director a.i.
 
Agencia pata el Desarrollo
 
Internaciona! (AID)
 
S. D.
 

Estimado seftor Archi:
 

He revisado la descripci6n del proyecto NETS pot el cual la AID va
 
a otorgar una donac16n de $3.5 millones a CINDE, para set utilizada
 
pot la divisi6n de Consejo Agropecuario y Agroindustrial Privado (CAAP)
 
en su programa de promoc16n de exportaciones agricolas. En mi opini6n
 
considero que el proyecto es aceptable para CINDE y CINDE a travs
 
del CAAP, tiene la capacidad de implementarlo.
 

De usted con toda considerac 6n y estima,
 

Federico Vargas
 
Director Gerente
 

FVP:auz.
 

Ideas en acci6n paro el progreso
 

Tel. 33-17-1 1- Telex 3514 CINDE Apdo 7170-1000 Son Jose. Costo Rico
 

.2 



ANNEX V
 

NTAE CROPS UNDER CONSIDERATION FOR COSTA RICA
 

Cut Flowers
 

Ornamental Plants
 
St rawberry
 

Cacao
 
Asparagus
 

Broccoli, Fresh
 
Broccoli, Frozen
 
Cauliflower, Fresh
 
Cauliflower, Frozen
 
Artichokes
 

Snowpeas
 
Miniature Vegetables
 
Black Pepper
 

Heart of Palm
 
Macadamia Nut
 

Specialty Melons
 
Tea
 
Honey
 
Mango
 
Vanilla
 
Nutmeg and Mace
 
Plantains
 
Soursop/Cherimoya
 
Blackberries/Boysenberries
 
Raspberries
 
Passion Fruit
 

Tomatoes for Processing
 

Shrimp
 
Pineapple
 
Papaya
 
Cashew 
Annatto
 
Rubber
 
Ethnic Root Crops
 



ANNEX VI
 

Statement of Work
 

NETS Project Advisor
 

Background: USAID is providing both dollar and local currency support to
 

CINDE/CAAP for the promotion of nontraditional agricultural exports. The CAAP
 

NTAE program Involves a complex series of technology transfer, policy reform
 

and investment promotion activities related to more than a dozen products or
 

support services. Promotion of these products must address agronomic
 

technology adaptation, marketing barriers, and export policy suited to
 

traditional products. CAAP has promoted three enterprises to date
 

(strawberry, cut flowers, ornamental plants). Under the USAID-financed
 

program, CAAP will promote up to twelve other export products over the next
 

four years. In addition, CAAP will promote services related to nontraditional
 

exports, such as air transport and laboratory services. In conjunction with
 

other CINDE investment programs, CAAP will carry out a program of promotion of
 

domestic and foreign agricultural investment. CAAP will also develop NTAE
 

policy alternatives and present them Zo the GOCR as part of the structural
 

modifications taking place in the agriculture sector.
 

Level of Effort: 45 person months in San Josi, Costa Rica beginning January
 

1, 1988.
 

Objective: The Project Advisor will assist the Manager of CAAP in the
 

development and implementation of a program to promote nontraditional
 

agricultural exports.
 

Scope of Work:
 

1. 	The Advisor will assist the CAAP Manager in the preparation of the annual
 

work plans and budgets required by USAID under the dollar and local
 

currency project financing arrangements. The Advisor will assist in
 

monitoring the implementation of the work plan to identify problems and
 

constraints, to refine implementation decisions and to meet the planned
 
targets.
 

2. 	The Advisor will assist the CAAP Manager in identifying and quantifying
 

policy constraints to increased contribution by the agricultural sector to
 

the national economy. The Advisor will assist in developing appropriate
 

background information to permit suggestions of policy reform alternatives
 

to public and private decision-makers and to support the adoption of the
 

suggested alternatives.
 

3. 	The Advisor will assist CAAP in selecting nontraditional crops for
 

promotion as exports, develop appropriate profiles and background for the
 

promotion effort, design and implement the technology transfer activity
 

and evaluate the results of the product promotion effort.
 

P
 



4. 	The Advisor will assist CAAP, in close coordination with other branches of
 

the CINDE organization, in developing and coordinating domestic and
 

foreign investment promotion activities. The Advisor will assist in
 

linking 	 the technology transfer activities to those of investment
 

domestic investment and in
promotion, in setting targets for foreign and 


monitoring the performance of the promotion effort.
 

5. 	The Advisor will assist the Cacao Manager in developing a medium term
 

strategy for CAAP's export promotion activities, including goals, general
 

wuhudology, and areas of priority for policy reform.
 

at 	the staff level
6. 	The Advisor will be the principal contact with USAID 

submission
for ensuring information flows between CAAP and USAID for the 


of documents for cash advances and liquidations in accordance with
 

the observance of applicable AID regulations
established budgets, and for 


in contracting and procurement.
 

Reports Required:
 

a summary
1. 	Monthly, the Advisor will furnish to the USAID Project Manager 


status report of each of the activities undertaken under CAAP/AID program.
 

2. 	Quarterly, the Advisor will furnish to the USAID Project Manager a report
 

of the Advisor's principal accomplishments of the past quarter and the
 

plans for the comming two quarters.
 

Qualifications:
 

in 	 agribusiness or agricultural
1. 	MBA or equivalent degree or degree 


economics. Strong background in finance and economics is desirable.
 

Not 	less than 10 years experience in agricultural production of perishable
2. 

product exportation is
 

crops for export. Experience in processed 


desirable.
 

management of an agribusiness

3. 	Not less than 6 years experience in 


enterprise, at least three of which in Latin America.
 

4. 	Minimum S3-R3 Spanish, with appropriate technical vocabulary.
 



Statement of Work
 
Cacao Advisor
 

Background: USAID is providing both dollar 
and local currency support to
 
CINDE/CAAP for the promotion on nontraditional agricultural exports. The CAAP
 
program involves a complex series of technology transfer, policy reform, and
 
investment promotion activities. One of these activities is the promotion of
 
increased econumic efficiency in the domestic cacao industry. Since the 1979
 
decline in Costa Rican production due to nonilia (frosty pod rot), recovery of
 
the industry has been financed through than a dozen
more 	 development
 
projects. These efforts have resulted in disjointed industry development
 
policy, uncoordinated production and marketing assistance and 
gaps in the
 
availability of appropriate production and postharvest 
technology. The soft
 
international market for cacao based products is expected the
to continue over 

medium term, pointing to the need for a national plan based on intensive,
 
efficient production rather than simply increased hectarage.
 

Level of 36 	 San Jos6, Costa
Effort: person months, in Rica, beginning April
 
1, 1988.
 

Objective: The Cacao Advisor will assist the designated CAAP Project Manager

in the development and implementation of a program to improve policy and
 
technical support in the cacao industry.
 

Scope of Work:
 

1. 	The Advisor will assist the CAAP Cacao Project Manager to identify policy
 
constraints to public and private sector sponsored cacao development
 
activities. The will in the development of
Advisor assist background
 
information to support the formulation of policy alternatives and in the
 
planning and implementation of a campaign to win acceptance for these
 
alternatives by the GOCR and the cacao industry.
 

2. 	The Advisor will assist the CAAP Cacao Project Manager in cataloging the
 
various public and 
private activities in Costa Rican cacao development and
 
to identify external sources of information and support for this
 
development. The Advisor will assist in the integration of technical
 
production packages offered to 
farmers by various development entities, in
 
the harmonization of cacao promotion activities with individual geographic
 
areas and in the identification of gaps and redundancies in the industry.
 

3. 	Based on the analyses conducted in the two previous points, the Advisor
 
will assist the CAAP Project Manager in designin6 and implementing a plan
 
to improve the efficiency of the Costa Rican cacao industry. The
 
Advisor's role in the industry plan will be that of a coordinator, rather
 
than that of an operational technician.
 



4. 	The Adv:kior will assist in coordination of the cacao activities with other
 
CAAP activities financed by USAID, including the annual work plan and
 

budget and the medium term CAAP development strategy.
 

Reports Required:
 

1. 	Monthly, the Advisor will provide the USAID Project Manager with a summary
 

report of the cacao activity.
 

2. 	Quarterly, the Advisor will provide the USAIO Project Manager with a
 
report indicating the Advisor's principal accomplishments of the part
 
quarter and the principal objectives for the coming two quarters.
 

Qualifications:
 

1. 	Master of Science or equivalent degree in agronomy, agribusiness, or
 
marketing with strong economic background.
 

2. 	At least 10 years experience in production and marketing of cacao and its
 
derivative products, preferably in Latin America.
 

3. 	At least 5 years experience in management of a cacao related business,
 
preferably with experience in exportation.
 

4. 	Demonstrated knowledge of international cacao marketing, supply and demand.
 

5. 	Minimuo $3-.R3 Spanish.
 



ANNEX V1I
 

CACAO PROMOTION ACTIVITIES
 

;lanting/Hectarage Expansion
 

IBRD Project in Atlantic Region
 
$26 million total over 7 years to begin in late 1987
 

$22.5 zillion in credit through National Bank of Costa Rica
 

(IDA and NAG assistance contracted by BNCR)
 

$3.0 million in road rehabilitation and equiment for MOPT
 

$.5 million in foreign technical assistance
 
Covers Sixaola to Guapiles, expecting to increase hectarage from 4500 ha
 
to 7000 ha by 1994.
 

BID 	Project in San Carlos
 
Implemented by COOPESANCARLOS and BANCOOP.
 
026 million in small farmer cacao loans outstanding.
 

CDC/BID Project in Coto Sur
 
Part of oil palm project, a L8.8 loan
 
Planting in 500 new ha of cacao on 360 small farms in addition to 571 ha
 

of existing cacao. Project is being implemented by IDA.
 

UNESUR 
To be implemented by Presidency, MAG and MIDEPLAN with EEC. 

1500 ha of cacao to be seeded on Bananera land in 10 ha parcels. Cacao 

activity is part of an ambitious integrated rural development project. 

The project includes assistance to beet and palm production, housing 

construction, and rehabilitation of drainage canals. EEC contributes $10 

million, while GOCR contributes $13 million. Five year implementation 
begins is early 1987.
 

Cimara de Productores de Cacao
 

Seeks creation of cooperatives and a declaration that cacao is a
 

nontraditional crop.
 
Promote seeding of improved cacao, varietal improvement, technical
 
assistance, and cheap cacao credit. No budget assigned.
 

USAID Northern Zone Project
 
Nursery for cacao seedlings at Upala. Project continues until 5/88.
 

ANAI 
Network of cacao nurseries in Talamanca from Rio Estrella to Sixaola. 

new cacao are said to have been distributed. ProjectPlants for 450 ha of 

continues until 10/87.
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FIDA/BCIE Project inWorthern Zone, 

$2.6 million in general agriculture crcc'~t through -the IB.HCF in Guatubo and, 

~,> European Economic Coinunity (EEC) 8-2 ea n18sae 
Project in the Puriscal areas Project NO.- 21. Bgn n18,ae 
covered: 119 ha. Credit throughBNCR-Fideiccymi. 

44- 44 

BNCR 

060 million in various cacao loans outstanding.
 

Extension
 

MGSeveral extension agents, but no firm program in effect.
 

Fermentation/Marketing 

None identified.
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ANNEX VIII
 

Investment and Employment Targets
 

Project Investment Targets
 

The coffee and banana industries are well established in Costa Rica's
 
export markets. They succeed due to production efficiencies (cost control,
 
use of current technology, links to reserach) and to marketing efficiencies
 
(volume, qua~ity, delivery, ability to catch market trends). The goal of NTAE
 
products is to match these efficiencies as rapidly as possible. The means 
to
 
accomplish sound production and marketing practices varies from product to
 
product.
 

Costa Rica has successfully launched three NTAE products: strawberry,
 
cut flowers and ferns, and ornamental plants. Each has had particular
 
difficulties in establishing itself. Flowers 
and ferns are capital intensive
 
and require intensive production technology of the sort not usually found in
 
Costa Rica. Ornamentals are sensitive to increased volumes from other
 
producing countries and are being held to increasingly rigid product
 
specification. Strawberries require control of production costs, 
and careful
 
post harvesting 
availability and 

handling. 
access to 

All 
tran

these 
sport. 

crops 
The 
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fourth 

affected 
crop, p

by 
epper, 

cold 
is 

storage 
treated 

below. 

Given the problems, there seems little obvious incentive to invest in
 
NTAE. However, an analysis of five dollar denominated projects as presented
 
in the AIR Project Paper, Annex VIII (1986), shows projects having an IRR
 
range of 32.11% to 38.48% for the agricultural sector and of 23.71% to 30.79%
 
for the manufacturing sector. As this evidence suggests, the highest returns
 
are in the non-traditional agriculture related projects. The major
 
assumptions stipulate that productivity and quality of the products are two
 
important factors that require close attention if those high IRR are to be
 
achieved. 
Both these factors are sensitive to technical assistance.
 

In order to eliminate products with a poor market, the CAAP winnowed
 
over seventy candidate products to twenty-one. Of these, those with poor
 
production potential are being eliminated, leaving at most twelve products for
 
development. This selection procedure eliminates the potential for investment
 
in products with predictable weaknesses. The products which remain are those
 
with economic merit, needing sound 
production and marketing technology and a
 
dollop of luck to succeed as export industries. The Mission NTAE strategy
 
accepts that not all products will survive as viable export industries with a
 
failure rate of 50% anticipated.
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Production and marketing technologies in NTAE are usually
 

heterogeneous. Efficiency is generally related to farm size, with larger
 

farms being more productive in both economic returns and per hectare yields.
 

The development of the three NTAE products bear this out, as does the
 

following case in black pepper. The gains in productivity for the industry
 

derive from new producers who arrive with larger production areas and more
 

modern technology. Some but not all of the original producers adapt, while
 

some new producers do not use the new technology. An infusion of technical
 

assistance in the formative years of the industry reinforces the attitude that
 

modern practices in agronomy, finance, and marketing are valuable and so worth
 

continuing after project resources are terminated.
 

An 	Example of an NTAE Development: The Black Pepper Industry
 

The black pepper industry is one of the newest non-traiditional
 

agricultural industries in Costa Rica. The UNDP reports a total area of 40
 

ha. in 1979. Approximately 80% of that total belonged to one producer in
 

Sarapiquf. In 1977, la Asociaci6n Bananera Nacional (ASBANA) established a
 

pilot project in the Gu~piles area. Approximately 50,000 plants (equivalent
 

to 30 ha.) were distributed among 23 small producers. However, most of the
 

plantations were progressively lost due to the incidence of the pepper foot
 

rot and the lack of appropriate technology dissemination to control the
 

disease. In 1983. the Ministry of Agriculture estimated a total of 20 black
 

pepper farmers on 70 hectares.
 

Table No. 1
 

Major Pepper Producers in 1983
 

No. Farmers Planted Area
Production Zones 


20.5
Atlantic 	 12 


Sarapiquf 	 4 40.0 * 

Quepos 	 2 1.0
 
1.0
Southern Zone 	 2 


62.5 ha.
TOTAL 	 20 


* 	 One farmer owned 38 ha. 

Source: MAG 
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The average national yield was about 1050 kg/ha in 1983. This 
average is based on considerable variability since most of the reported 
farmers were small and used limited production technology. Most small 
farms, were about 0.5 ha. 

Hy 1987, the prodiuctive black pepper area in Costa Rica was 
estimated in 120 ha. An additional 170 ha should enter production by
1989. The new areas are being planted by medium size (5 to 30 ha.) and 
small producers (.25 to 5 ha.).
 

One hundred and twenty participants attended a seminar in
 
September 1987 on black pepper. The discussion held by agronomists and
 
producers highlighted the need for research and extension among producers 
if Costa Rica wants to further develop its industry. If a technical 
assistance scheme is developed, farmers could produce between 3500 and 
6000 kgs of black pepper per hectare.
 

The Composite Crop
 

To arrive at the economic analysis in the project paper, a
 
composite NTAE crop was constructed. The cash flow in the analysis, plus

the investment and employment calculations, are based on that construct.
 
Due to the quantity of the background material, the basis for the
 
composite crop is shown in a separate document. Extracts appear here to
 
support statements concerning the generation of foreign exchange,
 
investment and employment.
 

Incremental Foreign Exchange Earnings
 
Six Successful Products
 

($000)
 

Product
 

Year 1 
 2 3 4 5 6 Total
 

2 500 500 
 - - 1,000
 
3 1,000 1,000 500 500 
 - - 3,000
 
4 2,000 2,000 1,000 1,000 500 500 7,000
 
5 3,000 3,000 2,000 2,000 1,000 1,000 12,000
 
6 4,000 4,000 3,000 3,000 2,000 2,000 18,000
 
7 5,000 5,000 4,000 ,4,000 3,000 3,000 24,000
 
8 5,000 5,000 5,000 5,000 4,000 4,000 28,000
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Incremental Foreign Exchange Earnings 
Nine Successful Products 

(00o) 

Product 

Year 1 2 3 4 5 6 7 8 9 

2 
3 
4 
5 
6 
7 
8 

500 
1,000 
2,000 
3,000 
4,000 
5,000 
5,000 

500 
1,000 
2,000 
3,000 
4,000 
5,000 
5,000 

500 
1,000 

2,000 
3,000 
4,000 
5,000 
5,000 

-
500 

1,000 
2,000 
3,000 
4,000 
5,000 

-

500 

1,000 
2,000 
3,000 
,4,000 
5,000 

-
500 

1,000 
2,000 
3,000 
4,000 
5,000 

-

500 
1,000 
2,000 
3,000 
4,000 

-

500 
1,000 
2,000 
3,000 
4,000 

-

500 
1,000 
2,000 
3,000 
4,000 

Three Successful Products 
($000) 

Year 1 2 

Product 
3 Total 

1 
2 
3 
4 
5 
6 
7 
8 

500 
1,000 
2,000 
3,000 
4,000 
5,000 
5,000 

500 
1,000 
2,000 
3,000 
4,000 
5,000 

-
-

500 
1,000 
2,000 
3,000 
4,000 

500 
1,500 
3,500 
6,000 
9,000 

12,000 
14,000 

Investment Estimates - Composite Crop 

Lov tech investment/ha 
Hi tech investment/ha 

$ 5,000 
25,000 

For each industry pre project investment 

100 producers x .5 ha x $5,000 -

10 producers x 10 ha x $25,000 -

250,000 

2,500,000 

Total investment $2,750,000 
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Estimated post project investment
 

Previous producers
 
50 producers x .5 ha x 55,000 = 125,000
 

50 producers x .5 ha x $25,000 = 625,000
 
10 producers x 10 ha x $25,000 = 2,500,000
 
New producers
 

150 producers x .5 ha x $5,000 375,000
 
150 producers x .5 ha x $25,000 = 1,875,000
 
20 producers x 10 ha x $25,000 = 5,000.000
 

Total investment $10,500,000
 

Total New Investment $ 7,750,000 

New Investment by Source
 

Foreign 
project Solicited 3 large farms 

x $250,000 $ 750,000 
Project Catalized 6 large farms 

x 250,000 $1,500,000 

Domestic
 

Project Solicited 120 small farms
 
x $12,500 1,500,000
 

Unsolicited:
 

11 large farms x $250,000 2,750,000
 
30 small farms x $ 12,500 375,000
 

150 small farms x $ 2,500 375,000 

Total per new export industry 7,750,000
 

For the Project
 

Although the project intends to solicit investment in all twelve selected crops,
 
only six of the crops are expected to become viable. Investment targets will be
 
based on only six crops.
 

Project Investment Targets
 

Project Generated
 
Foreign Investment, hi tech, 3 large farms
 
each crop
 

6 crops x $750,000 $4,500,000
 
Domestic Investment, high tech, 120 small
 

farms each crop
 
6 crops x $1,500,000 9,000,000
 

A1D
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Project Catalyzed
 

Foreign Investment, high tech, 6 large farms
 

each crop
 
6 crops x $1,500,000 


Domestic Investment
 
Hi tech, 11 large farms, each crop
 

6 crops x $750,000 


Hi tech, 30 small farms, each crop
 

6 crops x $375,000 

Lo tech, 150 small farms, each crop
 

6 crops x $375,000 


Total Investment attributed to Project
 

in 6 crops 


Employment Targets
 

Employment Estimates - Composite Crop
 

Lo tech, per ha. 2 persons
 

Hi tech, per ha. 5 persons
 

Indirect jobs: direct jobs 1:4
 

White collar: blue collar 1:10
 

For each industry pre project employment 

100 producers x .5 ha x 2 persons 1100 

10 producers x 10 ha x 5 persons - 500 

Total employment 

Estimated post project employment 

Previous producers 

50 producers x .5 ha x 2 persons 
= 50 

50 producers x .5 ha x 5 persons - 150 

10 producers x 10 ha x 5 persons 
= 500 

New investment 

150 producers x .5 ha x 2 persons 
= 150 

150 producers x .5 ha x 5 persons = 375 

20 producers x 10 ha x 5 persons = 1000 

Total Employment 

Total New Employment 

9,000,000
 

4,500,000
 

2,250,000
 

2,250,000
 

331,500,000
 

2200
 

1600
 

600 



-7-


New Employment by Source 

Foreign Investment 

Project Solicited 
3 large, hi tech farms x 50 persons 

Project CaLalyzed 
6 large, hi tech farms x 50 persons 

Domestic Investment 

150 

300 

Project Solicited 
120 small hi tech farms x 3 persons 

Project Catalized 
11 large hi tech farms x 50 persons 
30 small hi tech farms x 3 persons 

150 small lo tech farms x 1 person 

360 

550 
90 

150 

Total new employment, per industry 1600
 

For the Project
 

Although the project intends to solicit investment in all twelve selected crops,
 

only six are expected to become viable, long term export industries. Employment
 
targets are therefore based on six crops.
 

Project Employment Targets
 

Project Generated
 
Foreign Investment, 3 hi tech large farms
 

each crop
 
6 crops x 150 persons 900
 

Domestic investment, 120 hi tech small
 

farms each crop
 
6 crops x 360 2160
 

Domestic Investment, 11 hi tech large
 
farms each crop
 

6 crops x 550 persons 3300
 
Domextic Investment, 30 hi tech small
 

farms each crop
 

6 crops x 90 persons 540
 
Domestic Investment, 150 lo tech small
 

farms each crop
 
6 crops x 150 persons 
 750
 

Total Employment Attributed to Project
 

in 6 crops 9450
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Internal Rate of Return Calculation
 

The IRR for the project has been calculated using standard procedures:
 

8 Bt - Ct _
 

Cl + i)t

t=i
 

In the present analysis, the formula has been completed 
with the following
 

values:
 

t = years of the sequence, in this case, eight years.
 

B = project benefits, as shown in this Annex.
 

project costs, taken from the disbursement schedule in
C = 

Section IV.A.
 

18% per annum.
i = interest rate, in this case 


levels of project
are evaluated against 	three
The benefit of the project 


the minimum acceptable level of six successful products, the subminimum
 
success: 


and a more than minimum level of nine
 
level of only three successful products, 


projects. Calculations for each level are shown below.
 

Nine Successful Projects
 

IRR
Investment 
- Cost Discount Benefit Return 

2,500 / 1.18 = -2,118.6 
Year Benefit 


1 0 	 
-1,223.0
2 1,500 - 3,200 	 / 1.39 

853.7
3 4,500 - 3,100 / 1.64 = 


3,814.4
4 10,500 - 3,100 	 / 1.94 = 

- 0 / 2.29 = 7,860.35 18,000 

- 0 / 2.70 = 	 10,000.0 19,186.8/ 11,900 1.612 

6 27,000 

2.563


0 / 3.18 = 11,320.8 30,507.6/ 11,9007 36,000 	 -

I 3.75 	 14,400.0 44,907.6/ 11,900 3.773 

8 42,000 	 - 0 


Six Successful Projects
 

1 0 - 2,500 	 / 1.18 = -2,118.6
 

/ 1.39 = -1,582.7
2 1,000 - 3,200 

/ 1.64 -61.0
3 3,000 	 - 3,100 


1.94 = 2,010.34 7,000 	 - 3,100 / 


- 0 / 2.29 = 5,,240.2
5 12,000 

= 6,666.1 10,154.9/ 11,900 .853 

6 18,000 - 0 	 / 2.70 

1.487
 

- 0 / 3.18 7,547.2 17,702.1/ 11,900
7 24,000 

- 0 / 3.75 = 7,466.7 25,165.8/ 11,900 2.115 

8 28,000 
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Three Successful Projects 

1 
2 
3 
4 
5 
6 
7 
8 

0 
500 

1,500 
3,500 
6,000 
9,000 

12,000 
14,000 

- 1.18 
- 3,200 
- 3,100 
- 3,100 
- 0 
- 0 
- 0 
- 0 

/ 
/ 
/ 
/ 
/ 
/ 
/ 
/ 

1.18 
1.39 
1.64 
1.94 
2.29 
2.70 
3.18 
3.75 

= 

= 
= 

= 

= 

= 

= 

-2,118.6 
-1,942.4 

-975.6 
206.2 

2,620.1 
3,333.3 
3,773.6 
3,733.3 

1,123.0/ 11,900 
4,896.6/ 11,900 
8,629.9/ 11,900 

.094 
.411 
.725 



ANNEX IX 

FINANCIAL TABLES FOR THE NETS PROJECT
 

COST ESTIMATE AND FINANCIAL PLAN
 
(In US OOO)
 

OTHER CONTRIBUTIONS
 
FX PRODUCERS PROJECT
 

AID CONTRIBUT CAAP TOTAL TOTAL
 

TECHNICAL ASSISTANCE
 

A. SALARIES
 

Project Advisor 202.5 0.0 0.0 0.0 202.5
 
Cacao Advisor 144.0 0.0
0.0 0.0 144.0
 
Inv/Trade Salaries 0.0 0.0 0.0
0.0 0.0 

Local Hire LT Techs 0.0 0.0 2,198.6 2,198.6 2,198.6
 
Field Workers 0.0 357.0 0.0 357.0 357.0
 

TOTAL 346.5 357.0 2,198.6 2,555.6 2,902.1
 

B. BENEFITS
 

LT TA FICA 8.3 0.0 0.0 0.0 8.3
 
LT TA DBA 2.3 0.0
0.0 0.0 2.3
 
CR Social Security 0.0 143.0 880.4 1,023.4 1,023.4
 

TOTAL 
 10.6 143.0 880.4 1,023.4 1,034.0
 

C. TRAVEL & TRANSPORTATION (PER DIEM) 

Trade/Inv. Prom Tvl 0.0 0.0 0.0
0.0 0.0 

Trade/Inv. Prom FD 0.0 0.0 0.0
0.0 0.0 

Long-Term T.A. 42.0 0.0 0.0 0.0 42.0
 
Short-Term T.A. PD 280.4 0.0 280.4
0.0 0.0 

Short-Term T.A. Tvl 91.2 
 0.0 0.0 0.0 91.2
 

TOTAL 413.6 0.0 413.6
0.0 0.0 


/

A' 



D. 


E. 


F. 


ALLOWANCES
 

Educational Allow. 


OTHER DIRECT COSTS
 

Relocation 

Office Rental 


Office Equip. Purch 


Office Equip. Rent 


Communications 

Subscriptions 

Special Events 


Trade Fairs 


Market Research 

Land Rent 

Vehicles 

Agricultural Inputs 

Admin. Supplies 


Audit 


TOTAL 

SUBORDINATE AGREEMENT 

Short-Term TA Study 


Short-Term TA Fee/OH 


TOTAL 


3,500.0 4,090.0
TOTAL TECH ASSISTANCE 2,118.0 


COST ESTIMATE AND FINANCIAL PLAN
 

141.0
 

54.0
 
193.5
 
96.5
 
67.2
 

103.5
 
4.5
 
90.0
 
27.0
 
0.0
 

1,b00.0 
25.6
 

750.0
 
1,230.4
 

90.0
 

4,332.2
 

741.0
 
144.1
 

885.1
 

9,708.0
 

PROJECT
 

TOTAL 

0.0
 
0.0 

684.0
 
86.4
 
0.0
 

770.4
 

0.0
141.0 0.0 0.0 


0.0
54.0 0.0 0.0 

49.5 49.5
144.0 0.0 


0.0 40.5 40.5
56.0 

0.0 0.0
67.2 0.0 


0.0 0.0 103.5 103.5 


4.5 4.5
0.0 0.0 

90.0 90.0
0.0 0.0 


0.0 0.0 27.0 27.0 


0.0 0.0
0.0 0.0 

0.0 1,600.0 0.0 1,600.0 


25.6 25.6
0.0 0.0 

0.0 750.0
0.0 750.0 


0.0 650.0 580.4 1,230.4 


0.0 90.0 90.0
0.0 


321.2 3,000.0 1,011.0 4,011.0 

0.0
741.0 0.0 0.0 
0.0 0.0
144.1 0.0 


0.0 0.0
885.1 0.0 


7,590.0 


II. INVESTMENT PROMOTION 

A. SALARIES 

Project Advisor 


Cacao Advisor 


Inv/Trade Salaries 


Local Hire LT Techs 


Field Workers 


TOTAL 


(In US $000)
 

OTHER CONTRIBUTIONS 

FX PRODUCERS 

AID CONTRIBUT CAAP TOTAL 

0.0 0.00.0 0.0 
0.0 0.0
0.0 0.0 

0.0 0.0
684.0 0.0 


86.4 86.4
0.0 0.0 

0.0
0.0 0.0 0.0 


86.4 86.4
684.0 0.0 




B. BENEFITS
 

LT TA FICA 16.5 0.0 0.0 0.0 16.5
 

LT TA DBA 4.6 0.0 0.0 0.0 4.6
 
CR Social Security 0.0 0.0 34.6 34.6 34.6
 

TOTAL 21.1 0.0 34.6 34.6 55.7
 

C. TRAVEL & TRANSPORTATION (PER DIEM)
 

Trade/Inv. Prom Tvl 172.8 0.0 0.0 0.0 172.8 

Trade/Inv. Prom PD 44.4 0.0 0.0 0.0 44.4 

Long-Term T.A. 0.0 0.0 0.0 0.0 0.0 

Short-Term T.A. PD 0.0 0.0 0.0 0.0 0.0 

Short-Term T.A. Tvl 0.0 0.0 0.0 0.0 0.0 

TOTAL 217.2 0.0 0.0 0.0 217.2
 

D. ALLOWANCES
 

Educational Allow. 0.0 0.0 0.0 0.0 0.0
 

E. OTHER DIRECT COSTS
 

Relocation 0.0 0.0 0.0 0.0 0.0
 

Office Rental 0.0 0.0 5.5 5.5 5.5
 

Office Equip. Purch 34.0 0.0 4.5 4.5 38.5
 
Office Equip. Rent 40.8 0.0 0.0 0.0 40.8
 

Communications 126.0 50.0 11.5 61.5 187.5
 
Subscriptions 14.4 0.0 0.5 0.5 14.9
 

Special Events 108.0 250.0 10.0 260.0 368.0
 

Trade Fairs 90.0 100.0 3.0 103.0 193.0
 

Market Research 46.5 0.0 0.0 0.0 46.5
 

Land Rent 0.0 0.0 0.0 0.0 0.0
 

Vehicles 0.0 0.0 6.4 6.4 6.4
 

Agricultural Inputs 0.0 0.0 0.0 0.0 0.0 
Admin. Supplies 0.0 100.0 137.6 237.6 237.6
 

Audit 0.0 0.0 10.0 10.0 10.0
 

TOTAL 459.7 500.0 189.0 689.0 1,148.7
 

F. SUBORDINATE AGREEMENT
 

Short-Term TA Study 0.0 0.0 0.0 0.0 0.0 

Short-Term TA Fee/OH 0.0 0.0 0.0 0.0 0.0 

TOTAL 0.0 0.0 0.0 0.0 0.0 

TOTAL INVESTMENT PROM 1,382.0 500.0 310.0 810.0 2,192.0
 



II. SUMMARY COST ESTIMATE AND FINANCIAL PLAN
 

A. SALARIES
 

0.0 202.5
 
Project Advisor 202.5 0.0 0.0 


0.0 0.0 144.0
Cacao Advisor 144.0 0.0 

0.0 684.00.0 0.0Inv/Trade Salaries 684.0 
0.0 0.0 2,285.0 2,285.0 2,285.0


Local Hire LT Techs 


Field Workers 0.0 357.0 0.0 357.0 357.0
 

TOTAL 1,030.5 357.0 2,285.0 2,642.0 3,672.5
 

B. BENEFITS
 

0.0 0.0 24.8

LT TA FICA 24.8 0.0 


0.0 0.0 0.0 6.9

LT TA DBA 6.9 


143.0 915.0 1,058.0 1,058.0
CR Social Security 0.0 


31.7 143.0 915.0 1,058.0 1,089.7

TOTAL 


C. TRAVEL & TRANSPORTATION (PER DIEM)
 

0.0 172.8
 
Trade/Inv. Prom Tvl 172.8 0.0 0.0 


0.0 44.4
0.0 0.0
Trade/Inv. Prom PD 44.4 

0.0 42.0
0.0 0.0
Long-Term T.A. 42.0 


0.0 0.0 280.4
280.4 0.0
Short-Term T.A. PD 

0.0 91.2
0.0
91.2 0.0
Short-Term T.A. Tvl 


0.0 0.0 630.8
630.8 0.0
TOTAL 


D. ALLOWANCES
 

141.0
0.0 0.0
141.0 0.0
Educational Allow. 


E. OTHER DIRECT COSTS
 

54.0
0.0 0.0
54.0 0.0
Relocation 

199.0
55.0 55.0
144.0 0.0
Office Rental 


45.0 45.0 135.0
 
Office Equip. Purch 90.0 0.0 


0.0 108.0
 
Office Equip. Rent 108.0 0.0 0.0 


291.0
115.0 165.0
126.0 50.0
Communications 

5.0 19.4
5.0
14.4 0.0
Subscriptions 


100.0 350.0 458.0
 
Special Events 108.0 250.0 


30.0 130.0 220.0
90.0 100.0
Trade Fairs 
 46.5
0.0 0.0

Market Research 46.5 0.0 


0.0 1,600.0 0.0 1,600.0 1,600.0

Land Rent 


32.0
32.0 32.0
0.0 0.0
Vehicles 




Agricultural Inputs 0.0 750.0 0.0 750.0 750.0 
Admin. Supplies 0.0 750.0 718.0 1,468.0 1,468.0
 
Audit 0.0 0.0 100.0 100.0 100.0
 

TOTAL 780.9 3,500.0 1,200.0 4,700.0 5,480.9
 

F. SUBORDINATE AGREEMENT
 

Short-Term TA Study 741.0 0.0 0.0 0.0 741.0 
Short-Term TA Fee/OH 1.44.1 0.0 0.0 0.0 144.1 

TOTAL 885.1 0.0 0.0 0.0 885.1
 

GRAND-TOTAL 3,500.0 4,000.0 4,400.0 8,400.0 11,900.0
 



ANNEX X
 

5C(2) - PROJECT CHECKLIST
 

Listed below are statutory criteria applicable
 
to projects. This section is divided into two
 
parts. Part A includes criteria applicable to
 
all projects. Part B applies to projects funded
 
from specific sources only: B(1) applies to all
 
projects funded with Development Assistance:
 
B(2) applies to projects funded from Development
 
Assistance loans; and B(3) applies to projects
 
funded from ESF.
 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO
 
DATE? HAS STANDARD ITEM
 
CHECKLIST BEEN REVIEWED FOR
 
THIS PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT
 

1. 	FY 1987 Continuing Resolution Sec. 523:
 
FAA Sec. 634A. Describe how A Congressional Notifi
authorization and appropriations cation has been issued.
 
committees of Senate and House have
 
been or viii be notified concerning
 
the project.
 

2. 	FAA Sec. 611(a)(1). Prior to obligation Financial Plans are 
in excess of $500.000. will there be included in the Project 
(a) engineering, financial or other plans Paper. A reasonably firm
 
necessary to carry out the assistance, estimate of costs has been
 
and (b) a reasonably firm estimate of the made.
 
cost to the U.S. of the assistance?
 

3. 	FAA Sec. 611(a)(2). If legislative No legislative action
 
action is required within recipient required.
 

country, what is basis for reasonable
 
expectation that such action will be
 
completed in time to permit orderly
 
accomplishment of purpose of the
 
assistance?
 

4. 	 FAA Sec. 611(b): FY 1987 Continuing
 
Resolution Sec. 501. If project is for N/A
 
water or water-related land resource
 
construction, have benefits and costs
 
been computed to the extent practicable
 
in accordance with the principles.
 
standards, and procedures established
 
pursuant to the Water Resources Planning
 
Act (42 U.S.C. 1962, &t.jfi.)? (See
 



5. 	 FAA Sec. 611(e). If project is capital 


assistance (e.g.. construction), and
 
total U.S. assistance for it will exceed
 
$1 million, has Mission Director
 
certified and Regional Assistant
 
Administrator taken into consideration
 
the country's capability effectively to
 
maintain and utilize the project?
 

6. 	MA Sec. 209. Is project auscaptible to 


execution as part of regional or
 
multilateral project? If so. why is
 

project not so executed? Infc.:r.3tion and
 
conclusion whether assistance will
 
encourage regional development programs.
 

7. 	 FAA Sec. 601(a). Information and 
conclusions on whether projects will 
encourage efforts of the country to: 
(a) 	 increase the flow of international 
trade; (b) foster private initiative and 

competition; (c) encourage development 
and use of cooperatives, credit unions. 

and savings and loan associations;
 
(d) 	discourage monopolistic practices;
 
(e) improve technical efficiency of
 
industry, agriculture and commerce; and
 
(f) 	strengthen free labor unions.
 

8. 	FAA Sec. 601(b). Information and 

conclusions on how project will encourage 

U.S. private trade and investment abroad 
and encourage private U.S. participation 

in foreign assistance programs (including
 
use of private trade channels and the
 
servicer of U.S. private enterprise).
 

9. 	 FAA Secs. 612(b). 636(h). Describe steps 
taken to assure that, to the maximum 


extent possible, the country is 
contributing local currencies to meet the 
cost of contractual and other services, 
and 	foreign currencies owned by the U.S.
 

are 	utilized in lieu of dollars.
 

10. 	FAA Sec. 612(d). Does the U.S. own 


excess foreign currency of the country
 

and, if so, what arrangements have been
 
made for its release?
 

N/A
 

No
 

The project's purpose is to 
increase the export of Costa 
Rican non-traditional ag 
exports, i.e. to increase
 
trade. The project focusses
 
on increased private initia
tive by NTAE producers.
 

The project will encourage
 
both U.S. and domestic
 
investment into Costa Rican
 
NTAE programs.
 

Host 	country contributions
 
to the project will total 
$4.4 	million in LC; private 
producers will provide $4.0 
million (LC equivalent). 

No
 



11. 	FY 1987 Continuing Resolution Sec. 521.
 
If assistance is for the production of 

any commodity for export, is the
 
commodity likely to be in surplus on
 
world markets at the time the resulting
 
productive capacity becomes operative,
 
and is such assistance likely to cause
 
substantial injury to U.S. producers of
 
the same, similar or competing commodity?
 

12. 	FY 1987 Continuing Resolution Sec. 558
 
(as interpreted by conference report). 

If assistance is for agricultural
 
development activities (specifically, any
 
testing or breeding feasibility study.

variety improvement or introduction,
 
consultancy. publication, conference, or
 
training), are such activities (a)
 
specifically and principally designed to
 
increase agricultural exports by the host
 
country to a country other than the
 
United States, where the export would
 
lead to direct competition in that third
 
country with exports of a similar
 
commodity grown or produced in the United
 
States, and can the activities reasonably
 
be expected to cause substantial injury
 
to U.S. exporters of a similar
 
agricultural commodity; or (b) in support
 
of research that is intended primarily to
 
benefit U.S. producers?
 

13. 	FY 1987 Continuina Resolution Sec. 559.
 
Will the assistance (except for programs 

in Caribbean Basin Initiative countries
 
under U.S. Tariff Schedule "Section 807."
 
which allows reduced tariffs on articles
 
assembled abroad from U.S.-made
 
components) be used directly to procure
 
feasibility studies, prefeasibility
 
studies, or project profiles of potential
 
investment in, or to assist the
 
establishment of facilities specifically
 
designed for, the manufacture for export
 
to the United States or to third country
 
markets in direct competition with U.S.
 
exports, of textiles, apparel, footwear,
 
handbags, flat goods (such as wallets or
 
coin purses worn on the person), work
 
gloves or leather wearing apparel?
 

No. See Section V.E.
 

No. 	See Section V.E.
 

No
 



14. 	FAA Sec. 118(c). Does the assistance Yes 
comply with the environmental procedures 
set forth in A.I.D. Regulation 16? Does 

on
the 	assistance place a high priority 

conservation and sustainable management
 
of tropical forests? Specifically. does
 
the assistance, to the fullest extent
 
feasible: (a) stress the importance of
 
conserving and sustainably managing
 
forest resources; (b) support activities
 
which offer employment and income
 
alternatives to those who otherwise
 
would cause destruction and loss of
 
forests, and help countries identify
 
and implement alternatives to colonizing
 
forested areas; (c) support training
 
programs, educational efforts, and the
 
establishment or strengthening of
 
institutions to improve forest
 
management; (d) help end destructive
 
slash-and-burn agriculture by supporting
 
stable and productive farming practices;
 
(e) help conserve forests which have not
 
yet been degraded. by helping to increase
 
production on lands already cleared or
 
degraded; (f) conserve forested
 
watersheds and rehabilitate those which
 
have been deforested; (g) support
 
training, research, and other actions
 
which lead to sustainable and more
 
environmentally sound practices for
 
timber harvesting, removal, and
 
processing; (h) support research to
 
expand knowledge of tropical forests
 
and identify alternatives which will
 
prevent forest destruction. loss. or
 
degradation; (i) conserve biological
 
diversity in forest areas by suppor:Ang
 
efforts to identify, establish. and
 
maintain a representative networl of
 
protected tropical forest ecosystems
 
on a worldwide basis, by making the
 
establishment of protected areas a
 
condition of support for activities
 
involving forest clearance or
 
degradation. and by helping to identify
 
tropical forest ecosystems and species
 
in need of protection and establish and
 

maintain appropriate protected areas;
 
(J) 	seek to increase the awareness of
 



U.S. government agencies and other donors
 
of the immediate and long-term value of
 
tropical forests; and (k) utilize the
 
resources and abilities of all relevant
 
U.S. government agencies?
 

15. 	FAA Sec. 119(g)(4)-(6). Will the 

assistance (a) support training and
 
education efforts which improve the
 
capacity of recipient countries to
 
prevent loss of biological diversity;
 
(b) be provided under a long-term
 
agreement in which the recipient country
 
agrees to protect ecosystems or other
 
wildlife habitats; (c) support efforts
 
to identify and survey ecosystems in
 
recipient countries worthy of
 
protection; or (d) by any direct or
 
indirect means significan:ly degrade
 
national parks or similar protected areas
 
or introduce exotic plants or animals
 
into such areas?
 

16. 	FAA 121(d). If a Sahel project, has a 

determination been made that the host
 
government has an adequate sysem for
 
accounting for and controlling receipt
 
and expenditure of project funds (either
 
dollars or local currency generated
 
therefrom)?
 

17. 	FY 1987 ContinuinQ Resolution Sec. 532. 

Is disbursement of the assistance
 
conditioned solely on the basis of the
 
policies of any multilateral institution?
 

B. FUNDING CRITERIA FOR PROJECT
 

1. Development Assistance Prniect Criteria
 

a. FAA Secs. 102(b), 111, 113, 281(a).

Describe extent to which activity
will (a) effectively involve the poor 
in development by extending access to 
economy at local level, increasing
labor-intensive production and the 
use 	of appropriate technology,
dispersing investment from cities 
to small towns and rural areas, and 

N/A
 

N/A
 

No
 

The project will seek to
 
overcome constraints to 
increasing NTAE by provid 
ing technical assistance 
and by promoting 
increasedinvestment and 
trade in these products. 
Increased exports of NTAE 
through applied technical 



insuring wide participation of the poor 

in the benefits of development on a 

sustained basis, using appropriate U.S. 

institutions; (b) help develop 

cooperatives, especially by technic3l 

assistance, to assist rural and urban 

poor to help themselves toward better 

life, and otherwise encourage democratic 

private and local governmental 

institutions; (c) support the self-help 
efforts of developing countries; (d) 

promote the participation of women in the
 
national economies of developing
 
countries and the improvement of women's
 
status; and (e) utilize and encourage
 
regional cooperation by developing
 
countries.
 

b. 	FAA Secs. 103, 103A. 104. 105. 106.
 
120-21. Does the project fit the 

criteria for the source of funds
 
(functional account) being used?
 

c. 	FAA Sec. 107. Is emphas 3 placed on use 
of appropriate technology (relatively 
smaller, cost-saving, labor-using
 
technologies that are generally most
 

appropriate for the small farms, small
 
businesses, and small incomes of the
 
poor)?
 

d. 	FAA Secs. 110, 124(d). Will the 

recipient country provide at least
 
25 percent of the costs of the program.
 

project, or activity with respect to whch
 
the assistance is to be furnished (or is
 
the latter cost-sharing requirement being
 
waived for a urelatively least developed"
 

country)?
 

e. 	 rAA Sec. 128(b). If the activity
 
attempts to increase the institutional 


capabilities of private organizations or
 

the government of the country, or if it
 

attempts to stimulate scientific and
 

technological research, has it been
 

designed and will it be monitored to
 

ensure that the ultimate beneficiaries
 
are 	the poor majority?
 

and promotional activities,
 
should result in increased
 
employment opportunities for
 
the poor and expanded pro

duction in rural areas.
 
Such increases will
 
encourage the development of
 
cooperatives and hopefully
 

the participation of women
 
in these expanded agricultura
 
activities.
 

Yes 

N/A
 

Yes
 

Yes
 

o$ 



f. 	 FAA Sec. 281(b). Describe extent to 
which program recognizes the particular
needs, desires, and capacities of the 
people of the country; utilizes the 

country's intellectual resources to 
encourage institutional development; and 
supports civil education and training in 
skills required for effective 
participation in governmental processes
essential to self-government. 

g. 	FY 1987 Continuing Resolution Sec. 540.
 
Are any of the funds to be used for the 

performance of abortions as a method of
 
family planning or to motivate or coerce
 
any person to practice abortions?
 

Are 	any of the funds to be used to pay 

for 	the performance of involuntary

sterilization as a method of family
 
planning or to coercc or provide any

financial incentive to any person to
 
undergo sterilizationis?
 

Are 	any of the funds to be used to pay

for 	any biomedical research which
 
relates, in whole or in part, to methods
 
of, 	or the performance of. abortions or
 
involuntary sterilization as a means of
 
family planning?
 

h. 	FY 1987 Continuina Resolution. Is the
 
assistance being made available to any

organization or program which has been
 
determined to support or participate in
 
the management of a program of coercive
 
abortion or involuntary sterilization?
 

If assistance is from the population 

functional account, are any of the funds
 
to be made available to voluntary family
 
planning projects which do not offer.
 
either directly or through referral to or
 
information about access to. a broad
 
range of family planning methods and
 
services?
 

I.FAA Sec. 601(e). Will the project 

utilize competitive selection procedures
 
for the awarding of contracts, except
 
where applicable procurement rules allow
 
otherwise?
 

The potential value of increased 
NTAE earning to Costa Rica is 
well known. The project will seek 
to profit from comparative ad
vantages of Costa Rican NTAE by 
workinjwith the Costa Rican privat 
sector, privaLt iistitutions 
and producers of NTAE to overcome 
production and marketing con
straints. 

No
 

No
 

No
 

No
 

No 

Yes
 

V 



3. 	 FY 1987 Continuing Resolution. How much It isanticipated that the 

of the funds will be available only for ST technical assistance con
activities 	of economically and socially tract can be awarded to such 

an enterprise ($1.2 million).disadvantaged enterprises. historically 

black colleges and universities, and 
private and voluntary organizations which
 
are 	controlled by individuals who are
 
black Americans. Hispanic Americans. or
 

Native Americans. or who are economically
 
or socially disadvantaged (including
 
women)?
 

k. 	FAA Sec. 118(c)(13). If the assistance N/A
 

will support a program or project
 
significantly affecting tropical forests
 
(including projects involving the
 
planting of exotic plant species), will
 
the program or project (a) be based upon
 
careful analysis of the alternatives
 
available to achieve the best sustainable
 
use of the land. and (b) take full
 
account of the environmental impacts of
 
the proposed activities on biological
 
diversity?
 

1. 	FAA Sec. 118(c)(14). Will assistance N/A
 

be used for (a) the procurement or use
 
of logging equipment, unless an
 
environmental assessment indicates that
 
all timber harvesting operations involved
 
will be conducted in an environmentally
 
sound manner and that the proposed
 
activity will produce positive economic
 
benefits and sustainable forest
 
management systems; or (b) actions which
 

significantly degrade national parks or
 

similar protected areas which contain
 

tropical forests, or introduce exotic
 

plants or anials into such areas?
 

m. 	FAA Sec. 118(c)(15). Will assistance be No
 
used for (a) activities which would
 

result in the conversion of forest lands
 

to the rearing of livestock; (b) the
 
construction, upgrading. or maintenance
 
of roads (including temporary haul roads
 
for logging or other extractive
 
industries) which pass through relatively
 

undegraded forest lands; (c) the
 
or (d) the
colonization of forest lands; 


construction of dams or other water
 



control structures which flood relatively
 
undegraded forest lands, unless with
 
respect to each such activity an
 
environmental assessment indicates that
 
the 	activity will contribute
 
significantly and directly to improving
 
the 	livelihood of the rural poor and will
 
be conducted in an environmentally sound
 
manner which supports sustainable
 
development?
 

2. Development Assistance Proiect Criteria N/A
 
(Loans Only)
 

a. 	FAA Sec. 122(b). Information and
 
conclusion on capacity of the country to
 
repay the loan at a reasonable rate of
 
interest.
 

b. 	FAA Sec. 620(d). If assistance is for
 
any productive enterprise which will
 
compete with U.S. enterprises, is there
 
an agreement by the recipient country to
 
prevent export to the U.S. of more than
 
20 percent of the enterprise's annual
 
proAuction during the life of the loan.
 
or nas the requirement to enter into such
 
an agreement been waived by the President
 
because of a national security interest?
 

c. 	FY 1987 Continuing Resolution. If for a
 
loan to a private sector institution from
 
funds made available to carry out the
 
provisions of FAA Sections 103 through
 
106. will loan be provided, to the
 
maximum extent practicable, at or near
 
the prevailing interest rate paid on
 
Treasury obligations of similar maturity
 
at the time of obligating such funds?
 

d. 	FAA Sec. 122b). Does the activity
 
give reasonable promise of assisting
 
long-range plans and programs designed
 
to develop economic resources and
 
increase productive capacities?
 


