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13.

15.

SUMMARY
_—

As of July, '977 only 18 percent of the loan's §7.9
a

mailli

n had teen disbursed. This

slowness has teen dus %0 nurkter of faczors -- srccedural delays cn the lcan's over-
all evaluaz:cn glan, difficulties zeeting Ccnditicns Precedent, zreblems :wn 3ublishing
the MAG's budgez in la Gacets, and delays i acguas:iticn of technical assistance for
JECCCC?.

lcan :>plemenzaticon tas accelerated. Uith assistance Irom Practical Ioncegts, Inc.
sontractor, INFOCCCP is werking on the Zevelscment of susgrcjects for scme $3 mullion.
The MAG :s .n the process of budget:ing Zor and planning TA activities {inanced with
lca~funds. Eight Projects-by-Campaign have already tegun, and USAID is ncw reviewing

£lans for eight new zrojects.

TVALUATION METHCOCLIGY

There was nC agcroved Iwaluat:ian Plan for the Loan; nor was there an agreed cpon logical
Tramewcrk. Howewver, TOLAG SAack T2 the or.sinal Lcan Agreerent, the Mission constructed
2 Lcg Trame wniln sersced 23 the fasis for twhis 2valuaction.
Tvalieazisn Teezincs wese Neld witn sffizials frzn MAS and INTCCICP, and sute vis.Lis <ere
made zv 3Zural CZevelzgcment TfZize swafi wo Lndivideal Procects-tv-Camcaign and Sscgerative
The foilcwing indoeiduals zarticsizates Lo the wewaluacticn
MAG: Ing. Tranziscs lerayvilli, Tinductoro Itz Frooraezws-cy-lamcalsm

Ing. Laxs Zclarfics. Zesuety lIsriinatcso Procaecis-sy-lATzalsn
WFCCICP: iz, Wnzals ATiilacs, Thoed, Zezazorent i Flanmning

Zic. Tranxklin FLlcoy, Inif, Tinanczz ZezazTment ‘

Lac. Ja. 3
USAZZ: caces = w

<chn A.

Vicky Ramfrez, ~3 c.ta

Cazoli A. Peas.ev, Prsgram Iocngoist
cocuments %0 be cevisad %o reflect decisicns noted tage ' (other side:)

/7 2rcject Pace:r (P?) /fp Lcgical Framework /7 CPI letwerk /7 Financial Plan
/7 ®?ic/t /7 ?i0/C JP!C/? /7 ?rocect Agreeczent [/, Clther

7 This evalvaz:ien Srought out (ceas Zcr a new sSrslect --
T a Trcject Idenz:ificaticn Iecusent (2I0) will follcw.
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prepared "common annual execution plans for the Program,"” and is prob-
ably in no position to exerclise %this kxind cf coord‘"at-ng authority over
the three irplementing Inszitutions, !AG, INFCCOCP, and IFAM, each of
which has unigue :nterests and objectives beycnd those which are held in
common. ‘while the Lcocan W1ll continue %0 ingrease troject ccnplementa-
rity, the original cbleczive of pro-ect cccrdinaticn was based cn an un-
realistic assumpzicn and is tnerefo:e rot achievable :in this Progranm.

B. Goai Level

As stated in the Loan Agreement, =
crease the :nccrme and ilmprove the living standarsd
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While unable in this evaluaticn Repcrt to shcow scecific sro-
gress towards .mcrcoving the incocmes and living standards of tnhe target
group ~- orinarily because of no baseline 2ata -- the project has none-
theless focussed cn the srall farmer targez crou The Projects-by-
Campaign cover small farmer crogs; the major:ic o‘ agricultural cces-
erative members are small farmers; and IFAM sub-loans are going to rural
periohery areas in which srmall farmers form the nucleus of the popula-
tion.

Lo
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cC. Purpose-Laval

Looking rse at the Agricultural Services Component, the
project purpose :.s o 1lmprove the Ministry of Agriculzure's (MAG) capa-
bility to serve the agricultural sector wi:h special emghasis on the
small farcer and overall sectoral cccrdinaticr and zolicy formulaticn
through the ational Agriculzural Council (CAS).“

ct ".

Progress tcwards :individual End of Project Indicators has
been as foilows:

1. The cacacity of MAG in clanning and {evelooing Proj-
ects-ty-Camzaign has i1mcroved *c the Zoint that 1t can
program and :waclement mcre than '8 cra-~ects throuchout

the countrvy.

Design and implementoticn of Procects-sy-Camcaisn have
been slow, althcugh a system nas eveived. Plang fgr the Proiects-by-
Campaign are :initiazed az the local level in reszcnse =C srcblems exge-
rienced by srmall farmers in the regicn. The scecific zrocect plans are
developed bty CARs rassed %2 MAG and USAIZ for agrroval and then returned
to the CARs for :mzlementat:icn.

The MAG CARs witich are respens:ible for protect design
and implementat:cn are ass.sted -y kcrh administrative and technical
staff, some cf whcm are Extens:icn Servize zZerscnael. In mcst cases,
demonstraticn grosects are ccnducted ty farrers in their cwn flelids, al-
though farmers' land :3 rented fcor £ruit wree nurseries. The farmerss
who own these lands, owever, are :nvoived in the nursery Sgeraticns

o34 cleticn, these £
<&

and it is anticigated that fcollcw:ing
will ccntinue operat:ng the nurserie
farmers.

r‘r
)
0
" -
(7]

»e
3
[1e]

While eicat Projects- zy-Caczaicm have czegun, i.rle-
mentation has been slow. [luch of the delay has been cue o the GICR's
cunbersome financial managerent system and the zarticular croblems of
disbursing funds %o the CARs. These crchblerms relate cSrinmarily to the
need for grior budget zublicaticn in 1A Gaceta, o fecr Tricr tudgeting
by sore CARs, and %o generally sicw reimcursement from MAS central of-
fices %o the reg:icrnal headguarters. There nave also zeen Zeiays in
Proiect-py-Camraign ac:;v;:;cs tecause cf scme techiical crotlems in the
origirnal sub-project designs. Trese problems Zdelaved azproval by MAG
and USAID. (lore scecific informaticn on the eignht existing P2rojects-by-
Campaign follcws in Seczicn II.2 of this Rezort.)

The original Lcan Agreerment envisaged “survey, analysis,
and evaluation inputs "as an imgortant cart cf the MAG's capacity to
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3. The relationship between fixed and variable c¢osts in
the IMAG budcet ha3 :improved frcm an 8C:20 ratio in
1974 to 7C:30 at the end of the drotec:

Because of cecnfusion concerming what was sriganall
meant by "fixed" and “operazing” costs and tecause o extremely var:iable
total budgets for the Ministry of Agriculture (primarily due tc varying
capital transfers -- 213.8 million in 975, 233.7 miilicn in 3976, and
a planned ¢1.5 mill:cn in 1977), it is dirfficult to assess grogress to-

ard the stazed cbiective of a 70:2C zudgez ratio. However, looxing
only at persona. services c9s%s, the MAG's sCsiticn .5 aZcut tle same as
other Central Gevernment ministries =-- sersonal service ¢osts Ior th
MAG increased by 114 percent and for the entire Central Ccvernment DY
116 percent tetween 1972 and 19738, (It shculd te noted that =muc

this increase was due %3 nigher wages, ngt :ncreased nurkers c¢i zeo

AID funds 2re feing used for cterating as ccrosed Tt
fixed costs. Therefore, Lcan 135 is hel * AG reduce the zrotor-
-

tion of personnel or f:xed ¢
taken place and ccntinued USA
this issue.

changes have et
Se devcted o

Q. Procedures and controls for creventative nalntenance
of vehicles have been established and an effective sys-
ten exists for :dentifving needs and planning replace-

sgcCr = has been estabiished in San
Jos&. A contract emplcyee nas teen nired to develcpe caren & s

ventory system con ctarts. <There have, hcwever, teen zrcblens
¥ v 7 n

and retaining ctner gualified gerscnrmel. A sizeable inven: sf pares

for USAID crocured wehiczles nas already teen created, and e Inter-

nationa. arvester Zealer :n Costa Pica has alsc imgerted A largje guantity
o re avarlable for zurchase v :AG as needed. 3:3ds have

of parts which a
recenzly teen :s
irately $80,2C0 cf shco tcols and eq';p:cn:. Jgon
by Lliz zain vehicles w:
et teen achieved, consider-



S. Qualitative improvements in MAG Planning Office caga-
bilities have take slace, :ncluding (a) zhe establish-
nent of a marketing :inforwation system, (b) the estab-
lishmenz cf a sectcral analvs:s and clanning cagabil:ity,
and (c) the :intrcducticn 0f a manisgtry-wide svstenm of

"

oroject eva.luaticn.

At Dresent there 1s no markeZing infcrration service
within the MAG, ncr is there likely tc be cne by the ccmpleticn of thig
project. The Statistical 3ureau does not ye* have erther gerscnnel or
budget to ccnduct such a service. The conly 2nit with:in MAG wCrXing on
markecing ctreklems 1s the marxez:ng unit within CFSA (CfZ-ce of Sectcral
Planning}) which serves as the secrezar:iat fcr wne CAN 2n marxet:ing golicy
issues. Because oI .ts5 other respens:iziliities, CPSA 15 unable o ger-
form day to day :wrzlerentat:icn duties of gather:ing, ccompiling, anmalyzing,
and zubl:ishing data cn prices and availakb:il:ity of grcocduce. The CPSA
marketing unit s 3cing a series of marketing studies and glanning new

. buT 1t 1s not acle o provile Zalily data for a true

The MAG's sectoral Ara‘ys*s and planning cagability has

been substant:iaily :mproved during the gast two years. This was due o)
Executive Cecreec N°5147-A-2 of Aagns: 26, '9 S which created the Agr
cultural Sector ?Planning Svszen (SIPSA). This systenm ccnsists of ¢h

CAN, OPSA, and CZCTEPSA (The Technical Cormittee for Agiicultural Sector
Planning).

The CAM is cha:ired by the Minister cf Agriculture with

Ministers of the Maticrai Planning Cffice, M.nistry of Eccncmy, lMinistry
£ the Presidency, and Zxecutive Presidents cf the MNational Prcduct:ion
Council, Centrai 3ank, and Land Cclonizazion Institute. This Comnittee

meets cnce a month =o discuss acricultural zclicy and o acgrcve gregrams
of an agr:icultural nazure wnizh might invcive cther secicr instituticsns

in add:%ion =5 thosec 0fF MAG.

The CPSA .s the main planning bcdy of the MAG. It has
approxinazely 40 tezhnic:ians who ccnduct special studies and reviews of
all sectcr zfrcgrams o ensure confsrmizy to the lMaticnal Agricultural
Plan which it srerares for apprcval by the CAN.

~

The COTIPSA is compcsed of th chcu*ive Direczor of
OPSA, an OFIPLAM rezresentat:ve, and tnhe neads c¢f the "La“uiug offices
of each agriculzural sectdor institution. Its role is to okttain fund:ing
for ioplementazion of programs approved by the CAN. It also -onitors
and evezluates the prograrms which are implemented by each agency.

-
-
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In brief, OPSA procoses, CAN agoroves, and CCTEPSA
disposes. This past year's cotton crop is an exanple of how the systen
ideally works. One year ago, CPSA decided that cotton would be a good
crop in Guanacaste. They develcped a prcgram and resented it to th
CAN, which approved it. CCTZPSA then me% and assigned respcnsibility
for various aspects cf the grogram (credit, seeds, TA, marketing). <The
cotton was planted on mcre than 3,00C hectares.

With regard tc the intreduction of a ministry-wide
evaluation systen, a formal system dces not yet exist. Monthly reetings
of CAR dire~n%ors are held %o review zroiject <etails, plans, progress,
and problems. A recorting system has bSeen develcred which includes a
written record cf crcoect cerformance in each CAR area. These systenms
will form the tasis of a larger evaluat:on elfecet.

6. MAG training unit ex.sts which 13 a) carrying out
sud-.areer manacerment orograms for MAG cersonnel (esce-
cially frield extensicn cerscenne. .n groduction tech-
nigues and cn-farm assistance methods) and (5) provad-
ing suzgart ¢ the CAR zslient Training svsten.

MAG has created w0 specific training units within the
Division of Rural Cevelcgrent under Ing. Giiterto Clamzes. Cre unit has
conducted training of cerscnnel in extensien zethedelogy, trosect Ze-
veloprment and prcogran tlanning., This training 5 medium term and on-
the-icb in nature. The sther training un:it nas cenducted a ser.es of
short-term training acz:ivities ¢f MAG ferscrnelil, exIansion agents, hcme-
econcric agents, farmers, farmer wcrmen and 4-S Club merkers in preduction

c td

technolcqgy, farm a e lowing., Yo AID funds from this
proiect nave vet teen used Icr this acTivity.

Throughout all divis:icons of !UAG, scholarshligs age
£fered to and accepted oy MAS technicians for long and short term train-
ing in various academic f:elds. 3ecause cf cpgertunities orovided by
other donors, AID loan resources nave not been used for this tyre of
training. Also, the losta Rca University svstem is able to provide for
long-tern academic training of many agricuitural technicians.

7. CAM's rcle in the sector strencthened through (a) a
DOre active role 1N sector nc.icy fcrmulation and
coordinat.cn of nat:iona. and recicna. .evels: (T) a ore
active role o7 tne CAlicitcs: and {c) the particigation
of CAN in markezing zTc.icy formulation  and execution.

As stated akove (II.C.3), the CAN system has teen
strengthened through SIPSH legislation. CAN is now serving as the true
coordination and policy unit for the Agriculture Sector.

il
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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-funczional.

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

ceccccccecmmmmm— e

The purpose of the INFCCOOP compcnent of Loan 025 is "to
strengthen the capacity cf ¢ coperative moverent to rescend %o the
needs of its members, particu ly those of small farmers." Specific
end of project indicators wc te {1) an increase %5 $5.3 million of
credit going to cooperazives made ug

inmproved financiai wiac:ilizy o <
eratives; and (3) increased wc
eratives.

ncizally of szmall farmers; (2)

1. Credit going Zo ccoperatives ma
small farmers :increased %o $5.3

INFOCCCP? has 55.3 mill
55in

n avaiiable for agriculrzural
producticn, marketing and crocessing T th
v

Lt the drawdown of funds

ent of the $2.7 mallion AIC
¢ credit had heen dis-

disbursement should

has been slow. As of June '977 onl
funds for prcducticrn, markez:ing, and
bursed. New sut-lcans have zeen iden
increase significantly in the near fu

Cccperative merkershiz in 59 agricule
approxirately 3,5C0 sersons, of wnom 8C percent are s
These zecclie are the ralor teneficiaries of cocp activi
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2. The financial viability of ccoceratives and federaticn
of coogeratives 1s imoroved.

.
-~

In general, merber agricultural coocteratives are im-
proving their financial viability throuch INFCCOOP loans for acguisition
of new processing plants, new ecuirment for processing agricultural pro-
ducts, narketing facilities, and increased capizal %o cover cgerating
costs. With their cwn financial resources and technical, financial and
adninistrative assistance from INFCCOOP, these ccogeratives are beccoming
more viable and business-like crganizat:ions.



The Milk Cooperative in San Isidro de Coronado is an
outstanding exarple of improved coop viability. Four years ago this
cooperative was iust getting started. Yow it {3 a financially strong
cooperative producing a wide variety of milk produtts, andé buying inguts
for sale to its coop merters. It has expanded its process.ng facilities
and retail sales outlets, and is building a new retza:il stcre cn recently
purchased land. It :1s expanding its activit‘es through several INFCCOCP
loans, one of which is financing the importation of 285 improved heifers
for sale to coop merkers in crder %o imcrove h rd guality.

3. Increased volume of business conducted v member ccop-
eratives -- .ncluding increased sale of inputs %o co0p
members and i1ncreased vclume of grcducts marketed bv
COODS.

Ccoperatives which have received loans have increased
their sales of inouts to ccop memkers sxgn:ficancly, croviding a wice
range of procucts (such as frrt:ilizers sols, vacines, animal feeds,

,
seeds, sprayers, wor¥ clothes, eguigment and a variety of censumer goods).
Cooperatives receiving markezing and grecessing loans have tuilt new
orocessing plants, surchased new eguictment, imcrcved the guality of
products, and increased sales of their crcduces.

D. Qustout-level

Looking at prcgress toward individu al outout targets for the
Agricultural Services Ccrponent of lLoan C25:

~

1. 18 Pro‘ects-ty-Camcaicgn in ogeration bv the end of 1977,

i

TWO tree nursery Prolects~by-Campaign were initiated in
1976 in Puriscal and Zsparza. Zight additicnal Prosects were develooed by
the CARs, approved by MAG and USAID, and stzarted in 1977. These eight
Projects are as follcws:

(1) Carzago, (Meseta Central Criental), $46,377
"Produczion of improved czcta%to seed.”

(2) Esparza (Pac{fico Central), $26,444 "Develoo the
production cf =ropical fruits and selected tree
plants as a small farwer activizy.”

(3) Grecia (M.C. Cccidental), $25,309 “Improve/in-
crease dairy cattle preduction.”

(4) Limdn (Zona Atlintica), 533,597 "Increase corn
yield."



(S) Liberia (Pacffico Seco), $43,051 "Increase corn
yield."”

(6) Pérez Zeleddn (Pac{fico Sur), $40,319 "Increase
corn and bean yields."

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

(8) San Carlos {Zona YNorte), $39,101 "Increase area
of yuca prcduction.”

Eight addizicral Prorects are planned to begin before
the end of 1977, Plans for these prctects have been reviewed by the
MAG and informally received by USAID. TFer the loan AGreement, orogran
budgeting is being used for all Prosecis-pby-Camcaign.

2. In-decth aralysis of all MAG orograms in conjunction
with the Tec:nnical Counc:l.

This is being dcne as par%t of the SIPSA by COTEPSA
which coordinates funding and irplementation of all sector srograms.

CFIPLAN has been impressed with the sophistication of
the pre-project analysis dcre “cv MAG orograms. Again, auch of this is
due to the new Ag Sectcr Planni:ng System (SIPSA), %0 CPSA and zo the
local level planning capab:lit:es of the CARs.

3. Recorting swstem to mORLIOr TrO-ect Trcgres
keep all MAG cfficials informed of act:ivit

A new regorting systenm 1s extected T3 fegin in August

of 1977. These rerzorzs wi.. te prepared oy ZARs and sucmitted to MAG
% oregp Y
central headqguar<ters (T:wvisicn of Rural Cevelczment). T

will contain infcrmation cn Projects-zy-Camrzaign, administrative orob-
lems, product:ion, crcocps, weather, incidence 0f Crop pests, status of
overall program implementation, <training, field days, conferences and a

host of other activities scecific for each CAR.

4. sStat.sticilans
sectoral daza deve

The entire staff of CPSA is participating in the com-
pilation and utilizaticn of agriculzural data. 7TWO MAG technicians also
serve on the national cormittee for the RCCAP sponsored PIADIC Project
which i3 gathering a broad range of sectoral data.

[/
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S. Annual sample survevs in each region for selected
agricultural sroducts.

With MAG and OPSA carticipation, the GOCR 3Bureau of
Census, with assiszance :frcm the USCA, has Jdevelcced an Area Frare
Sample and questionnaire for the Pacfifico Secc area. This activity will
continue for approximately one additicrnal year. By that time, Trame
Sacples and guestionnaires will nave teen deveioced for all regions of
the country. OPSA also has dere a serics cf sgecial studéies and gathered
data on sorme selected agricultural orcduce v levels em-
ployed. Annual surveys are exgeczed %z & cm this date.

LIRS

6. Croo forecasting crogram devel
zle

cced for ise as a source
of reculiar, Zecendak <

Once all Sample Frames Areas and related guestionnaires
are put into operaticn by the Burcau of Census and MAG (asproxis a'ely one
year), the GOCR will nhave %he becinnings of an effective nation-wide
crop forecasting prcgram. l!ost informaticn will gertain %o crcp yields
and areas :n certain crops, but this will be used to estimate annual
producticn.

7. Transcortaticn Unit established in the Administrative
Division cf MAG.

The recent establishren: of a new Transcorzation Unict
and an irproved management system for rarts and control of ga;ol;ne and
oll have resolved many of =he transzortation prchlems of MAG gersonnel.
Major repairs are done in San José in the !'AG Transgorzation Unit, and
ainor regairs 'os~i“g lass than 21,500 are dcne in the field. In most
cases, parts are macde availaple to CAR Directcrs for such repairs.

b

.}
®

be ]

8. MAG Train:ng Unit in cceraticon.

MAG has created two sgecific training units within the
Ministry. One conducts training of gersonnel in extension methodolcgy,
project and program planning. The other uni%® trains MAG personnel, ex-
tension agents, farmers and 4-S club mermkers in crop production and live-
stock production technoiocy. o Loan 025 funds have been used to date.

9. Regional zlans at CANcito level.

The idea of regicnal CANcito plans, as originally con-
ceptualized in Loan 022 of FY70, has proved to be impractical. At best,
CANcitos have helped to focus GOCR efforts cn local level developrent
problems. At worst, they have done nothing. They have been unable to
perfora a planning role for several reasons: (a) CANcizo regresentat:.ves



from various GOCR agencies unable to make cormmitments for their organi-
zations; (b) high turnover of represent.tives %o the CANcitos; and (c)
non-assignment of GOCR personnel (other than !AG) %o field offices in
cantons.

The MAG Regional Agricultural Centers (CARs), staffed
by directors and technicians, have instead teen created to duvelop re-
gional agricultural plans. These regicral rlans are dcne annually by
the CARs and put tcgether to form the naticral !'AG crograno.

10. Annual agencv werk zlans develcted 1o coordination

Wwith plans 9f ctner sACtIr Lnstituilcons.

The SIPSA law and CAN-CPSA-CCTEI?2SA mechanism have con-
siderably improved overall sectcr ccerdinazicn., wWhiie each entity, in-
cluding MAG, develcps 1%s cwn annual work plan ccrresucnding to its an-
nual budgez, t=e SIPSA svystem nrovides for roview oI each agency's plan
against the Naz:isnal levelccment Prcgram and the ziansg cf gcther agencies.
tthile mean:ngfuvl cocrdinazion of agencies withain Loan 225 has neo taken
place, there are axamgles of gccd zccrdinaticn and ccocereratisn tetween
Sector agenci.es: e.g. the 3asic Srains Procran and the Soviean Projecet.
The strength and rescect cf the gresent Minister <f Agriculture, Tr.
Rodolfo Zuirds, as the Directcr cf CAN, nas ccnwrisuted significantly O
sectoral cccrdirnation and cecperaticn.

11. tational Markez:inc Commissicn S (a) preczare a national
agricu.tural narxeting strategy and investment Sro-
granm and (b) clan arnd cconstruct a whciesale market near

san Joseé.

The func ns cf£ the Mat:ioral !Market:ng Ccmmissicen

(formerly PIMA) nave cfficially been transferred to the CAll which, with
OPSA serving as .Lts IZIxecut.ve Secretar:atz, will e reszons:izle for na-

tional marketing strategy and zreogram Zevelcesrment and implementacuicn.
OPSA is currently engaced .n A ser:es oFf narkening studles wnich will
assist in develccrment cf the long term marxet.ng strategy. IFAM, rather
than MAG, will be resconsible for constructichn and sugervisicn of the
Central ‘nclesale !arket in the cutskiz:s of San Ccsé. IFAM has already
drawn Up the init:al zlans, and firnancing nas zeen chta:ined frem CABEXD
for the firs=z stace of develcrnment and censtructicn ¢f the market on <
hectares of .and near the Panamer:can Highway east cf San Jcsé. Ground
breaking for the market :s planned for the fall of 1377,

S, P
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Looking at prcgress toward individual output targets for the
INFOCOOP Component of Loan C25:

1. Disbursement of $1,500,000, in orocduction credit to
cooperatives,

INFOCCOP reporting shcwe that no AID funds have been
disbursed for produczicn credit, although I NFCCCOP has rmade loans for
the purchase of fertilizer and other inputs. UCSAID has recormended to
INFOCOOP that it mix =he loan's orcduction credit with narketing/sroces-
sing and working capizal credit in order %o s:implify accounting and dis-
bursement procedures.

2. Disbursement o€ §3,2C0,CCC to cccperat:ves £or market-
in and Drccessing activitlies.

S

J
(€5,991,635) have czeen ©r
Eight add:tionai .lcans 5§
aporoved, tut nct yet f£o
PCI contract team, IITCC 5 oS
project lcans %o%all:ing scme $2 mil
in Annex I.)

"
w develop:ing an additicnal 23 subk-
- {7 ocroved groiects are listed

Because of the slicwness of :dentifying sub-prolrect:s,
only $341,550 of Loan 025's rarketing/prccessing credit had actualiy been
disbursed by June '977.

While concerned about the slowness of disbursement, we
feel zhat the technical assistance ncw zeing provided %o INFCCOCP by 2CI
has largely corrected ILTOCCOP's inab:ility %o generate sub-sre’ects and
get money flowing.

3. Wdorking cacital cf 5800,00C crovided =0 ccocerat:ves.
INFOCCLY regorting dces not identify AID Iunds being
used for this pur“ se ﬂeve--ue ess, if whe crcocducticn, markezing/pro-
cessing, and wcrking 'ap components are mixed, it is extected that
DFOCOOP will fiuance th ;u:chase of fers:lizer. Items such as mors-
gage payments, salaries of managers, zavments cf cid debts, wuncollec-
tible accounzs, real property, etc. should nct te eligible for lcan

financing.


http:identifyi.ng

q. Systen of monthlv reports established to evaluate the
progress of I'FOCOCP members.

A formal recorting systeam has not yet been established.
PCI contract personrel will, hcwever, help 0 develop a system which de-
ternines the status of on-going INFCCOCP project activities on a regular
basis. A rough ad hcc information system dces exist, but it depen upon
INFOCOOP staff gathering informatior on their periodic visits to Coops
which have received loans.

<. Svstem estatlished tc heln ccoceratives and federaticns
develcp crotects and lcan Troocsacs.

INFOCCZCP zrov:udes a trzadé range cf jervices 0 Soeps
in project develogment, including technical adwvice, reviewing details of
projects, assisting in econcn:ic analysis of srojects, and analyzing wh
financial stat s of coegs. It orepares protects for review Ly the
INFOCOOP 3car of Directors and reccmmends apgroval when warranted.

project progcsals, many with I 4 <
ready received preliminary endorsement cf wviasility and arcreved for
irmediate implementacticn.

It sheuld te ncted tnat INFCCICP s scmewhat conser-
vative in approving crojects. It dces not wish cocgeratives o incur
high risks and cons:ders the adeguacy of cCcperatives O manage trojects

: € 3

(both financial and administrative management) = be a ey issue 1o the
coop loan approval zrocess.

6. System 5> srovide assistance O ccoceratives in nanage-
menz, clann:ing, Sudcet, accounting, contract cdevelop-
ment, lcan analvsi5, gernera.l administrazion, iaventory

INFOCCCP has beern prcviding only limited technical as-
sistance %o weck coozeratives althcugh LTS services are now increasing.
Its 1976 Annual Repor:z shcws that technical assistance was crovided to
131 different ccoreratives c£ a.l xinds. LIZcan 325 includes $2€0,C00 for

INFOCOOP %o assist weaker agricultural cocperatives. A plan 1s now te-
ing drawn up to use these funds.


http:approv.ng
http:reporti.ng

7. Systen %o provide assistance to cooceratives in mar-
keting their cgrecducts, :ncluding grades and standard
ore-processing and transgort.

while IMTFCCCOP dces ¢
marketing, processing, grades and stand
implementation func%icns that the ccoge
sume. Yhen tochnical ass:istance is needed,

variety of sources, such as external donors, the University of Costa
Rica, MAG, and private sector :individuals and comganies. The need for
TA is therefcre teing met throcugh INFOCICP and cther scurces of exper-
tise.

echnical Assistance in
s <

1

s themselves largely as-
t is available frcm a
.

E. Unplanned Zffects

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

IIX. RECCMMENTEZ CHANGIS I CESIGH CR PRCJSECT EXICUTICN

ramework will Te revised to reflect the naw
ough the CAN 1s a cccrdinating body

T Az zhe three irglementing agencies
202, and ITAM) have inderencdent obiectives
can ccordinated under the rubrxc of "the

1. The lLcgical
role of the CAM and

for the sector, we

for this zroject |
and tliat nct all acsTivi
small farmer.’

2. In order %0 simgliify INFCCCCP's accounting prccedures, the
three credi: ccmgenents (sroducticn, narkesting/srocessing, and working
capital) will be merged. AIZ will, hewever, irovide INFCCICP a repre-
sentative list ¢f costs zhaz weuld not te financeale as wWOrking capital.

3. In order to assure a more rapid trcrect executicn in the
next Costa Rican fiscal year (CY78), the !iss:cn will work closely with
the Ministry of Agriculture, INFCCOCP, and IFAM as they prepare their
new budgets. The AID-funded activities should be included in the GOCR's
ordinary 3udget.

Iv. LEASCNS LEARNED

1. ican agreements should be structured to allow for institu
tional technical assistance prior to compliance with Condit:ons Prece-
dent relating %o capital or credit zransfers. We feel that the slow
identification of sub-loans and consegquent slow disburserent of tre



INFOCOOP porzion of Loan 025 is due in great part %0 the delay in ob-
taining TA for INFOCOOP -- a delay caused by difficulties in meeting
Conditions ?Precedent.

2. The existing GCCR financ:ial managerent system does not func-
tion effectively for programs {such as "Pro)eczs-by-Campa:ng"”) which are
characterized by many small-scale decentralized cperations. The systenm
is established and required by law. I was designed %o provide maximunm
control and thus prevent misuse of funds. It is not an ctstable to large
capital grojects with lcng lead times. Hcwever, a system ~ith greater
flexxb:l:ty and more rap:d respense zagar:ility .S necessary for the type
of projects AIZ usually finances, :.e., n assis3Tance and serv-
ices =0 small farmers when a

nanc:ail rmaragement system canhot o the flow cf new T.ans seing
cranked cut Ty <he t.anners, much .ess n furdarentals as z.anting
seas s and weather zonditicocns. 3AID sk 3 aralvze the aztiness ci the
f£inancial svystem pricr tc The lcan, and nct ace, shculd 2xglcre other
financial Techanisms with o the GSCR. A cedent exists n °CIS, an ag-
cendage cf the Ministry of Health, zrea zv decroe o zermit rapg:d
disbursemensz =f funds for special regu: The le3al raticnale for

CCIS :1s that =he Ministry of Healwh fre

: 5 guently must Zeal with emercency
situaticns, and therefcre reguires a more flaxisle finansial systen than
that provided zy the Zaw cf Financial Adminustrasicn. ‘e will consult
with the GCCE <o see Lf an analcg wo ICIS could ze created Sor cersain
Kinds c¢f zrograms :in the agriculteral sector. It .15 unlikely thaz This
can occur tefcre the '273 olacticns, howewver, recause tne Government
wotld nct wish %O invite Crifigisn %hat LT LS Seexing o Sircumvent it
financ:ial management law, whicth Ccsta Ruicans cons:ider Zrotecticn aGainst
waste and ccrrupticn.

J. In Sregaring Loan 228, zhe Missicn cerceived [or ferhaps as-
sumed) that the three Lmplementing agencies nad a confluence of interests
: rot sufficiently ¢ e or
o)

o)
Ty tO explo
ve ‘were =

generate this csnIiluence prior . ick
created by the need

and cbject:ves. icwever, we d.d n
. r
L)

to see "linkages,'
to have a single lcan package.
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LIST OF INFOCOOP LOANS -- AID AND CCUNTERPART FUNDS

APPROVED AND FORMALIZED WITH LOAN 025 AND CCUNTERPART FUNDS

COOPETIERRABLANCA R.L.
COOPEFRUTA R.L.
COOPEPRCGRESO R.L.
CCOPEPRCGRESO R.L.
COOPESUR R.L. (025 and counterpart)
CCOPECCRCMALO R.L.
COOPELECHE R.L.

COOPECOT R.L.

COOPECOT R.L.
COOPETIERRA- BLANCA R.L.*
COOPESARDINAL R.L.
COOPESARDINAL R.L.

COOPEPARA R.L.

. Production credit
e 28.54 equals $1 dollar

g 500,000.
350,000.
87,000.
200,000.
858,000.

750,000.

910,000

300,000

576,635,

1,000,000
24,000
50,000

386,000

00

00

00

00

00

00

.CO

.00

00

.00

.00

.00

.00

#5,991,635.00**

s /,.‘
!
g

/



COOPESUR R.L.

COOPEFRUTA R.L.

COOPEL®CHE R.L.

COOPELECHE R.L.

COOPEJORCO R.L.

APPROVED UNFORMALIZED

LOAN 025 AND CCUNTERPART

COOPECORCMNALO R.L.

URCOPAPA R.L.

COOPEJORCO R.L.

PROJECT:
Cooperative:

PROJECT:
Cooperative:

PROJECT:
Cooperative:

PROJECT:
Cooperative:

PROJECT :
Cooperative:

PROJECTS WHICH QUALIFY FOR 025 FUNDING

Industrializacidn del achiote
Coopefrutas R.L.

Comercializacidn de yuca fresca congelada
Urcozdn R.L.

Comercializacién de frutas
Coopeairulpa R.L.

Adquisicidn de ganado importado
Coopecoronado R.L.

Anpliacidn de planta
Coopecoronado R.L.

Page 2 of 3

g 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

g2,622,500.00

~-

—



PROJECT:
Cooperzative:

PROJECT:
Cooperative:

PROJECT:
Cooperative:

PROJECT:
Cocperative:

PPOSECT:
Cooperative:

PROJECT:
Cooperative:

PROJECT:
Cooperative:
PROJECT:
Cooperative:
PROJZCT:
Cooperative:

PROJECT:
Cooperative:

PROJECT:
Cooperative:

Page 3 of 3

Centro de aconio de leche en Nicoya
Coopepeanin R.L.

Mercado de la papa
Crcopapa R.L.

Industrializacién del coco (en etapas)

A organizar

Comercializacidn de hortalizas y verduras

(Cona llorte

Cartago)

Urcopapa R.L.

Apicultura (cccercializacién cde niel y cera)
Coocrerativas Peninsula de Nicoya)

Comercializacidr. de conejos (carne y pieles)

Coopehumo -

Coopeutapa

Aprovechariento de recursos forestales Zona Atléntica y

cona Sur
A organizar

Aprovechaniento de la cebolla
A forrarse (existe una asociacién de productores de ce-

bolla)

Aprovechaniento de repollo

Coopagrirar

Fabricacidn
Coopetabaco

Mercadeo de
A organizar

QL.

de d>uros
R.L.

flores

))
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AGENCY FOR INTERNATIONAL DEVELOPMENT

UNITED STATES AL.D. MISSION TO COSTA RICA
US.ALD.

UNITED STATES RuBASSY
SAN JOSZ. COSTA RKA

April 29, 1977

MEMORANDUM
TO: Ms. Bernice Goldstein

LA/DP - AID/W N

[
/,'// /Q
e

FROM: Carol A. Peasley 77

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 ecvaluation was conducted jointly by IFAM and
AID, with the final review meeting 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 appraeciate 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
ARO:JJSconce

CAP:mce
Enclosure: a/s

HECORD COP)



AID LOAN 515-T-025

EVALUATION OF IFAM COMPONENT

LOAN INFORMATION

Borrower: Government of Costa Rica
Executing Agency: Municipal Development Institute
Date of Authorization: June 6, 1974

Date of lLoan Agreement: November 29, 1974

Authorized Amount: $3,400,000
1. Credit: $3,000,000
2. Technical Assistance:$ 175,000
3. Training: $ 225,000

First Disbursement: March 9, 1976

Total Disbursed (as of March 31, 1977): § 852,000

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

Percent of lLoan Disbursed: 258

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
farmers. The entire program consists of three components: Agricultural
Services Project ($1,300,000); a Cooperat:ive Development Project
($3,200,000); and a Rural Municipal Developrent Project ($3,400,000).

The loan was conceived as a drrect follew-on to the carlier Agri-
cultural Develojpment (022) and tunicipal Development (023) loans and was
designed to address specifically selieccted aspects of the sector which
contribute most direcctly to servicing the small farmer. As such, it was
designed to "...concentrate on :IRproving the i1nstitutional capability of
key orgarizations in the celected areas of agricultural services, coop-
erative development, rural infrastructure, rarketing and coordination
within the agricultural sector.” (Annex I of Loan hgrecment, p. 1).

Through f:nancial assistance for initial capitalization and tech-
nical assistance (Loan 023 beginning 1in 1970), AID assisted the Govern-
ment of Costa Rica in the establishment of the Instituto de Fomento y A-
sesorfa Municipa. (IFAM). By the corpletion of Loan 023 IFA# had had a
substantial :mpact on municipalaties, both in financing infrastructure
projects and in strengthening the management capabilities of local gov-
ernment. However, much of this impact was lirited to urban or relatively
accessible runicipalities -- hence Loan 025's emphasis on sixty-five
rural agricultural cantons.

II1. LOAN DESCRIPTION

The purposc of the IFAM component of lLoan 025 is to strengthen and
expand IFAM's capacity to help local governments provided services and
physical infrastructure to the rural population. Along with the other
two components of the loan, the long-term goal will be increased incomes
and improved standards of living for small farmers.

IFAM will assist the municipalities with project identification,
preparation, presentation, financing, implementation, and maintenance,
as well as with general administration and planning. By the end of this
project, 1FAM should be sufficiently strong to carry on these activities
without external financial or techrical assistance.

Iv. EVALUATION FINDINGS AND RECOMMENDATIONS

This evaluation was carried out asa joint USAID-IFAM effort during
the first quarter of 1977. A number of staff meetings were held and field



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

This report is based on three levels of project evaluation: (1)
Progress toward Specific Outputs planncd in the Loan Agreement and arti-
culated by IFAM as part of its original Evaluation Plan: (2) Progress to-
ward achieverent of the Project 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 Commission to review land tax rates and assess-
ment policies (Loan Agreement)

Findings:

In early 1975, a special Land Tax Study Commission 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
computarization in the Section of Property Fegistration within the Office
of Direct Taxation.

In October 1976, the Corrmission delivered a report of
its findings and recommendationc for a contract to design a computarized
system of property registration. The estimated cost 1s £2.7 million
($316,000), of which IFAM would finance 68.3%, a sum which is already
included in IFAM's 1977 budget. The rerainder will need to be financed
by the Ministry of Finance, although 1t appecars 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 thercafter.

The Commission 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 Cormission did not study the feasibil-
ity of shifting administration of the tax to IFAM. Once the earlier
recommendations are fulfilled, the Corwmnission will consider this broader
question.



The Mission considers this output, as specified in the
Loan Agreement, to have been successfully accomplished. We do, however,
hope that more serious consideration will be given to using land taxstion
as a means of increasing the incomc resources of IFAM and the individual

municipalities.

2. Priority development projects in rural municipalities --
feeder roads, water supply systems, electrification,
and agriculturc-related projects (Loan Agrecment)

The IFAM Evaluation Plan outlined targets as:

(a)

485.1 km. of fceder roads through 31 projects in-
volving the participation of 18 municipalities and
benefitting residents in 64 rural cormunities;

(b) Rural aqueducts involving 14 municipalities and
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;

(d) Bridges, road maintenance, and slaughterhouse.

Pindings:

(a) The rural feeder roads program was eliminated

from the loan in late 1976 for the following reasons:

(1)

(11)

(i)

The feasibility studies showed that the cost of
the roads would be very high, e.g., 70 kms. at a
cost of $3.3 million.

The high cost of thec program and the lack of suf-
ficient funds, mecant that IFAM could not finance
the entire program. Rather than face the politic-
al difficulties of financing roads in some areas
and not others, IFAM decided to postpone the
program until sufficient funds werec available.

The high cost of the program, the relatively short
life span cf the ioads (20 years maximum, and

the cost of capital (8\ minimum per annum) would
make repayments by the punicipalities to IFAM ex-
tremely difficult. The only way to repay the

X



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 xoads
from the AID loan, the Central Government agreed to provide counterpart
for each of the planned roads. This counterpart represents 33% of the
project's total cost, thereby recducing the cost to the municipaiities and
making the construction of the feeder roads fcas:ble. The Inter-American
Developrent Bank had now approved a loan with IFAM to finance the Feeder
Roads Program., IFAM is now revising the feas:bility studies in order to
make final sclection 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 usc and maintenance of ma-
chinery, IFAl approves all sub-loans for machinery sub-loans only after
considering the following points:

1}

-- Ranking of the road according to priority stated in
the carlier feasibility studies;

-- Length of the road, type of work to be done, and ap-
proximate cost per km.;

-- Infrastructurc 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.

QD
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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 Gencral's
Office has told IFAM that the "invitations for bids" should not contain
detailed specifications orn the type of machinery desired, but rather
should be very general in order to avoid any possibility of seering pre-
judicial. This makes it d:fficult to evalvate offers, espesially in
light of AID's reguirerment that the lowest bidder should be awarded the
contract. In many cases, the lowest bid represents inferior rachinery.
However, without detailed spccifications, the purchaser has no objective
grounds upon which to reject this lowest cost machinery.

Rccomrqggptxon:

IFAM 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
£13.9 million ($1.6 million) to finance construction of water aqueducts
which will provide potable water to approximately 18,300 persons. 1In
this program, several projects were selected which had been included in
an agrcement between IFAM and the National Institute of Water & Sewage
(A&A) to provide potable water to 14 towns. Unfortunately, IFAM did not
receive AID approval beforc entering into this agreement with AGA. There
are now a nurber of conflicts between this agreement and various clauses
and requirements in Loarn 025 -- e.q., regarding procedurcs to be followed
in issuing "invitations for bids™ for consiruct:oHn; the system of dis--
bursement of sub-loans; the transfer of the agqueducts tc ASA; and the
transfer of assets and debts to IFAM. The Mission has told IFAM what its
minimus requiremente are for sub-loans, and IFAM has begur to discuss the
issue with AR&A. If they are unable to arrive at eagreement acceptable to
AID, thas type of activity 1in which ASA participaotes will have to be
eliminated from the :ist of prozects elig:ble for AID financing. This
would, in turn, )Jecojard:zc the possabilitices of fully disoursing the loan
prior to the Terminal Disbhursment Date since agueducts represent appro-
ximately 50¢ of the approved budget allocataions. It should be noted,
however, that AID ha. no objection to financing aqueducts which are owned
and operated by the runicijalities thenmselves. For those municipalities
which are unable to operate water systems, we feel that even if IFAM does




not come to an agreement with ASA, some municipalities would proceed with
construction of aqueducts, using both technical assistance and financial

support from AEA.

Recommendations:

(1) IFAM should promptly enter into an agreement with
AGA.

(2) 1f A&A decides not to continue with construction
of the aqueducts financed by IFAM, IFAM should
enter directly into negotiations with the nunic-
ipalities to carry on the projects even if this
means that IFAM has to grant sorter terms.

(c) IFAM has approved 4 sub-loans for a total of
£683,200 ($80,000) to finance rural clectrafication. These projects will
provide electricity to 1,300 users serving a population of nearly 6,000
people. In selecting these projects, IFAM took into account agreements
between the municipalities and the Costa Rican Electricity Corporation
(ICE). 1In these cases, the assets and debts passed to ICE to complete

the works.

Because theite rural electrafication projects are so
small and in 1solated rural arcas and no private firms are interested in
them, ICE will be responsible Jor both construction and administration.
ICE is also able to use materials which it has purchased in large quantity
for these mini-projects, thereby obtaining lower prices. However, as with
AGA, IFAM must ensure that the conditions of agreements betwcen IFAM, ICE,
and the municipalities are cons:stent with the requirements of Loan 025.

Recormendations:

(1) IFA¥ should enter promptly into an agreement with
ICE concerning construction of rural electrifica-
tion projects and receive AID approval for this
agreement.

(2) AlD will study the possibility of approving the
procedures already used by ICE in the construction
of small rural electrification projects.



(4) The Rural Window of IFAM has also approved sub-

loans for the construction of bridges in the Santa Cruz Cantdén of Guana-
caste. One wooden bridge has alrcady been constructed at a cost of
$17,000. AID end IFAM arc currently reviewing plans for ten more bridges

at a cost of $1b65,000.

Sub-loans have also been authorized for the con-
struction or repair of a small number of kilometers of feeder roads in
Nandayure, Guanacastc and for the construction of a regional slaughter-

house in Turrialba.

ﬁgpom:cndq;:on:

IFAM should accelerate the approval and construc%ion of
regional slaughter houses and other projects originally contemplated as
part of IFAM's Rural Window.

3. Trasring programs for employees of IFAM, of municipal-
ities, anq_q(_pthc' Tinstitutions which have responsibil-

ity for local public works and services in a national
1nstxturxo" of hxgber education (lLoan Agreement).

Findxngs:

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 rescarch in municipal and local administration. Under this
contract, the University 1s offering six intensive courses for officials
from IFAM, other ministries and agencies in the Executive Branch, autono-
mous and semi-autonomous institutions, and municipalities identified by
IFAM. The courses are for a two-week period, with an average of 25 per-
sons per course. The program incluces two courses on problems of the
Metropolitan Arca 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 Resecarch Institute of the Economics Faculty, has commit-
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 lLocal Public Administration

-- The Sociological, Political, and Legal Operations of
the Municipal System in Costa Rica



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 .wublic Ad-
ministration in order to provide services to the Central Government, pub-
lic instjtutions, and municipalities.

Also, with funds from Loan 025, IFAM sponsored two semi-
nars in Urban and Regicnal Development at Texas ASM University attended
by a number of IFAM and government officials invelved in municipal de-
veloprent. Funds were also used to provide training at Costa Rica's Tech-
nological Irnstitute for construction foremer from various municipalities
and to finance six IFAM officials who receaved training at CIAPA. Nearly
$22,000 cormarxed for tralning rewans und:sbharsed. This will be used
for the training of pecople 1n IFAM's Accounting Dejartment -- for mecha-
nization of the IFAM account:ing system.

q. Strengthening of IFAM's Department of Research and Plan-
ning (loan Agrecment)

Findings:

At the time Loan 025 was being prepared, the Mission
and IFAM felt that it was very important for IFAll to base its work on de-
tailed informat:on froreach canton and municipality of the country, espe-
cially in the rural zonres. This would allow IFAM to focus its financing
on the priority nceds cf the municipalities. With this objective in
mind, IFAM's Departrent of Research and Planning contracted with Accidn
International Técnica (AITEC) for a 3C month-period (January 1974 to
June 1976) to conduct resecarch 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 ($990,000).

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,
electrification, water, street repairs, sewerage, etc.), as well as in-
formation on agricultural and industrial production, employment, migra-
tion, cducation, 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-
continued this type of cantonal level stuvdies.

Furthermore, it appears that the cantonal studies have
hardly been used by IFAM in identifying or selecting projects for fi-



nancing. IFAM has explained that the selection of projects should be
based on the desires of the municipalities themselves -- that IFAM should
respond to their requests. IFAM fecls that the studies were based prim-
arily on community interviews and did not adeguately consult with the
municipality leaders in determining priority needs. Thercfore, the AITEC
studies do not always reflect the political realities of municipal de-
velopment. According to IFAM, the studies are useful as general reference,
but not in determining credit policy nor in inventorying the priority re-
quirements of individual comrunities, as had been originally planned.

The studies however have reccived wide distribution in Costa Rica and
there is evidence that they have been used by other agencies such as

OFIPLAN and DINADECO.

The Planning Division of IFAM has been restructured with
additional personnel. In 1977, they will do an analysis of existing re-
sources, and the needs and programming of investments. This will be used
to integrate technical and financial aspects of projects.

Recommendations:

(1) IFAM should conduct the above study before the
end of 1977.

(2) IFAM should re-cvaluate the utility of the AITEC
cantonal studies. We fecel that they could be
useful in identifying priority projects in indi-
vidual municipalities and that they could help
IFAM play a more dynamic role in working with
municipalities to identify and plan worthy sub-
loans.

5. Development of a more efficient accounting system within
IFAM (Loan Agrecement)

Findings:

The originally planned $100,000 for this activity has
been increased to $155,000 in order to mechanize the Accounting Depart-
ment. In addition, $21,550 of technical assistance funds will be used to

train the necessary personnel.

Mechanization of the system will allow IFAM to maintain
greater control over its budget, income, expenditures, and sub-loans to
punicipalities. In order to achieve this objective, IFAM will require
technical assistance, especially concerning adaptation of a system toO
IFAN's needs and equipment requirements.

X/}
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1IFAM 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 computerizatjion of IFAM'S
accounting system. Ing. Zomer will present a report on mechanization al-
ternatives by the end of May 1977. IFAM would then select its preferred
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 accelcrate 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 Agrcement, the purpose of the IFAM
component of lLoan 025 is to strengthen and expand IFAM'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 sce 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:

(1) pivision 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.

———n



(11) 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 reguirements, and
other runicipal ratters. Through its training
depariment, this Division also arranges appropriate
trairing for municipa. officials.

(1ii) Division of Owerat:ons which respends 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 municapalities in all phases of sub-
project execution and monitors construction pro-
gress until completion of the sub-project.

With respect to the Rural wWindew Programs, this system
does not appear to be functioning well, rmanifest:d by the slow rate of sub-
project approvals and execution. An aggressive "out recach” promotion
strategy to municipalities, particularly the more isolated rural munic-
ipalities is lacking. It is also not clear how useful the broad planning
work and training activities arc to ident:ifying 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 divis:ion of project developnment work
among different IFAM Divis:ions, without sufficient control or coordination.
This might be due in part to an insufficient number of persons working an
the Rural Window Program.

Recornendations:

. IFAM 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, IFAY 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.

&N
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Using its own resources, IFAM has increased the amount
available for the Rural Window Program by $1.6 million, making a total of
$6.6 million. This will allow for & larger number of projects than ori-
ginally envisaged, and should ensure completion of those projects still
under construction at the time of the Terminal Disbursement Date.

Loan C2% will be repaid to AID directly by the Govern-
ment of Costa Rica. This mecans 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
will need to obtain additional capital resources to cover its commitments

over the next two or thiee years.

Recommendations:

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

(2) The GOCR should enter into one or two loans similar
to Loans 023 and 025 and transfer thenm to IFAM,
which would, in turn, -ontribute the necessary
counterpart financing.

(3) These loans should be negotiated on the basis of
alrendy 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
offices located in major rura) areas and offering total
assistance packages in comrunity planning, program exe-
cution, and training (Loan Agreement).

Findings:

IFAM has conducted a survey of rural municipality
leaders in order to determine their interest in and their views on the
need for creatina regional IFAM 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
by regional IFAM offices would be willing to contribute to their adminisg-

S¢
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trative support. The municipalities have responded favorably to these
ideas, and IFAM 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
Limdn, but they may decide that Guanacaste provides better opportunities --
primarily becausc of an existing League of Munmicipalities which has of-
fered its offices to IFAM. This first regional office will offer tech-
nical assistance to the municipalities in legal, financial. administrative,
and cngineering matters. It will also offer training, as to be elaborated
in collaboration with OFIPLAN's Regional Development 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.

Recommendation:

We recomnend that regionalization remain a high prior-
ity and be executed as soon as possible.

4. IFAM to have a strong research capability which is used
to help comunities 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
not used as anticipated. The Division of Planning has been re-structured
in order to play an active role in the coordination of projects -- not
the identification of projects.

IFAM does conduct feasibility studies for such projects
as the regional slaughterhouses --= in order to develop selection criteria
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;
and changed status of the users pefore and after the project. These
evaluation results are then used to assist in planning similar projects
in other municipalities.

ANENN
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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. IFAM 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 proiects, IFAM 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 poor, thercby discouraging migration to the cities.
IFAM has used similar thinking in justifying rural electr:fication pro-
jects. They fecl 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 Hnusing
censuses -- it therefore provides reasonably complete profiles of family
status as of May 1973,

Recommendations:

(n 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

Cx
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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 IFAM 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 IFAY and AID, IFAM invited AID to participate
in a televised news conference discussing the Rural wWindow Program and its
sources of financing. Also, 1n recent weeks, AID has been mentiontd in
IFAM's press reports.

None of the projects financed under this loan have
physical markings at the construction site identifying ther 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 reguired procedures.

Reccrmmendation:

IFAM should require that the municipalities comply with
the conditions of the Loarn Agreement and that all project sites have signs
identifying the project as part of the Rural Window Program with financing
from IFAM and AID.

2. The Loan Agrcement 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 acccptable to AID.

The same 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:

IFAM 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,
IFAM has disbursed only 852,000 or 25V of the total. It is apparent
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).

Recomrendations:

(1) IFAM should review its portfolio of approved sub-
loans, sub-loans under study, and other possibil-
ities, and the estimated time to complete all sub-
project construction in order to ascertain probab-
ility of tully disbursing the loan by August
1978.

(2) That 1FAM prepares a Disbursement Schedule cover-
ing the period !tay 1977 through August 1978. With
this infcrmation, it can then prepare a new list
of "topes” for different categories of projects.

(3) IFAM should assign one person to dedicate full-
time to monitor implementation of the Rural
Wwindow Program in order to ensure complete dis-
bursement of loan funds in the most effective
manner possible.
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