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INTRODUCTION

This volume is one part of a four part report on evaluation studies
of the agricultural "sector approach' as it has been applied in Colombia,
Guatemala, and Costa Rica. The purpose of this program of studies is
to provide, through comparative analyses of the experience and of the
approaches and methods utilized in each of three countries, a basis for
(a) development of general policy and guidance as to the use of an
agricultural sector approach in other Latin American countries, (b)
possible adjustments in current program and projects and for consideration
of future programs in each of the individual countries, and (c) considera-
tion of possible changes in procedure and methods for analysis and proces-
sing of sector loans.

In conducting this evaluation we have sought to examine the substan-
tive and analytical issues in the sector approach as applied inCosta Rica
and the results of its application rather than to evaluate the ef fectiveness
of particular projects or programs. We have considered our task to be one
of studying and sppraising (a) the nature and content of the sector program
and its objectives, (b) the adequacy of the analysis used to arrive at and
support the strategy and programs adopted, and (c) the likely contribution
of the strategy and program to the accomplishment of their objectives and
to improvement of economic conditions in the sector, and especially of
the income of the target population.

Our approach in this Costa Rica section of the report has been to
make appraisals in terms of accomplishments or lack of accomplishments of the
program in relation to its own purposes rather than attempting comparisons
with programs and approaches which have been followed elsewhere. We have
arcided drawing conclusions as to whether the program and analytical
methods are better or worse than those used in other programs. Instead,
we have attempted to reach conclusions as to strengths, accomplishments,
weaknesses, and shortcomings within the context of the program's own
purposes and objectives to provide a basis rur considering future sector
strategy, program content, and analytical methods.

No conclusions are reached in this or the other country reports as
to lessons to be learned from the experience with a sector approach in

Costa Rica which might be generally applicable to use of such an approach



or to its use in particular countries other than Costa Rica. Neither are
comparisons made with approaches and programs adopted in other countries.
Those tasks are, however, a part of the entire study and comparisons made
and general conclusions drawn are incorporated into an overall report,

In view of the nature of the objectives of the program and the
limitations of time and availability of data we have not attempted to
reach any conclusions as to results of the program in terms of effects
upon overall production or income. No projections of such results or
of anticipated effects upon the production or income of individual farms
were made when the program was developed or when the loan was made,
Neither were other specifically identified or quantitative targets e<tab-
lished., As a result no comparison of actual results with projected
results is possible. Instead we have attempted to identify possible
indications of program effects upon the farmer and means by which such
effects might be appraised in the future, It has, however, been possible
to obtain some indications of results in terms of improvements in the
institutions for dealing with sector problems and their ability to plan,
coordinate, manage, and evaluate sector programs and projects, This
improvement in the institutional base for dealing with problems of small
farm agriculture was in fact the primary shorter-run purpose of the loan.

This report is based on an examination of documents and reports
prepared in connection with development of the program and the making of
the agriculture sector loan, o: programs conducted under it, and on dis-
cussions with LA/Bureau, USAID/Costa Rica, and Government of Costa Rica

personnel, There is no single document which sets forth the sector
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strategy and program and the analytical basis for it. We have thus been
dependent upon a number of sources, cspecially the Capital Assistance

Paper (CAP) and individual studies prepared by the USALD and its contractors
in counection with development of the program. Similarly there is no
functioning system for the repgular reporting of vrogram results,  We thus
have relied upon such individual reports and documents, usually prepared

for other purposes, as we were able to locate, which might give some
indication or the supgestion of possible results and upon two evaluatious
of propram progress conducted by the Government of Costa Rica through a
contract with the American Technical Assistance Corporation,

The report consists of a fivst chapter in which major findings and
rocommendations are summnarized; a number of chapters describing the
program and its development, appraising its analytical base, and cvaluating
its results; and a final summary chapter. This method of presentation
involves a certain amount of repetition, but has been adopted to permit
users of the report to examine it in such depth as their nceds and
interest require,

Drafts of the report have been reviewed and commented on by USAID/
Costa Rica and staflf of the 1A Bureau. To accommodate supgestions, we
made such changes as we considered appropriate,  The findings and
conclusions, however, are ours. The team spent two weeks in Costa Rica
in November 1973, The report should be read and interpreted in the

context of this limited time tor examination and obscervation,
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The evaluation was conducted by a team made up of personnel from
AID and the American Technical Assistance Corporation (ATAC), Team
members were:
Edmond Hutchinson, ATAC, Team Leader

Charles . itrie, AID/Latin American Burcau/Office of
Development Programs

James Hawes, AlD/Latin American Bureau/Office of
Development Resources

Fred Mann, AID/Technical Assistance Burcau/Office of
Agriculture

The findings,conclusions, and recommendations reflect the collective
judgment of the team and are not intended to represent the official views
of the Agency for International Deveiopment, any of its constituent units,

or of the Costa Rica government,
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CHAPTER 1

SUMMARY OF FINDINGS, APPRAISAL, AND RECOMMENDATIONS

A, FINDINGS

1. The Costa Rica Agricultural Development Program, supported
by the AID Sector Loan, consists of a number of activities
which constitute a comprehensive attempt by the Government
to help the small farmers of the country increase their
production and income. The loan thus fits AID's program
policy ewphasis. For purposes of the program a small farmer
is defined as one whose net income is less than 25,000 colones
(about $3000) a year.

2. The analysis undertaken in connection with development of
the AID loan and the adoption and implementation of the program
financed by it has resulted in a major increase in povern=
mental concern for conditions in the small farmer subsector
and in its efforts to improve them.

3. The program sccks to achieve its ultimite goal primarily by
providing credit and technical advice to small farmers and
by promoting improvements in input and product marketing
facilities, in research, and in the transmission of research
results.

4, While the ultimate goal of the program is an ‘mprovement of
the well-being of the small farmer, its medium term and
operationally relevant purpose is the establishment of a
viable and c¢ffective institutional base for providing the
small farmer with requisite services and credit.

5. Reorganization and strengthening of the Mindstry of Agri-
culture is an element in efforts to provide this institu-
tional basc. Great emphasis, however, has been placed on
coordination of activities of the varfous scctor entities,
through a dational Apricultural Council at the national level
and a group of regional councils representing the agencies

at the local level. This coordination of activities of



public agencies operating agricultural programs is to be
reinforced by related community development programs and
agencles coordinated through similar arrangements.,

The functional areas covered by the 7 projects in the program
are reasonably related to program objectives. 1f each
contained a full spectrum of required activities, as a whole
they could constitute an {ater-related system for bringing
an integrated program of agsistance to the target group.
Some of the areas, however, fall short of containing the
scope of activities needed for a comprehensive project

and some of the activities seem only peripherally related

to program purpores. These last are relatively small, how-
ever, and do not significantly aflect the program.

Projects and activities originally contemplated have remained
basically unchanged during implementation. (The possibility
of adding certafn new projects under new loans is being
considered). A system of regular progress reporting, pri-
marily in terms of inputs, has been installed and is in
operation. The administrative aspects of the loan were well
planned originally and have been carried on ef fectively.
While many delays to be expected in bringing about organi-
zational and other institutional change have been experienced
and cven though accomplishment of the immediate purpose has
suffered from short falls in planned budget resources, re=
sulting in a lag in the implementation schedule, the Govern-
ment has given support to the reorganization, especially

the creation of regional agricultural development centers.
The basic structure and the required bodies and facilities
have been established, the staff of the Ministry of Agri-
culture has expanded, and its personnel budget has been
substantially increased.

While the organization process at the national level is well
along and the regional operating and coordinating offices
hag been reorganized, the regional offices are just now be-

ginning to undertake coordination activities. There is some
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11.

12.

evidence that program objectives are not fully understood

by all agencies and that a satisfactoery degree of coordination
18 not yet established.

There has been a substantial increase fn the volume of credit
flowing to the target group and an imcrecase in the number of
gmall farmers receiving credit.

Implementation Letter No. 1 requires the establishment of a
Program Implementation and Evaluation Plan for cach project
financed by the loan. The implementation portion of the plan
{s to serve as an operating guide for exccution of the plan.
The evaluation portion is required to include targets, in

terms of anticipated accomplishments for cach activity
gspecified In the implementation part of the plan. These
targets are to be used to evaluate progress in project im-
plementation. Targets have been established primarily in

terms of inputs such as provision of funds, personnel, and
other resources, and intermediate outputs such as institutional
changes made, amount of credit or technical assistance provided,
and siunilar project objueectives. Regular evaluations are being
made against these targets but provision has not yet been

made for evaluating the results of the program in terms of
either improved institutional coordimtion and efficiency or
of effects upon the farmers' production and income. It appears
that there may not be & consensus that evaluation in such terms
is necegsary, or, if it is eventually required, that it should
be started now.

The program and the loan in support of it was the utgrowth

of the work of a group of AID-contracted Costa Rican and AID
economists and apgriculturalists chaimed and led by the AID
Mission Dircctor. This group appraised the past performance

of the agricultural scctor and its characteristics, and con-
ducted and contracted for a series of individual studies
covering the areas of erop priorities, marketing, provision

of agricultural services, credit, agricultural education,



13.

cooperatives, land tenure, and agriculture sector insti-
tutions. This series of studies, together with other AID
studies, provided the analytical basis for the program.
Another study conducted by the Associated Colleges of the
Midwest (ACM) under an carlier AID contract was completed
about the samc time as the series of individual studies.

The ACM study is an overall review of the sector which
generally confirmed the conclusions resulting from the series
of individual studies. On tke basis of these studies and
the discussions ond debate within the group, the Academia

de Centroamerica prepared a report, "Estudio Preliminar para
Redactar una Solicitud de Prestamo a la Agencia para el
Desarrollo Internacional' which laid out the main components
of the program. The CAP and the annex to it describe the
basic conclusions diawn from the studies and the general
nature and purpose of the strategy and program adopted and
contain some elements nf justification on economic and
sociological grounds. However the nature and content of

the studies, the nature and extent of the analysis conducted,
the alternatives considered and the basis for their accep-
tance or rejection, and the precise relationship between

the studies and analysis conducted and the projects proposed
were not set forth in any single document. There does not
exist anything which can be characterized as a '"sector
analysis" or a "sector assessment" or which sets forth in
one place in a definitive way the nature of the program and
the basis for it and which can be described as the authori-
tive statement of the program, its objectives, the strategy
adopted, and the analysis on which it was based.

It appears that preparation of the CAP and its annex was not
taken as the occasion for establishing priorities among pro-
gram clements. As a result the program consists of many
activitics of greater or lesser importance without differen-

tiation as to significance.



14. The basic strategy upon which the program {s based {nvolves
the following elemcnts: (1) focusing on the smaller domestic
market-oriented producers as the target group, with exclusion
from the program of activities related to the generally large
farm and primarily export-market oriented clements of the
sector, and, while not cstablishing criteria which exclude
the holder of very small plots from participation in the pro-
gram, recognizing that (except for instances fnvolving pro-
duction of crons highly intensive in land use) most of this
group, which constitutes one half the population engaged in
agricultural activities, will not be reached; (2) acceptance
of the hypothesis that provision to the small farmer of a
coordinatcd package of credit, technical assistance, and in-
puts will increase his production and income; (3) while
making available to the farmer advice., credit, and services,
recognizing him as the one best able to make the choiccs as
to creps to be produced and services and inputs to be utilized
thus not incorporating a specifie erop focus with targets for
increaser in production (alithough certain crops were identified
as "priority ~rops best fitting the objectives of the sector
on loan™); and (4) emphasis on the lack of efficient and coor-
dinated delivery of credit, technical assistance, and other
services by existing scctor institutions as the primary con-

straint upon increased production by the target group.

B. APPRATSAL
1. The approach used to develop the program was rational, prag-

matic, and appropriate to circumstances i- Costa kica. The
joint participation by Costa Rican and AID professionals
provided for productive interchange of ideas, made it pos-
sible to relate the program to Costa Rican circumstances,
and served as a basis for common understanding and support
of the program. It appears that perhaps greater partici-
pation by personnel of sector institutions would have been

desirable.



The basic program concept, strategy, and design is prima
facie logical and internally consistent. If the objective
is to increase production through programs administered or
coordinated by tl2 government, choice of those farmers

who produce primarily for the domestic market and are rela-
tively small and yet not so small as to make market farming
an uncconomic eaterprise as the target population is sound.
The export-market oriented segment of the sector does not
have a great need for the services and it is not unreason-
able, under circumstances in Costa Rica, to expect that the
problem of the very small farmer will be tcken care of in

a tolerable manner through expansion of the sector and the
economy as a whole. Similarly, uncertainty as to exactly
which crops should be produced and emphasized and as to re-
turns under varying farming conditions, the openness of the
Costa Rican system, and the well known nroblems involved in
bureaucraticly administered decision making in areas in
which economic returns and profit are critical, justifies

a decision to adopt an approach under which credit, technical
assistance, and production inputs are made available to
farme* while leaving him free to make choices as to their
utilization and decisions as to what to produce. Such an
approach also makes it sensible not to establish specific
production increase targets. We find those aspects of the
approach both sound and refreshing. In addition, it is
clear that credit and production and marketing assistance
must be major clements in any program whose objective is to
increase the income of the tavget population of the Costa
Rican program. Finally, it is likewise clear that the
success of any such program will be highly dependent upon
the ability of the institutions operating it to plan, coor-
dinate, implement, and evaluate it in an effective and
efficient manner.

Notwithstanding the apparent logic and internal consistency

of the approach, the soundness and reasonableness of many



elements of the approach and strategy adopted, and clear

progress in reorganizing institutions and c¢xpanding credit,

we have the following concerns with respect to the program:

a.

We do not feel that adequate account has been taken

in its formulation and implementation of the possibility

that results may fall considerably short of expectations.

This concern derives from the fact that:

(1)

(2)

We consider it not proved that the provision of
credit and technical assistance generally will
increasc production of certain of the crops
included in the program, particularly beans and
corn, and the income of the farmer. The group
responsible for developing the program apparently
did consider this question and conducted some
investigation of it. Examination of reports of
such investigations reveals that there was evi-~
dence that production responscs could be obtained
in certain circumstances which could result in
income improvement. The studies. which were not
in great depth, also showed many cases of failure
of such results to obtain. A number of sample
studies indicate mixed positive, negative, and
uncertain current responses and citc a considerable
body of farmer opinion that use of credit and
technical assistance for some crops does not pay.
Further, opinions seem to di‘fer among technicians
as to whether an effective technological package
has been developed for production of corn or beans
in Costa Rica.

We are not entirely sanguine that less than fully
integrated programs oi assistance and credit,
operated by institutions not motivated by either
profit or urgent national necessity, will succeed
in bringing about production and income increases

for broad areas of the farm population. The contrast



between the results of crop or producer specific
programs run by persons economically involved,
or programs such as those arising out of the
special nccessities of countries such as Japan,
Korea, and Taiwan, all of which usually involve
the control of all program elements by a single
organization, and those of programs such as those
in the Costa Rica Development Program and similar
programs throughout the world financed by AID
and other organizations, is too striking to
permit high confidence that the Costa Rican pro-
gram will produce the expected results.
In like manner we are not sure that it is in fact
possible for one agency to plan and coordinate, to the
extent neccessary to make them fully effective. programs
the execution of which is the responsibility of other
agencies over which the ceoordinating agency has no
legal, administrative, or financial control. This is
not to say that the operation of CAN and the CANcitos
can not produce useful results. To the contrary, their
operation should provide for significant formal and
informal planning and coordination of activities. We
are fearful, however, that expectations are too high
and that too much dependence will be placed on such
activities as an assurance of the ultimate produc-
tivity of the program. 1In this connection also we
are concerned that there remains a need for streng-
thening the planning function within the Ministry and
for improved coordination within it, especially as
concerns relations between the CAN, the ministry
planning offic~ and the operating divisions of the
ministry at the national level, and between the Regional
Director of the Extension Services and other Ministry
operations at the local level. We also point out that

major recommendations of the study relative tc the
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functions and organization of the Ministry, conducted
as a part of the group of studies for development of
the program, especially those relating to strenuthening
the planning office, do not seem to have becn adopted.
We also cite the report of the Inter-American Institute
of Agricultural Sciences of the 0AS, '"Management of the
Agricultural Development Program of Costa Ricea", which
points out inherent and experienced difficulties in the
CAN, CANcitos, and Minictry operations.

c. Considering the problems mentioned above, we are con-
cerned that there has not yet been built intc cthe pro-
gram provision for its evaluation in terms of results
achieved with respect to either improved efficiency in
and coordination of the prugram or effects upon the

farmer's production and iucome.

C. RECOMMENDATIONS

1.

Both AID arnd the Government of Costa Rica should give more
explicit attention to the effect of the Agricultural Devel-
opment Program on the income of the individual farmer and
the small farmer subsector as a measure of the program's
success. This should include ar awareness that the effec-
tive aduministration of such a program does not necessarily
assure the achievement of production and income increases

by enough small farmers or in sufficient amounts to justify
program costs. Such a recognition may be especially important
in Costa Rica in view of the "comfortable minimum" of econo-
mic progress which can be expected from the sector as a
whole and the fact that the country is not yet faced with

a critical problem of rural unemployment and massive rural
migration to urban areas. Kceping in mind this possible
inability of the program to achicve the expected results,
there should be incorporated into it an integrated set of

management, economic, and technical research and testing



activities at all levels. The purpose should be to de-

termine the effectiveness of various program elements in

contributing to purposes and goals, to test alternatives,

and to provide for making course and programmatic corrections

and changes. Such activities should include:

a.

Field testing of alternative methods involving careful
appraisal of cost effectiveness and managerial feasi-
bility for both the recipient farmers and the adminis-~
tering agencies. The complexity of the problems, the
wide variety of farmer situations, and the likely large
number of possible alternative methods, would warrant

a sizeable number of relatively small-scale pilot projects
rather than a few large-scale ones. Such pilot projects
can be carried on as a part of larger local programs.

The local councils may ask for help from the research
system to design projects to attack specific problems

in their region, or the research system may ask the local
groups to offer their facilities for a method devised
because of strong central interest.

In particular, a regular program of evaluation in terms
of outputs and results, and especially in terms of fects
upon the farmers' production and income. We recognize
the difficulty of assigning cause and effect relation-
uLnips. Nevertheless, we are convinced that it is pos-
sible to derive reasonable inferences, if not proof, of
the results of various elements and combinations of
elements ia the program. In any even", it would be use-
ful to know whether income and production are or are not
increasing and for what crops, on what kinds of farms,
and in what areas and when credit and technical assis-
tance is and is not used. We also recognize that it is
too soon for the program to have had significant overall
effects. However, we are not persuaded that the program
has been operating so short a time as to have had no

effects. After all, at the individual farmer level, the
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results of the use of credit and technology should
begin to show rather immediately. The base line study

just completed, appropriately analyzed and revised with

such an evaluative purpose in mind, and the recent census,

supplemented by specific case studies and incorporating
results of research and testing as recommended above,
should be able to provide an adequate system which
should begin operating now.
The Mission should work with the appropriate MAG officials,
and officials of other relevant agencies, in developing an
adequate, uniform and non-duplicative continuing informa-
tion system for the agricultural sector which can serve as

a basis for policy and pregram planning purposes through-

out the agricultural sector, as well as for objective analyses

required for evaluation purposes. To the extent possible,
and within the existing framework of the ADP, AlD loan and
grant resources and corresponding GOCR resources should be
shifted into this activity to increasc and strengthen it.
The 1973 Census can serve as a benchmark for developing
this system.

As a concomitant part of the previous recommendation, the
Mission should seeck to assist in improving the analytical
capability of Ministry Scctor Planning Office. This recom-
mendation is in support of the objective of providing a
common analytical bhasce for the sector from which integrated
policy and program planning and evaluation can evolve. Tt
is also designed to permit the Ministry to play a more
effective role in the coordination 6f‘policy Through its
representation on the CAN. It is pointed out that similar
recommendat ions were made in the studies of orpanizations
in the scctor conducted in connection with the original
developnent of the program. Accomplishment of this purpose
should involve:

a. Accelerating the exccution of the University of Costa

Rica project;

11



b. Utilizing existing assistance funds for on-the-job
and outside academic training opportunities for plan-
ning office studies division personnel; and providing
additional funds for other purposes as neceded;

¢. Developing a means for permitting the planning office
to pay a competitive salary to highly qualified person-
nel, or, in the alternative, to contract for such per-
sonnel on a continuing basis, and providing appropriate
technical assistance designed to strengthen the
analytical capahility of the Ministry Scctor Planning
Of fice.

We recognize the practical difficulties, cited by the USAID,

involved in accomplishing this purpose and in undertaking

the actions suggested. However, this is an important part

of the program and warrants continued cfforts to find a

means for strengthening the analysis and planning capabilities

of the Ministry.

In recognition of the difficulties involved in CANcitos
attempting to "coordinate" other autonomous agencies, con-
tinued attempts should be made to strengthen the Ministry
organization at the regional level in order to provide
stronger MAG leadership in coordinating activities of all
Directorates General of the Ministry, and to allow the coor-
dination between all MAG and non-AG service agencies to
take place through the CANcitos structures. To this end,
continued support should be given to recommendations to make
the Regional Dircctor a director of all Ministry activities

in a region 1 center rather than a director of extension

""S'et't'i C.'c':',.m'é'.‘-r*-]i-o.u—..‘. )

In the event the proposed new cooperatives loan is placed
under intensive review, consideration should be given to
making a major purpose of it the developing and testing of
an alternative means of assisting the target group. This
would involve incorporating an approach under which credit,

technical assistance, inputs and marketing services are to
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be provided in an integrated manner by a single organization
subject to control by producers. The results of such an
approach should then be compared with those experienced under
the traditional type of governmentally administered programs
or under programs administered through a number of institu-
tions coordinated by a governmental instrumentality.

Current USAID attempts to use existing producer organizations
as an additional means of reaching the target group should

be encouraged and expanded. Results should be compared with
other approaches as suggested in connection with the
cooperatives loan proposal.

The loan guarantee fund in the credit project and the
guarantce fund for land purchases in the land tenure project
are imaginative innovations which should be expanded and
strengthened as pilot efforts. Experience under them should
be carefully and specially evaluated and documented as case
studies with possible implications for programs in other

countrics.
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CHAPTER 2

PROGRAM CONTENT, DEVELOPMENT, AND PROGRESS
TOWARD SUBSTANTIVE OBJECTIVES

1. SIZE AND CONTENT

The Costa Rica Agricultural Development Program (ADP) consists of
scven (7) projects comprised of a number of specific identified activities.
In addition to the specific activities and projects, a further significant
feature of the program is the provision for increasing the budget of the
Ministry of Agriculture. Total investment in the program is planned to
amount to the equivalent of $30.9 million over a period of 4 years. The
AID loan in support of the program was planned to be $20 million when the
CAP was prepared. However, it was decided to eliminate $3.06 million for
municipal development from the agriculture sector loan and to authorize it
as a separate loan. Consequently, the actual sector loan is $16.4 million,
to be disbursed over the 4 year period ~f the ADP. Just how the size of
the loan was determined is not clear. The only reference to the question
which we have been able to find is in a Section of the CAP called "Issue:

' In it the appropriateness of a 4 year

The Size and Duration Of The Loan.'
period is discussed and it is indicated that in view of the size (520 million)
of the loan that little if any additional lending will be contemplated. It
is then stated that "During the past four years, AID loans totalling $22
million have been authorized for Costa Rica."

In addition to the sector loan in support of the agricultural develop-
ment program, AID provides a modest amount of grant financed technical

assistance (now in amount of about $4.5,000) in support of the program. An

agricultural junior college is also grant financed. These funds finance’
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wimaeidd Wkt < e =t TAT S T MONT toring the loan and providing assistance
in implementation of projects financed by it; short term specialists to
provide assistance in seed, grain, and food laboratory development; mar-
keting, and water mancgement; participant training; and contract services
for assistance to the CAN and the Ministry in connection with coordination
and evaluation activities, agricultural education, and market development.

The projects, activities and planned costs (not including the grant

financed technical assistance) are shown in Table 1 which follows.
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TABLE 1. PROJECTS, ACTIVITIES, AND COSTS

Projects and Activities

Costs (thousand dollars)

AID Costa Total
Rica
I. Agricultural Services
A. Coordination and Education 125 - 125
B. Regicnalization (Extension & Research) 968 5000 5968
C. Ministry Headquarters 132 - 132
D. Grain Standards & Quality Seecds 100 100 200
E. Sced Processing Facilities 350 75 425
F. Food Technology Laboratory 150 100 250
G. Agricultural Census 500 500 1000
TOTAL 2325 5775 8100
11. Agricultural Education
A. Technical Assistance to Faculty of
Agronomy 1200 580 1780
I11. Credit
A. General Credit 3500 3500 7000
B. Incentive Guarantce 750 250 1000
TOTAL 4250 3750 8(:00
IV. Cooperatives
A. Credit 3000 2000 5000
B. Technical Assistance and Training 450 150 600
C. Operating Expenses & Equipment 100 250 350
TOTAL 3550 2400 5950
V. Marketing
A, Management Analysis 150 - 150
B. Grain Storage, Drying, and Handling
Equipment 750 - 750
TOTAL 900 - 900
Vi. Land Tenure
A. Land Titling 2700 1200 3900
B. Land Sale Guarantee 750 250 1000
TOTAL 3450 1450 (09();)‘-ﬂ
VIl. Community Organization 500 600 1100
Cont ingencies 225 - 225
GRAND TOTAL 16400 14555 30955

15




11. OBJECTIVES

There are a number of statements of the objectives of the Costa Rica
sector program which vary somewhat in their emphasis. The CAP states, "The
objective of this Agricultural Sector Program is the transformation of
Costa Rica's small farm domestic consumption criented subsector from
traditional to modern high-productivity production, thereby (a) improving
the small farmer's income and the quality of rural life, and (b) facilitat-
ing a more dynamic contribution of the small farm sub-sector to national
growth.” The Loan Agreenent contains a similar statement.

| The USAID Quarterly Loan Report #6 for April-June 1973 states,
"The purpose of the entire Agricultural Development Program is to establish
a viable effective agricultural institutional network that has the ability
of reaching the small farmer with the necessary inputs to increase his
productivity and his social well-being.

The ultimate goal of the program is to increase the net worth and
relative standards of living of the small farmer and his family in Costa
Rica."

The Country Program Paper, Agricultural Credit Project of the Agricul-

tural Scctor Program, prepared by Albert Brown (one of the participants in

the original program dcvelopment process) and submitted by USAID/Costa Rica
for the AID 1973 Spring Review of Small Farmer Credit says that the program
was developed to strengthen the Costa Rican institutional capacity for dealing
with access to credit, technical assistance, productive inputs, and markets
by those farmers who are not well informed, who are not well off, who lack
impeccable credentials, and who lack influence and entreprencurial skills.
It then states that the program, "secks the transformation of the primarily
domestic-consumption oriented small farm subsector from traditional to
modern high productivity systems and methods." The report of the 1972
evaluation of the program conducted by the American Technical Assistance
Corporation with Mr. Brown as project leader states that, "The fundamental
intent of the apricultural sector program, is to develop an integrated set
of fnstitutional arrangements which will provide the small farmer with

the services, Inputs, and orpanization which he needs to increase his pro-

ductivity."
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Costa Rican government officials in our discussions with them, all
hecavily emphasized the institution building and coordination aspects of

the program as being its operational goal,

I11. ANALYTTCAL BASE

The sector program and the loan in support of it were the outgrowth
of the work of a group of Costa Rican and AID cconomists and agriculturalists
performed under the leadcership and chairmanship of the AID Mission Director.
The Costa Rican group consisted of former government employeces. professors
from the University of Costa Rica, and other agricultural technicians whn
organized a non-profit research institution, the 'Academia de Centroamerica
(ACA)". This series of individual studies provided the analytical base for
the program. These studies covered the areas of crop priorities, marketing.
provision of agricultural services, credit, agricultural education, coopera-

1 ) .
tives, and land tenure. Based on these studies the Academia prepared a

e e i =

1 . : .yl .
The following are cmong the more important of the individual studies
conducted.

(1) Credit and marketing studies by the Associated Colleges of the
Midwest (these appear to be the same basic material as chapters on those
subjects in the "analysis'" done by this group).

(2) A study of coopceriatives by CLUSA.

(3) An agro-industry study by ACA.

(4) Studics of the administrative organization of the agricultural sector,
ITCA, UN, GOCA, ALD.

(5) A study of an Agricultural Information Center, ACA/Economia Ltda.
(6) A study of Basic Grains in Central America ACM/Economia Ltda.

(7) Land Titling in Costa Rica: A Legal and Fconomic Survey, University
of Costa Rica/AlD.

(8) Several production studies by University of Florida.

1n addition, parts of a report prepared by the Associated Colleges of the
Midwest under a 1968 AlD contract for an "agricultural sector analysis"
were made available up to the time of preparation of the loan paper in
June 1970. The final report apparently did not proceed beyond a draft
form.
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study, "Estudio Preliminar Para Redactar Una Solicitud De Prestamo a La
Agenclia Para El Desarrollo Internacional' which laid out the main com-
ponents of the program.

These studies and reports give a useful picture of the aggregate
nature of the sector and, in some cases, point out apparent and possible
obstacles to accelerated cevelopment. They contain little quantified
analysis, and there is virtually nc attempt to quantify the effect upon
selected objectives of alternative policies or investwents in the sector.
They do include some small studies of production responses to application
of fertilizer and improved necds and effects on farmer income.

The study by the Associated Colleges of the Midwest is of the same
nature. While it contains little analysis, it does, however, provide a
comprehensive description of the sector and its performance.

The several studies were not additive in the sense that there were
only casual relationships between what one study reperted and others
surrounding it. As one reads several of the studies, he picks up a lot of
information about Costa Rican agriculture, but it is difficult to be sure
what it means in a policy or investment program context. They do, however,
arrive at the conclusions that the agricultural sector as a whole, and the
export subsector in purticular was performing well, that the production of
small, domestic market oriented producers was lagging, and that the in-
stitutional basce for administration of governmental programs in the sector
was weak.,

The questions the study group addressed itself to were (1) Did the
agricultural sector nced assistance at all? (2) If so, at what targets or
groups should it be dirccted? and (3) What kind of assistance was necded?
The group also apparently considered and debated various options, in-
cluding assistance to agro-industry, before reaching its conclusions.

The conclusion of the group was that the overall performance of the
sector had been very good with the value of agricultural production in-
creasing at a high, consistent, and accelerating rate. 1t also found, how-

ever, that this growth was largely coniined to the larger farmers and coffee

Once of the more analytical studies was on agricultural credit. It also
made several specific policy recommendations, onc of which became pre-
conditions or objectives of the AID loans.
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and other export market producers who were supported by ample credit,
efflcient marketing systems, and their own effective systems of technical
assistance, and to producers of domestic crops such as rice, wheve high
price supports, considerable technology, and credit stimulated production.
The production of smaller farmers producing for domestic consumption and
mostly using traditional methods was found to be failing to increase and
i{n some instances to be declining.

Based on these findings it was decided that assistance was needed
by the smaller farmer who produces for the domestic market. No specific
definition of a "small farmer' was developed, on the assumption that lending
criteria could, in fact, determine the target population more precisely.
In practice, a smaller farmer is considered to be one whose net income is
under 25,000 colones (about $3,000 at the present exchange rate) a year.
It was considercd that any small farmer would be eligible for participation
in the program. However, it was recognized that most of some 5,000 per-
sons holding plots of less than oae manzana (about one hal f the total
population engaged in agricultural activities) would not be reached by the
program cxcept in some individual cases in which it would be possible for
them to produce crops highly intensive in inputs other than land. Tt was
thus recognized that the program primarily would be addressed to farmers

"It was considered

who were considered as "naving a chance to make it.
that programs which would increasce the productivity and income of this

group of farmers would improve social well=being and provide a means for
sustaining and further accelerating the growth of the scctor and the economy.

It was decided that, while assistance for che export crops, coffen,

bananas, and sugar, and beef cattle would be exeluded, the program would

not be directed to specific crops and products except as they might be
emphasized in annual programs. Instead, the attempt would be to make inputs
and technical assistance available to the farmer who coald then choose

the crops to which he wished o apply them. Similarty, while credit was

to be provided for production purpoeses, ite use wias not to he tied to
piarticular inputs. Unde - such Cirenmstances it was decided that the es-
tablishment of specific goals or targets for increasces in production was

not appropriate.
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It was also decided that the best way to provide this assistance
was to strengthen the ability of existing agencies to provide technical
assistance to focus their efforts on this type of farmer, and to make
specific provision for the expansion of small farmer credit, again utili-
zing cxisting institutions.

The selection of project. for finaucing was not based on any quanti-
tative comparison of alternate means for rcealizing a given set of objectives.
No wniform set of criteria was expressed and applied in a uniform manner.

The question of »stablishing base line data and a system for evalua-
ting results in terms of effects upon the farmer was considered and apparently
strongly debated pro and con. While one sample survey was conducted for
the purpose of establishing base line data, it was decided rot to provide
for such vvaluation, insofar as we have been able to determine on the
grounds that any such results would requive time to occur and the ascgertion
of cause and cf feet relatioaships would be tenuous if not impossible.  From
some conversations we have had, and from the statements appearing in many
of the document s, we svspect that there was also a conviction that if
technical assistance, inputs, and credit were provided in a coordinated
manner, production and income would increase as a matter of course without
the necessity of testing or demonstration.

The results of the various studies and statemenis of alternatives
considered and the basis for decisions were not then, and have not yet
been brought topether into any kind of overall rt-p(»rtl. Within USAID, CAN
and MAG, there is no common understanding as to what constitutes the
analytical or diagnostic basis for the ADP and AlD Toan. 1In fact, there
seems Lo be little concern over maintaining (and vp-dating) this basce.

The CAP includes a sceotion titled "Beonomic Analvsis' in which an
attempt is made to justify the toan in terms of the benelite to the sector
anticipated to be derived tor its use.  The analvais begins with a state=

ment that "Perhaps the single most important ideo underlying the proposed

Unless one wishes to consider the CAP juself ao such, This docuament, ag
is the present natuie of CAP s in AID, s an advocacy paper writtea to
Justify o loan rather than o docusent which analviees alternatives, identifies
conrses of actions considerced and reasons for their acceptance or rejection,
and conatitutes an authoritative and agrecd apon statement of goals, stratepy
and program,
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project is that substantial productivity and production gains can be
achieved by the small farmers through the substitution of modern for

traditional farming practices."

Projections of project impact are made
by piving illustrative quantitative results of production trials in
Costa Rica and developing from this "a means of e¢valuating the project
as a wholel"

I1lustrations given include calculated (not experienced) benefit/
cost ratios for a project for rehabilitation of some 4,000 hectares, showing
ratios ranging from 2.4:1 after 4 years to 9:1 after 20 vears; the results
of a test of application of fertilizer to pasture conduted by an ESSO sub-
sidiary which are stated to show a change in the ratio of annual total
cost to annual gross revenue from 1:7.34 to 1:13.91: and field studiey”
which arce reportod to show chan,.es in the ratios of cost to revenues tor

"modern

production with use of the "traditional methods"” as compared with
methods” of from 1:1.13 to 1.29 in the case of beans and of from 1:1.19

to 1:1.70 in the case of corn. Apparently, these illustrations were piven
to make the point that significant production increases can result from
changes in production technolopy.  We do not find that they entered into

the cateulation of project benefits.

The actual caleulatior of whiat is stated to be a rough approximation
of "the productivity of the loan as a whole'" was made by "using an average
cost/bencefit ratio developed from Costa Rica experience, ' It was assumed
that the agricultural scervices, agricultural cducatiou, and tand titling
projects produced no dircet benetits but were supportive of the program
and that their costs, but ne benefits, should be included in the calculation,
It was further considered that the marketing and community development
projects should be cvaluated separately (apparently this was not done).

As o result of these assumptions, the calculation is an estimate of the
productivity of the credit program,  To do this, an average total cost/pross
revenue ratio for ceortain crops (potitoes, onions, tomitoes, parlic, peanuts,
pincapple, and preen beans) was calealated using data said to be derived
from farm and bank records showing "the value of production poencrated per
dollar of input cost." Individual ratios used varied from 1:1.44 for peanuts

to 1:1.80 for potatoes.  These were then averaged to produce an unweighied

1

CAP, "Costa Rica: Agricultural Bevelopment Prograa, ' AID-DCL/P=916, p. 69.
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arithmetic averape ratio of 1:1.29 for beans (apparently on the theory that
credit would not be used for a crop in which it produced less return than

{t did for beans). This resulted in a figure of 1:1.69. This factor was
then applicd to estimated annual credit extended to obtain estimated returns.
Costs were considered to consist of AID loan disbursements (excluding those
on the marketing and community development projects), Costa Rican counter-
part disbursements, and interest on the loan. These costs and returns were

discounted to present values to show the following results* at an 8% discount

rate:

1970 1972 1973 1974--- - 1978
Costs 6,701 7,037 7,440 6,902----~—- 2,708
Returns 7,589 9,233 11,473 13,590~~—~—~ 11,134

*apparently in thousands of U.S. Dollars.
Total present value of annual costs is calculated to be 40,213 as compared
with 87,896 for the present value of annual benefits.,

A number of comments concerning this analyvsis seem to be in order.
First, the attribution of benefits to the credit program only is practical
but conservative. Second, there is no indication that a comparison was
made between the characteristics of the farms and farmers included in
farm and bank rcecords and those expected to receive credit under the loan
financed propram.  In the apsence of such analyvsis there is 1d tele if any
hasis for assuning that results would be similar in both cases or, if
different, in wha directions.  Statements are made in docurents relating
to the program, however, to the effect chat in the past credit has tended
to go to larger more productive farmers.  One would certainly expect this
to be the case in cireunstances in which providers of credit are left free
to minimize theiv risks and in which the supply of credit is limited. If
this is the case, the data used would tend to overstate benefits.

A further element to be noted is the fact that the lack of weighting
in the first calealation of an average cost/revenue ratio gives equal
weiplht to all erops regardless of their relative importance and that the
averaging of this wvith a similar ratio for beans pives heans an importance
equal to that of the total of 7 other crops.  In addition, these ratios
are calteulated in terms of average costs and revenues when for the purposes

Op.cit., Table VII-1, p. 73,
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for which they are to be used it is marginal costs and revenues which are
significant.

A very significant element is the fact that the crops locluded in
the calculation are, first, relatively unimportant crops and, second, and
more significant, not the crops or products which are emphasized in the
program. Rice, dairy products, and corn, none of which are included in
the calculation, arce the only items of significance in the program insofar
as volume of credit extended is concerned.

We arc confused by the way costs are handled. Only counterpart con-
tributions are considered as Costa Rican costs even though the amount of
direct administrative and overhead costs by the many agencies invelved in
the program is significant. Apparently disbursements against the ALD
Joan arc included as costs in the vear of disbursement and pavments of
interest on the loan are included as costs in the year in which payment
is made. Apparently additions to credit funds provided in Costa Rica are
intended to be included as costs in the year in which they ave provided.
However, the summary of the calculation does not make it uiunr that this
is the case and, as best as we can determine, the total of increments to
credit shown in calculating benefits exceeds the total Costa Rican costs
shown in calculating total costs. 1t seems that interest on neither in-
crements in nor on the stock of credit funds is included as a cost at all.
This is inconsistent with the handling of interest on the AlD loans.

It is not possible to conclude from these chservations that the
ratic between benefits and costs calculated is too high or too low. It
can be concluded, however, that the ratio cannot, as it was intended,
represent 4a "rough approximition' of the relationship between benefits

and costs which could be expected to obtain under the program.

Lv. PROGRESS TOWARD SUBSTANTIVE OBJECTIVES

In order to make some comparisens of actual 1« ults with such cal-
culations and in order to reach some conclusions as to whether progress
is being made toward the long term program of increasing small farmer
production and inceme, we made an effort to determine to what extent AlD
and/or GOUCR apencices have developed an ongoing evaluation system that can

provide information with respect to production and income results of the
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program. We found, however, that no such system exists. In fact, the
"gpvaluation Check List" in the CAP contains no questions related to such
results. Consequently. we have attempted to draw some conclusions based
on such sample surveys as we were able to locate. The limited number and
the nature of the surveys and the time at which they were made, however,
prevent us from reaching conclusions in which we have confidence. At best,
we can only indicate questions related by examination of the surveys

which reinforce the need indicated elsewhere in this report for a con-
tinuing process of analysis and evaluation.

As indicated in Chapter 5, a 1964 study by the Central Bank and a
1966 study by the National Bank of Costa Rica show sharply dif {erent re-
lations between the use of credit and farmers' net worth and income. The
National Bank study shows that the net worth of farmers receiving credit
almost tripled from 1955 to 1966 whereas the Central Bank study showed
that in general the incomes of small (non-coffee producing) farmers who
had been receiving credit for 20 years had not increased.

The AID/W f[inanced IICA Management Program for Reral Development
sarried out some surveys which provide indicators of the effects of credit
and technical assistance on production. Since the purpose of the Survey
was not to determine economic impact on farmers, except as a means of de-
termining program management and adrministration bottlenecks, the results
.annot be considered definitive. Further, the date was taken in 1972 and
cannot be considered to reflect the impact of the AID luan program. We,
nevertheless, look on the results as revealing and uscful, especially in
the absence of this kind of information in the present program cvaluation
system.

In the survey, samples were obtained for three regions: Guanacaste,
San Cartos Sarapiqui and Pacifico Sur. Sample famms were sclected for
"qualitative representativeness” in terms of selection of sample zones
within cach region.  Actual farmers intervicwed were selected at random
from lists supplicd by the Regional Centers, from among those that raised
corn or rice. Forty-cight names were sciected for each region., (42 for
Guanacaste).  Since the data we saw was tabulated for ecach region, but not
for all three regions, we have selected some results from the region of

Pacifico Sur:
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(1) 56% of the farmers surveyed were full-time farmers; 23% were
part-time farmers with outside work as agricultural laborers; 21%Z were
part-time farmers with outside off-farm work.

(2) Average farm size was 26.83 manzanas (46 acres), but only 172
or 4.57 manzanas (7.8 acres) was planted to corn and rice. Range of size
was from 118 manzanas (200 acres) to 2 manzanas (3.4 acres). 28% had
farms less than 6 manzanas in size (10 acres), 28% had 6 to 15 manzanas
(10 - 25 acres), and 44% had more than 15 manzanas (25 acres).

(3) Crop mixes ranged from basic grains only to grains, livestock
and coffec as well as other crops.

(4) Average productivity was highest for the middle-sized farm
(6 to 15 manzanas), next for the smallest and least for the largest.

(5) Only about 1/4 of the farmers used modern technology for corn,
while nearly 1/2 used modern technology for rice. There did not appear
to be a positive relationship between use of modern technology for corn
and increased productivity, while there was « positive relationship in
the case of rice.

(6) Only 19% of the farmers considered they had sufficient infor-
mation about credit and its availability. Only 237 indicated that they
obtained information about credit from official sources. Of these, about
equal numbers learned from banks, the excension service and the National
Production Council (CNP).

(7) Nearly 1/2 of the farmers considered that they had insufficient
information about inputs. Only 197 learned about inputs from official
sources.

(8) Only 10% of the farmers considered they had adequate market
information. One third of tune farmers indicated that market information
was obtained from official agencies.

(9) 6% of the farmers considered that extension services provided
were adequatc. 707 did not receive any extension assistance.

(10) 457 of the farmers used credit for corn or rice. Of those who
used credit, 637 attended some kind of training meeting, while 507% consulted
agents or technielans. Of the group that did not receive credit, only
387 attended some kind of training meceting, while only 157 consulted

agents or technicians.
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(11) For those farmers who used credit for rice, the average yield
per manzanas was 24.15 quintales, while it was only 18.32 quintales for
those who did not use credit.

(12) For those farmers who used credit for corn, the average yicld
per manzanas was 17.64 quintales, while for those who did not use credit,
the comparable figure was 22.90 quintales, almost 307 more.

(13) One-third of the farmers who did not use credit said it was
because they were afraid of the risk involved, while 567% said they did not
apply for credit.

(14) One-half of the rice producers did not use improved seed,
while 907 of the corn producers did not use improved seed. 40% of those
who did not use improved rice or corn seced said it was because of pre-
vious negative experience.  Only one-third said they did not know about
improved sceds, while 7 - 13% said they had no confidence in improved
sceds. It was concluded that improved corn varicties did net have the
qualities or characteristics desired by these farmers.

(15} Onc-third of the farmers with credit used inproved seeds
and one-third of thos¢ without c¢redit also used improved sced.

(16) Two-thirds of the farmers used fertilizer, Of those who did
pot use fertilizer, 427 said it was {for economic reasons (too expensive
and lack of credit). The same proportion of those farmers with credit
used fertilizer as those without credit (two-thirds).

(17) Only 187 of the farmers preferred to sell their marketed
products into the CNI'. The rest did not mainly because they considered
the price offered by CNP to be lower than alternative buyers offered.

There are four general conclusions of particular importance to the
loan program that one might tend to drav {rom the above information:

l. There is much room for improvement in the provision of agricul-
tural services to small farmers.,

2. The "improved teclmology” for corn is not reliable for increasing
yiclds for the zone.

3. The fact that o farmer does nor does not have bank credit, does
not appear to influcnce whether or not he used iuproved inputs. Thus, it
may be that bank credit is neither a necessary nor a sufficient condition
to {nduce use of improved inputs. The evidence is not sufficient to es-
tablish whether there is a causal relationship between credit and increased

production.
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4. Similarily the evidence does not permit conclusions as to the
relationship if any between the use of credit and improved technology
and increased Income.

On the hasis of these indicators (which are similar fer the other
two regions sampled), we conclude there is considerable urgency in re-
orienting the evaluation suggested for the loan program so it can address
itself to the following questions:

1. Is a reliable "farm conditions' technology available for in-
creasing yields substantially for different crops in different regions
under diffcrent crop conditions? If net, can it be gencrated in the medium
term if adequate resources are brought to bear?

2. TIs the process of making credit generally available likely to
increase the use by farmers of production increasing technology?

3. Are cost-price relationships such to induce farmers to invest
more borrowed capital in their farming operations in attempting to raise
income?

4. What appears to be the effect of the provision of credit and
technical assistance and the use of improved technology on the inceme of
particular classes of farmers re-civing assistance under the AP as com-
pared with similar farmers not receiving nart or all of such assistance?

A recent sample survey was made uunder the sponsorship of CAN of
small farmers receiving cither farm program credit or regular SBN (national
banking system) credit. Tt appears that a part of the purpose of this
survey might have been to initiate an on-going evaluating system which
would provide for appraisal of production and income results.

However, it falls short of that goal. Tt measures the productinp
costs and income situvation of some 600 small farmers, but does not include
any control informaticn (either in terms of the sample group before re-
ceiving credit or of cquivalent farmers who are not receiving credit from
the SBN).

Thus, from this sample data, it is possible only to measure production
performance in absolute terms. There are plans to relate this data to the
new 1973 Census data, presumably to compare the sample farmers performance
with the national average for cquivalent farmer classes. However, the

significance of such a comparison appears somewhat doubtful because of (1)
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the possible wide range of farmers might fall in this frequency distri-
bution, and (2) the static nature of the Census data as a "control group"
since any cffort to re-compare in a later year cannot take into account
annual changes in the situation of the control group.

In discussions with USAID staff and advisors concerning the sample
survey and future plans for re-surveys, it was indicated that an entirely
new sample probably would be drawn and surveyed each year. If this is done,
it is our opinion that it will not be possible to obtain a reliable measure
of progress in terms of individual farm production and returns resulting
from the program. In measuring different farmers each year, other variables
are bound to intervene due to individual farm and farmer differences making
it impossible to allocate cost and returns changes as between these
variables and the program variables.

We recommend that at least a significant proportion (507 or more)
of the annual survey include the same farmers as the original sample, in
order to better measure distortions likely to result from individual farm
and farmer non-program variables.

We commend the responsible picties for initiating the zample survey
in 1973, though it contains what to us appears likely to be an unreliable
means for determining the production and income impact of the program
variables (i.e., comparison with census data). It shows a recognition of
the nced to know something about the individuals and target group who are
the objects of the program.

Plans have come from various quarters for some time for farm level
information requirced to measure economic impact on the national economy
and individual small farmers in the programsl.

Aside from the cost of credit resources invested in the program
(which is assumed to be covered by interest carned although the interest
rate is probably somewhat lower than the opportunity out of capital), the
GOCR ipvests a2 considerable amount of public funds in the extension service

and other services offered for the benefit of the small farmer.

1

The first evaluation urged this in its first recommendation. See "Primera
Evaluacion Program de Desarrollo Agropecuacrio gr..cinal prestamo AID: 515-L-022)
projectos Industriales, SA, Academia de Centro - America Mayo de 1972, P. 3.
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The ministry of agriculturc alone is spending in 1973, a total of
18,000,000 colones ($2,118,000) in agricultural research, extcasion and
coordination, ostensibly dedicated exclusively to small farmers. 1n addi-
tion, one might rcasonably attribute 507 of other ministry costs to the
small farmer assistance effort. That equals another 5,000,000 colones
($590,000) making a grand total of approximately 23 million ($2.7 million)l.

The extension scrvice has the largest field staff and reaches by
far the largest number of farmers of any ministry service. Estimates
given us  indicate that the Extension Service expects to have contact with
about 107 of the small farmers with holdings of over 1 manzana in size
during 1973,

If we usc the 1973 census figurce of 79,000 total farmers (not in-
cluding those with less than the manzana of land). less atout 15,000 classed
as "large" and take 10Z. we end up with 6,400 farmers bheing contacted.

The Ministry cost per farmer then would be about $422 per farmer contacted,
The average annual net farm income of the SBN small farmer in the recent
survey conducted by AID and CAN was $434.

We recognize that an excercise such as the above may be grously
inaccurate and is quite unscientific. When, however, it is combined with
uncertainty is to the effects of the program on production and farmer in-
come, it raises questions as to the cost effectiveness of the program and
further suggests the need for detailed and continuing analysis of costs
and benefits and the necessity for consideration of alternative programs.

If the $2.7 million had been divided equally among all small farmers
as a dirccet subsidy in 1973, each of the 64,000 would have received $43.40
which amounts to a 104 increase in annual net farm income. There might
also have been a positive effect on output if such an amount had been
used for production subsidies.

This information raises the question of whether the ADP is realizing
significant positive results in terms of economic impact on the target
proup.

Obviously, it is impossible to draw definitive conclusions until
gome more substantive evaluation information is gencerated. We urgently
recommend that substantial resources be immediately invested in such an

undertaking.

! Sce Memo from Negron to Kreis dated Junce 20, 1973.
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CHAPTER 3

SECTOR ANALYSIS, PLANNING, AND EVALUATION ACTIVITIES

1. EXISTING ANALYSIS ACTIVITY

The analysis activity out of which the ADP and the loan were
developed has not been continued. Neither does there seem to be any
provision In the program for developing and institutionalizing an
analysis capability. It would not appear to be inaccurate to say that
at present socio-cconomic analysis of the agricultural sector, except
for some cost of production studies in the MAG planning office, is not
performed. Neither is there more than a limited effort to generate
data and information required for such analysis, aside from the 1973
census.

There is a Department of Economics and Agricultural Statistics
(DEEA) of the Directorate of Planning of MAG. This office collects
and publishes quarterly statistics on agricultural credit, some infor-
matlon on agricultural prices, somc import and export statistics, and
some livestock sales and price data. Most of these data come from re-
ports of other institutions. The main exception is price data which is
collected in different parts of the country by this Department using
Peac » Corps personncl.

Additionally, this office does special surveys in selected areas
of the country for specific types of production. The data collected is
used to develop cost of production estimatos.l No other analytical work
{s carried out cither in this office, or in other offices of the sector,
so far as we could determine. Only the Chief and the Assistant Chief of
the Department have professional training (Economics and Agronomy).

We have considerable concern about the lack of aralytical work
being carried out within the sector, and the apparent lack of efforts to
increase analytical capability, in terms of personnel, financial re-

sources, and generation of relevant information and data. To be sure,

One of the more recent: "Costa de production En Ganado de Carpe',
region Pacifico Sur-1972, Boletin Tecnic No. 16 DEEA., October, 1973.
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AlD assisted in financing a new agricultural census which will be extremely
useful in futurc analytical work. However, collation of the data remains
to be done, Morcover, continuing data on production, farm costs aund re-
turns, prices of inputs and outputs, labor use, cte., by Individual,

area or region, are often more important than census data. Also, an
information office in MAG is a valuable asset, but until data such as

that just described are analyzed and interprcted in terms of effects of
alternative courses of action, there will be little useable informaticn

to disseminate.

IT. PLANNING ACTIVITIES

Although a national planning system was set up in Costa Rica in
the mid-1960's, there has yet to be developed an institutionalized
national planning process. For example, a four year natiomal plan docu-
ment was developed for the period 1967-1970, but none for the 1971-

1974 pcriod.l Presently, work is underway in "ijplnn"z for the 1974-
1977 four yecar plan.

The national planning system contemplates a scctor approach to
plan development. Agriculture is considered as one sector, and the
Ministry of Agriculture planning office is the responsible planning
institution. TFor the past several years, this office has functioned
basically as a programming and budgeting office. To the cxtent that
planning is carried out, it is limited to projcct planning -- feasi-
bility studies and reviews of feasibility studies.,

With the advent of the AID loan program, a new dimension was added
to the apricultural sector planning institutional structure -- The
Secretariat of the National Agricultural Council (CAN). The CAN Secre-
tariat looks on its rolc3 as including annual planning for the so-called

"Agricultural Development Program (ADP).'"  This planning activity is of

According to the best information we cou.d obtain.

2 "Ofiplan" is the National Planning Office. which is attached to

the President's 0fficce.
With encouragement from USALD.

31



a two-step nature. First, each participating institution (MAG; SBN; CNP;
ITCO; INFOCOOP; etc.) submits to CAN its activity plan. These basically
deal with what activities related to the ADP they expect to carry out in
the coming year. From these individual plans of activities, CAN develops
an overall "activity plan." Second, each Regional Center is responsible
for developing a production plan for its region. The prcduction plan is
to indicate priority crops and goals for each, i.e., number of hectares
to be reached and amount by which yields are to be increased. The CAN
summarizes these regional production plans, thereby estabiishing a
national production plan for agriculture.

The system described above produced its first written plan for
1973.] 1t is expected that tne evaluation system will compare actual
accomplishments with the production goals specified in this plan.

There appears to be little integration between the planning ac*i-
vities of the CAN and those of the Planning Office of the MAG, except
to the extent to which there are related MAG budget commitments. These
then become a part the MAG budget submittal.

Neither is there an integrated process relationship between MAG
planning office activities and the agricultural portion of the four
year plan now being developed by "Ofiplan." Instcad, sector component
inputs are generated by a series of '"task forces” especially established
for that purpose. MAG staff are appointed to task forces where appro-
priate, but the MAG scctor planning office activities do not "feed into"
the new plan in any orderly manner.

We also are concerned about the net ceffect on the analysis - plan-
ning-programming-budget ing process of shifting ADP "planning" responsi-
bility out of the MAG Planning Dircctorate into CAN. Tt may well be that
CAN is the proper forum to debate policy and investment alternatives, but
{f plans are developed in CAN as well, it creates a discontinuity as be-
tween those planning functions for the scctor which the Planning Dircecto-
rate carries out {(or is charged with) and those of the CAN. To us, the
net result of the concenrration of assistance by USAID o CiN will be

to weaken even more the total planning process for the sector,

Plan de Ejecucion, 1973, Programs de Desarrollo Agropecuario,
1971-1974, 23 de Mayo de 1973,
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We are told that efforts to assist che Planning Directorate have
been made but we could find no significant inputs cv cfforts to improve
staff capability or to provide technical assistance or resources in the
arca of socio-cconomic analysis, which ts the foundation of a planning
process, althouph assistance has been provided in the development of

the census and in establishing the Information Office in the Minlistry.

TT1.  EVALUATION ACTIVITIES

The evaluation process for the agricultural development program
appears to operate in two steps or jhases.

First, cach {ustitution that participates ina partially or vholly
loan fundeld activity submits a Guarterly Propress Report Lo the CAN
secretariat.  The CAN secretariat in turn submits a sumnmary of these
to USAID (and presumably to the Can for prior approval), from which the
USALD prepares a Quarterly Loan R(",)()rl..l This is the first step or
phase, anl csnentially consicts of a resource atilization rejort, i.ee,
an "evaluation'” of disbursenents, orpanizational and porsonnel adjust-
ments, cte. Basically, it follows the traditional exboension servicee
pattern of reporting dotails of dircet and intermediary inputs into a
process of service Lo farmers.

The second step or phase is the preparation of an annial conpre-
hensive "Evaluation' Report preparaed by an externil group for the inter-
nal use of the MaG.  Three aiuch reports have been proepred to «1::[.1-,2 the
first having been done hy a Costa Rican copsulting i and the Tast twoe
by the American Teehmival Asnistance Corporation. uti liziug both Costd
Rican and US staff.

The [irst cevaluation was rade at the carly stages of the program,
and now is someshat outoof date. We have found that the 1972 and 1973

ovialuations have o considerable amount of pertinent information.

1 The Tatest being for the period April-tune, 1973, The third quarter,
19779 report is in processh,

2 The tatest (1973) g arill in draft form,

Referred to here as the "Evaluations,”
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The evaluaticns go into detail concerning the organizational
changes, institutionalization and coordination efforts and problems.
We consider the insights provided by the evaluations on these aspects
to be realistic enough that there is no need to report them in detail
here. The evaluators are to be commended for their work im this re-
spect .

However, we find some difficulty in accepting their rationale for
the existence of certain problems, and their recommendations as to how
the COCR might cope with them.

Qur concesns are as follows:

1. Relationship between the stated objectives and strategy of

the program _(»/\_]')_PA)_ _‘l-n_d’ the eva luation framework used

e

The third evaluation states the objectives of the program as
fo]lows:] "Develop and execute a coordinated sector program to trans=
form the Jomestically oriented small farm sabsector from its traditional
systems and methods to highly productive modern svstens and methods,
thereby () improving small farmer incomes and rural living levels, and
(h) facilitating a greater contribution of the subsector to national
developront.

' This objective is further specified as follows:  Expected program
results are:

a.  Improved incomes and improved living levels for thousands of
farm fanilics (with resulting increases in demand for consumer goods).

b. Creation of a new and dynamic source of increased national
producti:n,

¢. An Increase in enplovment opportunitices and improved salaries
in roral areas,

d. CGreater contribution of agricultural sector to balance of
pnym(-nt,s:.?'

The strateps also is reviewed by the evaluators.  They conclude
thit the ADP otratepy i based on a diagnesis of the sector which found
that there were a number of interrcelated factors restricting the develop-

ment of the cmall farm subsector:

Falen fron the Loan bocument, 1,02,
Taken from the so-called "Green Book," page 19, This {s o document in
Spanish which fo basiecally a direct translation of the AID Loan paper,
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a. Small farmers producing for the domestic market continue to
use traditional production methods.

b. Small farmers have little knowledge of modern inputs and
methods and are not convinced of their value.

c. Small farmers receive little or no support from Covernment
institutions or the banks.

d. Small farmers frequently do not have title to their land,
resulting in little incent ve to improve it.

e. Market faciliticvs for small farmers frequently are inadequate.

f. Population pressure makes it very difficult for the small
farmer to obtain l!and that is apt for cultivation.

The strategy is designed to attack the shortcomings in an interrelated
manncr.

The key element is to educate small farmers in modern agricultural
methods, conceived in terms of (a) defining what and how they can pro-
duce, (b) provision of extension services to carry this knowledpe to
them, and (¢) assistance in the form of improved access to land, credit,
inputs and markets.

Two interrelated processes are said to be involved:

a. Establishment and improvement of necessary institutions for
directly and individually providing to small farmers the forms of assis-
tance described.

b. Considerable emphasis is required on thie coordination of the
work of all of these institutions, at the national, regional and local
levels.

The Evaluation Beport goes on to specify that the cvaluation is
based on the objectives and goals of the pro;;r;lm.2 llowever, the rest
of the repert deals almost entirely with an evaluation of the progress
of the two steps of the processes set out above, i.e0., to what eoxtent
hias coordination heen achiceved among them,

! Seve Draft paper "Propras de Desarrollo Apropecuarto, Informe de
Evaluacion, 1972-73" ATAC, Chapter 1y A and By pp 1 and £, October 1473.
Wee consider this to be a suceinet and fair statement of objectives and
stratepy of the AP,

v

See fhid, I1, p. 3.
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Essentially, then, the evaluations deal not with the objectives,
but with the plyg:iigg.l

To be sure, the evaluators specifically recognir~e the need to
evaluate in terms of the 'real" objective, i.e., what is happening to
the cconomic condition of the small farmers. llowever, they dismiss it
as being possible only on the basis of subjective evidence, and make no
recomnendat fons to build into the ADP an objective system for evaluating
cconomic impact.

At another point in the third evaluation report, the evaluators
discuss the problem of inadequacy of roporting.3 They indicate that
reports from the involved institutions limit themselves to information
on resource utilization in projects where AID loan funds are involved.
This makes it impossible, they say, to evaluate in terms of impact on
production, farm income, etc.

The recommendation resulting from this observation is that cach
{nstitution should carry on continuing studies in "operations research"
(investigacion de operaciones), with CAN contracting technic:l assistance
in this arca to assist in orienting certain institutions.

We are not surc what the evaluators had in mind when they referred
to "operations roscarch." We are fairly confident, however, that what is
needed with great urgency is a joint (or delegated) effort to do sample
farm level survey work that will show chauges in 1) range, level and quality
of scrvices received by the farmer, 2) production and productivity, 3)
fnput use, 4) net farm incomes, 5) absolute income pesition of farmers,

minimur living standards, and 6) employment generated, etc.

1

This also is true of the recent sample survey of small farmer banking
elients, the preliminary results from which are presumably to become a part
of the latest Evatuation Report.  This surveyv, as discussed in Chapter 4 ap-
pears to have been designed, not so much to see to what extent the stated ADP
objectives are Leang realized, as to determine what the characteristics are
of the farmer proup being reached by the ALD propram as opposcd to t he SBN
program, an, a. between banks. It docs not measure program jmpact on farmer
fnput use, practices, production or income. 1t might, however, scrve as a
base for determining future impact,

2 Op. Cit., Chapter II, B, 4, P, 17 and 18,

Op. Cit., Chapter T1T, C, 2, a. (third page of referenced section of
the report).
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We were unable to find any such recommendition, We submit that
until such a continuing analytical system is implanted, evaluations can
do no more than suggest what appears to be good, bad, weak or stronp about
organizational changes and coordinatioen efforts. These are of importance
in connection with making judgments as to improvements in management and
administration but they are of little utility in determining whether or
not the program is benefiting the tarpet proup.

2. le!_(.’_I_““_]_L‘__O_f__S:\N in Scctor Coordinat in_n__z_l_nfj__]{]_:_1_11_11~i}1_;_:. The

Evaluations rightly deal at sume length with the progress and probtems

of intra- and inter-institutional coordination and planning. The c¢valu-
ators are concerned that the invelved institutions are not providing CAN
with an informational base (reports on progress and resolte) that will
allow it to coordinate and plan for the scctor as a whele. They point

out with concern the fact that reports deal only with resource utitization
for those projects receiving external loan Assistance.  The solution pro-
poscd by the ecvaluators is that the CAN sceeretariat be (‘ll](ll;‘,vd] and the
institutions be ordered by CAN to give them infermatics on other aepects
of their programs. Several additional recommendat ions are oriented toward
strengthening processes of planning as an activity within the CAN-CANclto-
service institutions complex.

We are convinced that the tenor of these recommendations, while
apparently attacking the problem, ignore o basic fact of life with vegard
to the entire CAN organicational structure, the ADP operations, the re-
lated reporting and evaluation system: All this essentially is a superstructure
which exists for the purposce of monitoring external agricultural loan and
loan counterpart utilization. CAN exists by Exceutive Order (not through
legislative authority). That order delegated to OA0 the responsibility for
advising "the government and public cntities in the formulation of National
Agricultural policy and in the coordination of the execution of apricultural
programs and plans.”

That official responsibility obviously is not planning responei-

:

bility for the .cotor, nor is it cven a responsibility for coordinating

the planning of otherss it is the (ry_u.rf_(l_i_n‘:l_t_i_u_lL_(lf*g.).cﬂ:.!1'l'i_0~n. of plans,

op. Cit., Chapter 111, €, 3, b.
Op. Cit., Chapter 111, B, 2.
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The institutions of the sector, including the MAG, look on CAN as
a coordinating mechanism for execution of the ALD/BID loan programs; fur-
ther, they look on those programs as being co-extensive with the ADP. Our
conclusion is that the ADP is understood institutionally (within the GOCR)
as a seot of activities which AID loan funds are assisting to finance, that
the reporting requirements and evaluation process are considered to be a
part of the program, and that the CAN-CANcito organizational setup is for
administrative control and coordination of that program.

It appears to us that the image of the CAN structure will be ex-
tremely difficult, if not impossible to shift from what it is now to what
USATD and the CAN sccretariat would like it to be, i.e., the moving force
behind integrated substantive sector planning and coordinated implemen-—
tation of those plans.

Tere are a number of reasons why such changes will be an up-hill
battle:

1. Coordinated implementation is impossible without integrated
plans, c¢xecept in a very loose sense, i.e., '"where we happen to be comple-
mentary, we'll work together; where we aren't-we won't." O0f course,
at the regional tevel, the so-called " coordination” by CANcitos can serve
as a kind of "lobby" vis a vis the various central lheadquarters, just as
the CAN coordination can improve the agriculturce lobby at the national
level. These, of course, arc usceful, but not sufficient, improvements.

2. Given the hypothesis that integrated plans are the forerunner
of oordinated implementation, and given the policy advisory role attri-
buted to the CAN by the Exccutive Order, it follows that the CAN will be
able to do little more than play a promotional role in the planning area.

3, fven if CAN becomes successful in obtaining legislative approval
of the orpganic lawv it is proposing, the problenm of integrated sector plan-
plup is not resolved. Such planning depends upon the existence of a common
or uniform analytical base, the creidtion of which regquires a4 process of 1)
cont invous data pathering about the gocio-cconomic conditions of the sector,
and 2) coherent and continuing anatysis of such data in terms of (a) iden-
Lification and measurement of problems (obstacles) related to balanced
growth within the sector, and (b)) identification, and quantitative measure-

ment of alternative policies, programs and favestments for overcoming
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appropriate roles of each office be strengthened, without undue encroach-
ment by onc upon the domain of the other.

In particular, we would urpe consideration of strong USAID assis-
tance to the MAG, Division de Planificacion y Coordinacion, cspecially
the Oficina de Estadistica y Estudios to the eoxtent it wishes to become

involved in planning analysis as distinguished from a planning process.
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CHAPTLR 4

DESCRIPTION OF PROJECTS AND ACTIVITIES

1. AGRICULTURAL SERVICES PROJECT

The Agricultural Services Project consists of seven activities
described below. The annex to the CAP states that the objective of the
project Is the provision of "a public sector institutional framewerk
organized and provided with the necessary resources Lo carry out a program
whose small farmer focus places a heavy burden on puhlic planning. pregram-

' fach activity has its own

ming, and technical assistance efforts.’
specific target:, goals, budget, and operational plan.

Some changes scem to have been made in the §2.325.000 of funding
to be provided as shown in the loan agreement., The VSAID Quarterly Loan
Report for the period April-Junt 1973 shows $2.459,000 as bheing available
for the project and Anoex D of the IRR for the Cooperatives Development
Loau dated November 1973 and prepared by the USATD shows a total of $2,805.000.
(Sce the discussions of the Coordination and Evaluation and Seed Processing
Facilities activities below.)

A, COORDINATION AND EVALUATION

The USATD Quarterly Loan Report states that, "The purpose of this
project is the establishnent of a central coordinating hody with represen=
tatives from alt the public inetitutions interested in the Apricultural
Sector, having the ability *o organize the many diverae ¢lements of the
Sector program in an effective, viable package which will put within
reach of the small farmer in an efficient and timely manner the services
necded to increase his productivity."

The Loan Agrecment provides 6125,000 in loan fuads for the activity.
Apparently, however, ¢125,000 has heen transferred from the continpencies
ftem inteo it, thus making available $250,000 for the activity. As of
October 31, Y4779, $159,200 had been committoed and $65,000 had becen dis=-
bursed,

To accompliclh chis purpose, there was reactivated by Presidential
Deceree o National Apricultural Council (CAR) to provide a means for coor-

dination of the relevant activitics of fnstitutions operating in the sector
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and for evaluation of the ADP., This role is to be played by establishing
program policy guidelines, determining crop and commodity priority emphasis
cach year, reviewing reglonal plans, coordinating overall activities carried
on in the small farmer sub-sector, and conducting regular program evaluations.
Its poal is to bring about coordination at the National level of all the
various Institutions and agencies responsible for the various phases of

the ADP.  In effect, it was structured to attempt to bring about at the
naticnal level herizontal integration and coordinaticn of the functional
services, (such as research, extension, training, credit, marketing. etc.)
necessary to "get small-farmer agriculture moving" in the traditional

. development sense.,

The CAN was established with the Minister of Agriculture as Chairman
but was not made a constituent part of the Ministry. A study prepared
in connection with development of the ADP recommended that staff services
for the AN he provided by the Plannirg Office of the MAG. It was decided,
however, to establish a separate Secretariat with its own Director report-
ing to the CAN. This decision seems to have resulted from a desire to
have the CAN be truly an interagency body and from salary and other admini-
strative problems which would arise if it were made an integral part of the
Ministry,

In addition to the Minister of Agriculture as Chairman, the CAN
consists ot representatives from the various banks, the Institute for
Cooperative Development (INFOZ00P), the Faculty of Agronomy of the Univer-
sity of Costa Rica (UCR), the Institute for Lands and Colonization (ITCO),
the National Production Council (CNP), the National Planning Office, and

other agencics and private organizations,

B. REGIONALIZATION

This activity contains two major elements, decentralization of MAG
operations and coordination at the regional level of activities related to
the ADP.  As of October 31, 1973, $894,888 of the $968,000 of loan funds
for this activity had been committed and $550,462 had been disbursed,

Reorganization and decentralization of MAG has heen accomplished
by transfer of MAG personnel, particularly cxtension personnel, and related

resources to six regions of Costa Rica, (instead of five as indicated in



the Loan Agreement and eight established in 1968). These zones are
Pacifico Seco, San Carlos, Pacifico Sur, Atlantico, Mescta Central Oriental
nd Mescta Central Occidental. Each regional office iz in the charge of

an extension service Regional Director who, in addition to directing ex-
tension nctivitiesl, attempts to coordinate activities of the various

other MAG Dircctorates (rescarch, administration, livestock. and forestry).

Coordination of overall ADP activities is expected to be provided
by the establishment in each region of a Regional Agricultural Couneil,
(CANcito), which is analogous to and structured along the lines of the
CAN at the national level. The CANcitos are designed to coordinate apgri-
cultural activities of the several repional institutions concerned with
the small farmer suh—sector.2 The CANcito. under the chairmapship of the
MAG Regional Extensinn Director, has as its role developing and planning
projccrs, determining budget and other resource needs. coordinating
activities, evaluating progress., and preparing reports to CAN on all
activities.

CAN guidelines for programs at the regional level deseribe the role
of all entities involved and suggest the methodolopy to be ciployed for
development of regional plans for programs to be implemented.  The ADP at
the regional level is intended to be a vertically integrated, vrop produc-
tion oriented program in a specific region, gmiving cophisis to one, two or
at the most three commodilies.  The "packages of technology' for these
commoditics are to be 'eveloped or adapted in cach ecologien 1 zone. and
the "package: of development' favolving the various functional entities
(marketing, credit, inﬁutﬁ, techmic 1]l assistance, cte.) presumably are to
be provided to mect regional prioritios, capahilitics and needs.  CAN
puidelines establ ished o List of nine basic commoditics, (rice, corn,
bananas, milk cattle, pnrk,’poulrry, fruits, vepcetables and cacao), which
are to be given priority in the ADP. In some instances. regional projects
arce conducted to inciude assistance in commnditics other than theae,
Livestock, for example, has boen selected in the Pacifico Sur arcva.  Other

These inelude programs outside the small farmer sob=sector as well, While
we had no way of determining the proportional mix of small farmer versus non

small farmer oriented activities, it appears that the former predominate,
but with considerable variation between regions,

gee "Plan de Pjecucion,” (873, Proprama de Desarrollo Apropecuaria,
Cor sejo Apropecnario Naeional, Anncx B (Orpanization Scheme).
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activities include such commodities or areas as coffee, tobacco, cassava,
sorphum, plantain, artificial insemination, 4-1 clubs, nutrition, meteo-
rology and soil conscrvation.

AID assistance to the rcgionalization activity has cousisted of
financlng vehicles, tractors, and other equipment for regional extension
centers. IDB has financed the construction of laboratories, offices and
housing for the regional centers. Technical assistance to the CANcitos
is provided indirectly through AID financed advisors to CAN who have pro-

vided assistance to the CANcitos as a part of CAN's operation.

C. MAG HEADQUARTERS

This Activity's purpose 1s to "strengthen the Ministry of Agriculture's
capacity to provide better service to farmers in the field of cxtension.
res.arch, and information so that they can increase their productivity and
living standards." 1In effect, the activity serves as a backstopping source
of information and services at the national level to fill MAG needs at the
replonal level. This activity performs planning and programming support,
assists in coordinating rescarch and extension asctivities, provides for
improvements to soils laboratory services, and has established an Informa-
tion Center. It provides for use of Peace Corps Volunteers, who are
assigned to the Regional Centers to assist in the rescarch program on corn
and beans, in making surveys, and assisting extcusion agents. In addi-
tion to establishment of the Agricultural Information Center. a number of
changes have been wade in the organization of the Ministry as a j1rt of
this activity. A position of Vice Minister was created and a position
of Dircctor of Gperations was established to provide for coordinated
dircection of all the Directorates (burcaus).

AID assistance has consisted of the provision of office equipment
and vehicles to the Inforimation Center and the MAG central office and

teehmical assistance to the Information Centor.

D, GRAIN STANDARDS AND QUALLTY SEEDS
The purposc of this activity is to "attempt to establish the
necessary laboratory services and legisiative and regulatory framework

to assurce the farmer the quality of sceds he plants...and standards cf
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quality for prains produced." Specific tarpets are to establish a combined
sced and prain laboratory through constructing, cquipping, and stafting oi
a facility at the University of Costa Rica to perform seed and grain
analysis services. Sced analysis, bascd upon Seed and Grain Lepisltation
passed in late 1972, is intended to assure that regulations regarding quality
control of seed and grain are enforeed.  Seed analvsis woenld assure the
jdentification ond standardization of foundation, certified, and stock
secd for farmers through the Seed Commission and the National Production
Council's seed program. It is understood from our discussions at the
Mission that the program at the present time consists largely of certifica-
tion of rice secd (957) .

In the casce of grain quality control, loaa rupurlﬁl have indicated
that grain regulations are "pow functioning.' Presuvmablyv, this infers
that the Grain Commission and the National Production Council arce enforcing
quality control standards of the basic grains., We have not been able to
determine if this is actually the case. Due to the very recent completion
of the laboratory facilitics and the newness of the repulations we have
gerious doubts concerning any impacts of this activity on quality, price
and benefit to the small farmer as a result of this act ivity to date. Tt
will require more tine Lo detormine such impacts and the relative importance
of this activity to the overall "packages of de velopment ' appreach.

As of October 31, 1973, 558,008 of the $100,000 from rhe loan had
been disbursed and an additional $41,930 committed., AlD tunds arce being
used for the purchase of laboratory cquipment and for a short training

course tor laboratory analvsts,

k. SEED PROCESSIRG FACTLITY

This activity was financed under the Loan because of the need for
improved seed processing facilitivs of the CRP to receive, dry, grade,
classify, treat, package and store sceds so that their quality will be
maintained until p fanted by the farmers. Provicion of this service 15

expected o encourage prosetion of improved seed production which producers

! Quarterly Loan Report of April=June, 1973
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may not otherwise be able to finance. This activity complements other
steps taken in the chain of events usually considercd essential for assur-
ing pood sced (a sced law, a cortificd sced program, and seed testing
facilitics).

No funds have been disbursed for this activity to date. A report
has been prepared on the proposed seed processing facility at the
CNP. The enpincering design for the facility has been completed and an
architectural and engineering firm is preparing plans and specifications.,
CNP has prepared invitations for bid for the construction of the facility.
AlID funds are provided to finance a feasibility study and plant design,
construction of the main building and storage depots, and machinery and

cquipment.,

F. FOOD TECHNOLOGY LABORATORY

The rationale for this activity, which provides for the construction
of a Food Technology Laboratory Facility at the University of Costa Rica,
is that new production possibilities can be opened up to Costa Rican enter-
prise by testing new and improved methods of processing agricultural products.
Presumably the clientele for this service will be food manufacturers and
atudents who will be trained for later emplovment in the food processing
industry.  The possible impact of this activity on the small farmer will
be indirect at most by providing potential future marketing outlets for
some commoditics which might be produced in excess of Internal fresh food
market requirements,  This activity appears to be somevhat marginal in
importance compared to other elements of the program,

The present status of the activity is that the Food Technology
Laboratory (which is incorporated into the same building facility as
the vad’und Grain Laboratory) is complete and cquipment is bheing assembled
for installation. By October 31, 1973, $57,9%5 of the $150,000 allocated
under the Loan had been disbursed and the vemaining $92,045 had been

committod,

G. AGRICULTURAL CENSUS
The rationale for this activity is to assure that agricultural sector
data is made available so that rational decisions can be made in the plan-

ning of the Agricuttural bevelopment Program. This activity was funded under
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the loan so that necessary data processing cquipment, vehicles and technical
assistance could bo provided to the Census Bureau to plan and perform the

1973-1974 census,  The census was completed during Mav 14-19, 1973 and

information received by cnumerators is in the process of compilat ion and analysis,

This activity was funded by $500,000 of AlD loan funds, ot which
$250,156 were disburscd by October 31, 1973, An additicnal $50,179 in
loan funds have been committed Yeaving a balance of $199,977 uncommitted

as of this datce.

[1.  AGRIGULTURAL, BDUCATION PROJECT
A. FACULTY OF ACRONOMY=TECHNTCAL ASSTSTANCE, UCR

The rationale for the support of this project under the scetor loan
wis the need to provide specialized agricultural techinicians to plan and
exceute national .‘md repgional programs 1n agriculture.  Such technicie
would be the product of efforts to enlarge and improve the education and
rescarch prograre. of the Faculty of Apronomy of the University of Costa
Rica by means of technical assistance,

ihe overall nhjv(‘livvl wias to "groatly increane the nuther of
university-trained agricultural professionals available to p Ybic and
private apgricultural institutions.,' More specifically it owas to assure a
supply of agricultural scientists {n sufficicent nuzbe s and gquality to
sapply the Ministry of Agricutture's needs, Speci, e targpet numbers of
professionals were not catablished in the CAP, except that rention was
made that only 15 percent of total roquirements of 109 such professionals
necded anneally were sraduated in 1970 and that by 1974 = 40 graduates
anndal ly were anticipated. By 1975 = 700 studente were esipectod to o be
enrol ted in the Faculty of Agronomy.

AlD funds for strengthening the TFaculty of Apronony werc allocate”
Lo a scholarship program (S400,000); a technical asnslistance contract
with one or more .5, aniversities to develop curricula, train faculty and
assist in rescarch (5625,000); and cquiprent for the Faculty of Ay ronamy

($175,000); for a total of $1,200,000 for tunling until December 1975,

Costa Ricat Agricultural Development Program, ATD=LLC/P=-916 (Ref.).
Section L.
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The total 1973 GOCR Budget for the Faculty of Agronomy and related
experiment stations was §3,182,110 ($374,365).

As of October 31, 1973, §79,295 of the §1,200,000 of loan funds
had Ybeen disbursed and an additional $780,705 committed.

Difficulties arose carly in the project in connection with the
nepot iation of a contract between a U.S. university and the Univuersity
of Costa Rica. The USAID states that problems have been resolved and
that technical assistance as being provided.

Since competent and well-trained personncl are a critical clement
in the improvement of the iastitutional base for provision of services
Lo the farmer, the activities which make up the agricultural education
project are jmmediately and directly related to the objective of providing
such o base.  The Divector of the CAN identificd the lack of such personnel
as o omajor bottieneck in the accomplishment of that object ive and supgested
that apriculteral education was perhaps the priority nced in the ADP at

ity present stage,

s, TWO-YEAR ACRTCULTURAL o SICAL SCHOOL

This activity in agricultural education provides support to an
apricultural junior collepe which performs specialized training in agricul-
tural scicaces.  1te outpnt of mid-level agriculturalists is expected to
mecet the need for trained personnel who will be able to work in the
Ministry of Apricultture as extension personnel or in the private sector
in various capacities,  This activity addresses the single largest problem
of the agricultursl ¢ucation systen in Costa Rica - the absence of an
institution to produce mid=level semi-professional personned, cspecially
extennion apents,

The target of (he activity is Lo establish the training facility and
to produce trarood agriculturalists to assist in the overall ADP. While the
Evaluation Teaw did not have adeaate time during the study to visit the
training facility, we anderstand that this activity is progressing W 11
and on schedule, including disbursements under the loan.  The tirst 48
students have sraduated and are eaployed or are planning cont inuation of
their education at a higher level,  Four work in the MAG, four in the CNP,
six in the banking system, ten in provate enterprise and the remaining

are either teaching or pursuing further study,
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111.  COOPERATIVE DIVELOPMENT PROJECY

This project provides $3,550,000 in loan funds and $2,400,000 in
counterpart funds to be administered by the Couperatives Department of the
Banco Nacional de Costa Rica.

Five million dollars of the total funding is for credit to be re-
lent to agricultural cooperatives (cither federations, unions of cooperatives,
or individual cooperatives), consumer cooperatives and the Savings and
Loan Cooperatives Federation. The latter institution is the only one
allowed to relend, through rural credit unions, to individual farmers for
production credit., All other lending is to be for financing cooperative
facilitics, such as storage, working capital, transportation equipment,
ete., except that farmers who hawve crops stored with their cooperative may
receive loans on the stored crop.

Six hundred thousand deilars is to be used for technical assistance
and training, $250,000 for operating expenses, and $100,000 for equipment,

By Junc 30, 1973, A1D disbursements totalled 61,245,483 and the 50CR
had paid in 1,550,585 colones (approximately S18 L000) . The April=June
1973 Quarterly Loan Report shows that for 1973 there had been approved
foans totalling 5,422,261 colones for agro-coops, 2,715,230 colones fer
credit unions (apparcently rhrougl, Fedicredito), and 700,000 colones for
consumer coops, for 4 total of approved loans of 8,837,491 colenes (about
$1,040,000). The cumulative total for sul=loans was shovn as 16,510,903
colones (almost $2,000,000,.

These data above provide little base for knowing what this credit is
for. There is no intormation as to how much of Fedicredite's money goes

to farmers as pre Jtion credit” and how much 15 invested 111 ocooperative

1

This department has been sonverted into an independent institute (INFOCOOP)
as the re.ult of recopmendations made inoa study which was required as a
condit ion precedent to disbursenment of loan funds to this project,

The only information found was in the Jan=far 1973 Loan Report that
stated that amony the loans i one to Fedicredito tor 2,715,230 colenes
(about 177 of total loans) for expansion of the "dircected production
credit prograe.”
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or group problems. In contrast the IRR, (Sce below) for a new loan proposed
as a follow-on of the Cooperative Development (Loan-022) project specifies
that the target group is the same as that of the General Credit activity of
the (022) loan. The IRR states that the purposc of the loan is to encourage
small farmers to participate in cooperative organizations to resolve their
common problems.

In spite of our inability to provide a meaningful evaluation of
experience under the cooperative development project, we are convinced
that an appropriately structured and focused cooperative development project
could cerve a useful purpose in the ADP, First, we are convinced that it
is appropriate to test a number of ways of providing the small farmer with
the services he needs. Cooperatives may be one way in which such services
can be provided cffectively. Second, we point out that the experience cf
underdeveloped countries in attempting to increase agricultural production,
productivity, and income through programs of agricultural credit and technical
assistance provided, administered, ard coordinated by governmental and
other public institutions, and assisted by AID and other assistance provid-
ing institutions, ias not been such as to permit unqualificed optimism as
to the probability of success of such programs. Certainly the experience
is much better in those cases in which private organizations motivated by
the incentive of making a profit out of the production and marketing of
commodities produced by members (and in some cases with the added povernmentail
motivation of urgent national necessity as in the case of countries such
as Japan, Taiwan, and Korea) have provided an integrated package of technical
assictance, ivput availability, marketing services, and credit to their
members. A cooperative project, it appears to us, could be constructed
on the model of the second approach and could serve as a means of testing

such an approach apainst the first,

V. MARKETING PRO.ECT
A.  MANAGEMENT STUDY

The conduct of a study of the management of the operations of the
National Production Council (CNP) is one of two activities whichk make up
the marketing project.

A study conducted jointly in 1969-70 by a tcam of Costa Rican and

U.S. technicians concluded that the private agricultural marketing system
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in Costa Rica was reasonably efficient and adequate. The primary means
of government intervention in the market is through the CNP which is
mostly concerned with the marketing of basic grains. 1t fixes support
prices; buys, imports, and sells grains; and maintains and operates storage
and process.ng facilities. While some deficiencies in government marketing
operations were identified, it was apparently felt when the ADP was being
developed that most of these were being adequately addressed. One concern
was, however, the fact that the CNP was losing money on its operational
programs. A study of the management of its operations was thus included
as one activity in the ADP,

That study, which has now been completed, consists of several volumes

including studies of ecach of the following aspects of the CNP's operations:

a. Modernization of the grain silos;

b, Feasibility study for the sced processing facility;

c. Retail Outlet Evaluation Report;

d. Review of basic grains policies;

c. CNP agricultural services and Credit Guarantce Study;

£. Grain standards and controls, and a ten (10) year projection
report.

Consistent with the approach of making the improvement of the opera-
tion of existing institutions the major purpose of the whole program financed
by the AID loan,the study is aimed mainly at administrative procedures,
physical facilities, and management and personncl supervision and control.

We understand that the possibility of a loan for assistance in improving

the national marketing system is being considered.

B. GRAIN STORAGE AND HANDLING FACILITIES

Apparently it was felt when the ADP was being developed that the
program might have such an effect on yields and total production of grains
as to require increasced efficiency in CNP's handling of basic grains and
some increase in its grain storage capacity. The AID loan thus contained
$750,000 for the purchasce of equipment for handling, drying, and storing
grain at CNP's central storage plants and for constructing and equipping

a new drying facility.
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Since the conduct of the CNP management study and GOCR reaction to
it was made a condition precedent to disbursement for the storage and
handling activity, no loan disbursements have yet been made for the activity,
With the recent completion of the management study, plans are progressing
for preparing designs and letting bids for construction.

The management study has resulted in some adjustments in the original
plans for expansion of facilities, particularly the plans for expanding
storage facilities in San Jose. Apparently these adjustments have resulted
in a reduction of $355,000 in the amount for the activity as shown in the
loan agreement and its transfer to the sced processing activity in the

agricultural services project,

v, LAND TENURE PROJECT

A. LAND TITLING

Two million seven hundred thousand dollars of the AID loan, plus
$1,200,000 of GOCR counterpart financing, is provided for titling and
cadastral work., Two million five hundred seventy-five thousand dollars
of the loan is to be used to finance a contract with the National Geo-
Braphic Institute (IGN) for photogrammetric services, and $125,000
for cquipment purchases. Over the four-year life of the project, the Titling
Department of ITCO is to carry out a cadastral survey on 660,000 hectares
with titles being clarified and granted where required. An estimated
25,000 families will bhe benefitted.

Farmers receiving titles will pay dircct costs involved over a
three-year period. These vary from about $18 for the first hectare to $1
for cach hectare Hver 100 hectares. fThe fund generated by these payments
will be used to finance titling work in other zones,

The project was justified for inclusion in the sector program on the
grounds that the small farmer must have registered title to his land if he
is to have access to credit, since the banks require a land mortgage for
most of their credit activities. Further justification is that with
registered title the farmer assumes less risk when he invests in his farm,
Perhaps another justification would be that clear title is a prerequisite
to development of an active land mirkct, especially for consolidation of

small units.
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By August 31, 1973, ITCO had registered 4,439 titles., This is
approximately 18 percent of the four-year goal. The project appears to
be adcquately organized and functioning rcasonably well., There is some
shiortfall in the provision of survey maps by the 16N under the photogrammetric
survey contract, Although this probably will result in some delay in
meeting the four-ycar arca and titles goals, the matter does not appear
to be scrious,

According to 1TCO records as of August 31, 1973, thev had received
from AID for this project a total of 6,672,870.27 colones and had expended
6,644,797.42 colones under the contract with ](;N.1

Counterpart fund expenditures for 1972 totalled 555,803 colones which
financed the operations of the titling and cadastral division of ITCOz.

Figures for 1973 were not available,

B. GUARANTY FUND FOR LAND PURCHASES

This innovative project is designed to accelerate the private sale
by owners of larger tracts of land to groups of peasants or squatters.,

A $1,000,000 Guaranty fund administered by ITCO is provided for in the
loan agreement, $750,000 to come from the loan and $250,000 from a GOCR
counterpart contribut ion,

The fund is to be used to puarantee to the seller mstallment pay-
ments to be made by the buver group under a land sale contract.  The
scheme was included in the loan because of knowledge of numerous instances
of large landowners willing to sell their land on time (10 years or so0) to
small farmers, workers, cooperative proups or squatters on the land, if
they could be assured of receiving pavrent,

As of Scptember 30, 1973, the Guaranty fund had a tetal deposit of
2,054,274.70 colones of which 1,500,000 were from AID Joan funds, 431,412.00

from ITCO and 122,862.70 from interest earnced from investment of the fund,

1 Sce "Informe Sobre Actividades Realizadas Durante ¢l Mes de Aposto de
1973, "Departamento de Titulacion, I17TCO, 27 Aug 1973,

Sce "Informe Anual de Labores Correspondiente al Afo 1972," 17TC0O, Junio,
1973,
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At that time five groups had purchased farms on land installment
contracts from the seller. The total value of land purchased was
2,035,000 colones, slightly under the amount of the Guaranty Fund. However,
the amount guaranteed by the fund totalled only 1,425,400.00, the difference
being cash down payments and installment payments already made.

No disbursements had yet been necessary from the fund. This may be
due mainly to the fact that such a short time has elapsed that few install-
ment payments have yet come due. ITCO indicated that at least one of the
groups (the first) is having financial troubles. They attribute this to
the fact that the land area purchased was too small for the size of group.
ITCO feels that they had pained sufficient experience to avoid such a
situation developing in subsccuent operations.

With some additional experience 1TCO should soon be able to clarify
reserve levels required for guarantee purpnses, thereby allowing guarantee
levels that are multiples of the amo'nmt of tn~ fund,

It appears to us that the responsible division of ITCO has developed
adequale procedures for processing applications, analyzing feasibility,
avranging production credit and technical assistance, etc., as required
under the terms of the loan agreement. They presently are in various
stapes of processing another 73 applications of groups for participation
in the Guarantce plan,

Experience to date indicates two major problems that will make it
increasingly difficult for ITCO to complete sales agreements and operating
credit arrangements:

(1) The sellers are insisting on down payments considerably in excess

of the capacity of the buyer groups to raise cash among themselves.
Forty percent secems to be what most sellers insist upon as a

down paymcntz ITCO has found that if the seller agrees to a

lower down payment, he inflates the sale price of the land be-
yond its productive capacity, and ITCO cannct approve the sale
since it would not be cconomically feasible for the buyers.

(2) Becausc c¢f the low equity position of the new land-owning group

vis a vis their farm, the SBN is reluctant to provide operating

credit.
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Although the buyer group is required to make the land purchase
as a single juridical person (i.e., they must form themselves
as a legal entity -- cooperative, legal association, corporation,
etc.), they are permitted by the regulations governing the fund
to assign individual plots to their members, if the group elects
to do so. It is interesting to note that of the five groups
presently operating newly acquired lands, none have elected
to make individual assignments of plots.l
Although operating cxperience is ¢f short Juration to date, we con-
clude that the obvious social appeal and possible cconomic benefits to
some rural peasants is such that the USAID should make every effort to
assist the GOCR in resolving the problems described above, We rcecommend
consideration of the following alternatives:

(1) That the Land Sale Guaranty Fund be made available to guarantee
medium-term bank loans to be used for making part of the down
payments to sellers, in those cases where the projected land
debt service capability of the project is such as to cover
both the installment on the land sale contract debt and the
down payment loan re-payments, Consideration should also be
given to the possibility of making some part of the funds
available for loans to cover a part of the down payment. To
the extent that the seller tends to accept a lower purchase
price with a higher down paymrent, the total land debt payment
burden will be reduce!.

(2) That these groups be provided special access to the production
credit Cuaranty Fund during the first two years of their opera-
tion, in order to overcome the hesitancy of the SBN to make
production Tcans to them.

As additional experience is gained, the results shiould be
analyzed in depth to determine the feasibility of converting
and cxpanding the fund into a guarantee or financing system ‘or
sales of smaller tracts to existing small farmers or to rural

peasants without land.

This is of considerable interest in view of the popularly felt notion
that Costa Rican small farmers are fiercely independent and do not tend
to cooperate. The Sub-Director of 1TCO indicaced that ITCO had fully
expected the opposite result.
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It has been suggested that:

(1) The fund must be permanent in nature since the guarantees are
long-term in nature.

(2) The fund should exist as a segregated "trustee-type' account
for psychological reasons, so the seller can see that the claim
he has is backed directly, and not just by a government promise,
This means that the cash must be paid into the fund and that
fund investments must be sufficiently liquid to be converted
into cash quickly to cover any unusual runs on the fund.

(3) The permitted investments by the fund should be earmarked for
loans to small farmers, especially medium term land improvement
loans.

These suggestions are reasonable and appear to us to be consistent
with the objectives of the fund. In fact, we feel that without the first
two, the ability of the fund to function will be impaired. The third
supgestion is consistent with the agricultural development program in
general. However, a system would need to be developed that would allow
the fund manager to maintain top ecarnings from fund investments, consistent
with acceptable risk levels and liquidity requirements. 1f the BNCR were
willing to take on the responsibility of assuring fund liquidity by
borrowing (in effcct) on a demand note for relending to small farmers for
medium term land improvement loans, this probably would be adequate. The
question arises as to whether the BNCR would be willing to borrow from the
fund for these purposes and pay the same rate of interest as can be obtained
from investments in Government bonds (8%). Further discussions with the
BNCR and the GOCR should be in order to determine if a feasible arrangement

could be made.

VI. COMMUNITY ORGANIZATION PROJECT

This project of the Agricultural Sector Program provides support
to community development and municipal development activities at the
national and regional levels., The rationale for its inclusion in the
gsector loan was the recognition of the need for greater participation
of local povernments in rural development efforts to improve the rural

environment, The purpose of the project was stated to be to increase
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the capacity of the National Office of Community Development to provide
training and supporting assistance nccessary to make community development
a stronger force in rural affairs, prepare members to participate in
community development activities and improve the general environment of
cooperation and coordination of national and regional agencies and local
governments engaged in such activities.

While no specific targets were ostablished for the project, actions
anticipated were to decentralize the NODC and its personnel to 12 regional
centers, develop annual p'ans, provide training programs for national and
regional officials and local participants, and provide technical assistance
for socio-economic resecarch and training.

Because of tire limitations our study of the project was restricted
to secondary sources of information. We understand that tae project has
been engaged in organizing the administrative structure for promotion of
the community development activities in general, has developed methodology
and phiiosophy and conducted promotional activities of various sorts
(including radio) to "spread the word.,"

In commenting on a draft of this report the AID Mission states that
"the importance of the rural environment and what community associations
can do for local farmers is the key aspect of the small farmer and agri-
cultural modernization process.' However, it seems clear that any influence
on the farmer's welfare will be indirect and very long run in its impact.
We thus suggest that the priority of the project be examined in relation
to other program clements in the loan and in relation to possible programs
for increasing small farmer participation in associations designed to
benefit him directly as, for example, marieting cooperatives or producer

associations.
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CHAPTER 5

THE CREDIT PROJECT

Prior to development of the ADP, AID made three agricultural credit
loans ($15 million) to the Juantas Rurales Department of the National
Bank. In developing the ADP, however, it appears that it was felt that
additional and changed programs were necessary to (1) increase the number
(which had become static) of farmers receiving credit; (2) increase
the amount of credit going to small farmers; (3) increase the amount
of credit going for short term production loans as opposed to that going
into investment, and (4) direct small farmer credit to priority crops
rather than livestock. In addition, it was desired to make the program
more flexible throush relaxed requirements for security for loans and
through competition among banks as a result of inclusion of other banks
in the program. To accomplish those purposes, a credit project consisting
of a general credit activity and an incentive guarantce activity was

set up in the program,

1. GENERAL, CREDIT ACTIVITY

This sub-project's purpose is to increase the availability of
credit to small and medium farmers and to increase the number of small
farmers receiving credit for production purposes. The sub-project is
financed by $3,500,000 from the AID loan and $3,500,000 equivalent
(23,170,000 colones) from GOCR counterpart contributions

The funds are received by the Central Bank of Costa Rica and re-
lent to the four banks of the National Banking System at 3 1/2% for the
first five years, 2 1/27% for the second five and 3 1/27% thercafter. The
banks lend to small anJ medium farmers at 8%. No AID funds are to be used
for coffee, cotton, sugar cane, beef or bananas. Priority crops and
products include basic grains, fruite and vegetables, dairy cattle and
products, and poultry and eggs. A list of crops eligible for credit
is developed annually through the CAN mechanism and approved by AID.

the four banks operate throughout the country via some 90 branch
offices, with the BNCR being by far the largest (about 27,000 agricul-
tural loans as compared to less than 8,000 for the other three banks

combined).
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Disbursements of both loan and counterpart funds took place rapidly.
By May 31, 1972, virtually the full colones equivalent (23.2 million
colones each) had been disbursed by AID and the B(‘,CR.1 By October,

1973, according to the October, 1973, ATAC Evaluation Report, 51.5
million had been relent to small and medium farmcrs.L Additionally,
loans to small and medium farmers under the banks' own programs had
inéreascd considerably as evidenced by the fact that total credit to
small farmers increased from 183 million colones in 1970, to 367 million
colones by Octover, 1973,

By far the largest amount of credit has gone for the production
¢f rice. Dairying is next in size in terms of amount of credit extended,
Corn comes in a very poor third. Other crops have received almost negli-
gible amounts. In terms of numbers of loans, corn is in first place.

The Central Bank imposes a system of '"topes" (upper lending
portfolio limits) on certain categories of loans, and leaves other
categorics without limits. Small farmer credit has been open-ended.

This undoubtedly has influenced considerably the recent rapid growth of
the small farmed credit portfolio within the SBN (National Banking
System).

Loan conditions require that the SBN increase its loan portfolio
for small farmer credit by 5% per year. The SBN has far cexceeded that
figure. Data shows that for the period from December, 1976 to October,
1973, outstanding loans to small farmers incrcascd from approximately
$22 miliion to $43 million, a 95% increase. AID loan funds accounted
for only about 16% of that amount of increase. Further, small farmer
credit increased as a percentage of total agricultural credit. AID

progrosé reports show an increase from 117 in 1970 to 217% in 1971

The program called for 23.2 million colones from AID and the same amount
from the Central Bank. Since ALD disbursed at the highest current exchange

rate, and that changed from 6.62/$1 to 8.5/$1, AlD still retained $600,000
at this date.

This additional amount apparently has come from initial use of the Incentive

Guaranty Fund for general credit, and from the excess authorized dollar loan
funds now approved for use in general credit. See progress report Apr-June, p.
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to 267 as of June 30, 1972.}

Also, figures in the progress report indicate that more small farmers
are being reached. In the AID financed project, out of about 1,500
loans made to small farmers, about 550 (36%) were to clients listed by
the banks as new clients.

In summary, it would appear that the purposes stated in the loan
documents have been achieved:

(1) Availability of credit to small farmers has greatly increased;

(2) The number of small farmers receiving credit has increased,
It appcars that lack of resources for small farmer credit was not a
significant constraint on the achievement of such results since the SBN
provided 847 of the increase in lending to small farmers. However,
persons involved in the program indicate that the AID loan acted as a
catalyst and was a necessary element to bring about such increases.

In 1973, AID financed a survey of SBN and AID funded small farmer
credit program clients, An adjusted random sample of 617 credit users
was drawn, including clients of all banks in all regions (where appro-
priate) in both programs (regular SBN small farmer portfolio, and the
AID financed program). The survey rcesults give some detail on charac-
teristics of AID/SBN clients and other S$BN clients. On the basis
of size of farm and gross capital, a relatively large proportion of the
farmers tend to be medium sized instead of small. For example, 38%

(247 for AID/SBN clients) have more than 20 manzanas (35 acres), 457%
(307 for AID/SBN) have gross capital of more than $6,000 and 25% (127%
for AID/SBN) more than $12,000; average net iamily incomes run close

to $1,000 pcr year, with ranges from negative incomes to over $20,000).

By comparison, 17Z (247 for AID/SBN) of the borrowers had farms
of less than 2 manzanas (3.5 acres), and 177 (28% for AID/SBN) had gross

capital under $1,200.2

! Sce Progress Report, April-June, 1973, p. 41, And "The Agricultural
Credit Project of the Agricultural Sector Program of Costa Rica,"

A. Brown, AID Spring Review, Vol. II, February, 1973, No. SR 102, AID/W,
p. 39.

Preliminary results "Survey of Clients of the National Banking Sys-
tem, "November, 1973, USAID/CR. The "Gross Capital" figures are shown as
"gross income." However, when compared to the computer printout, they
appear to be figures for '"gross capital' ("Capital Bruto"),
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About 25,000 small and medium farmers receive loaus from the national
banking system.1 The 1973 census shows some 79,000 farms, There are
an estimated 65,000 rural family dwellers on plots too small to qualify
as farms undcer the census definition. This latter group is not excluded
from the small farmer target group cf the credit pregrams., Of the
79,000 farms, some 15,000 are estimated ro be too large to qualify (total
debt in excess of §12,000), Thus, theoretically some 129,000 farmers
would constitute the target group, Of course, a large proportion of the
65,000 small plot holders probably raise only a garden, and are essentially
rural workers.

Nevertheless, it would not be unreasonable to estimate the target
group at 100,000 farmers at most. On this basis it might be estimated
that roughly 25/ »[ the target group is being rcached by the banxing
systen., It may be that the effective target group is smaller and the
pereentage reached higher. This is undoubtedly a great accomplishment.

Unfortunately, however, it is not possible to rcach counclusions as
to the ceffects of the program in income and production terms or as
to whether funds might be more effectively spent on different types of
programs. The initial studies did not provide the analysis or objective
criteris required for selection of activities basced on considerations
of trade-offs involved among altcrnatives. As indicated in Chapter 2
the few studices which have been cenducted of income effects of activities
similar to those included in the ADF are inconclusive,

The 1973 survey of SBN and AID funded small farmer credit program
does not provide information whieh is helpful in appraising the extent
to which credit affects the economic condition ot the user.

A study was made in 1966 of 193 small farmers who were clientg
of the National Bank of Costa Rica. These farmers were selected by the
branch banks from among those c¢lients who had borrowed for at least
five (5) years. Thus, high risk borrowers and sporadic credit users

were eliminated.  An attempt was made to determine the resulting net

1

There are more tutal loans made to small farmers, but many receive
more than one loan (e.g., a ciop production loan, and a livestock loan).
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worth chauge from 1955 to 1966 for this "elite" small farmer clientele.

On the avcrage, the net worth was $4,973 in 1955 and had increased to
$14,625 in ]966.l This change apparently is in current colon equivalent

1f so, price increases have net been accounted for, Further there ic no way
to determine to what extent net worth was increased through investment

of off-farm in(‘omc.2 What can be said is that for this sample of those small
farmer clients that showed themso.ves successful over a five to ten

year period, net worth including any on-farm investments that may have

been made from off-farm income, almost tripled.

. 3 . . .
In contrast, a 1964 study by the Central Bank led that institution

to the conclusion that in general (except for coffee) small farmers
who had been using bank credit for twenty (20) years or more had not
increased their incomes at all. The bank concluded that this was
because the credit did not result in productivity increascs.

A recent ruarvey by an AID financed IICA management study group
costs doubt on the existence ol positive economic and production benefit
to some farmers receiving credit.A This is not to say that the survey
results are definitive. However, the results from this survey, the 1964
Central Bank Study, the lack of positive responses in national production
of small farmer crops, etc., leads to the conclusion that a first
priority activity under the program should be to iind out., We so recommend,

A continuing survey and study process for finding out should be
carefully designed and the results analyzed in a way that can pinpoint

the reasons for lack of income and production resporse when it exists,

1

See AID Spring Review Study referred to earlier, pp. 43-46.

Recent data, referred to later, indicates that more than 507 of small
farmer SBN customers' incomes 1s earned ot f-farm,

Sec reference in ALD 1973 Spring Review paper by Gonzalez, p. 81,

{ . . .
' Sce Chapter 2 for a discussion of this study.
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previously had expericence in the use of inputs. For the scheme to
work rapidly within this clientele, a considerable amount of technical
assistance time obviously is required. Bank agents and MAG extension
staff have a wide range of responsibilities which limit their ability
to bring more small farmers under this fund,

The manager of the fund indicated that new efforts are being
made to increase the number of farmers under the fund. He feels that
any increase must come from BNCR and MAG staff efforts.

We recommend that the fund be continued for an indefinite period
of time beyond the anticipated three years, and close records be maintained
on performance. At the same time, we cuggest that alternative methods be
explored for making the Ineentive Guarantee fund more effcctive. Examples
of possible alternatives are given below,

The fund might be administered by the National Insurance Institute
as an cxpanded coverage under 1ts regular crop insurance program for
crop loss due to "fuerza mayor." Such expanded coverage would be for
"technology package recommendations' that proved unrcliable and the fund
would pay out in cases where MAG recommended new improved inputs or
combinations of technology did not achieve expected rosults.l

Tt might be used to bring about the use of "technology packages"
on "demonstration farms'" sclected by MAG staff from among "leader
farmers"” of a wide ranpe of small and medium farmer types. To be eligible,
the farmer would be required to commit himself to the entire set of
recommendations, allow access by neighboring farmers to observe progress
and results, and allow field days as appropriate.

Farmers would be selected from among small to medium groups,
using traditicnal to modern technology, where a significant departure
from usual pro:tices 1% to be required. Participating farmers might
serve as a conduit to more rapidly disseminate new technology or practices
onto farm, test new tecinology under varying conditions, and overcome
some existing shortcomings such as lack of adaptive rescarch areas and
facilitices,

A program might be operated through cooperative groups that include
a large proportion of small farmers, with the fund serving an insurance
role at the cooperative 'evel for input payment losses suffered as the

result of farmer member production losses or failures to reach anticipated

) B , ..
Yiceld increases sufficient to cover added costs,
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levels. due to conservative lending policies of the banks. It was asserted
for example, by the Vice-Minister of Agriculture th.* farmers were investing
only about $30/manzana in inputs for improved corn production instead of
$120 because the banks would lend nnly $25-$30/manzana. His assertion is
that the $120/manzana is a reliable level needed for significant produc-
tion increases.

If this is true, then it appears that perhaps both the banks and
the farmers now using improved inpnts should be induced to intensify
that use greatly., The incentive guarantee fund might be expanded to
cover this type of intensification effort by small and medium farmers
and bankers. Again, a premium might be charged the successful ones.

Since the fund is experimental. necessary resources should be
provided to keep proper records of activities and results .nd for

comparative analysis of results in relation to other program activities.
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CHAPTER 6

CONCLUSIONS

The manner in which the ADP and the loan in support of it was
developed represents a common sense, pragmatic approach which has much
to recommend it as a practical method for analysis of a sector and
development of program strategy and content. In oversimplified terms,
its major clements were (1) a survey and description of the sector and
its characteristics; (2) an identification of those portions of the
sector in which performance was lagging and in which there was a need
for improvement to help the whole sector perform acceptably and to
improve the well being of a substantial portion of the rural population;
(3) a postulation that (a) poor performance in the identified portion
of the sector resulted from the farmers' lack of knowledge as to pro-
duction technology and methods which he should apply and lack of credit
for financing the required kind and quantity of production inputs; and
(b) the primary constraints on providing the farmer with the requisite
knowledge and credit were weaknesses in the organizotion and management
of the institutions involved in coordination among them in the develop-
ment and implementation of programs; (4) the conduct of a series of
partial amalyses to obtain evidence as to the validity of those hypo-
theses and to identify means of removing such constraints or reducing
their effects. While not a part of its conceptual framework, another
important clement of the approach was the use of joint AID/Costa Rican
personnel for conduct of the analyses.

The basic program concept and strategy which was developed is prima
facic logical and internally consistent. If the objective is to increase
production in the sector through programs administered by governmer.tal
agencies, under the circumstances which exist in Costa Rica in which
the larger farmer and primarily export-oriented portions of the sector
arc performing well, choice of those farmers who produce primarily for
the domestic market, and are relatively small in size and yet are not
8o small as to be a non-economic enterprise as the target population is

rcasonable. Similarly, uncertainty as to exactly what crops should be
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produced and as to production responses under varying circumstances

and the openness of the Costa Rican ecconomy system make the decision

to adopt a strategy under which credit, technical assistance, and pro-
duction inputs arc made available to the farmer but the choices as to
their utilization is left to him, a sound one. In a situation in which
the continuation of expanding export markets and hiph cxport prices
could not be considered assured, it was also reasonable to plan to
"take out some insurance” by attempting to increase production in the
domestic market oriented portion of the sector.

If the hypothesis is accepted that the timely provision to small
farmers of credit and technical assistance will increase their produc~
tivity and income, then it is reasonable to concentrate on programs
which will increasce the ability of institutions to provide such credit
and assistance effectively and efficiently and which will expand the
volume of the credit and assistance provided. Some evidence was obtained
in the studies conducted in connection with development of the program
which supported that hypothesis. Further, the studies did identify
deficiencies in the institutional ability to deliver the servicey to
the farmer,

The principal deficiencies we sce in the analytical method used
and the concept and strategy adopted are: (1) Alternative approaches,
cither in terms of means for improving the cconomic and social condition
of the small farmer, or of means of providing him with services considered
to be required, were not analyzed in any depth. It was not possible
to say that the approach adopted was better than other practical ways of
improving the small farmer's cconomic and soctal condition or that the
approach to chbtaining improved delivery of services was superior to other
waye of delivering such services.  (2) There was not built into the
concept and approach an element of skepticism as to the certainty that
the ¢xpected increases in production and income would flow from the
coordinated  provision of credit and technical assistance,  This resulted
in failure to incorporate into the program adequate provision for
evaluation of alternative methods and evaluation of results with a
view to modifying methods or, if nccessary, adopting a new course and
strategy. We recognize that it is plausible to argue that it is better

to get started with a program which preliminary analysis suggests 1s
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reasonable without waiting for time-consuming analyses nf alternatives.

We do not quarrcl with a decision to start on such a basis. We do feel
strongly, however, that when such a decision is made it should be
accompanied by provision for analysis of alternatives and in-depth examina-
tion of the validity of the original analysis and hypotheses as the

program procceds. This is particularly true when, as in this instance,

the original analysis was not wide-ranging and in great depth nor
completely conclusive, and when experience with programs in other

countries similar to those developed has not over a period of considerable
Lime been such as to permit confidence as to their success.

We recognize the constraints of time and other demands for re-
sources which make it difficult to prepare, prior to the making of a
loan, a definite, reasonably complete documentation of the analysis lead-
ing up to the program which the loan supports, of the alternatives con-
siderced and the veason: for the acceptance of some and the rejection
of others, of the rationale underlying the approach and strategy adopted,
and of deficiencies and difficulties seen in it, We are also convinced
that the present AlD procedures for considering scector loans arce not
conducive to such documentation., Noncetheless, such documentation, which
was not prepared in this case, is essential to effective consideration of
issucs involved in sector leans, to that understanding of purposes
and objectives which is essential to effective program implementation
and cvaluation, and to the ability to make program changes as experience
may indicate a need for them,

Finally, it appcears to us that it would have been desirable, if
possibic, to have had, in audition to the Costa Rican group working
under an AID contract, personnel from the Costa Rican povernment and
other Costa Rican apencies involved in the program development process
and far more of a leadership role to have been played by them,

The statements of program purposce contained in both regular and
special reports prepared under the propram, the emphasis given by Costa
Rican and Mission personnel in discaissions with thew, the factors being

considered in progress and evaluation reports as indicators of success
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or lack thercof, and an evident low level of concern for and interest

in determining impacts on the participating farmers, all lead us to the
conclusion that in fact and practice the operationally relevant objective
of the overall program has become that which was set up in the annex

to the CAP as being the objective of the Agricultural Services Project,
that is, provision of "a public sector institutional framework organized
and provided with the nocessary rescurces to carry out a sector program
whose small farmer focus places a heavy burden o» public planning,

programming, and technical assistance efforts."”

While the ultimate

goal of the program is implicitly accepted, it has had little operational
significance and the proposition that if a program of providing technical
assistance and credit to the small farmer is operated in an efficient and
coordinated manner, his income and well-being will be improved, has come
to be accepted as an article of faith.

The program contains provision for periodic evaluations of
progress and regular evaluation reports are prepared. The evaluations
are in terms of inputs and intermediate outputs such as funds cxpended,
credit extended, persons trained, additions to staff, etc, Evaluations
have not been extended to cover outputs such as production, productivity,
and farmer income changes or to cover results in terms of indications
of inproved coordination or increased cfficiency. Interest has yet to
develop in extending cvaluations to consider such results and outputs.
Perhaps the following statement from the Country Program Paper cited
earlier is significant in this regard:

"It is recognized at the outset that the long-term objective of
transforming the traditional small-farm subsector to modern, highly
productive practices wéll not be achieved during the four-year span of
loan disbursement., However, it should be possible to strengthen the
national institutional capability to serve the small farmer effectively,
by selectively reinforcing institutions, by providing a mechanism for
coordination among them, and by establishing within them a cognizance
of the need to improve the status of the small farmer."

The functional arcas covered by the 7 projects included in the
program and assisted by the loan are inclusive cnough to provide the

basis for a broad program directed at improving the cconomic position

69



of the target population. However, they are not comprehensive enough
to address the problems of that portion of the population living on
small plots. In addition, while the number of activities, included in
the projects, is large, they do not provide for a complete program in
ecach project.

The grain and seed laboratories, the seed processing facilities,
and the food technology laboratories seem to be activities which have
utility in themsclves. However, they secem to be only peripherally related
to small farmer problems. The emphasis on rhem in terms of relative
resource inputs scems disproportionate to other activities, particularly
in relation to the activity for strengthening MAG headquarters, which
is considered to be of much importance, to which $132,000 of loan funds
is assigned as compared with a total of $995,000 for those three activities.,

The activities under the marketing project, consisting of a CNP
management analysis and the provision of grain drying and handling
equipment, fall short of being an integrated approach to meeting the
small farmers' neceds for marketing services. This is particularly true
in view of the limited scope of CNP's marketing activities and the fact
that the study scems to be related to problems of internal administration
rather than roles and functions to be performed and services to be
provided.  We understand that the possibility of a new loan to assist in
improving the national marketing system is being ronsidered.

The program in implementation has remained basically unchanged from
that contemplated when the loan was made. No new projects have been
added and none have been dropped (although the possibility of new projects
in agricultural and marketing services and cooperatives is being considered).
There have, however, been some shifts in funds among projects. The coordina-
tion and evaluation activity has been increased from $125,000 to $250,000,
and it appears that the sced processing facilities activity may have been
increased by $355,000 and the grain drying and handling activity reduced
by the same amount. There have, however, been delays in implementation of
all projects, except agricultural credit, and disbursements are running
significantly behind the schedule contained in the CAP.  Total disbursements
were projected at the equivalent of $11,655,000 at the end of 1973. As

D

of October 31, 1973, total disburscments amounted to just under $7,500,000.
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Exchange rate changes account for some part of this shortfall. However, it
is duc primarily to delays in effecting the planned institutional changes
and in getting certain projects underway as anticipated. Shortfalls

have been greatest in the seed processing facilities and grain drying

and handling activities on which there have been no disbursements and

the agricultural cducation project on which disbursements have been

less than $80,000 as compared with a projected $1,200,000. About 407%

of the amount projected has been disbursed on the land tenure project

and iust over 507 of :che projected amount has been disbursed on the
commui:ity organization project.

In view of the regular progress reports made under the loan and the
annual cvaluations made of progress in establishing and strengthening
the institutional base for assisting the small farmer (onc of which
evaluations has just been comrleted), we have made no attempt to cxamine
this aspect of the program in depth and thosc reports should be referred
to for information as to specific progress in this area, However, examina-
tion of those reports and our own obserrations convince us that, even
though the program is considerably behind seheduele, subustantial progress
has becen made in establishing and strengthening the institutional base
fer providing services to farmers as was contemplated.  Qur concerns
with respect to that aspect of the program are indicated below,

Our observations and discussions have led us to believe that to
date CAN and the CANcitos have had limited influence in the coordination
of overall ADP activities. A similar conclusion can be drawn from the
IAIAS April 1973 report, "Managemeat of the Apricultural Development
Program of Costa Rica" previously referred to.  That report concludes
that there is no planning or programming at the repional level in which
all concerned orgnaizations participate, ror a propran for joint activi=
ties. We did observe however, that CAR and at least one CANcito were
attempting to develop such proprams,

This situation is probanly the result of many factors, First is
the fact that the reorganized CAN aad the Callcitos are relat ively  new
and require time to become effective.  Second, may be the fact that CAN
has no legal basis for obtalning acceptance of ity propramning and coor=

dination of activities of the institutions engaped in the program, An
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attempt to change that situation is being made with substantive legisla-
tion proposed to establisy CAN's role and function. This legislation is,
however, quite controversial and it remains to be seen what, if anything,
will eventuate from this effort. More fundamental than any of those,
however, may be the fact that CAN as an interagency body is required

to attempt to determine policies and coordinate projrams and activities
of entitics which have their own mandates and autoromy. This probably

is further complicated by the fact that such enti.ies, especially the
banks, are required to serve all segments of agiiculture, not just the
small farmer subserctor, with possihle different demands and priorities.
Finally, there are problems of the effectiveness of internal coordination
within the individual agencies which still further complicate the problem
of inter-institutional coordination, Thus, while we do not despair of

a worthwhile coordination role being played by the CAN/CAlcito structure
and rcecommend continued support of strengthening it, we are convinced
that too much dependence is being placed on its success as an essential
element in the overall success of the program and that there is need for
building inio the program provision for careful and continuous evaluation
rof its progress and for scarching for and experimenting with alternative
programs, the sucdess of which are not so heavily dependent upon inter-
instituéional coordination in planning and implementation., Integrated
progrnmé pperated by existing producer organizations, cooperatives, and
gimilar institutions might be possibiiities.

The other major arca of concern is that of the Ministry of Agricul-
ture itself. The Ministry has been restructured through the appoint-
ment of two Vice Ministers and a Director of Operations in order to
improve internal coordination. However, we have the impression that
much remains to be done to achicve the nceeded depree of internal coordina-
tion. A similar conclusion seems to have heen reached in the TAIAS report
referred to above, A similar impression is also gained from other
reports,

Progress has been made in reorganizing and equipping the regional
offices of the Ministry, However, the director of the regioaal offices
remains a Director of Extension Services, responsible to that service in
the Ministry racher than a Dircctor of Regional Operations responsible

to the Dircetor of Operaticns in the Ministry,
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The program does not contain any activities directly related to
the planning and analysis capability of the Ministry. That function is
being performed minimally and suffers from lack of clear delincation
of authority and responsibility between the MAG and the CAN Secrctariat.

We consider this lack of an effective planning and analysis capability
to be a major weakness of the Ministry and of the program.

AID's assistance under the loan to the strengthening of the Ministry
has consisted of the provision of a major amount of office and other
equipment and vehicles to the regional offices ard swall amount of such
equipment and vehicles and technical assistance to the central office of
the Ministry, primarily to the newly established Public Information Office,
Some technical assistance, apparently primarily in the form of advice or
organization, scems to have been provided under the grant program and
indirectly through the coordination and evaluation activity which primarily
relates to assistance to CAN. It does not appear that any assistance has
been provided in connection with strengthening the role, function, and capa-
bility of the Ministry in connection with planning and analysis. We
consider this to be of at least equal importance to the CAN function
and deserving of at least equal emphasis and even greater support and

assistance,
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ANNEX T

Suggested Specific Pilot Programs

A. Area Development Project
1. Sclect an area within a region that has the following
characteristics:
a. A significantly large proportion of the farmers in

the area are within the target group.

b. Agricultural resources are being used at a level of
intensity significantly below their potential if a
known package of technology were applied for the
different types of productio» existing in the area.

C, The areca is an economic unit in the sense that it is
within the areca of influence of a "Growth Pole" or

set of growth poles.

d. The area is reasonably uniform ecologically
2, Do an economic and sociological survey of the region (all
sectors).
3. Analyze the information to determine the alternatives available

to the agricultural and non-agricultural sectors for equitably distri-
buted economic development., From this analysis, estabtlish ar "area

development plan,"

including investment, manpower, policy and public
sorvice requirements,

4, In conjunction with the private sector, develop an implementa-
tion plan, including organizational structure, and joint and several
resporsibilities,

5. Finance, staff and execute the plan.

B. Government and Cooperatives Services Integration Pruject

At the regional or sub-regional level, scek out those farmer coopera-
tives that appear to be basically solid and viable. Develop agreements
between these cooperatives on the one hand, and government agencies (MAG,
CNP, banking system, etc.) and/or private companies, on the other,
whereby these cooperatives develop "Farm Service Centers" from which

the farmers may receive the full range of supplies, market and other
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services required for assuring production and income increases.,

The concept involved would be that of coordinating services through
a single institutional structure, the cooperative. These cooperatives
would act in effect as the field agents, field offices and local supply
and market point for the government agricultural service agencics, privace
supplic¢rs and production buyers, etc., thereby having government
and national private company activities function at the "wholesale"

level and the cooperatives function at an integrated "retail" level.

c. Pilot Project in "All External Risks'" Crop Tnsurance, through the
National Insurance Institute (with appropriate Government Apency
Guarantee

In a selected region or sub-region, utilize the preduction Incentive
Guarantee Fund in conjunction with normal crop insurance provided by the
National Insurance Inctitute to insure against 1] risks (except farmer
negligence in following instructions or caring for his crop), including
aon-p.erformance of officially recommended technological packages;
coverage would be for added costs of the package, plus value of any
production loss gver the previous year's record of production for the
insured field.

An initial system of premium payments would need to be established,
in addition to service guarantee contracts, ecither with the responsible
government agencies on a priority basis, or their approval of services
to be provided by cooperatives or private sources,

Tvo types of farmers would be insured:

1, Farmers who are moving from a traditional method of farming
to the use of modern inputs and practices,

2. Farmers who have been using an intermediate level of modern

-

inputs, who are moving to a significantly more intensive level of inputs,

D. Expansion of the lLand Sale Guarantee Fund for Financing Farm
Enlargement Yurchases by Individual Small Farrmers

This probably would require generation of funds for land mortgage
financing, at least in part, since many of the sellers might be small
plot holdcrs who are selling out. This might well require some form
Gi bond issue sbonsored by the oCCR or other appropriate governmecat

agency. It may be that ITCO could use its bond issuing power for this
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purpose, Perhaps, initially, while experience is being gained, a pilot
arca could be seclected and the existing fund could Le used to directly

finance such purchases up to a fixed percentage of the total fund.
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LIST OF ACRONYMS

ACA Academia de Centro-America

ACM Associated Colleges of the Midwest

Ap?P Agriculture Development Program

BCCR Central Bank of Costa Rica

BNCR National Bauk of Costa Rica

CAN National Agricultural Council

CANcito Regional Agricultural Council

CNP National Production Council

Fedicredito Savings and Loan Coopcratives Federation
GOCR Government of Costa ﬁica

1GN National Geographic Institute

INFOCOOP Institute for Cooperative Development
ITCO Institute for Lands and Colonization

MAG Ministry of Agriculture

Ofiplan National Planning Office

SBN National Banking System

UCR University of Costa Rica

IAIAS (1ICA) Inter-American Institute of Agricultural Sciences
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