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As of July, 1977 only 18 percent of the loan's S7.9 ±!llon had been disbursed. This 

slowness has been due to a n -- -- the loan's over­er of factors .orcceduraldelays on 
all eval".t..o. olan, i-ffic,,Ot--es =eet.-nq Condit-ons Precedent, problems .n pub'ishng 
the :tAG's bud;et -a Gaceta, and delays in ac;' s-ton of techni.cai assista. ce for 

nIFCCCP. 

:,ar. .pLe-entat.cn 'as acce*erated. " ass-sance frcm ?ract-cal ..o.cect, Z--c. 

contractor, --,TtX:CP .s wcrking on t.e develoc-nt oe suprc ects for some 53 
The .AG,is .n the process of budgeting for and plar.-nng -A activi:es financed wi.th 
loa ,fnds. Eight Projects-by-Ca--pai. have already begun, and '.SA:D is now reviewing 
plans for eight new projects. 

14. V/AL'AT-Z:;N =-.-CDC-CG7. -­

:here was no approved -va-atIo. la. for the Loan; nor was there an agreed upon Logical
 
Framewcrk. Hcwever, zo=ng back t:the or'-inal Loan Agreement, the Mission :onstr-'cted
 

.n as fzr '.-s eva:u-:aon.14.g raze -er'ec --.e tas~s -­

:e ner ... : . nd :-7C2C?, and r'te visits were 
.-de e. ccn: ff:e stan. ... ?,,e:.-_v-Ca._.=a.. and ::cperat-ve 

e.:n~s -...


Li Z. r 	 ----- n,-:i -nn­z..i: 	 ,-,--.---_----: 

.. ....... A.... .... . Z---...-.-


USA-=: 	 :aces -. ?-awes, .=ra e',.en-- er
 
JChn A. kasu2.z,:e.;. Assistant
?ur" ent 

Vicky PRam1-rez, Assiitant .:-ta. :eve.c.-:-ent Cfficer 
Carol A. Peasley, .rogr,-.-:znc--s:
 

15. :oc'u-ents to be revised to reflect decisicns noted page 1 other side:) 

/-7 ?ro)ect Paper (??) 6w Lcgcal Fran-ework /T7 CP: ::evdork /7 Financial Plan 

/ P:C/? /- Proect Agreen: /-70the
 
-


7/ P-CIT /-7 ?CIW /-

77his ev;uatn brou9ht out ideas for a new. ro'ec -­

a Pro)ect :dencification Zcc'nent (?=) . ,lOW.
 



I. BACKGP.OUMD AN PROGRA! DFSCRI.P':C 

The Ministr- of Agriculture and :,-rCCCCP components of Loan 025 
are part of a larger lcan program aiming to increase the income and im­
prove the liv-ng standard of sm-1 fa-..ers. The three 'oan :cvpcnents 
total $7.9 m.lion: Agriculture Services Project ($1.3 M-4''on); Coop­
erative Develccrent Pro-ect ($3.2 m.l'_,on); and Rural :1unicipal Develop­
ment Project ($3.4 .-- !lion;) 

The !o, . "-was zonceived as a direct follow-on to the earlier Agri­
cultural :eveloc-ent '222) and Muni=-pal C'evelocrent (C23' loans and was 
designed to address spec:ficaly selected aspects cf the sector w"h 
contribute -ost directly to servicing the snall farnter. As s-ch, :t was 
designed tc "...zcncentrate on :-prov.nc tne -nst-tut.cna: :zaz.lity of 
key organ-zat-cns -n the selecte'f areas of agr-cult'-r ser'v-zes, :occo­

erative develc.7ent, rural -nrastrtur, -ar*eting and czcrdnaton 
with-n the cr-:u:t"_r3l seczor. :Anne:< :f Loan A-rceent, r. 
More specif'cal"/, te t'-wo r tua. -:cnent cf the Ican were ce­

f e.tersigned "to -st--.: ofrv rur' "2,3) c.--: . to 
serve the agr-"'tura sector w ntecial e.-chas-s on the sral farner 
and overall sectora cccr-nat-on and ciy for-ulat:cn throuah the 
National Aqr-cu tur1a Z--.cil (Crn) and 'to increase the abitlty of the 
Cooperative :nstitute (:.'FCCOOP) and the rural cocperatives to provide a 
wider range of croduction and marketing services." 

II. VALUAT:0 F:D:::GS 

A. External Factors
 

There have been no =agor changes in external factors or in 
the basic assunpt-cns .ade at the ti.re of project design. Th.e Govern­
ment of Costa ?ica -s stil strongly corn.tted to _-proving the socio­
economic ocsition of t-.e country's s.-all fa-n..ers. 

However, a number of unant-c'pated events and orcble-s have
 
resulted :n slow zro'ect i*ncleentatc-cn. 3oth UAD and the GCC. were
 
responsible for these earl: ."icuties:e.g., prcble.s in preparing
 
and negotiating eval.,atin ans; s -reccdent prior
, stringentrd- _. 
to disbursezent of loan funds: fa, 1-re b: the :CCF. to request t:n-el' 
publicat-on of itS zudget in :. ,aceta; relative "ack of attenticn to 
the loan by the previous ::.n-ster of Agr.c u-ture who was engaged 
political cc..a:gnng; and changeovers in key GCC and ;SA:D staff.
 

Original assupnoticns relatinc to cccrdination of the three 
project componen's and the role of -.e :aticnal Agricultural Council 
(CANI) in p;o~ect coordination were also unrea~istic. The CAN has not 

.) 
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prepared "co=won &n'ualexecution plans for the Program," and is prob­
ably in no position to exercise this kind of coordinating authority over
 
the t,.hree ir.plemnenting institutions, :tAG, ::'FoCCoP, and IFAM, each of 
which has unlque interests and ob4ectt';es beycnd those which are held in 
common. t'hile the Loan will continue to increase project ccmplementa­
rity, the original cb~ecttve of pro.ect cccrdinaticn was based on an un­
realistic assumpticn and is t.erefore not achievable in this Program. 

B. Goal L-evel
 

As stated in the oan Agreement, the Sector Goal is "to in­
crease the incc.e and improve the living standard of small farmers." 

.
Officia cect !3c"-mentza o not contain any zcal-level oaseline data, 
targets, or eval atton plan. "Hcwever, reco..iz:ng the need for Program 
ip.-act/evaluatirzn ap-itv, t.e :Iss.-on hs since FY75 financed sev­
eral activit:es r.rv-nr..::.. "-sAcr. :-"'re and ::atura. Resources 
'Grant ro-ect) h . rov.de .he recuired tenc-rark data nd m-nitoring 

. "
capab;'.'. First, tne 'scn ntr.t te Iccal cnsulting
 
.. ":., A.cadcmla - ,ntrto o a -ar -et :Ian 

?rofile. Aoade.-:,i ,.'ei .:.,d the St', .- - l', contracted with the 
University c :!rj to -.:n a .rn. .- tht :973t..zata 1r.,o.r ,rC.e,.o 

Agr-cult.re, ?C.ulat'-rn, an. .c.Sin. C,:nsuses, an-;d _'tulatc the data; 
and preparcd a :-na: anji:.t-t recort, Po'nct" "-n Costa R-Ca. .*s study 
ident.fies te Cas.ta R-zan "I.:s :a 2c-" A=i.:'s povertywct:- s 
bench-:ark o-f S5C Cac-ta :ncr.e -c T"....er Ln -rtces, ecg.erazhic 
concentrat;on and ";arto.us sccio-_concm-c and d.-cgrapni: cnaracter-st-.cs 

-
of -povert'. _econd'v, trucn Lt3 agr:-' .. grant p~rseot :"*122),ia'

the Mission has financed tne c.velor..ent of an area frame sa-pie system 
($33,8CC). Work is st-l" in :rocess ut the crleted system should 
allow the GCCq to im-rove its est-..ates of acrzcul.tura! oroduction and 
to monitor rcogress of the r-ral .cor. 

Using the ahcve studies, the M-'ssicn , prepare a goal­
level evaluat:cn lan for s',bseque.it evaluaticns. Baseline 1973 data
 
will be stated, and targets .. be specified to reflect the Mission's
,. 

range of rural sector activities. Cata generated in evaluation of this
 
project will alsc be used in evaluating planned FY79 and FY80 agricul­
tural sector activities.
 

,hie unahle i.n this evaluation Recort to show scecfic oro­
gress towards trvn nc.es and living standards of tne targett.he 
group -- pri.-tarily because of no baseline data -- the project has none­
theless focussed on the small far-er target croup. The Projects-by-
Campaign cover smAll farmer crops; the majority of agricultural coop­
erative members are small far.--ers; and :F;7! sub-loans are going to rural 
periphery areas in which small farmers form the nucleus of the popula­
tion. 

http:s',bseque.it
http:cnaracter-st-.cs
http:Agr-cult.re
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C. 	 Purpose-Level
 

Looking first at the Agricultural Services Component, the 
project purpose is "to improve the .Iinistrl of Agriculture's (MAG) capa­
bility to serve the agric-,iltural sector with special emphasis on the 
small far-mer and overall sectoral cccrdinatlcn and policy formulation 
through the :ational Agricultural Council (CA:) ." 

Progress towards individual End of Project Indicators has
 
been as follows:
 

1. 	 The capacity of ..G in planninc and *eveloping Proj­
ects-by-Ca.raign has i-roved to the :ont that it can 
program and :mzlement more than 19 zro'ects throuchout 
the countr/. 

Design and imole.entati:n of ?ro:ects-bv-Ca-ca have 

been slow, although a s'ystem has e':ol'.'ed. Plans for the ?rects-bv-
Campaign are initiated at the local level in rescnse to orcble.s exze­
rienced by small farers in t-e region. The specific pro-ect plans are 
developed by C.V--s cass.d to .AG and tSA:D for approva and then returned 
to the CAJ s for :-pleentaticn. 

The :AAG CARs which are resocns'_ble for project design
 
and inplementat-_cn are assisted by beth ad-inistrative and technical
 
staff, some of whom are Extens-on Ser';ice cerscnnel. :n most cases,
 
demonstration cro'ects are conducted by far-ers in their own fields, al­

though farmers' :and is rented for frz:-t tree nurseries. The farmers
 
who own these lands, h;owever, are involved in the nurser- ocperatons,
 
and it is anticipated that following pro~ect cc-pletion, these farmers
 
will ccntlnue operating the nurseries for themselves and nei_:.cr:nc
 
farmers.
 

While e.ght Pro;ects- by-Carnpa-g, have *eun, imple­
mentation has been slow. :!uch of the delay has been due to the GCCR's 
cumbersome financial manager.ent system and the particular problems of 
disbursing funds to the C.A.Rs. These prb.'emz re.eate =r..'ar-l-v to the 
need for prior budget publicaticn in :a Gaceta, to :ccr :rior budgeting 
by some CAPs, and to generally sl:w rei-ursement from .AO central of­
fices to the regicnal heada'-arters. There have also Ze.n delays in 
Project-by-Cam-paign activities because of scme technical croblems in the 
original sub-pro~ect designs. T-hese problems delaed approval by MAG 

-
and USAID. W:ore specific information on the eg;' exist-nq Projects-by-

Campaign follows in Section ::.2 of this Report.)
 

The original Loan Agreement envisaged "s'urvey, analysis,
 
and evaluation inputs "as an Important part of -he .2AG's capacity to
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program and implement Projects-by-Campaign. Regular project reports 
sumitted by the CARs are scheduled to begin in August. Those reports 
that have been subuitted to MAG in the past have not contained any 
analyses or evaluations of -he zndivIdual pro-ects. However, this si­
tuation sho'zld change once the reports are suh.-utted in a regular basis 
beginning i., August. The MAG D'rectcr of Pro ects-ty-Cr.paign has ex­
pressed a strong interest in evaluation and efforts will be .ade to 
assess all Projects-by-Ca.-aiqn, especially with regard to the appro­
priateness of new technology packages for small far.-ers. 

2. 	 Proaran tu,det-n, technicues are beinc used at national 
and rec-cnal levels. 

-he '-Lnistry of Agr-cult re, along with all ot.her GOCR 
ministries, is using basic orocram budgeting techniques. :n order to
 

Prac­
tical Concepts, :nc. to conduct a 9-week training course on program 
budgeting for approxI-,ately 50 persons. 

improve its budgeting, during Su.mer i976 the .AG contracted Pirh 

While program budgeting is a useful too" in rational­
izing the overall budget process, the GCCR's comclex fna.ncial -anage­
ment system stil resuts in serious oroblems. Zue to budgetary In­
flexibility, any lapse in timely acticn causes even longer delays in 
the complex chain of events required to obtain budget funding for proj­
ect -le-.entation. For example, annual b-:dets are officlaily published 
in Dece-.ber -for--ze next calendar year. :f any .in'_st- , falls to oublish 
its development budget needs .dcncr fund-ng) in :a 3acet3, t.e donor 
funds cannot be used. .his could result :.n a long delay -- i.e., until 
an extraordinary Oudget publicati-on in ..a aceta. 

However, even assz.nq.=-cpt .ubli.catin of the 
M.nistry's complete budget, th*ere are a ier'!s of 33 'trim--tes' (steps) 
required for approval of fuinds use. 7he approval crocess to purchase 
coumodities, execute contracts, 'ire a1ocrers, Or s-.ply spend any funds 
my reruire up to three mcnths. This system provides gccd contrcl but 

iextremely pcor flex-.bilit Y n fund use. Considering the clumsiness of 
the system, it is amazing that any fnds are expended. 

Therefore, it acpear3 that the efficient Implementa­
tion of :AG pro-ects req--,res far more than "program budgeting." This 
EOP is, in fact, probably only the first step needed in rationalizing
 
the GOCR's budgetary/fInancial manage-ent system. 
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3. 	 The relationshin between fixed and variable costs in 
the MAG budcet has =mroved fro an 80:20 ratio in 
1974 to 7C:30 at the end of the pro:ect. 

Because of confusion conceirnng what was originally 

meant by "fixed" and "operating" costs and because of extremely vatrable 
total budgets for the Ministry of Agri.culture pr:nari.y due to varying 
capital transfers -- Z13.8 million in 1975, Z23.7 n~ilic in 976, and 
a planned 01.5 rill:on in 1977), it is difficult to assess progress to­
ward the stated cbjective of a 70:30 budget ratio. Kcever, looking 
only at personal services costs, the MYAG's ccs;t:on :;atcut the sane as 
other Central ;cvernnent nini:tr:es -- zcrsona: service costs for the 
MAG increased by 114 peroent and for -ne entire entral cvern:.ent by
116 percent between 1972 and T (t shcu!d be noted that nuch of 

this increase was due to hgher waes, not increased nu-bers of .:eoole.) 

AD funds are beinq used for socrating as opposed to 
fixed costs. Therefore, Lan _25 is hel:: ng the !tAG reduce the nropor­
tion of persornel or fixed costs -- but no sign:ficant changes have yet 
taken place and continued USA= attention will need to be devoted to 
this issue. 

4. 	 Procedures and contrnis for creventative maintenance
 
of vehicles have been established and an effective sys­
tem exists for .dentify ng needs and planning replace­
ment of carts and veh:cles.
 

A new tranortation -=It has been established in San 
Josi. A contract employee has been hi-red to develop a carr. control in­
ventory system on parts. There have, hcwever, been crcble: s in hiring 
and retaining o-her qualified zerscnne'. A sizeable _nven:ory of parts 
for USAD orocured has Ceen created, and -ne :nter­-ehicles alreadv 
national iarvester :ealer :n Costa .- ca has a-so imccrted a large quantity 
of parts which are ava:iab e for purchase b,y :,G as needed. Bids have 
recently been issued in the Un-ted States and Costa Rica for purchase of 
approxi-ately $80,^0 of shoo tools and equipnent. Upon purchase of 
these itens, the :!AGs cacability to naintain vehicles wll be consider­
ably strengthened. While the ECP has not yet been achieved, consider­
able progress has been made. 



5. Qualitative improvements i- MAG Planning Office capa­
bilities have take place, including (a) the establish­
ment of a ,,arketing information system, (b) the estab­
lishment of a sectoral analvsis and planning caability, 
and (c) the i.ntroduct.i.n of a 7.nistry-wide system of 
pro~ect evaluation. 

At present there is no marketing information service 
within the MAG, nor is there likely to be one by the completion of this 
project. The Statistical Bureau does not yet have ei.ther zersonnel or 

-budget to conduct such a service. The only ..n* t -AG wcrking on 
marketing problems "-s the narket-n. -n.t within :FSA (''ffce of Sectoral 
Planning) whizh serves as -.he secretar--at for -.e CAN on .-arket-ng policy 
issues. Because of its ot'e respcnsi'--i!ties, CFSA is -able to e.­
form day to day --pler-entat-cn duties of gathering, c-piling, analyzing, 
and cubl.Lshz-ng data onnr'ces and ava-ilabilty of prcduce. The 0PSA 
ma.rketinq "-nit is dctng a series of markEt-ng studies and planning new 
marketing activities, but it is not ahle to provi de daily data for a true 
mrket -nfc-.at:cn syste. 

The :AG's sectoral analysis and planning capability has
 
been substantiaily . during the past two years. was due to
.roved Thi.s 
Executive :ecree N*5147-A-? of August 20, 1975 which created the Agri­
cultural Sector Pla.nng System (S-PSA). This system cor.sists of t-he 
CON, OPSA, and O'.EPSA t-he Technical Co..ittee for Ag-icultural Sector 
Planning). 

The CAN! is chaired by the Minister of Agriculture with 
Ministers of the Planning Cffice, X..istr-y of Economy, Ministry"atIcnal 
of =he Presidency, and Executive Presidents of -'-e ,at-onal Prcduct-.on 
CouncUl, Central Bank, and Land Colonzation :nst.tute. This Co.-mittee 
meets once a n.t.oto discuss acricu-itura -. licy and to approve progrars 
of an agricult&ral nature which might involve other sector institutions 
in addition to those of .MAAG.
 

The OPSA is the main planning body of the :XAG. It has 
approxi-ately 40 te:hnlc'ans who conduct special studies and reviews of 
all sector prcgram-.s to ensure conforzrlty to t"ne :'aticnal Agricultural 
Plan which it prepares for approval by the A. 

The CCITSPSA is composed of the Executive Director of 
OPSA, an OFIPLAN representative, and the heads of the planning offices 
of each agricultural sector institution. :ts role is to obtain funding 
for implementation of prograrns approved by the C,%N. it also monitors 
and evaluates the programs which are implemented by each agency. 

http:Prcduct-.on
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In brtef, OPSA proposes, CAN approves, and COT-PSA 
disposes. This past year's cotton crop is an example of how the system 
ideally works. One year ago, CPSA decided that cotton would be a good 
crop in Guanacaste. They developed a program and presented it to the 
CAN, which approved it. CC=-PSA then met and assigned responsibility 
for various aspects cf the program (credit, seeds, TA, ma.-rketing). The 
cotton was planted on more than 3,000 hectares. 

With regard to the introduction of a ministry-wide 
evaluation system, a for.a! system does not yet exist. Monthly meetings 
of CAR dire-tors are held to review =roiect details, plans, progress, 
and problems. A reporting syste.- has been developed which includes a 
written record cf pro-ect performance in each CAIR area. These systems 
will form the basis of a larcer eva.ua-t..n- e:fect. 

6. 	 MAG trainint unit exists wh- h is :a) carr.-inc out 
.Lid- areer manace-ent ,rcor.ns for !tAG cersonnel (espe­
cially f.e>d qxtens.-Sn cerscnne. incroduct'on tech­
nicues and cn-f. ass:stance and (b) provid­7a -ethods) 
ing support to the CAR =Iient tra.nina system. 

:AG has :reati two scec-:f-c training units within the 
Division of Rural :evelccent .'.der :ng. G-lherto Ca.-os. Cne unit has 
conducted training of perscnnel in extens-_on 7eth doogy, =roect de­
velopment and program zann.ncnn. This tr--nc -z mediu. term and on­
t.he-jcb i. nature. The ot-.er training -n-t 'as conducted a series of 
short-term training act'v't-es of :tAG personnel, extension agents, hcme­
economic agents, far.ers, farmer wo.en and 4-S C.ub members in production 
technology, farm activities and far. lvinc. '.o AID funds from this 
project have yet been used for this activity. 

.hroughout all dzvis-ons of AAG, scholarships a.*e 
offered to and azcepted by :!AC :echnic-ans for long and short ter= train­
ing in various academic fields. 3ecause of oppcrtunltles provided by 
other donors, AID loan resources have not been used for this type of 
training. Also, the Costa .ca University system is able to provide for 
long-term acade.ic training of many agricultural technlclans. 

7. 	 CAN's role in the sector strencthened through (a) a 
more active ro'e in sector pcL.-cv formulation and 
coordination of national Lnd recicna: "evels; (b) a more 
active role of the CA::citcs; and (c) the oartlciatlon 
of CAN in -arket-nq Fcizy for.ulation and execution. 

As stated above (::.C.5), the C.A; system has been 
strengthened through S.PSA legislation. CAN is now serving as the true 
coordination and policy unit for the Agr-culture Sector. 

http:acade.ic
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The CANcitos on the other hand have not been effective 
and are recognized by MAG officials and others as unwieldly, ineffective,
 
and non-functional.
 

Also, 	 as stated above, the CAN through OPSA is par­
ticipating in the formulation of marketing policy.
 

-------------- o -------

The purpose of the I.,TCCOP compcnent of Loan 025 is "to 
strengthen the capacity of the cooperative -over-ent to respond to the 
needs of its -ers, particularly those of small farmers." Specific 
end of project indicators *dculd be (1) an increase to $5.3 million of 
credit going to cooperatives made up principally of s.all farmers; (2) 
improved financial viaoility of cooperatives and federation of coop­
eratives; and (3) increased vclun.-e of bus:ness conducted by the coop­
eratives. 

1. 	 Credit going to cooperatives made up principally of
 
small far.ers increased to $5.3 milion.
 

I.IFOCOCP has $5.3 million available for agricultural
 
production, marketing and processing credit, but the drawdown of funds
 
has been slow. As of June !977 only 14 percent of the $2.7 m.--iion AID
 
funds 	for production, marketing, and =rccessina credit had been dis­
bursed. New sub-loans have been identified and this disbursement should
 
increase significantly in the near future.
 

Cooperative membership in 69 agricultural coops totals
 
approxirately 3,5C0 persons, of whom 80 percent are smal farmers.
 
These pecple are the mazor beneficiaries of coop activities financed
 
under :MirOCOCP credit.
 

2. 	 The financial viability of cooperatives and federation
 
of cooperatives is improved.
 

In general, member agricult-ral cooperatives are im­
proving their financial viability through ::,FCCOOP loans for acquisition
 
of new processing plants, new equipment for processing agricultural pro­
ducts, marketing facilities, and increased capital to cover operating
 
costs. With their own financial resources and technical, financial and
 
administrative assistance from ICCOOP, these cooperatives are becoming
 
more viable and business-like organizations.
 

I/
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The Milk Cooperative in San Isidro de Coronado is an
 
outstanding example of improved coop viability. Four years ago this
 
cooperative was just getting started. .ow it is a financially strong
 
cooperative producing a wide variety of milk products, and buying inputs
 
for sale to its coop merbers. it has expanded its processing facilities
 
and retail sales outlets, and is building a new retail store on recently
 
purchased land. It i.s expanding its activities through several I'CCOOP
 
loans, one of which is financing the importation of 285 improved heifers
 
for sale to coop membersin order to improve herd quality.
 

3. 	 Increased vol-ne of business conducted ly .e.ber coop­
eratives -- includinq increased sale of inputs to coop
 
me.bers and increased vclume of croducts marketed by
 
COoDS.
 

Ccoperatives which have received loans have increased
 
their sales of inouts to ccoop embers significantly, providing a wide
 
range of products (such as fYrtlizers, tools, vacines, animl feeds,
 
seeds, sprayers, work clothes, equipment and a variety of ccnsumer goods).
 
Cooperatives receiving marketing and prccessing loans have built new
 
processing plants, purchased new equipment, i-prcved the quality of
 
products, and increased sales of t.eir products.
 

D. 	 Outout-Level
 

Looking at progress toward individual output targets for the
 
Agricultural Services Cc.oonent of Loan 025:
 

1. 	 18 Protects-by-Campaicn in operation by the end of 1977.
 

To tree nursery, Projects-by-Campaign were initiated in
 
1976 in Puriscal and Esparza. Eightadditicnal Protects were developed by
 
the CARs, approved by :tAG and USA:D, and started in 1977. These eight
 
Projects are as follows:
 

(1) 	 Cartago, (Meseta Central Criental), $46,377
 
"Production of improved potato seed."
 

(2) 	 Esparza (JacificoCentral), $26,444 "Develop the
 
production cf tropical fr'uits and selected tree
 
plants as a small farner activity."
 

(3) 	 Grecia (M.C. Cccidental), $25,309 "'Improve/in­
crease dairy cattle production."
 

(4) 	 Lim n (Zona Atl~ntica), $33,597 "Increase corn
 
yield."
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(5) 	 Liberia (Pacifico Seco), $43,051 "Increase corn
 
yield."
 

(6) 	 Pirez Zeled6n (Pacifico Sur), $40,319 "Increase
 
corn and bean yields." 

(7) 	 Puriscal (Meseta Central), $26,504 "Promote re­
forestation." 

(8) 	 San Carlos (Zona Norte), $39,101 "Increase area
 
of yuca production."
 

Eight additional Projects are planned to begin before
 
the end of 1977. Plans for these proects have been reviewed by the
 
MAG and informally received by USAD. Per the Loan Agreement, program
 
budgeting is being used for all Pro:ects-by-Caxpaign.
 

2. 	 In-depth analys-s of a!: :'AG -rogranms in conjunction
 
with the 7echnical Council.
 

This Is being done as part of the SIPSA by COTEPSA 
which coordinates funding and 1--plementatcion of all sector programs. 

OFIPLA-4 has been impressed with the sophistication of
 
the pre-project analysis dcne .cr HAG program. Again, much of this is 
due to the new Ag Sectcr Plan.:.g System 'SIPSA), to OPSA and to the 
local level planning capabilities of the CARs. 

3. 	 Recort-inc system to monitor pro'ect crcgress and to 
keep all XAG officials informed of activities. 

A new recort-nc system "s expected to began In August
 
of 1977. These reports w-'Ll te prepared by CARs and suz-!tted to MAG
 
central headquarters (Div:sicn of Rural 'evelcnent.) These recrts
 
will contain informat-on on Pro~ects-by-Ca--ai-n, a_ .nistrative prob­
lems, production, crops, weather, incidence of crop pests, status of
 
overall program i..plementation, training, field days, conferences and a
 
host of other activities specific for each CAR.
 

4. 	 Statisticians and econcmists of MAG Part-cipating in
 
sectoral data develo p ent.
 

The entire staff of OPSA is participating in the com­
pilation and utilization of agricultural data. Two MAG technicians also
 
serve on the national cocn..ttee for the RCCAP sponsored PIADIC Project
 
which is gathering a broad range of sectoral data.
 

/2 
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5. 	 Annual sample surveys in each region for selected 
agricultural oroducts. 

With 	AG and OPSA participation, the C,,' Bureau of 
Census, with aisistance from the USDA, has developed an Area Frame 
Sample and questiornaire for the Pacifico Secc area. This activity will 
continue for approxi.ately one additicnal year. By that tire, Frame 
Samples and questionnaires will have been developed for all regions of 
the country. OPSA also has dor.e a series of special studies and gathered 
data on some selected agricultural products and technology levels em­
ployed. Annual surveys are expected tc tegin one year frcm this date. 

6. 	 Crop forecastinr crocra.- developed for -se as a source 
of recular, e~endahle infcrm.ticn. 

Once all Sample Francs Areas and related questionnaires 
are put into operaticn by the Bureau of Census and :M-G (approximately one 
year), the GOCR will have the beginnings of an effective nation-wide 
crop forecasting prcgram..:ost infor.aticn w-il pertain to crop yields 
and areas in certain crops, but this will be used to estimate annual 
production. 

7. 	 Transportation Unit established in the Adinistrative 
Division of .HAG.
 

The recent establishment of a new Transportation Unit 
and an improved nanage.ent system for parts and control of gasoline and 
oil have resolved many of the transportation problems of Y-AG personnel. 
Major repairs are done in San Jos6 in the :AG Transportation Unit, and 
minor repairs costing less than ZI,500 are done in the field. :n most 
cases, parts are made available to CAR Directzrs for such reoairs. 

8. 	 :AAG Training Unit.in cceratlon.
 

MAG has created two specific training units within the 
Ministry. One conducts training of personnel in extension methodology, 
project and program planning. The other unit trains :.AG personnel, ex­
tension agents, farmers and 4-S club members in crop production and live­
stock 	production technology. :o Loan 025 funds have been used to date.
 

9. 	 Regional plans at CANcito level.
 

The idea of regional CANccito plans, as originally con­
ceptualized in Loan 022 of FY70, has proved to be impractical. At best, 
CAcitos have helped to focus GOCR efforts on local level development 
problems. At worst, they have done nothing. They have been u-nable to 
perform a planing role for several reasons: (a) CANcito representatives 
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from various GOCR agencies unable to make co=it-ents for their organi­
zations; (b) high turnover of representi-tives to the CANccitos; and (c) 
non-assignment of GOCR personnel (ot-her than !NAG) to field offices in 
cantons. 

The M.AG Regional Agricultural Centers (CARs), staffed 
by directors and technicians, have instead been created to d.velop re­
gional agricultural plans. These regional plans are done anitually by 
the CARs and put together to form. the national :-AG procram. 

10. 	 Annua. agencv work plans develcced coordination 
with olans of :tner sectcr -nstit;t'cns. 

The S:PSA Law and :W.'-CPSA-CCTEPSA mechanism have con­
siderably improved overall sector cctrdinaticn. ".',,..'e each entity, in­
cluding M.AG, develocps its own ann.ual work plan :orres.:cnd.n to its an­
nual budget, the S:PSA system nrov:des for review : each agency's plan 
against the Nat--onal :e':e'ccent ?rcgra- 2nd tne plans of ot.er agencies. 
While -ean-nqful ccord: nation of agencies within Loan :25 has nci taken 
place, there are examples of ;cod :ocrc:nticn and cccope at-n between 
sector aqencies: e... tne Ba:ic Lrains Prccran and the Sobean Proect. 
The strength and respect of the present ' .:n,;ter of Agrlzut-re, r. 
Rodolfo -,uir6s,as the Director of Ce;, 0 has ccntributed sign:f-_cantly to 
sectoral coordination and cocceraticn. 

11. 	 Natlonal :arket-nc Cc.:_ss'cr. to (a) precare a national
 
agricultural market:ng strategy and investment cro­
gram and (b) plan and construct a wholesale market near
 
San Josi.
 

The functions of the National :Iarket-_ng Co.m:n..ssion 
(for--erly PI.'A) have officially been transferred to the CA: whIch, with 
OPSA serving as its Executive Secretariat, wil be rescons-be for na­
tional 	marketing strategy and prcgra, develcp-ent and "_le-enat:cn. 
OPSA is current!y engaged In a series of .arke:n-. studies :ch w-i! 
assist in deve!ccrnt of the long term .marketingstratagy. FAM, rather 
than AG, -will be resconsible for construct:on and superris:cr. of the 
Central "-holesale ':arket in the cutsklrts of San :os . :_FF, has already 
drawn up the initial plans, and f.inancng has been obtained from C-NBE: 
for the first stage of developnent and ccnst-rct-cn of the market on 42 
hectares of land near the Panamer:can Highway east of San Jose. Ground 
breaking for the market is planned for the fall of "977. 

------------ 0---------­
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Looking at progress toward individual output targets for the 
INFOCOOP Component of Loan C25: 

1. 	 Disbursement of SI,500,000, in oroduction credit to
 
coooeratives.
 

IFOC OP reporting shoc that no AID funds have been 
disbursed for production credit, although .:FCCCOP has made loans for 
the purchase of fertilizer and other inputs. USAID has reco-ended to 
INFOCOOP t-hat it -ix the loan's prcduction credit with narketing/proces­
sing and working capital credit in order to s-.p~lfy accounting and dis­
bursement procedures. 

2. 	 Disbursement of S3,2C0,CCC to cccrerat-ves for -arket­
ing and orccess-nq activities.
 

As cf June '977, thirteen loans totaling $791,596 
(05,991,635) have been -r--v.ded to cczeratives with Prcgram funds. 
Eight additional loans (S204,C-4 tozta: using Prog.an funds have been 
approved, but not %et for-.al"ed.;it. ass-.stance from. the 5-person 
PC! contract tean, ::FCCCCP ".s now developing an additicnal 23 sub­
project loans totalling some S1 i 7pproved proiects are isted 
in Annex :.) 

Because of the scwness of identifyi.ng sub-pronects, 
only $341,550 of Loan 025's -arketing/prccessIng credit had actually beer. 
disbursed by June !977. 

While concerned about the slowness of disbursenent, we 
feel that the technical assistance now neing pro-.ided to .:,-'COCP by PCI 
has largely corrected I'.-FOCCOP's inab-.lity to generate s"b--ro-ects and 
get money flowing.
 

3. 	 :1orkinc cacital of S600,00C provided to ccocerati:ves. 

I:,.OC'P reporting does not idvntify A= funds being 
used for this pur-pose. ::evertheless, if the production, .narketing/pro­
cessing, and "ork-ng capital c.nponents are mixed, it is expected that 
rNFOCOOP will finance the purchase of fertilizer. :tens stch as mort­
gage payments, salaries of managers, pa-:-.ents of old debts, uncollec­
tible accounts, real property, etc. should not be elig.ble for Loan
 
financing.
 

i1 

http:identifyi.ng


4. 	 System of -ont-hlv reports established to evaluate t.e 
progress of ::0OcOP .-. bers. 

A formal reporti.ng system has not yet been established.
 

PCI contract personrnel will, however, help to develop a system which de­
termines the status of on-going ;.OCCOGP orolect activities or. a regular 
basis. A rough ad hcc information system dces exist, but it depends upon 
INFOCOOP staff gathering information on their periodic visits to coops 
which have received loans. 

5. 	 System estahlished tc helo coeratives akrd federations 
develoo oro-ects and 1can orzcsals. 

:";OCCCP =rovides a brsad range cf sez.- zes to coops 
in project development, inc.._din techn-cal adv.e, rqvew:ng details of 
projects, assisting in econcnic anallys's of prc:ects, and analyz-nq the 
financial star s of coops. It .rerares .ro-cct5 fzr rev-w y the 
I.NFOCCOP Boar of Director:s and rcc.,enas a.::nrsva' "nen warranted. 

Acricultural cccerati.ens ha t-us far d.vel.oced 70 
project propcsals, nany with :::'CCCc ass-stance. Cf these, 44 have al­

ready received prelim-nar- dornt of vlani 1ty and 11 approved for 
i~ediate impleentatizn. 

It shculd te noted t.at :,-FCCCCP ls sc.ewhat conser­
vative in approv.ng pro3ects. :t does not wish cocceratives to incur 
high risks and considers -- adequacy of cocperat.ves to manace :rojects'.e 
(both fi-nancial an~d ad.nistrat.e .anagenent) to be a key issue in the 
coop loan approval process. 

6. 	 System to nrovide assistance to cooperatives in :.naqe­
ment, lann.n4, budaet, acco-nt.n, contract develop­
ment, loan ana':-s-s, qeneral adm.n:Istration, inventory 
and cersonnel -anace-ent. 

:%TOCCCP has been providing only limted technical as­

sistance to we&k cooceratives althcugh Its services are now increasing. 
Its 1976 Annual Report shcws thdt technical assistance was provided to 
131 different cooceratives cf all kinds. Loan 325 inclides $200,000 for
 

:NFIOCOOP to assist weaker agricultural cooperatives. A plan is now be­
ing drawn up to use these funds. 

http:approv.ng
http:reporti.ng


7. 	 System to provide assistance to cooceratives in mar­
keting their orcducts, including grades and standard
 
pre-processing and transport.
 

While I:rFCCCOP does =rov'de Technical Assistance in
 
marketing, processing, grades and standards and transport, these are
 
implementation functions that the ccoperatives therselves largely as­
sume. When technical ass~stance is needed, it is available from a
 
variety of sources, such as external donors, the University of Costa 
Rica, HAG, and private sector indiv'.duals and comoanies. The need for 
TA is therefore being met through :NTCCOP and other sources of exper­
tise. 

E. 	 Unplanned Effects
 

There have' been no .ajor unplanned effects relating to
 
social structure or the envirormental, technical, or economic situations
 
in Costa Rica.
 

III. 	 RECU-CE:ED C."AGS " E . OR PRC,7-£CT EX 3TI.N
 

1. The :zqical Framework will *e revised to reflect the new 
role of thne C;*! and n-e CA.s. is4 Although the CA!: a coordinating body 
for th - sector, we cannot -cncre that the three ipclementing agencies 
for this zroject lyAS, r.CC.O,have independent objectivesand :FA"' 

and t-at not a!: activ:ties can be coordinated 'underthe rubric of "'he
 
small farmer. -'
 

2. :n order to s:.nc.ifv :':FCCCcP's accou.mtlng procedures, the 
three credit compcnents (production, narketing/orocessing, and working
capital) wil1be -e~ed. AZ wi"', however, rov-de i'.'FCCCCP a repre­

sentative list c costs -hat 4oul: not be f.nanceab:e as working capita.
 

3. In order to assure a n.ore rapid .rc.ect execution In the 
next Costa Rican fiscal year (CY78), the ::-ss;-.r. w.l work closely with 
the Ministry of Agriculture, !.,FCCCP, and IFA! as they prepare their 
new budgets. The AID-funded activities should be included in the GOCR's 
ordinary Budget. 

IV. 	 LEASCNS ".A.'£D 

1. Loan agreements should be structured to allow for institu­
tional technical assistance prior to compliance with Conditions Prece­
dent relating to capital or credit transfers. We feel that the slow
 
identification of sub-loans and consequent slow disburse-ent of t e
 



INFOCOOP portion of Loan 025 is due in great part to the delay in ob­
taining TA for INTOCOOP -- a delay caused by difficulties in meeting 
Conditions Precedent.
 

2. The existing GCCR financial management system does not func­
tion effectively for progra.s (such as "?ro~ects-by-Car.patng") which are 
characterized by many small-scale decentralized operations. The system 
is established and required by law. It was designed to provide maxi.mum 
control and thus prevent misuse of funds. rt is not an cisable to large 
capital proiects with lng lead times. Hcwever, a system -Wthgreater 
flexibility and -ore rapid response :acatillty is necessary:' for the type 
of pro)ects A:- usuaI" finances, i.e., provision of assistance and ser:­
ices to small fa-.ers when and where they are ..ee-ed. The fornal fIi­
nanc-al ..anaqement system cannot :oce w-:h the f.cw of new . ans ceing 
cranked out by the z.anners, much :less s'ic- fundarentals as =:anting 

''
seas)ns and weather :ondit:ons. A:D s ana.vze t-e ,:tness cf the
 
financ,-a" zvstem .r'o- t !an, .--not
to oe and act, s-cul.d explore other 
financia: :rcanL.:s "wt- the CC,. A .r oe±dent exist: -n C:S, an az­
pendage of the .-. nt: oZ .-. t,'' Zecroereared z0 to po.-.:: rapid 
disbursement of f'.unds for z-ecia! recuire:ents. -ne ea riticnale for 
CCIS is that te. . r .' f ,ea th f "n... .... t . . th e-.- rgency 
situations, and therefr'. reor.r -cre f'xz financa .ls':stem thane 1 
that prcvi.ed --v the Law of FInanc:,. Ad-.nisr3tcn. ;e will consut 
with the CC., to Le, i: an anaoq to :C.q oul e :reatod f r ertain 
kinds of =rocra.s in t"'e ar .trasector. "t is unlikei t'at th-ns 
can occur oefre =e -23..ct~ns, ,cwe:er. because t-e 5cvernent 
would not wish to -nvite crltlcsn t.at -- is seeking to cir---vent its 
financial mnagement :aw, w..... Cesta .-cans consider prctecticn against 
waste and ccr%.opt-cn. 

3. :n preparing Zoan 25, the :J.ission perceived 'or perhaps as­
sumed) that the tnree =o..e.ent-ng agencies had a confluence of interests 
and ob~ect-ves. "Icwever, we did not sufficiently try to explore or 
generate tn-s :onfluence prior to tne !can. Rather, we were too quick 
to see "linkages," some of which were artif:cially created by the need 
to have a single loan package. 

Ii
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LIST OF IMFOCOOP LOANS -- AID AND COU.ERPART FUNDS 

APPROVE AND FORALIZED WITH LOAX 025 AND CCUNTERPART FUNDS 

COOPETIERRABLALNCA R.L. 500,000.00 

COOPEFR'A R.L. 350,000.00 

COOPEP.'CGRFS0 R.L. 87,000.00 

COOPEPRCGRESO R.L. 200,000.00 

COOPESUR R.L. (025 and counterpart) 858,000.00 

COOPECCRC.ADO R.L. 750,000.00 

COOPELECHE R.L. 910,000.CO 

COOPECOT,R.L. 300,000.00 

COOPECOT R.L. 576,635.00 

COOPETIERRA BLANCA R.L.* 1,000,000.00 

COOPESARD:'AL R. L. 24,000.00 

COOPESARDI.A4L R.L. 50,000.00 

COOPEPARA R.L. 386,000.00 

05,991 ,635.00"" 

* Production credit
 
08.54 equals $1 dollar
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APPROVED NFM0RMALIZED 

LOAN 025 AND CCunrERPART 

COOPESUR R.L. 

COOPEFRUTA R.L. 

COOPEL.CKE R.L. 

COOPELECMFE R.L. 

COOPEJORCO R.L. 

COOPECORCNADO R.L. 

URCOPAPA R.L. 

COOPEJORCO R.L. 

92,000.00 

30,000.00 

390,000.00 

120,000.00 

250,000.00 

1,275,000.00 

250,000.00 

215,500.00 

02,622,500.00 

PROJECTS WHICH QUALIFY FOR 025 FUNDING 

PROJECT: 
Cooperative: 

PROJECT: 
Cooperative: 

PROJECT: 
Cooperative: 

PROJECT: 
Cooperative: 

PROJECT: 
Cooperative: 

Industrializaci6n del achiote 
Coopefrutas R.L. 

Comercializaci6n de yuca fresca congelada 
Urcoz6n R.L. 

Comercializaci6n de ftrutas 
Coopeai.ulpa R.L. 

Adquisici6n de ganado importado 
Coopecoronado R.L. 

Ampliaci6n de planta 
Coopecoronado R.L. 
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PROJECT: Centro de acopio do leche en Nicoya 
Cooperative: Coopepenin R.L. 

PROJECT: Mercado do la papa 
Cooperative: Urcopapa R.L. 

PROJECT: Industrializaci6n del coco (en etapas) 
Cooperative: A organizar 

PROJECT: Comercializaci6n de hortalizas y verduras 
(Mona ":orte Cartago) 

Cooperative: Urcopapa R.L. 

PRJECT: Apicultura (cccercializaci6n de miel y cera) 
Cooperative: Cooperativas Peninsula do Nicoya) 

PROJECT: Comercializaci6n de conejos (cazne y pieles) 
Cooperative: Coopehumo - Coopeutaba 

PROJECT: Aprovecharmiento de recursos forestales Zona AtlSntica y 
Zona Sur 

Cooperative: A organizar 

PROJECT: Aprovechamiento de la cebolla 
Cooperative: A for-arse (existe una asociaci6n de productores do ce­

bolla) 

PROJECT: Aprovecha:iento de repollo 
Cooperative: Coopagrimar R.L. 

PROJECT: Fabricaci6n de puros 
Cooperative: Coopetabaco ..L. 

PROJECT: .ercadeo de flores 
Cooperative: A organizar 

', )
 



AGENCY FOR INTERNATIONAL DEVELOPMENT 

UNITED STATES A.I.D. MISSION TO COSTA RICA 

U.S.AI.D. 

SAX JOSI. COSTA RICA 

April 29, 1977
 

ME4ORANDUM 

TO: 	 Ms. Bernice Goldstein
 
LA/DP - AID/W /I
 

FROM: 	 Carol A. Peasley
 
USAID/Costa Rica Evaluation Officer
 

SUBJECT: 	 Evaluation Report, IFAM Component of Loan 515-T­
025
 

Attached is the evaluation report for the IFAM
 
component of USAID/Costa Rica's Rural Development Loan (515­
T-025). We are currently evaluating the INFOCOOP and Ministry
 
of Agriculture components of the loan and hope to forward the
 
final report by the end of May.
 

The evaluation was conducted jointly by IFAM and
 
AID, with the final review reeting held on April 28, 1977.
 

The recent ABS instructions say that all evalua­
tion reports should be sent to the ARC. While I believe that
 
ARC is the AID Reference Center, I cannot find it in the AID/W
 
Telephone Directory. Therefore, I'd appre.ciate it if you
 
could forward a copy of the report to the appropriate ARC
 
office, as well as any other AID/W offices which should re­
ceive copies.
 

Thanks for your help.
 

cc: URD:EEButler
 
AAO:JJSconce
 

CAP:mce
 
Enclosure: a/s
 

REGO~f~COP
 



AID LOAN 515-T-025
 

EVALUATION OF IFA4 CO4PONENT
 

LOAN INFORPATION
 

A. Borrower: Government of Costa Rica
 

B. Executing Agency: Municipal Development Institute
 

C. Date of Authorization: June 6, 1974
 

D. Date of Loan Agreement: November 29, 1974
 

E. Authorized Amount: $3,400,000
 

1. Credit: $3,000,000
 

2. Technical Assistance:$ 175,000
 

3. Training: $ 225,000
 

F. First Disbursement: March 9, 1976
 

G. Total Disbursed (as of March 31, 1977): $ 852,000
 

H. Total Committed (as of March 31, 1977): $2,223,450
 

I. Percent of Loan Disbursed: 25%
 

J. Final Date of Disbursements: August 1978
 



Ii. BACKGROUND 

The IFAM component of Loan 025 is part of a larger loan program
 

aiming to increase the income and improve the living standard 
of small
 

-Meentire program consists of three components: Agricultural

farmers. 

Services Pro)ect ($1,300,000); a Cooperative Development Project
 

($3,200,000); and a Rural Municipal Developrent Project 
($3,400,000).
 

The loan wa, conceived as a d.rcct o - to the earlier Agri­

Devlo:rtrvr (022) ird :!-ricipal Develop-rent (023) loans and was
cultural 
designed to addrec:; specifically selected aspects of the sector which 

As such, it was
 
contribute most directly to servicing the small farmer. 


designed to ".. .concentrate on improv1ng 	 the institutional capability of 

key organizations in the selected areas of agricultural services, coop­

erative development, rural infrastructure, marketing and coordindtion
 

(Annex I of Loan Agreement, p. 1).
within the agricultural sector." 


Through financial assistance for initial 	capitalization and tech-

AID assisted the Govern­nical assistance (Loan 023 beginning in 1970), 


ment of Costa Rica in the establishment of the Instituto de Fomento y A­

had had a
 
sesoria Municilpa. (IFA.M). By the completion of Woar. 023 IFA 


substantial imi.act on municipalities, both in financing infrastructure
 

projects and in strengthening the management capabilities of local gov­

limited to urban or relatively
ernment. However, much of this impact was 


-- hence Loan 025's emphasis on sixty-five
accessible municipalities 


rural agricultural cantons.
 

III. LOAN DESCRIPTION
 

The purpose of the IFAM component of Loan 025 is to 
strengthen and
 

expand IFAM's capacity to help local governments provided services and
 

Along with the other
 physical infrastructure to the rural population. 


two components of the loan, the long-terv. goal will 
be increased incomes
 

and improved standards of living for small farmers.
 

IFA14 will assist the municipalities with project identification,
 

preparation, presentation, financing, implementation, 
and maintenance,
 

By the end of this
 
as well as with general adyinistration and planning. 


project, IFA14 should be sufficiently strong to carry on these 
activities
 

without external financial or technical assistance.
 

AD RECO.M2.E1DATIONS
IV. EVALUATION FINDINGS 


This evaluation was carried out as a joint USAID-IFAM 
effort during
 

A number of staff meetings were held and field
 the first quarter of 1977. 




- 2 ­

trips 	taken to obtain the required information. The evaluation results
 
described herein represent the views of both USAID and IFAH.
 

This report is based on three levels of project evaluation: (1)
 

Progress toward Specific Outputs planned in the Loan Agreement and arti­
culated by IFA. as part of its original Evaluation Plan; (2) Progress to­
ward achiev(-rcnt of the Pro.ect Purpose or the conditions expected at the
 

end of the project; and (3) Progress toward achievement of the total loan's
 
rural sector Goal.
 

These Goal, Purpose, and Output targets are specified in the Annex
 

I Logical Framework.
 

A. 	 Specific Outputs
 

1. 	 Study Co.-nission to review land tax rates and assess­
ment policies (Loan Agreement)
 

Findings:
 

In early 1975, a special Land Tax Study Conm.ission was
 

formed with merbers from IFAM and the Office of Direct Taxation. The
 
Commission studied legal and administrative problems of implementing a
 

land tax, paying particular attention to questions of mechanization and
 
conputarization in the Section of Property Fegistration within the Office
 

of Direct Taxation.
 

In October 1976, the Cor~ission delivered a report of
 
its findings and recommendations for a contract to design a computarized
 
system of property registration. The estimated cost is V2.7 million
 
($316,000), of which IFAM would finance 68.3%, a sw- whzch is already
 
included in IFA11's 1977 budget. The rerainder will need to be financed
 

by the Ministry of Finance, although it appears to have no 1977 funds for
 
this purpose. The Ministry of Finance will include funding in next
 

year's budget, and work should begin shortly thereafter.
 

The Cormission has also recommended changes in the
 
Land Tax Law to improve the collection system and in order to gain great­
er control over contributors.
 

Because of the problems encountered concerning the ad­
ministration of the land tax, the Cor~rission did not study the feasibil­

ity of shifting administration of the tax to IFAM. Once the earlier
 
recommendations are fulfilled, the Comission will consider this broader
 

question.
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The Mission considers this output, as specified in the
 

Loan Agreement, to have been successfully accomplished. 
We do, however,
 

hope that mre serious consideration will be given to 
using land taxation
 

resources of IFAM and the individual
 as a means of increasing the income 


municipalities.
 
2. 	 Prior itydevelo..ent £ro)ects in rural municipalities 


roads, water suppy systems, electrification,
feeder 

and agriculture-related projects (Lan Agreement)
 

The IFA. Evaluation Plan outlined targets as:
 

roads 	through 31 projects in­(a) 	 485.1 km. of feeder 


volving the participation of 18 municipalities and
 

benefitting residents in 64 rural comunities;
 

Rural 	aqueducts involving 14 municipalities and
(b) 

benefitting 5,000 homes;
 

(c) 	 151. kms. of rural electrification through 34
 

projects involving the participation of 7 munici­

palities, and benefitting 1,343 homes;
 

Bridges, road maintenance, and slaughterhouse.
(d) 


Findings:
 

The rural feeder roads program was eliminated
(a) 


from the loan in late 1976 for the following 
reasons:
 

(i) 	 The feasibility studies showed that the cost 
of
 

70 kms. at a
the roads would be very high, e.g., 


cost of $3.3 million.
 

(ii) 	 The high cost of the program and the 
lack of suf­

ficient funds, meant that IFAM could not 
finance
 

Rather than face the politic­the entire program. 

some areas
al difficulties of financing roads in 


and not others, IFAM decided to postpone the
 

program until sufficient funds were available.
 

(iii) The high cost of the program, the relatively short
 

life span of the LJads (20 years maximum, and
 

the cost of capital (8% minimum per annum) would
 

make repayments by the municipalities to IFAM 
ex-

The only way to repay thetremely difficult. 
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loans would be through excessive user charges on
 

the project beneficiaries. An added complication
 

would be the likely objections of the Controller
 

General's Office concerning authorization of the
 

corresponding loan contracts.
 

(iv) 	 The high cost of the program would make it impos­

sible to obtain the necessary counterpart con­

tributions from the municipalities (15% minimum).
 

Subsequent to the decision to eliminate the feeder roads
 

from the AID loan, the Central Governrent agreed to provide counterpart
 

for each of the planned roads. This counterpart iepresents 33% of the
 

to the municipalities and
project's total cost, thereby reducing the cost 


making the construction of the feeder roads feas:ble. The Inter-American
 

Development Bank had now approved a loan with IFA. to finance the Feeder
 

Roads Program. IFAM is now revising the feasibility studies in order to
 

make final selection of roads to be financed.
 

A large part of the resources originally planned for
 

feeder roads have been used for sub-loans to municipalities for the pur­

chase of machinery and equipment. IFAM estimates that this equipment will
 

construct or maintain approximately 1,365 kas. of feeder roads in various
 

rural 	cantons of the country, benefitting approximately 109,000 people.
 

In order to ensure the best use and maintenance of ma­

chinery, IFA14 approves all sub-loans for machinery sub-loans only after
 

considering the following points:
 

--	 Ranking of the road according to priority stated in 

the earlier feasibility studies; 

--	 Length of the road, type of work to be done, and ap­

proximate cost per km.; 

--	 Infrastructure available for the program (workshops, 

lubrication shops, availability of petroleum, etc.); 

--	 Human resources, e.g., municipal chief of machinery 

and municipal engineer; 

Presence of machinery operators;
 

Funds available for the operation and maintenance of
 

machinery; and
 

Amount of municipal financing.
S--



- 5 -


With regard to the maintenance of machinery, the "invi­
tations for bids" specify the type of maintenance to be provided and
 
guarantee that spare parts will be available.
 

Recently, a new problem concerning the purchase of ma­
chinery has arisen for the municipalities. The Controller General's
 
Office has told IFA.M that the "invitation. for bids" should not contain 
detailed specifications or. the type of .achinery desired, but rather 
should be very general in order to avoid any possibility of seeming pre­
judicial. This makes it difficult to eval ate offers, espe,:ally in 
light of AID's requirement that the lowe!;t bidder should be awarded the 
contract. In many cases, the lowe:st bid represents inferior r.Nchinery. 
However, without detailed specifications, the purchaser has no objective
 
grounds upon which to reject thi,, lowest cost machinery.
 

Recor.enda t ion: 

IFAV should come to an early agreement with the Con­
troller General's Office, reconciling its requirements with those of AID.
 
If required, USAID will call upon the Regional Legal Advisor to assist in
 
resolving the problem. Also, if required, AID will discuss the issue
 
with the Controller General's Office.
 

(b) IFAM has approved 5 sub-loans for a total of
 
013.9 mLillion ($1.6 million) to finance construction of water aqueducts
 
which will provide potable water to approximately 18,300 persons. In
 
this program, several projects were selected which had been included in
 
an agreement between IFAIM and the National Institute of Water & Sewage
 
(A&A) to provide potable water to 14 towns. Unfortunately, IFAM did not 
receive AID approval before entering into this acgrvement with A&A. There 
are now a num.ber of conflicts betwecn this agree(rent ar.d various clauses 
and requirements in LWar. 025 -- e.g., re-,arding pro (.,ur(s to be followed 
in issuing "invitations for bid!;" for consLruct. )-.; ,hyi nyter.of dis­
bursement of sub-loans; the transfer of the a:ueducts tc A&A; and the 
transfer of assets; and debts to IFA.M. Thie Mi;s;ior. has told IFAM what its 
minimu, requirement:: are for sub-loan;, and IFAM has beur to discuss the 
issue with A&A. if they aire unable to arrive at agroee,.-ent acceptable to 
AID, this type of activity in which A&A particiate:; will have to be 
eliminated from the 2-:t of pro>.c's elig'k'le fo: A:D financing. This 
would, in turn, 3eoard-ezc the possib'litics of fully di,;tursing tht loan 
prior to the Te(rminal D::;ur:;ment Date since aqu',duct,; represent appro­
ximately 50% of the ,pprxv0.! budget allo.-.-ition,;. It s-hould be noted, 
however, that AID ha.; no objection to fin:%ncing aqueducts which are owned 
and opereted by the municip-alities themselves. For those municipalities 
which are unable to operate water systems, we feel that even if IFAM does
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not come to an agreement with A&A, some municipalities would proceed with
 

construction of aqueducts, using both technical assistance and financial
 

support from ALA.
 

Recommendations:
 

(1) 	 IFM should promptly enter into an agreement with
 
A&A.
 

(2) 	 If A&A decides not to continue with construction
 

of the aqueducts financed by IFAM, IFAM should
 

enter directly into negotiations with the ntunic­
ipalities to carry on the projects even if this
 
means 	that IFAPM has to grant sorter terms.
 

(c) IFAM has apiroved 4 sub-loans for a total of
 

9683,200 ($80,000) to finance rural electrification. These projects will
 

provide electricity to 1,300 users serving a ixNpulation of nearly 6,000
 

people. In selecting these projects, IFA.M took into account agreements
 

between the mnunicipdlities and the Costa Rican Electricity Corporation
 

(ICE). In these cases, the assets and debts passed to ICE to complete
 

the works.
 

Because the rural electrification projects are so
 

small and in isolated rural ar as and no private firms are interested in
 

them, ICE will be responsibl :'or both construction and administration.
 

ICE is also able to use mteriils which it has purchased in large quantity
 

for these mini-projects, thereby obtaining lower prices. However, as with
 

A&A, IFAM must ensure that the conditions of agzeements between IFAM, ICE,
 

and the municipalities are consistent with the requirements of Loan 025.
 

Recomendations:
 

(1) 	 IFAM should enter promptly into an agreement with
 

ICE concerning construction of rural electrifica­

tion projects and receive AID approval for this
 

agreement.
 

(2) 	 AID will study the possibility of approving the
 

procedures already used by ICE in the construction
 
of small rural electrification projects.
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(d) The Rural Window of IFAM has also approved sub­

loans for the construction of bridges in the Santa Cruz Cant6n of Guana­

caste. One wooden bridge has already been constructed at a cost of
 

$17,000. AID end IFAM are curr'rntly reviewing plans for ten more bridges
 

at 	a cost of 1b5,000.
 

Sub-loans have also been authorized for the con­

struction or repair of a small number of kilometers of feeder roads in
 

Nandayure, Guanacaste and for the construction of a regional slaughter­

house in Turrialba.
 

Rvcom.r.cndat ion: 

IFAM should accelerate the approval and construction of
 

regional slaughter houses and other projects originally contemplated as
 

part of IFAM's Rural Window.
 

3. Tra~r~in._uo_:rams for epoyees of IFAM, of municipal­

itiei, and of other institutions which have responsibil­
ity.for local public works and services in a national
 

institution of higher education (Loan Agreement).
 

Findings:
 

In April 1976, IFAM entered into a contract with the
 

University of Costa Rica in which the University was to develop a plan for
 

training and research in municipal and local administration. Under this
 

contract, the University is offering six intensive courses for officials
 

from IFAM., other ministries and agencies in the Executive Branch, autono­

mous and semi-autonomous institutions, and nunicipalities identified by
 

IFAM. The courses are for a two-week period, with dn average of 25 per­

sons per course. The program includes two courses on problems of the
 

Metropolitan Area and two on the improvement and transformation of local
 

governments and their role in national development.
 

Besides the training program, the University of Costa
 

Rica, through the Research Institute of the Economics Faculty, has cowmit­

ted itself to three research projects with the following themes:
 

--	 Study of Municipal Taxes in Costa Rica 

--	 Territorial Administrative Division and its Influence 

on National and Local Public Administration 

--	 The Sociological, Political, and Legal Operations of 

the Municipal System in Costa Rica 
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During 	the period of this contract (May 1976 to June
 

1978) the University has also promised to study the possibility of creat­

ing a Center for Research and Training in National and Local .ublic Ad­

ministration in order to provide services to the Central Government, pub­

lic institutions, and municipalities.
 

Also, with fund, from Loan 025, IFAM sponsored two semi­

in Urban and Regional Development at Teas A&M University attended
 nars 

by a number of IFAIM and goverr~rent officials involved in municipal de­

veloprent. F-unds were also :sed to p.rovide traininq at Conta Rica's Tech­

nological Institute for construction foremen from vatious municipalities
 
CIAPA. Nearly


and to finance six IF;AM officials who received training at 

earmarked for training rem.ins und:,.:rsed. This will be used$22,000 
ing Dtea'tment -- for mecha­

for the training of people in :!'A.M's ,CcOn. 

nization of the IFAM account~ng sy;tem.. 

ment of Research and Plan­4. 	 Strenqth,_r.-in of IFkM's Depar 

ine (I~n A;r_nement)
 

Findin-_: 

the time Loan 025 was being prepared, the Mission
At 


and IFAM felt that. it was very important for IFAI to base its work on de­

tailed information from each canton and municipality of the country, espe­

focus its financing
zones. This would allow IFAM to 

With this objective in


cially 	in the rural 


on the priority nee,!!; of the municipalities. 


ent of Research and Planning contracted with Acci6n
mind, IFAM's De:-art 

a 30 month-period (Jdnuary 1974 to
International T6cnica (AITEC) for 


June 1976) to conduct research in Costa Rica's rural cantons. IFAM ori­

ginally financed this contract with grant funds from AID ($85,000) 
and
 

later with funds from AID Loan 515-L-023 ($42,000). Loan 025 was used
 

to finance the final year of the contract ($90,000).
 

During these 2-1/2 years, AITEC conducted studies in 56
 

rural cantons and published individual reports for each one. These
 

studies contain information on the basic needs of each community 
(roads,
 

as well as in­
electrification, water, street repairs, sewerage, etc.), 


formation on agricultural and industrial production, employment, 
migra­

tion, education, rural credit, housing, etc.
 

Nevertheless, upon completion of the contract, the per­

sonnel 	trained by AITEC to conduct the research and 
scheduled to join
 

IFAM's Department of Research and Planning were dismissed, 
and IFAM dis­

level studies.
continued this type of cantonal 


Furthermore, it appears that the cantonal studies 
have
 

hardly been used by IFAM in identifying or selecting 
projects for fi­
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nancing. IFAM has explained that the selection of projects should be 
-- that IFAM should
 

based on the desires of the municipalities themselves 


IFAM feels that the studies were based prim­respond to their requests. 


arily on cornunity interviews and did not adequately consult 
with the
 

Therefore, the AITEC
 municipality leaders in determining priority needs. 


always reflect the political realities of municipal de­studies do not 

as general reference,
IFAM, the studies are useful
velopment. Accirding to 


inventorying the priority re­but not in dcterr.ninng credit policy nor in 


quirements of individual co.-unities, as had been originally 
planned.
 

The studies hoever have received wide distribution in Costa Rica and
 

there is evidence that they have been used by other agencies 
such as
 

OFIPLAN and DINADECO.
 

IFAM has been restructured with
The Planning Division of 

analysis of existing re­additional personnel. In 1977, they will do an 


sources, and the needs and progranina of investments. 
This will be used
 

to integrate technical and financial aspects of projects.
 

Recor.nendations:
 

(1) 	 IFAM should conduct the above study before the
 

end of 1977.
 

(2) 	 IFAM should re-evaluate the utility of the AITEC
 

We feel that they could be
cantonal studies. 


useful in identifying priority projects in indi­

vidual municipalities and that they could help
 

IFAIM play a more dynamic role in working with
 

municipalities to identify and plan worthy sub­

loans.
 

a more efficient accounting system within
5. 	 Development of 


IFAM (Loan Agreement)
 

Findings:
 

The originally planned $100,000 for this activity has
 

been increased to $155,000 in order to mechanize the Accounting Depart-


In addition, $21,550 of technical assistance funds 
will be used to
 

ment. 

train the necessary personnel.
 

Mechanization of the system will allow IFAM to 
maintain
 

its budget, income, expenditures, and sub-loans 
to
 

greater control over 

In order to dchieve this 	objective, IFAM will require
municipalities. 


technical assistance, especially concerning adaptation 
of a system to
 

IFAH's needs and equipment requirements.
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IFAM has obtained with loan financing the professional
 

services of Ing. Clara Zomer, an expert in mechanized accounting systems,
 

who has already presented a workplan for the computerization of IFA4's
 

accounting system. Ing. Zomer will present a report on mechanization al-


IFAMM would then select its preferred
ternatives by the end of May 1977. 


system, followed by a new workplan for further technical assistance cover­

ing:
 

--	 Contracting and training of personnel 

--	 Bids for required equipment 

--	 Specifications and implementation plan for installing 

a mechanized system 

--	 Organization of computer services. 

Recommendation:
 

IFAM should accelerate this work in order to ensure
 

mechanization of the Accounting Department before the Terminal Disburse­

ment Date for the project.
 

B. 	 Purpose
 

As articulated in the Loan Agreement, the purpose of the IFAM
 

component of Loan 025 is to strengthen and expand IFAJ's capacity to effec­

tively reach out and assist Costa Rica's local governments in providing
 

services and facilities to the rural population. Looking at individual
 

conditions originally expected to have been achieved by the end of project,
 

we see the following:
 

IFAM to be assisting municipalities in project identifi­

cation, preparation, presentation, financing, execution,
 

and maintenance.
 

Findings:
 

IFAM's current organizational structure calls for the
 

concerted action of 3 Divisions to achieve this objective. These are as
 

follows:
 

(i) 	 Division of Planification which is to prepare, in
 

consultation with the municipalities, general de­

velopment plans for each municipality. These
 

plans identify, describe, and quantify basic needs
 

and establish priorities among these needs.
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(ii) 	 Division of Technical Assistance which carries out
 

more detailed investigations on the feasibility of
 

different ideas, consults with municipalities re­

garding administrative problems, tax rates and
 

collection systems, training requirements, and
 

other munici2al ratters. Through its training
 

departrmnt, this Division also arranges appropriate
 

training for municipa: officials.
 

(iii) 	Division of Operations which responds to specific
 

sub-project requests by preparing detailed tech­

nical and financial feasibility studies, and
 

prepares or monitors the complete sub-project
 

package through sub-project approval stage. It
 

also assists municipalities in all phases of sub­

project execution and monitors construction pro­

gress until completion of the sub-project.
 

With 	 respect to the Rural Winlow Programs, this system 

does not appear to be functioning well, manifest~d by the slow rate of sub­

project approvals and execution. An aggressive "out reach" promotion 

strategy to municipalities, particularly the more isolated rural munic-

It is 	also not clear how useful the broad planning
ipalities is lacking. 

work and training activities are to identifying and preparing sub-projects.
 

Additionally, once projects are identified, effective follow-up in sub­

project preparation, approval, bidding, and construction phases is lacking.
 

Possible reasons for this may be the division of project development work
 

among different IFAM Divisions, without sufficient control or coordination.
 

This might be due in part to an insufficient number of persons working .n
 

the Rural Window Program.
 

Recor 	endations:
 

IFAI. should carefully review its system for developing
 

Rural Window sub-projects and take corrective actions that it feels ap­

propriate in order to ensure a timely and coordinated Program effort.
 

2. 	 IFAM to have a permanent source of long-term, low-in­

terest financing for rural areas (Loan Agreement).
 

Findings:
 

With the financial support of AID's Loan 025 ($3,000,000)
 

and counterpart from the GOCR ($2,000,000), IFAM was able to create a Rural
 

Window Program that offers a line of credit to municipalities for fi­

nancing rural projects. From the beginning of the program until December 

31, 1976, IFAM has approved 24 loans for an amount of $3.4 million, at 

terms varying from 8 to 20 years, depending on the type of project, the
 

amount of the loan, and the financial capacity of the municipality. The
 

rate of interest varies from 6 to 8 percent.
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Using its own resources, IFAIM has increased the amount
 

million, making a total of
available for the Rural Window Program by $1.6 

larger number of projects than ori­$6.6 million. This will allow for z 

ginally envisaged, and should ensure completion of those projects 
still 

under construction at the time of the Terminal Disburse-mefnt Date. 

Loan 025 will be repaid to AID directly by the Govern­

ment of Costa Rica. This means that the repayments of sub-loans will
 

form part of IFAM's working capital, including repayments of both 
AID and
 

counterpart GOCR funds.
 

Although no detailed studies have been done, and even
 

though the above repayments will be significant, it is likely that IFAM
 
its commitments
will need to obtain additional capital resources to cover 


over the next two or 
three 	years.
 

Reco=mendations:
 

(1) 	 IFAM should make a detailed study of the flow of
 

repayments due during the next ten years from
 

sub-loans made under Loans 023 and 025 in order to
 

determine resources available to IFAM and require­

ments for additional capital.
 

two loans similar
(2) The GOCR should enter into one or 


to Loans 023 and 025 and transfer them to IFAM,
 

which would, in turn, :ontribute the necessary
 

counterpart financing.
 

These 	loans should be negotiated on the basis of
(3) 	
alre,%dy identified projects in order to avoid the
 

problems of slow disbursements found with Loans
 

023 and 025.
 

3. 	 IFAM to be partially decentralized, with permanent
 

areas and offering total
offices located in major rural 


assistance packages in comiranity planning, program exe­

cution, and training (Loan Agreement).
 

Findings:
 

IFAIM has conducted a survey of rural 	municipality
 

leaders in order to determine their interest in and 
their views on the
 

need for creatin, regional IFAJM offices in different parts of the country.
 

Besides, because technical assistance from IFAM 
has been free, it was im­

portant to determire whether the municipalities which 
would be serviced
 

offices would be willing to contribute to their adminis­by regional IFAM 
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trative support. The municipalities have responded favorably to these
 

ideas, and IFA4 has initiated plans for regionalization.
 

IFAM is planning to begin with one regional office that
 

will serve as a model. Initially they had planned to open this office in
 

Lim6n, but they may decide that Guanacaste provides better 
opportunities -­

primarily because of an existing League of Muniz:ipalities which has 
of­

fered its offices to IFAM. This first regional office will offer tech­
financial: administrative,
nical assistance to the municipalities in legal, 


It will also offer training, as to be elaborated
and engineering matters. 

in collaboration with OFIPLAN's Regional Developnent Office 

and its OAS
 

advisors.
 

IFAM's regionalization plan is almost completed and
 

will be presented soon for consideration by IFAM's Executive Board,
 

followed by implementation of the plan in the second half of 1977.
 

Recoubendation:
 

We recomnend that regionalization remain a high prior­

ity and be executed as soon as possible.
 

IFAM to have a strong research capability which is used
4. 

to help communities plan projects (Loan Agreement).
 

Findings:
 

As discussed in Section IV.A.4 of this Report, the
 

Cantonal studies done by AITEC to help identify and plan 
projects, were
 

The Division of Planning has been re-structured
 not used as anticipated. 

-- not
 

in order to play an active role in the coordination of 
projects 


the identification of projects.
 

IFAM does coiiduct feasibility studies for such projects
 

-- in order to develop selection criteria
 as the regional slaughterhouses 

and to complete financial analysis requirements for projects.
 

IFAM also conducts ex post evaluations of projects,
 

looking at such variables as the financial status of the 
municipality be­

fore and after the project; financial operation of the project and costs;
 

users before and after the project. These
 
and changed status of the 


evaluation results are then used to assist in planning similar projects
 

in other municipalities.
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Recommendation:
 

The same as in Section IV.A.4.
 

C. 	 Goal
 

The overall goal of Loan 025 is to increase the income and
 
improve the standard of living of small farmers.
 

Findings:
 

The beneficiaries have been an important criterion in select­
ing projects to be financed through the Rural Window. IFAY.has given
 
particular weight to those cantons in which more than 70 percent of the
 
population is rural (using Census data). For example, in reviewing pro­
posals for aqueduct projects, IFk: accepts that the systems will in many
 
cases not go to small farms per se, but they will improve the lives of
 
the near-by rural 1;oor, thereby discouraging migration to the cities.
 
IFAM has used similar thinking in justifying rural electr:fication pro­
jects. They feel that the road construction and maintenance equipment
 
sub-loans most directly help the small farmers by increasing their access
 
to markets.
 

In evaluating the broader impact of Loan 025, USAID needs
 
to develop baseline data and a monitoring system. The basis for this
 
exists in the recently published Poverty Profile financed by AID. This
 
study matches data from the 1973 Agricultural, Population, and Housing
 
censuses -- it therefore provides reasonably complete profiles of family
 
status as of May 1973.
 

Recommendations:
 

(1) 	 That USAID develop a goal-level Evaluation Plan for
 

Loan 025, using baseline data from the Poverty Profile
 
and, to the extent possible, drawing upon information
 
to be generated out of the proposed FY79 Basic Needs
 
Information System Project.
 

(2) 	 That increased efforts be made to relate the IFAM com­
ponent of Project 025 to the MAG and INFOCOOP portions
 

which focus more directly on the small farmer.
 

D. 	 Special Findings
 

1. The Loan Agreement says that the "Borrower shall give
 
publicity to the Loan and the Program as a program of United States aid
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in furtherance of the Alliance for Progress, identify the Project sites,
 
and mark goods financed under the Loan, as prescribed in Implementation
 

Letters."
 

The Mission has pointed out to 'FAM on numerous oc­

cassions that there has been little mention of AID in various newspaper
 

and television accounts of Rural Window projects. Recently, and after
 

various conversations between IFA4 and AID, IFA4 invited AID to participate
 

in a televised news conference discussing the Rural Window Program and its
 

sources of financing. Also, in recent weeks, AID has been mention-d in
 

IFAM's press reports.
 

None of the projects financed under this loan have
 

physical markings at the construction site identifying them as part of
 

the AID program in Costa Rica. This is because the majority of the muni­

cipal leaders receiving sub-loans simply ignore the required procedures.
 

Reco-endat ion:
 

!FAM should require that the municipalities comply with
 

the conditions of the Loan Agreement and that all project sites have signs
 

identifying the project as part of the Rural Window Program with financing
 

from IFAY and AID.
 

2. The Loan Agreement states that "all contracts financed
 

by the Loan will be approved by AID in writing before execution."
 

On various occassions, IFAM has entered into contracts
 

using Loan 025 funds without having received prior AID approval. This
 

has created problems and program setbacks, even requiring opinions from
 

AID's Regional Legal Advisor to reach agreements acceptable to AID.
 

The sape has occurred with "invitations for bids" issued
 

by municipalities -- i.e., on numerous occassions they have been issued
 

and approved without AID approval. This happened with the aqueduct proj­

ect at Palmares. The specifications of the "invitation for bids" were in­

acceptable to AID, and AID therefore had to say that its Loan 025 funds
 

could not be used for the project. Because of the large size of the proj­

ect ($1.5 million), this has created problems for IFAM which now has to
 

search for an alternate funding source.
 

Recommendation:
 

IFAI should conform to the contract requirements of the 

Loan Agreement. 
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3. There have been significant delays in sub-project ap­

provals, disbursements, and in general project implementation. To date,
 

251 of the total. It is apparent
IFAM has disbursed only 9852,000 or 


that if approvals and sub-project implementation are not expedited prompt­

ly, all available Loan funds will not be utilized prior to Loan Final
 

Disbursement Date (August 1978).
 

Recorm-endations:
 

IFAM should review its portfolio of approved sub­(1) 

loans, sub-loans under study, and other possibil­

ities, and the estimated time to complete all sub­

project construction in order to a!;certain probab­

ility of t'filly disbursing the Loan by August
 

1978.
 

cover­

ing the period Mty 1977 through August 1978. With
 

this infcrwation, it can then prepare a new list
 

of "topes" for different categories of projects.
 

(2) That IFA.M prepares a Disbursement Schedule 


IFAM should assign one person to dedicate full­(3) 

time to monitor implementation of the Rural
 

Window Program in order to ensure complete dis­

bursement of loan funds in the most effective
 

manner possible.
 

461 
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