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INTRODUCTION
 

on evaluation studies
This volume is one part of a four part report 


it has been applied in Colombia,
of the agricultural "sector approach" as 


The purpose of this program of studies is
Guatemala, and Costa Rica. 


the
to provide, through comparative analyses of the experience and of 


approache!s and methods utilized in each of three countries, a basis for
 

to the use of an
(a) development of general policy and guidance as 


agricultural sector approach in other Latin American countries, (b)
 

current program and projects and for consideration
possible adjustments in 


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 in Costa Rica
 

its application rather than to evaluate the effectiveness
and the results of 


We have considered our task to be one
of particular projects or programs. 


of studying and oppraising (a) the nature and content of the sector program
 

the analysis used to arrive at and
and its objectives, (b) the adequacy of 


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.
 

to
Our approach in this Costa Rica section of the report has been 


make appraisals in terms of accomplishments or lack of accomplishments of the
 

program in relation to its own purposes rather than attempting comparisons
 

We have

with programs and approaches which have been followed elsewhere. 


to whether the program and analytical
a-cided drawing conclusions as 


than those used in other programs. Instead,
methods are better or worse 


we have attempted to reach conclusions as to strengths, accomplishments,
 

context of the program's own
weaknesses, and shortcomings within the 


purposes and objectives to provide a basis iuu considering future sector
 

strategy, program content, and analytical methods.
 

the other country reports as
No conclusions are reached in this or 


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
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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
 

ol 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 cqtab­

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, of 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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We have thus been
the analytical basis for it.
strategy and program and 


dependent upon a number of sources, especially the Capital Assistance
 

contractors
 
Paper (CAP) and individual studies prepared by the USAID and its 


Similarly there is 
no
 
in connecLion with development of the program. 


We thus
regular reporting of program results.
functioning system for the 


individual reports and documents, usually prepared
have relied upon such 


give some
 
for other purposes, as we were abl' to locate, which mi ght 


two evaluations
 
indication or the st.uggestion of pob,,sible resutIstS and upon 


of program progress conducted by the Government of (ost~a Rica through a
 

contract with the American Technical Assi,,stance Corporation.
 

a first chapter in which major findings and
 
The report consists of 


a number of chapters describing the

summarized;
recommendations are 


and evaluating
 
program and its development, appr ising its analytical base, 


This method of presentation
its results; and a final sumnmary chapter. 


to permit
of repetition, but ha; been adopted
involves a certain amount 


their needs and
 to examine it in such depth as 
users of the repoi 


interest require.
 

the report have been reviewed and commented 
on by USAID/


Draf[s of 


accommodate suggestions, we
of the 1A Bureau. ToCosta Rica and staff 


change:; as we considered appro'priate. 'lThe findings and
 
made such 


two weeks in Costa Rica
 ours. The team spent
conclusions, however, are 

read and interpreted in the 
In November 1973. The report should le 


for examination and observation.
 context of this limited time 
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The evaluation was conducted by a team made up of personnel from 

All) and the American Technical Assistance Corporation (ATAC). Team 

members were:
 

Edmond Htutchinson, ATAC, Team Leader
 

Charleb t., itrie, AID/Latin American Bureau/Office of 
Development Programs
 

James lawes, AID/Latin American Bureau/Office of 
Development Resources
 

Fred Mann, AID/Technical Assistance Bureau/Office of 

AgricIlLure 

the collectiverhe findings,conclusionso, and recommendations reflect 

jtudgment of tile team and are not intended to represent tile official views
 

of the Agency for International leveiopmcnt, 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 

attempt by the (overnmentwhich constitute a comprehensive 

to help the small farmers of the country increase their 

The loan thu; fts AID'; programproduction and income. 

policy emphasis. For purposes of the program a snll farmer 

income is less; than 25,000 colones
is defined as one whose 	 net 

(about $3000) a year. 

with development of 
2. 	 The analysis undertaken in connection 

of the program
the AID loan and the adoption and implementation 

increa:;e in govern­
financed by it has resulted in a major 

in the small farmer ,;nhsectorconcern for conditiotismental 

and In its efforts; to improve them. 

ultimate goal primarily by
3. 	 The program seeks; to achieve its 

farmers and
providing credit and technical advic' to sm.all 

and product marketingby promoting improvements in input 

and in the transmission of research
facilities, in res;earch, 

results.
 

of the program is an mprovement of 
4. 	 While the ultimate goal 

the small fanner, its; medium term and
the well-being of 

operationally relevant purpose is the es;tabl ishment of a 

viable and effective institutional bas;e for providing the 

small 	 farmer with requisite services; and credit. 

5. 	 Reorganization and strengthening of the Mini stry of Agri­

an element in efforts; to provide this; institu­
culture is; 

been placed on
tional base. (;reat empha;is., h"wever, ha; 

various sec'tor entities,coordination of activiti vs; of the 

Council at the national level 
through a National Agricultural 

and a group of regional councils representing the agencies 

at the local level. This coordination of activities 	of 



6. 

7. 

8. 

9. 

operating 	agricultural programs is to be 
public agencies 

reinforced 	by related community 
development programs and
 

arrangements.
agencies coordinated through similar 

in the programby the 7 projectsarean coveredThe functional 

program objectives. If each 
are reasonably related to 

of required actiVties, as a whole 
a full spectrumcontained 

system for bringing
they could 	 conv;titute an inter-related 

the target group.
program of assistance to 

an integrated 


fall short of containing the
 
of the areas, however,Some 


project
for a comprehensivescope of activities needed 


seem only peripherally related
 
and some of the activities 

relatively small, how­
to program purpo!Cs. These last are 


affect the program.
significantlyever, and do not 
have remainedoriginally contemplated

Projects and activitie; 
possibilityd during implementation.basically unchang ' 

(The 


is being
under new 	 loan;
of adding certain new project s 


regular progress reporting, pri-

A system ofconsidered). 


terms of inputs, ha; been installed and is in
 
marily in 

the loan were well 
operation. The administrative aspect; of 


have been carried on effectively.

planned originally and 


about organi­
delays to 	 be expected in bringing

While many 
been experienced

and other 	 institutional change have
zational 

hasof the immediate purpose
and even though accomplishment 


falls in planned budget resources,
from short 	
re­

suffered 

sulting in a lag in the implementation s;chedule, the Govern­

especially
ment 	 to the reorganization,ha; given 	 s;upport 

regional agricultural development centers. 
the creation of 

bodies and facilitiesand the requiredThe ba;ic structure 

of the Mini;try of Agri­
have been establi sht'd, the s;taff 


been

expanded, and it s personnel budget has

culture has 

increa;ed.substantially 

at the national level is well 
While the 	organization process 

the regional operating and coordinating offices 
along and 

are just now be­
has been reorganized, the regional office; 

to undertake coordination activities. There in some 
ginning 
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10. 


11. 


12. 


fully understood
evidence that program objectives are not 


by all agencies and that a satisfactory 
degree of Loordination
 

is not yet established.
 

There has been a substantial Increase In the volume of credit 

number ofan increase in the 
flowing to the target group and 

small farmers receiving credit.
 

of a
Letter No. I requires the es;tabli.shment

Implementation 

Plan for each project
and EvaluationProgram Implementation 


The implementation portion of the plan
 
financed by the loan. 


guide for execution of the plan. 
is to serve as an operating 


targets, in
 
portion i; required to include

The evaluation 

'; 
 for each activity

terms of anticipated accomp l i shment
 

part of the plan. These
 
In the implementationspecified 


project im­
are to be used to evaluate progre ;s in 

target; 


have been establi;hed primarily in
 
Targetsplementation. 


such a; provi sion of funds, personnel, and
 
terms of inputs 

;uch as institutional

and inoermediatv, output.;


other resource.;, 


as;i stance provided,of credit or technicalchange; made, amount 
are being
Revglar evaluations
project objective;.
and siV.ilar 


these targets but provision has not yet been
 made against 


the program in terms of
 
made for evaluating the result; of 

and efficiency or 
either Improved institutional coordination 

appears

the farmers;' production and Intome. It 

of effects upon 
in such termsth evaluationbe a consensusthat there may not 

that It should
if it is eventually required,

is necessa;ry, or, 

be started now. 

of it was the utgrowth
and the loan in supportThe program 

of a group of AID-contracted Cos;ta Rican anid AID 
of the work 


chai rrd and led by the 

econom;t; and agricul tural i.sts All) 

past performance'lhi; group appraised the 
Mission Director. 

and con­it; chiracterisstic.;,;ector andof the agricultural 


for a ;eries of Individual studies
 
ducted and contracted 

market ing, provisioncrop priorities,the areas ofcovering 
credit, agricultural education,

of agricultural, services, 
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cooperatives, land tenure, and agriculture sector insti-


This series of studies, together with other AID
 tutions. 


studies, provided the analytical basis for the 
program.
 

Another study conducted by the Associated Colleges 
of the
 

(ACM) under an earlier AID contract was completed
Midwest 


the series of individual studies.
as 


The ACM study is an overall review of the sector 
which
 

generally confirmed the conclusions resulting from the series
 

On the basis of 	these studies and
 

about the -,ame time 


of individual studies. 


the discussions end 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
 

and annex it describe the
of the program. 	 The CAP the to 

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
 

However the nature and content of
 sociological grounds. 


the studies, the nature and extent of the analysis 
conducted,
 

th- basis for their accep­
the alternatives considered and 

and the precise relationship between 
tance or rejection, 

the studies and 	analysis conducted and the 
projects proposed
 

were not set forth ini any single document. There does not 

a
exist anything which can be characterized as "sector 

analy" s" 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
 

was based.
adopted, and the 	analysis on which it 


13. 	 It appears that preparation of the CAP and its annex was not 

the occasion for establishing priorities among 
pro­

taken as 


As a result the program consists of many
gram elements. 


lesser importance withtout differen­activities of greater or 


tiation as to significance.
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upon which the program is based involves14. The basic strategy 

the following eJemnts: (1) focusing on the smaller domestic 

the target group, with exclusionmarket-oriented producers as 

from the program of activities related to the generally large 

farm and primarily export-market oriented elements of 
the 

sector, and, while not cstablishing crltcria which exclude 

plots from participation in the pro­
the holder of very small 

for Instances Involvinggram, recognizing that (except pro­

most of thisintensive in land use)duction of crops highly 

one half the population engaged in group, which constitutes 

will not be reached; (2) acceptanceagricultural activities, 

of the hypothesis that provision to the small farmer of a 

of credit, technical assistance, and in­
coordinated package 

puts will increase his production and income; (3) while 

advice, credit, and services,
making available to the farmer 

him as the one best able to make the choic-s ,as
recognizing 

to be utilized 
to crops to be produced and serviceq and inpt s 

focus with targets for 
thus not incorporating a specific crop 

were identified 
increase" in production (alhough certain crops 

of the sectorbest fitting the objectives
as "priority ,.rops 

coor­the lack of efficient and 

on loan"); and (4) emphasis on 


other
credit, technical as,;istance, and 

dinated delivery of 

as the primarysector institutions 	 con­
services by existing 

increased production by the target group.
straint upon 

B. APPRAISAL 

The approach used to develop the program was rational, 
prag­

1. 

The 

matic, and appropriate to circumstances I-	 Costa hica. 

profevsionals
joint participation by Costta Rican and All) 

productive inteichange of ideas, made it pos­
provided for 

Rican circumstances,
to relate the program to Costasible 

and supportfor common understanding
and served as a basis 

of the yrngra m . it appears that perhaps greater partici­

have been
of sector institutions would 

pation by personnel 

desirable. 
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The basic program concept, strategy, and design is prima
2. 


facie logical and internally consistent. If the objective
 

is to increase production through programs administered or
 

coordinated by t-2 povernment, choice of those farmers
 

who produce primarily for the domestic market and are 
rela­

so small as to make market farming
tively small and yet not 


the target population is sound.
 an uneconomic enterprise as 


The export-market oriented segment of the sector does not
 

have a great need for the services and it is not unreason­

expect that the
able, under circumstances in Costa Rica, to 


problem of the very small farmer will be ttken care of in
 

a tolerable manner through expansion of the sector and the
 

Similarly, uncertainty as to exactly
economy as a whole. 


which 	crops should be produced and empiasized and as to 
re­

turns under varying farming conditions, the openness of the
 

Costa Rican system, and the well known problems involved 
in
 

bureaucraticly administered decision making in areas in
 

returns and profit are critical, justifies
which economic 


an approach under which credit, technical
 a decision to adopt 


assistance, and production inputs are made available to
 

farmc" while leaving him free to make choices as to their
 

as to what to produce. Such
utilization and decisions an
 

approach also makes it sensible not to establish specific
 

We find those aspects of the
production increase targets. 


approach both sound and refreshing. In addition, it 
is
 

clear that credit and production and marketing assistance
 

must be major elements in any program whose objective is to
 

increase the income of the target 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.
 

3. 	 Notwithstanding the apparent logic and internal consistency
 

of the approach, the soundness and reasonableness of many
 

6 



elements of the approach and strategy adopted, and clear
 

progress in reorganizing institutions and expanding 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) 	We consider it not proved that the provision of 

credit and technical assistance generally will 

increase 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 responses 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 cite a considerable
 

body 	of farmer opinion that u ,e 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.
 

(2) 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
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between the results of crop or producer specific
 

programs run by persons economically involved,
 

or programs such as those arising out of the
 

special necessities 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.
 

b. In like manner we are not sure that it is in fact
 

possible for one agency to plan and coordinate, to the
 

extent necessary to make them fully effective, programs
 

the execution of which is the responsibility of other 

agencies over which the coordinating 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
 

activitie; as an assurance of the ultimate produc­

tivity of the program. In 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 office 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 to 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 streni.thening
 

the planning office, do not seem to have been adopted.
 

We also cite the report of the Inter-American Institute
 

of Agricultural Sciences of the OAS, "Management of the
 

Agricultural Development Program of Costa Ric&", which 

points out inherent and experienced difficulties in the 

CAN, CANcitos, and Ministry operations. 

c. 	Considering the problems mentioned above, we are con­

cerned that there has not yet been built intc the pro­

gram provision for its evalaation in terms of results 

achieved with respect to either improved efficiency in
 

and coordination of the program or effects upon the
 

farmer's production and income.
 

C. RECOMMENDATIONS
 

1. 	 Both AID and 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 administration 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. Keeping in mind this possible 

inability (f the program to achieve the expected results, 

there should be incorporated into it an integrated set of 

management, economic, and technical research and testing 

9 



The purpose should be to de­activities at all levels. 


termine the effectiveness of various program elements in
 

test alternatives,
contributing to purposes and goals, to 


ard to provide for making course and programmatic corrections
 

and changes. Such activities should include:
 

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
 

Such pilot projects
 

a. 


rather tnan a few large-scale ones. 


a part of larger local programs.
can be carried on as 


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.
 

b. 	In particular, a regular program of evaluation 
in terms
 

"fects

of outputs and results, and especially in terms of 


upon the farmers' production and income. We recognize
 

and effect relation­the difficulty of assigning cause 


6nips. 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 in 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. 

2. 	 The Mission should work with the appropriate MAG officials, 

and officials of other relevant agencies, in developing an 

adequate, uniform and non-duplicative continuiQng informa­

tion system for the agricultural sector which can serve as 

a basis for policy and program 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, All) loan and 

grant 	resources and corresponding COCR resturces shiould he
 

shifted into this activity to increase and strengthen it. 

The 	1973 Census can serve as a benchmark for developing 

this 	system.
 

3. 	 As a concomitant part of the previous reconmmendation, the 

Mission should seek to assist in improving the analytical 

capability of Ministry Sector Planning Office. This recom­

mendation is in support of the objective of providing a 

common analytical base for the sector from which integrated 

policy and program planning and evaluation can evolve. It 

is also designed to permit the Mini stry to play a more 

effective rol'e in the coordinat ion of policy rbrohgkt' its 

representation on the CAN. It is pointed out that similar 

recommenda tions were made in the studies of organizations 

in the sector conducted in connection with the original 

development of the program. Accomplishment of this purpose 

should involve:
 

a. 	Accelerating the execution of the University of Costa 

Rica project; 
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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 needed;
 

c. 	Developing a means for permitting the planning office
 

to pay a competitive salary to highly qdalified 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 capability of the Ministry Sector Planning
 

Office.
 

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 efforts to find a
 

means for strengthening the analysis and planning capabilities
 

of the Ministry.
 

4. 	 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-NAG service agencies to 

take place through the CANcitos structures. To this end, 

continued support should be given to recommendations to make 

the Regional Director a director of all Ministry activities 

in a region I center rather than a director of extension 

5. 	 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 

12 



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 organizations6. 
group shouldas an additional means of reaching the target 

Results should be compared withbe encouraged and expanded. 


other approaches as suggested in connection with the
 

cooperatives loan proposal.
 

7. The loan guarantee fund in the credit project and the 

projectguarantee fund for land purchases in the land tenure 

which should be expanded andare imaginative innovations 

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 

countries. 

13
 



CHAPTER 2
 

PROGRAM CONTENT, DEVELOPMENT, AND PROGRESS
 

TOWARD SUBSTANTIVE OBJECTIVES
 

I. SIZE AND CONTENT 

The Costa Rica Agricultural Development Program (ADP) consists of 

seven (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 tle equivalent of $30.9 million over a period of 4 years. The 

All) loan in support of the piogram was planned to be $20 million when the 

CAP was preparod. However, it w#as decided to eliminate $3.6 million for 

municipal development from the agriculture sector loan and to authorize it 

ai a separate loan. Consequently, the actual sector loan is $16.4 million, 

to be disbursed over the 4 year p,riod -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: 

The Size and Duration Of The Loan." In it the appropriateness of a 4 year 

period is discussed and it is indicated that in view of the size ($20 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, All) provides a modest amount of grant financed technical 

assistance (now in amount of about $4L5,000) in support of the program. An 

agricultural junior college is also grant financed. These fund,. finu3rr 

,.4. .. ci trrl:rt loan providingv--i-totn ing the and assistance 

in implem,.ntation of projects financed by it; short term specialists to 

provide assistance in seed, grain, and food laboratory development; mar­

keting, and water man;.gement; 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 

Costs (thousand dollars) 

Projects and Activities AID Costa Total 

Rica 

I. Agricultural Services 
A. Coordination and Education 125 - 125 

B. Regionalization (Extension & Research) 968 5000 5968 

C. Ministry Headquarters 132 - 132 

D. Grain Standards & Quality Seeds 100 100 200 

E. Seed Proccssing Facilities 350 75 425 

F. Food Technology Laboratory 150 100 250 

G. Agricultural Census 500 500 1000 

TOTAL 2325 5775 8100 

1I. Agricultural Education 
A. Technical Assistance to Faculty of 

Agronomy 1200 580 1780 

1ll. Credit 
A. General Credit 3500 3500 7000 

B. Incent ive Guarantee 750 250 1000 

T01 Al. 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 St.,rage, Drying, and Handling 

Equipment 750 750 

TOT'AI. 900 900 

VI. Land T,nure 
A. ILand Ti tl ing 2700 1200 3900 

B. Land Sale Guarantee 750 250 1000 

TOTAl, 3450 1450 14900 

V II. Co mmIII ity Orgn.iza t ion 500 60(0 11 00 

Cont i nlgenc ies 225 - 225 

GRAND TOTAL 16400 14555 30955 
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II. 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 oriented 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 Sector Program, prepared by Albert Brown (one of the participants in 

the original program development 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 as~istance, 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 entrepreneurial skills. 

It then states that the program, "seeks 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 agricultural sector program, is to develop an integrated set 

of institutional arrangements which will. provide the small farmer with 

the services, inputs, and organization which he needs to increase his pro­

ductivity." 
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our discussions with them, all
 
Costa Rican government officials in 


heavily emphasized the institution building and 
coordination aspects of
 

the program as being its operational goal.
 

Ill. ANALYTICAL BASE
 

it were the outgrowth

The sector program and the loan in support of 


of the work of a group of Costa Rican and AID economists 
and agriculturalists
 

leadership and chairmanship of the AID Mission Director.
 
performed under the 


The Costa Rican group consisted of former government 
employees. professors
 

from the University of Costa Rica, and other 
agricultural technicians who
 

orgaulzd a non-profit research institution, 
the "Academia do Centroamerica
 

This series of individual studies provided 
the analytical base for
 

(ACA)". 

areas of crop priorities, marketing.
These studies covered the
the program. 


provision of agricultural services, credit, 
agricultural education, coopera­1 

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


IThe foltowing are .mong the more important of the individual studies
 

conducted.
 

(1) Credit and marketing studies by the Associated Colleges of the
 

(these appear to be the 
same basic material as chapters on 
those
 

Midwest 

subjects in the "analysis" done by this group).
 

(2) A study of coopcratives by CLUSA.
 

(3) An agro-industry study by ACA.
 

(4) Studies of the administrative organization of the agricultural 
sector,
 

I(;A, UN, COCA, AI).
 

Agricultural Information Center, ACA/Economia 
Ltda.
 

(5) A study of an 


(6) A study of Basic Grains in Central America ACM/Economia Ltda.
 

A Legal and Economic Survey, University

(7) Land Titling in Costa Rica: 


of Costa Rica/All).
 

(8) Several production studies by University of Florida.
 

the
 
In addition, parts of a report prepared by the Associated Colleges of 


Midwest under a 1968 AID contract for an "agricultural sector analysis"
 

the loan paper in
the time of preparation of 
were made available up to 


The final report apparently did not proceed beyond 
a draft
 

June 1970. 


form.
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study, "Estudlo Preliminar Para Redactar Una Solicitud De Prestamo a La 

Agencia Para El Desarrollo Internacional" which laid out the main com­

ponents of the program. 

These studies and reports give a useful picture of che aggregate
 

nature of the sector and, in some cases, point out apparent and possible
 

obstacles to accelerated 6evelopment. They contain little quantified
 

analysis, and there is virtually no attempt to quantify the effect upon 
2 sector.
investments in the 


selected objectives of alternative policies 
jr 


They do include some small studies of production responses to application
 

farmer income.
of fertilizer and Improved needs and effects on 


The study by the Associated Colleges of the Mtidwest is of the 
same
 

nature. While it contains little analysis, it does, however, provide a
 

comprehensive description of the sector and its performince.
 

The several studies were not additive in the sense that there were
 

only casual relationships between what one study reported 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 particular was performing well, that the production of 

small, domestic market oriented producers was lagging, and that the in­

stitutional base for administration of governmental programs in the sector
 

was weak.
 

The questions the study group addressed itself to were (1) Did the
 

agricultural sector need assistance at all? (2) If so, at what targets or
 

groups should it be directed? and (3) What kind of assistance was needed?
 

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. It also found, how­

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

One of the more analytical studies was on agricultural credit. [t also 

made several specific policy recommendations, one of which became pre­

conditions or objectives of the AID loans. 
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and other export market producers who were supportd by ample 
credit,
 

systems of technical
efficient marketing systems, and their own effective 


as rice, wire high
assistance, and to producers of domestic cr,,s such 


price supports, considerable technology, and credit 
stimulated production.
 

consumption and
 
The production of smaller farmers producing for domestic 


found to be failing to increase and
 
mostly using traditional methods was 


in some instances to be declining.
 

decided that assistance was needed
 Based on thcse findings it was 


by tie smaller farmer who produces for the domestic market. No specific
 

a "small farmer" was developed, on the assumption that lending

definition of 


determine the target population more prec i.sely.
criteria could, in fact, 


income is
 
In practice, a smaller farmer is considered to be one whose net 


the present exchange rate) a year.

under 25,000 colones (about $3,000 at 


farmer would be elgible for participationthat smallIt ws considered any 

most of som 65,000 per­
in the program. However, it was recognizud that 

holding plots A1 less than one manzan', (about 01nii half the tot li 
ons 

he r,,ltched by the
 
populltion engaged in agricultural act iv 	ities) would niot 

in which it would be possible for 
some individual vas;esprogram except t 


It was
 
them to produce crops highly intensive in inputs other than land. 

adIre s sed to farmers 
thus recognized that the program primarily would he 

It was ideredto make it." con 
who were considered as.''tavin g a chance 

that programs which would increase the productivity 
nd incom' of this
 

farmers would improve social well-bein 	 a;,nd provide a means for 
group of 

of the suictor and the economy. 
sustaining and rurther a ccele rating the 	growth 

, 

It was decided that, while as,;istanc' for c£11e expoft crops, coff'e 

and beef cattlte would be exclude(d, tle program would 
bananas, and sugar, 

cxcpt as thev might be 
not be directed to specific cropi and products 

the att impt would be to make inputs
emphasized In annual programs . In;ead, 

the farmr who ,voldtlien chooseivaiil ab ic toand technical a;si st anr' 
was 

the crops to which he wihecd L, apply them. Similarly, whil,, credit 


tied to
its rise wan not to be 
to be provided for protd"Wtion purposes, 

particular input s. UM such Aiimsatn:is it was dulci iled that the s­

tabli:shinct of speci fic goals or targets for i ucrast' in pro:Iict in was 

not appropriate. 

19
 



It was also decided that the best way to provide this assistance
 

was to strengthen the ability of existing agencies to provide technical
 

this type of farmer, and to make
assistance to focus their efforts on 

specific provision for the expansion of small farmer credit, again utili­

zing existing institutions. 

based on any quanti-
The selection of project- for financing was not 

tative compar ion of alternate means for realizing a given set of objectives. 

No uniform 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 

While one sample survey was conducted forstrongly debated pro and con. 


the purpose of es;tablishing base line data, it was decided rout to provide 

for such evaluation, insofar as we have been able to (leternmine on the 

grounds that any such results would require time to occur and the assertion 

of caus;e and effect cclatioaships; would be tenuous; if not impo-qs-ible. From 

some conversiti om; we h;ive had, and from thu statement s; ippeari ng in many 

of the dotluments, we su;ts;pect 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 nvce, ity of testing or demonstration.
 

1he res,lt; of the variou; s;tudie;s and sita tuneni s of alternatives 

considtlered and the Ia;i:s for dpcis,itms; were noL then, and have not yet 

been brouIght togtLthr into any kind of ovrall r-port 
I 

Within ITSATI), CAN 

anld MAC, thlere is o common "ndect and i ug as, to whlat cons;titute'.c; the 

analytical or didgon,;t ic ba:;in for tl1, ADP and AILI ],an. In fact, there 

seem; to be littl Ie concern over mainta ining. (and ulp-datingj) thina base. 

The CA' include ; a ;ecti 0n titled "lonom ic AnalIV ;" ill which an 

att(elipt i ; m.ie to i 'u;tlI '.the INan ill terms; of the b n it: to t he sector 

ant icilti-'l I b ;riv Or its; Ih l, ;iin; withl a state­trl de d u.s;,.. alalv.;:;; 

m l!IHot "tli pq ;ih,,lei import.ant ilts lyin , the, proposed,rl' tli, n :,,:;t Ind 

ln less;; oni.wislhes; to -,osidor tl, CA' its;elf dh 5;uch. Iii s dornli'nt, as 

iS thl' prest l 11",1110. (of CAP ,AID1, an v palper tut s; in is; ,Idvioici. writte 

us It y a 1(1.1 ri i I t l ln a himii l li ciL nI' v a identifiesnil., I 'm'; lt.rmatyive,, 

colrse!; of at iou-, ll; i i l ln(Ind rea!'l.s; for their aclceptance or rejection, 

.Iod ct I iitut' :;aniauthorit ative and aglree uon sat elsllt of goals, strategy 
anlmd p rogram. 
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project is that substantial productivity and product Lion 	 gains can be 

achieved by the small farmers 	 through the substitution of modern for 

' l projec.t impact ari, madetraditional farming practices. Projections of 

by giving illustrative quantitative results of production trial, ill 

the projectCosta Rica and developing from this "a means of tvaluiting 

as a whol.'.* 

experi nced) he'vnvfit/I] 1'strations given include calculated (not 

4.0(00 heW t.ar e;, showing
cost ratios for a project for rehabilitation of soe 

20 w.;lrs; the resultsratios ranging from 2.4:0 after 'A yars to 9:1 after 

of a test of appl i:at ion of fertilizer to pasture coiiu ' ed bY ;n i.SSn ;ub­

of aninual total
sidia:rv whi ch are stated to show a change in th, ratio 

cost to annual gross revenue from 1:7.3/4 to 1:13.91; i~d f i ld sttdir,,, 

inLte rat i.os of Cost to rpvprlrs I orwhich ar('e reportdci to show c'hlanbes 

enthods" a s compi rid wit h "modt'rnproiuct ion with USC of the "trili t 

of beans and of fromir 1 :1. I')
me thods:" of from 1:1.13 to 1.29 in tle case 

to 1:1.70 in the case of corn. Appirent. ly, t ire,,i, illstr.a ions wer givein 

to m:akL tie point. that. signific:mnt production inncreases 	van rc.,riIt from 

changes in production tchnol , v. We io not find that they ent ered into 

the mal.uil tion of project benefits. 

to he a rough approxima tionThe actuanl calvul atior of wh:it i; stated 

was made by "using an averageof "the productivity if the loan as a whole'" 

cosi /lbencfit rat io deivclo)ed from Costa Rica experiencc, 	 ' It was assumed 

and land titlingthat t le agri,'ultural services, agri cul tura I e ucaltion, 

,,upp,,rt i v, of tht programprojects produced no di rt ct betef its btt wuX'r 

in the calculation.and that their costs.s, but no betnefits, should ,heincluded 

i!y ( ,l,,'!lopm nrtIt was furtler co e;id tced that 	 tih markt ,g aid commu 

of prtodu
from farmiand bank record; showing 

projects shoulthe evalute. sep;atdly (,ppnrmltIv t hi; was :not dMn). 

As ;p l t of those assuimption;, tie calculartion is an ,s imalt ,of thire 

productivity of the credit pro(;r. To do tiisl, an average total o .t/gross 

revvtnit ratio for tortnin crop ; rj, ntes, o lions, tor:ilt .;, arl iW, pealnuts5, 

p ine.ple, and green heun ; ) w.; catl atelaus in|rgd datt a :.id to be drii v\d 

"the valu i ii g',et..t 'l pir 

.d fron 1:1.4, fo peaniutsdollar of input cost.'' Individual ritios ueud var'ic 

to 1:1.80 for pot aL oe. These wee Limp avtrige t Ii)i (p1e ,in utiw, ighidon 


1. CP, '(;ocit; RIca: Agriclitural uhtvlopmnnt Progra," " 	AIl)-l)F,/I'-ql(, p. 69. 
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arithmetic average ratio of 1:1.29 for beans (apparently on the theory that 

not be used for a crop in which it produced less return thancredit would 

it did for beans). This resulted in a figure of 1:1.69. This factor was 

then applied to estimated annual credit extended to obtain estimated returns. 

Cost.: were considered to consist of AID loan disbursements (excluding those 

on the market i ng and conmmuni ty development projects), Costa Rican counter-

These and returns werepart di sbursemrents. and interest on the loan. costs 

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

rate: 

1970 1972 1973 1974------- 1978 

6,701 7,037 7,440 6,902 ------ 2,708Cost; 

11,134Returns 7,589 9,233 11,473 13,590------

*apl),arvnLtly in thousands of U.S. Dollars. 

Total present val u of annual costs is calculated to be 40,213 as compared 

with 87,846 for t'he present value of annu:l benefits. 

A number of comments concerning this anal.ysis seem to be in order. 

at tribution of benefits to the credit program only is practicalFirst, the 

Second, there is no indication that a comparisonbut cons;ervative. was 

iqadt betwe n tlh, characteri stics of the farms and farmers included in 

farm and bank records and those expected to receive credit under the loan 

financed program. In the absence of such analyvsi.s there is little if any 

basis for as;u;niug t hat results would he similar in both cases or, if 

differenti, in w:,o' directions . Statcment: are made in documents relating 

to the progr;am, howver, to the effect that in the past credit has tended 

to go to larger mire iroduc tive farmers. One would certainly expect this 

to be the casp inicircumstances in which providers of credit are left free
 

io minimivp, t heir risks and in which the suipply of credit is limited. If
 

this is the ra;qo, tle data used would tend to overstate benefits.
 

A further ipmnt to be noted is the fact that the lack of weiphting 

In tlie first acalii jo" of an average costw/revluh, ratio gives equal 

we, gi'tI t, all crops re'gardltss of thei r relative importance and that the 

aiverg;Ii 'ngof thIi s witlh a similar ratio for beans givts beann an irmportance 

iqual to that of t,,, Lota! of 7 other crop,. In addition, these ratios 

are, ca lculat ed in t('rms of averay costs and revtn'Hs when for the purposes 

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

signi ficant.
 

that the crops Included inA very significant element is the fact 

the calculation are, first, relatively unimportant crops and, second, and 

products which are emlphasi;c.d in the more significant, not the crops or 

program. Rice, dairy products, and corn, none of whichi are included in 

the calculation, are the only items of significance in the program insofar 

of credit extended is concerned.as volume 

Only counterpart con-We are confused by the way costs are handled. 

Costa Rican costs even though the amomt of
tributions are considered as 


by the many agencies involved in

direct administrative and overhead costs 

the program is significant. Apparently dis;bursements against the AID 

loan are included as costs in the year of disbursement and pavfent.5 of
 

in the year in whicl pacyment
the loan are included as costsinterest on 

to rredit funds provided in Costt; Rica are
is made. Apparently additions 


the year in which they ,i0 providid.

intended to be included as costs in 


make it clear that tiLis
of the calculation does notHowever, the summary 


Is the case and, as best as we can determine, the total of increments to
 

the total Costa Kliean co.ts

credit shown in calculating bunefits exceeds 


total costs. It seems that interest on neitlmr in­
shown in calculating 

of credit funds is included as a cost at all. 
crements in hor on Lie stock 


of interest on the All loans.

This is inconsistunt with 	 the handling 


to conclude from these ohnrvAtion , That the
It is not possible 


ratio between lenefits and costs calculated is too high o(r too ] (,4. It
 

as it was intecled,
 
can be concluded, however, that the ratio cannot, 


of the relat ionship iletween hecnofits
 
represent a "rough approximn:ton" 


to ob t ain under the program.
and costs which could lhe expected 

On K _I: _ SUB ST'_A}1 QI_IV. I I RZ.J SS --1 4, NT- E_0J: ECT.IQ 5 

In ordvr t" make som, comp:ari: ,n of actual i , ults with such cal­

as to whether progressto roach some concluni;nsculitions and ill order 

is hoing fiade towardthe long" term program of increasing sml I farmeor 

nt All)to det.rmi nu to what e>:t
product in nd ino'me, we made an effort 

;yt um that can
and/o r (Gt)(OC;gn'i us have deve Iopd an ongo i ng eval uat ion 

of the
provide information with respect to production and incone results 
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no such system exists. In fact, the
program. We found, however, that 


"Evaluation 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
 

the National Bank of Costa Rica show sharply different re­1966 study by 


lations between the use of credit and farmers' net worth and income. The
 

Bank study shows that the net worth of farmers receiving credit
National 


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 financed IICA Management Program for Rrai Development 

carried 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 ad 4nistrat ion bottlenecks, the results
 

cannot be considered definitive. Further, Lie dat: was taken in 1972 and
 

cannot be considered to reflect the impact of the All) iuin program. We, 

nevertheless, look on the results as revealing and useful, especially in
 

the absence of this kind of information in the present program evaluation
 

system. 

In the shurvey, samples were obtained for three regions: Guanacaste, 

San Carlos Sirapiqui and Pacifico Sur. Sample farms were selected for 

"a~l.ytive reprsntativeness" in terms of selelction of sample zones 

withiin ,ach regi on. Actual farmers interviewed wvr' selected at random
 

from lists sipplied by the Regional1 Centers , from among thos; e that raised 

corn or rice. Forty-cight names were sciected for each region. (42 for 

(;;naast ). Since the data we saw was tabulated for each region, but not
 

for all three regions, we have selected some results from the region of 

Paci fico 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% were
 

part-time farmers with outside off-farm work.
 

(2) Average farm size was 26.83 manzanas (46 acres), but only 17%
 

or 4.57 manzanas (7.8 acres) was planted to corn and rice. Range of size
 

28% had
 was from 118 manzanas (200 acres) to 2 manzanas (3.4 acres). 


in size (10 acres), 28% had 6 to 15 manzanas
farms less than 6 manzanas 


had more than 15 manzanas (25 acres).
(10 - 25 acres), and 44% 


Crop mixes ranged from basic grains only to grains, livestock
(3) 


and coffee 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.
 

farmers used modern technology for corn,
(5) Only about 1/4 of the 


while nearly 1/2 used modern technology for rice. There did not appear
 

use of modern technology for corn
 to be a positive relationship between 


d pob:"Ive relationship in
and increased productivity, while there was 


the case of rice.
 

(6) Only 19% of the farmers considered they had sufficient infor­

mation about credit and its availability. Only 23% indicated that they
 

from official sources. Of these, about
 
obtained information about credit 


equal numbers learned from banks, the excension service and the National
 

Production Council (CNP).
 

Nearly 1/2 of the farmers considered that they had insufficient
(7) 


information about inputs. Only l% learned about inputs from official
 

sources.
 

(8) 	Only 10% of the farmers considered they had adequate market
 

farmers indicated that market information
information. One third of tie 


was obtained from official agencies.
 

(9) 6% of the farmers considered that extension services provided
 

not receive any extension assistance. 
were adequatt. 70Z did 

for corn or rice. Of those who 
(10) 45% of the farmers used credit 


some kind of training meeting, while 50% consulted
used credit, 63% attended 


Of the group that did not receive credit, only

agents or technicians. 


of training meeting, while only 15% consulted

38% attended some kind 


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 yield
 

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 56% said they did not
 

apply for credit.
 

(14) One-half of the rice producers did not use improved seed,
 

while 90% of the curn producers did not use improved seed. 40% of those 

who did not use improved rice or corn seed said it was because of pre­

vious negative experience. Only one-third said they did not know about 

improved seeds, while 7 - 13% said they had no confidence in improved 

seeds. It was concluded that improved corn varieties did not jave the 

qualiti e: or characte.,ristics desired by these farmers. 

(15) One-third of the farmers with credit used improved seeds 

and on-third of thosc without credit also used improved seed. 

(16) Two-th rds of the farmers used fertili;er. Of those who did 

not use fertilizer, 427 said it was for economic reasons (too expensive 

and lick of credit). The same proportion of thosc farmers with credit 

used ftrtl ilizer as those without credit (two--thirds). 

(17) Only 18. of the farmer:; preferred to sell their marketed 

product.s into the CNh'. The rest did not mainly htucausc they considered 

the price offered by CP to be lower than alte rnative buyers offered. 

There arc four gueneral conclus ions of pa;rticular importance to the
 

loan program that one might tend to draw from the above information:
 

1. There is much room for improvement in the provision of agricul­

tu'al service,; to small farmers. 

2. The "improved techinology" for corn is not reliable for increasing 

yields for the zon'. 

3. The fact that a,fa rmer dous nor does not have bank credit, does 

not appea r to influence whether or not he used improved inputs. Thus, it 

may he th;t bank credit is neither a necessary nor a sufficient condition 

to Indtuce Ulsc Of improved inputs. The evidence is not sufficient to es­

tablish wlwther the~re is a causal relationship btween credit and increased 

p rod uc ti on. 
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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 basis of these indicators (which are similar for 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 different crop conditions? if not, can it be generated in the medium 

term if adequate resources are brought to bear? 

2. 	 Is the process of making credit generally available likely to 

by farmers of production increasing technology?increase the use 

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
 

on the income of
technical assistance and the use of improved technology 

particular classes of farmers re "eiving assistance under the Al'P as com­

receiving iart or all of such assistance?pared with similar farmers not 


A recent sample survey was made untder the sponsorship of CAN of
 

credit or 	 regular SBN (nationalsmall farmers receiving either farm program 


banking system) credit. It appears that a part of thu purpos: of this;
 

to initiate an on-going evaluating sy;tem which
survey might have been 

would provide for appraisal of production and income results. 

of that goal. It measures the productionHowever, it falls short 

costs and income situation of some 600 small farmers, bu~t does not include 

any control information (cithe r in terms of the sample g-roup before re­

ceiving credit or of equiivalent farmers who aru not receiving credit from 

the SBN). 

this sample data, it is possible only to measure 	 productionThus, from 

Th,r, are plan; to relate this data to theperformance in absolute terms. 


new 1973 Census data, presumably to compare t:he sample farmers performance
 

with the national average for vquivalent farmer classes. However, the
 

significance of such a compari son 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 effort 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 (50% or more)
 

of the annual survey include the same farmers as the original sample, it, 

order to better measure distortions likely to result from individual farm 

and farmer non-program variables. 

We commend the responsible p; rties for initiating the sample 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 need 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 required to measure economic impact on the national economy
1 

and individual small farmers iii the programs 

Aside from the cost of credit resources invested in the program 

(which is assumLd to be covered by interest earned although the interest 

rate is probably .somewh,t lower than the opp( rtunity out of capital), the 

COCR inw. sts a con!;id,,'able amount of public funds in the extension service 

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

1lie first vvalu;it ion urged this in its first recommendation. See "Primera 
Evaluacioln Program de Desarrollo Agropecurrio gr-.cinal prestamo AlD: 515-L-022) 
projecto:; ]ndustriales, SA, Academia de Centro - America Mayo do 1972, P. 3. 
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The ministry of agriculture alone is spending in 1973, a total of 

18,000,000 colones ($2,118,000) in agricultural research, extension and 

coordination, ostensibly dedicated exclusively to small farmers. In addi­

tion, one might reasonably attribute 50% 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) 

The extension s(rvice 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 I manzana in size 

during 1973. 

If we use the 1973 census figure of 79,000 total farmers (not in­

cluding those with less than the manzana of land), less alout 15,000 classed 

as "large" and take 10%. we end up with 6,400 farmers being contacted. 

The Ministry cost per farmer then would be about $422 pr farmer contacted. 

The average annual net farm incomt of the SBN small farmer in the recent 

survey conductud by AID and CAN was $434. 

We recognize that an exercise such as the above may be gro:s;lv 

inaccurate and is quite unscienti fic. 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 direct subsidy in 1"73, each of the 64,000 would have received $43.40 

which amounts to a 10/ increase in annual net farm income. There might 

also have been a pios itive effect on output if such an amount had been 

used for production subsidies. 

This information raises the question of whether the AI)' is realizing 

significant positive results in terms of economic impact on tie target 

group. 

Obviously, it is impossible to draw definitive conclusions until 

some more substantive eval'ation information i3agenerated. We urgently 

recommend that substantial resources be immd iat,,ly invosted in such an 

undert aking.
 

See Memo from Negron to Kreis dated June 20, 1973. 
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CHAPTER 3
 

SECTOR ANALYSIS, PLANNING, AND EVALUATION ACTIVITIES
 

I. 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-economic analysis of the agricultural sector, except 

for somu cost of production studies in the MAG planning office, is not 

than a limited effort to generate
performed. Neither is there more 


data and information required for such analysis, aside from the 1973 

census. 

There is a Department of Economics and Agricultural Statistics
 

(DEIEA) of the Directorate of Planning of MAC. This office collects 

and publishes quarterly statistics on agricultural credit, some infor­

matlon on agricultural prices, some 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 i)ersonnel. 

Additionally, this office does special surveys in selected areas 

of the country for specific types of production. The data collected is 
1 

used to develop cost of production estimates. No other analytical work 

is carried out either in this office, or in other offices of the sector, 

so far as we could determine. Only the Chief and the A.3sistant Chief of 

the Iepartment have professional traini ,g (Economics and Agronomy). 

We have considerable concern about the lack of analytical 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, 

II 

Oie! 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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AID assisted in financing a new agricultural census which will be extremely
 

useful in future analytical work. However, collation of the data remains
 

to be 	done. Moreover, continuing data on production, farm costs and re­

turns, prices of inputs and outputs, labor use, etc ., 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 interpreted in terms of effects of
 

alternative courses of action, there will be little useable informatien
 

to disseminate.
 

II. 	 PLANNING ACTIVITItES
 

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 national plan docu­

ment was developed for the period 1967-1970, but none for the 1971­

1974 period. Presently, work is underway in "Ofiplan ''2 for the 1974­

1977 four year plan.
 

The national planning system contemplates a sector approach to
 

plan development. Agriculture is considered as one sector, and the
 

Ministry of Agriculture planning office is the responsible planning
 

institution. For the past several years, this office has functioned
 

basically as a programming and budgeting office. To the extent that
 

planning is carried out, it is limited to project planning -- feasi­

bility studies and reviews of feasibility studies.
 

With the advent of the All) loan program, a new dimension was added 

to the agricultural sector planning institutional structure -- The 

Secretariat of the National Agricultural Council (CAN). The CAN Serre­
3
 

tarIaL looks on its role as including annual planning for the so-called
 

"Agricultural Dvvwlopment Program (ADP)." 'T'lhis planning activity is of 

According to the best information we cou.d obtain.
 

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

the President's Office.
 

With encouragement from USAII).
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a two-step nature. First, each participating institution (MAG; SBN; CNP; 

submits to CAN its activity plan. These basicallyITCO; INFOCOOP; etc.) 

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 production plan is 

for each, i.e., number of hectaresto indicate priority crops and goals 


to be reached and1 amount by which yields are to be increased. The CAN 

summarives these regional production 	plans, thereby establishing a 

national production plan for agriculture. 

The system described above produced its first written plan for 

1973. It is expected that tne evaluation system will compare actual 

accolplishments 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 comnitments. These 

then become a part S the MAG budget 	 submittal. 

Neither is there an integrated process relationship between MAC 

planning office activities and the agricultural portion of the four 

year planl now being developed by "Ofiplan." Instead, sector component 

inputs are generited by a series of "task forces" especially established 

for that purpose. MA(; staff are appointed to task forces where appro­

priate, hut the M,AC sector planning office activities do not "feed into" 

the new plan in any orderly manner. 

We also are concerned about the net effect on the analysis - plan­

ning-programming-budgeting process of shifting ADP "planning" responsi­

bility out of the M A, 'lanning Dircctorate into CAN. It may well be that 

CAN is the proper forum to debate policv and investment alternatives, but 

If plans are dlveloped in CAN as well, it creates a di scontinuity as be­

twvlcn tlhose planing ftnc tions for the sector which th Planning I)irecto­

rat, carries out (or is charged with) and those of the CAN. To us, the 

net result of the concen ration of assistance by USAII) to CAN will be 

to weaken even more the total planning proce;s for the sector. 

i'l.an de cci ' oniC, 1973, Programs do l)esarrollo Agropecuario,
 
1971-1974, 23 do Mayo de 1973.
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Lhe Planning 1)irectorato' have
We are told that efforts to assist 

signi ficant inputs er efforts to improve 
we could find nobeen made but 

or
staff capability or to provide technical assistanc e resources in the 

is the foundation of a planning 
area of socio-economic analysis, which 

has been providpd in t h development of 
proce:ss, although assistance 

in the Min;trv.the Information Office
the census 	and in establishing 

EVALATION 	 ACTIVITIESIl1. 
devt lopment 	 programfor the agriculturalThe evaluation proces s 


or r'haves.
 appears to 	operate in two steps 

ainstitution 	that participates in partially or wholly
First, each 

to the CAN 
fundel activity suibmit; a (uarterly Pro'rts;. Report

loan 
of th"sein turn submits a ,;:m'ry

'l'n' CAN secretariatsecretariat. 

the CAN for prior approvalI ), from which the 
to USAII) (and presumab ly to 


I b in tito first ,,op or
 
USALI) prupart,; a Quarterl ;Loan Roport. 


i livatiun rejiort, i.*'.,
 
phast, an.l esn;'iikialh o siqt it; otfa r' 'u; cti 


, ,rgNn,, tpikilri a'nd 'IS n11l
,|ti 01, ,td 13 t­
rn umt;(l::ot ) i 

an "'valu at i(n"iof dihbi' 

BA;ti t lly, it follow: h e traditi¢n:tl tx iot n vr icO' 
ment:s, etc. 


ct iand in t'mcr:d i, v inp"i ' intoi a
 
pat tern of 	 reporLtin; dIt.ail s of di 


service to farmer:s
process of 

ti tnn ltf a i Annu l c ,iprp­
tnl ;tep or 	 ptitI'Sto i , tlw pr 11r1t , 'The :;c 

groupl fir tht, inter­
tion H -rl,t prepareil by an tvttrnii

hensiv, "Evaln 
d ti d/at', 	 the

Iit oe 'tiuch rIcports itv'hin ' pr I lu 
nal u!,(' ,ft 	 the %'t. 

ti , last twoltint irr 	 And a oistta kic n col,,i
first havinl hotu done by 

utiliin;'ig hth Costa 
by the Anrian KO WAhni'I Ahniq:tn,' Curpn t icn. 

and US I. t .ftRica" 
: m ,

.Arlv ta,', oI thu' pIr'i'ITtion WAI ; i'l It the-The f i r:;! ,,vlu i 	 a nd 19713 
is; s; [mpL t o tit of date. W'(, haive found th~at gt 1972 

andl( nomI 


of ppriin'til' 
 info rmation.ltl', vh .v!',- conql'i I ra amountevalluation!t; 

latest ,g 	 April-lime, 1973. The third quarter,I The uin for the perinl 


1971 reporlt is,inlprocess:.
 

2 The lat'st (1911) is ,;t Ill in draft form. 

the 1 'Evai ut t inReHv rrod to 	here an 
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evaluatins go into derail concerning the organizational
The 

changes, Inst it.tionalization and coordination efforts and problems. 

We consider the insights provided by the evaluations on these aspects 

to he real ist ic enough that there is no need to report them in detail 

work in this re­here. The evaluators are to he commended for theit 


spect.
 

iloweve r, wo find some difficulty in accepting their rationale for 

the existence of certain problems;, and their recommendations as to how 

the GOCH might cope with them. 

Our conce:n; are as follows:
 

1. Re lIat i oin;I between t li stated objectives and strategy of2

tje projr,_i_,n -_(ADP') and the evaluat ion framework used. 

The th i rd evaluation stat es the objectives of the program as 
I 

follows: I).Mclop and execute a coordinated sector program to trans­

form uli ,um(ps;t ic'llly oriented small farm s t irttof to traditionalb.;, its.t; 

systeimls and mptliod:; to highly productive modern ;';tevn'. and methods, 

thcere!y (a) improving snall farmer incomes; and rtral living levels, and 

(h) far i 1it at ing a greater contrilution of the susietct or to national 

d,,wvl~pr ,ta . 

This; objective is; further specified as follows5: Expected program 

resu!lts are: 

a. Improved incowes; and improved living levels; for thousands of
 

farm fa i1i es; (with resu;ul ti ng inc ras;es; in demand for consuom.'r goods).
 

b. Creat ion of a new and dynamic. source of increased national
 

prolduti t i.
 

r. An Ilat-cas in en'plymnt oplportuniti es; and improved salaries 

in r0,ral areas; 

uon(') iti o(f agric ltnrai sec t or) I" balance ot 

2 
d. Gr(eateIr l tioll 

" 

Thc' ';ttlit ' a !no i, rivitwv d Iy :he ,vatuit ,r;. liey concltde 

Ih t t It )' .t ra t,gy i;i l !,d (il ,ii i iiign 'i; Of th sector which found 

tlytt thrc wipr ,.a m lr "f intirltld factorN r strictlJng the develop­

vn aI' I thlie itm,I l l ' t le,;vct r: 

t fi ,,lnIoat tmohtiI ' v n ,Ii i .n , 1.0 2 . 

2 fl'ak'lm tl'w - t d Q' '(: 14r 19. Is a 


,p hi;J i h rh I sa l,'1ially a d rottI ran; Iat ion of the AID Loan paper.
 

ft ; I I "ok,'" page 'his document in 

3, 



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 th ir value. 

c. Small farmers receive little or no support from Govrnment 

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 facilitius for small farmers frequentlv are inadquate. 

f. 	 Population pre;sure makes t very difficult for the small 

obtain that cultivation.farmer to land is apt for 

The strategy is designed to attack the shortcomintgg in an interrelated 

manner. 

in 	 modern agriculturalThe key element is to educate smnal farmers 

how th1ey can pro­methods, conceived in terms of (a) defining what and 

duce, (b) provision of e xten;ion s;ervices; to carry thi, knowl] dg to 

them, and (c) assi stance in the form of improied accev; to land, rredit, 

Inputs and markets.
 

are said to be involved:
Two inte'rreilated procesLe. 

a. Estab lis:ent and imp)rovement of necessiry institutions for 

directly and individually providing to small farmors the forms of assis­

tance described. 

Considrable emphv.s;i:g is ruquirud on the' coordin:ation of theb. 


regional and local
work of all of thi.s:;, institutions, at the national, 

tlie evaluation isThitlEvaluation iport goes on to specify that 

goaly of the pro;rm. lowever, the restbas;ed on th. o j ct iv e, .id 


of the report d,.,l1; ilmst entirely with an evanluat ion of the pr,,gre;ss
 

of tlie two s.tv('p; of th , tprocuqq'c Kv t out above, i.e., to what extent
 

hi;; c'oordirnit i,, .lou as'hicvd among thm.
 

seq. Ilift. 11:1p, r "l'rogr'.: dle I)sarrol 1lo Agropeenairio, Informv de 

Eval~diiin, 1712-7'' , AIAC, Chap!ter 1, A and B, pp I and 2, October 1973. 

Wi, ( in,.i d&r thi .; to be a ;uccinr' t and fair :tat e. e.nLt of bjput iv es and 

;trat,''gy of !hi AI' 

See [bid, II, p. 3.
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the objectives,
Essentially, then, the evaluations deal not with 

1 
but wi th the iproy __s_ • 

the need to 
To be sure, the evaluators specifically recognize 

what is happening to
the "real" objective, i.e.,evaluate in terms of 

the small farmers. However. they dismiss It 
tBe economic condition of 

nothe basis of subjectiv evidence, and make 
as being possible only on 

system for evaluatingthe ADP an objectiveto build intorecommntdatlon; 
impac.t 

22 
ec(Ololm ic 

the evaluators
the third evaluation report,
At another point in 	 3 

dlisiuss the problem of inadequacy of reporting. They indicate that 

limit themselves to information re)o rts from the involved institut ions 


are involved.
 
on resource utilization in projects where AID loan funds 


of impact
to evaluate in terms on
 
This makes it impossible, they s;ay, 


production, farm income, etc.
 

that each
 
The recommend;ation resulting from tils observation 

is 

should carry on continuing studies in "operations research'' 
institution 


technic :i assistance
with CAN contracting(Invsti gacion de operac iones), 


area to assist. in orienting certain institutions.
In this 

in when they referred


We are not sure what the evaluators had mind 

that what isWe are fairly confident, 	however,
to "operations research." 

needed with great urgency is a joint (or delegated) effort to do sample 

will chanes- in 1) range, level and quality
farm level survey work that show 


prd uiction and productivity, 3)

of servicts rec('eived by the farmer, 2) 


Input use, 4) nut farm incomes, 5) absolute income position of farmers,
 

minimur living standard:s, and 6) efp loym'ent generated, etc. 

IThis; also i:s true of the recent s;ample ,survey of small farmer banking 

from which are presum:bly to become a part
cliunts, tin preliminary 	 rusilts 

Report. lhin s survov, as; di:;cussed in Chapter 4 ap­
of the lates;t lFvidIaLtion 

to sue to what exwtt the stated ADP 
pears to have Iwn dIs igned, not so mutch 

a; to determine what the cliaracteristitcs are
objvctive , art e rng realized, 

as. oppo;ed to the SBN 
of the fLme r giy t bcing reachid by the All) program 

a.; btwn banks. It d ts not mnea:ulre program impact on farmer 
program. an, 


serve as a 
input u , prari iens, production or Incolie. It iight, however, 


base for det ermining ioturc impact.
 

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

30Up. Cit., Chapter 111, , 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
 

implanted. evaluations can
until such a continuing analytical system in 


to be good, bad, weak or strong about
do no more than suggest what appears 

organizat ional changes and coordination efforts. These are of impo rta nce 

as to improvements in management andIn connection with making judgments 


are of little utility in determining whether or
administ.ration but they 


not the program is benefiting the target group. 

2. The Rol]e of CAN in Sector Coordination and lannin The 

Evaluations rightly deal at s;me length with the rogress ;nd prilen s 

The evalu­
of intra- and inter-institutional coordination and planning. 


ators are concerned that the involved institutions are not providing CAN 

progress arid rvn.ult.) that willwith an informational base (reports on 

sector as a whol]e. They pointallow it to coordinate and plan for the 

thVL, report.s deal onlv with resource utiliz'ation out with conrcern the fact 


.s i tan'. soliltioln pro­
for those projects receiving external loin 'lh' 


posed by thre eva lu:tors is that the CAN scret ri at be cnlargI'd and the
 

,r i5l,'(c ts
to ti,em iitfrArti, o otherinst itutions be ordered by CAN giv 

additional reC Ocmem-ridat ion a r , oriented toward
of their programs. Several 

strength, ni Rp rcc, ys of .lm.__iinjn an an ac-t-i vi_.twitini tihe (.,C- AN- I to­

ions complex.2 
ervice inst i tt 

these' rcu ol llndati ens, whileWe are conivinriced that the tenor of 

a ba:;ic fact of life with regard
appirently attacking the problem, igrior 

to the entire CAN organi,.ati oril structure, the All ,peirati ,nn, tie re­

is a sIperstr~cture
la11 d report ing aid evaluation sy,t(nii: All tthis cssnt iil lv 

which exists for the purpose of monitoring externil .agricultural loan and 

loan counterpart utilization. CAN exists hy Extncuti'e (rder (not thirough 

for 
legislative anthority). That order dlegl't ed to 	CAN the re.-po, ;ii'il iLy 

i Na' ona 
advising "the government and public etities in t l ,rmulatin of 

Agricultural ol icy and in tire co ordination of thc execut ion of ogic ltural 

progr,'m,; aid p lills. 

obvi,,ut ;l'. in not . planning r,'iphonsi-That oflfic ia-1 re'spe nsOibility 

.. o' tor, nor is it even a rer;1,on;ibility for o"rdi natinghility for til 

,
 

ot hers; it Is the coordi ,t "f_f , tin. f Jilji)i._nthv pl ann ig of 

I Op.Cit., Chapt'r 11I , C, 3, h.
 

2 Op. Cit., Chapter IIi, ), 2. 
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look on CAN 	as 
The institutions of the sector, including the !,AG, 

programs; fur­
for execution of the AID/BID) loan 

a coordclating mechanism 

those programs as being co-extensive with the ADP. Our 
ther, they look on 

the ADP is understood institutionally (within the GOCR)
 
conclusion is that 


loan funds are assisting to finance, that
 
as a set of activities which AI) 

process are considered to be a 
the reporting requirtements and evaluation 

and that the CAN-CANcito organizational setup is for 
part of the program, 

of that program.control and 	 coordinationadministrative 

to us that the image of the CAN structure will be ex-
It appears 

to what 
tremely difficult, if not impossible to shift from what it is now 


it to be, i.e., the moving force
 
LISATI) and the CAN secretariat 	 would like 

sector planning and coordinated implemen­
behind integrated substantive 

tation of those plans. 
up-hill

There are a number of reasons 	 why such changes will be an 

battle: 

1. 	Coordinated implementation is impossible without integrated
 

"where we happen to be comple­sense, i.e.,plans, except in a very 	 loose 

Of course,

mentary, we'11 work together; where we aren't-we won't." 


regional level, the so-called " coordinati ,n" by 
 CANcitos can 	 serve 
at the 


the various centr;al headquarters, just 
as
 
as a kind of "lobby" vis a vi-s 


at the nationo 1
the agriculture lobby
the CAN coordination can improve 

e n
improvem ts.
 
level. These, of course, are ti:eful, but not suff cient, 


are the forerunner

2. 	 Giyen the hypothesis that integrated plans 

and given the poli cy advisory role attri­
of coordinat ed implementation, 


the CAN will be
 
buted to the (AN h .,' tlhe 	 Executiv e Order, it follows that 

in the pl anning area.
 
able to do little more than play a promotionI l r)le 

3. 	 in obtaining legislative approval
Even if CAN becomes sucve,;sful 

of th, org;ainic law it i; proposing, the probl em of integratlvd s;e tor plan­

of a common 
ning is not 	 res'lvtd. Such planning dlvpndK. upon the ,xi s;tuncv' 

i lyt ical base, the creation (f whicht requir , a p rce;s, of 1) 
or uniform 

Coni nuous; da t agat ritng ;ibout Lhe socio-vconomic en ditions of the sector, 

,uch data in term. of (a,) iden­
and 2) vohtr,,t ;a(d coultinuivig anai,,ysi s of 

tifi cation and isla:;irtment of problems; (ob;taclivs;) related to halanced 

suctor, and (b) ideintificatiom, and quantitative measure­
growth witlin tlie 


of alt ernat ive po licies, progr;ms and Icve,;tments; for overcoming
ment 
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that this requires a comprelnsivesuch problems. We do not believe 

oftescor1~tathertl~rIifo-nnttmntlmtiral model 

tionalized and growing capacity to generate specific social 
and economic 

to light
data, and carry out a program of partial analyses designed shed 

they might contribute 
on Lhe alternatives uvailable and the extent to which 

to dsired improvements in the sector. 

Efforts to improve the plannng-progrnmmIng process 
may be useful,
 

quantitative
but without substantive analysis that identifies 

and measures 

contribution of different activities to a set of 
objectives, planning can
 

have little impact on program design.
 
require


Tc assure an institutionalized analytical capability 
will 


recom­
than the addition of n macro-economist to the CAN staff as far more 


mended by the evaluators. It requires a substantial and continuing in­

fusion of resources (professional personnel and linancial) into the 
appro­

a GOCRUnless and until there is 

priate officec. of the planning system. 

effort, we believe that improvements in the total
 
commitment to such an 


government efforts to assist small farmers will 
be seriously impeded.
 

The above comments do not deal directly with the 
question of
 

4. 


duplication of roles of the CAN secretariat planning activities, and 
the
 

In a sense, they are involved in competing roles.
 
MAG/OfIplnn activities. 


MA(/Ofiplan as a part of the nat-onal planning system, 
cannot help but
 

resent the resources and external support being received 
by CAN to do
 

Strong feelings that agricultural
what Ofiplan is suppose.d to be doing. 


evident discussions with
plunni1,g is the role of Lhe HAG were in MA(; 

In fact, there was evidence nf strong feeling that the 
coor­

officials. 


assumed by CAN should be a MAC function.dinitln role now 
program implementation/
We see advantages in having the role of 

the admInistrativeto an institution not withincoordination assigned 


CAN seems to be an appropriate institution to
 framework of the MAG. 

our opinion, that MAC/Ofiplan has the 
fill that role. However, it is 

to who is responsible
advantaitge over CAN ln competitio11 as

Inltttiutlonal 
to nay that they have an advantage in 

for sector planning. This is not 
competence in 

competence, but neither organization has such a level of 

to determine where support
subotintive planning as to cause that factor 

taken this problem and the 
We urge that serious look be at

11h1iuld go. a 
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without undue encroach­
roles of each offiee be strengthened,appropriate 

ment by one upon the domain of the other. 

In particular, we would urpe considerarion of strong 
USAID assis­

tance to the %A, Iivision do Planificacion y Coordinacion, especially 

it wishes to1 become 
the Oficina deI. Ltadki:tica y Estudios to the extent 

process.as distinguished from a planning
Involved in planning analysis 
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CHAPTER 4 

DESCRIPTION OF PROJECTS AND ACTIVITIES
 

I . AGRICULTURAL SERV ICES PRO, 'CT 

seven activitiesThe Agricultural Services Project consists of 

the CAP states that th e objetiwy of theThe annex to
described below. 

sector institutional framework 
project is the provisiol of "a public 


to carrv out a program
resource.s
organized and prov idod with the necessary 

places a heavy burden on pit lic pllanning. program­
whose small farmer focun 


its own
 
ming, and t(chni a]. assistance efforts." Each activitv ha.s 


goals, budget, and opt rationai plan.

spcific target . 

in tle $2,325,00 of(-fundingSome changes stem to have been made 


The SAIID Qua;rterly Loan

in the loan agreement.
to be provided as s.hown 


the period April-June 1973 shows $2,451m,0000 as being available
 
Report for 


IRR for the (oprat iwyes hvlpmiit

for the project and Annex IDof the 

by the USA 1)shiw:i a toltal of $2,80.010).
Loan dated November 1973 and prepared 


on and Si,,d Plrocq~sing

(See the discu';sions of the Coordination and Evaluati 


Faci lities act ivitles below.)
 

A. 	 COORIIINATION AND EVALUATION
 

rly Loan Report stats tlhat, "The purpose of thi:;

The UlSAID Quart, 

is the e:tablihient of a central coordinating body with reprsen­project 

in the Agricultural
the public inst:ttion:s interest-d
tative:s from all 


of the
n'.v divr", P( monts 
St or, having tpie ability Io organi o, the 


ulich will put within
 
Sector program in an effvctive, viabl(e package 


manner the svervices
 
reah of th I small farmer in an efficient and timely 

needed to incraqv; hi's produtii it .'
 

in lotn funds for th activity.

The Lo;n Ag,r(vmvt provids $125,oO 

es
 

$113,00{) has been transferred from the contingI'niW
Apparently, however, 


activity. As of
 
Item into it, thus umkir4. available $250,000 for the 


had b(tn dii;­$6 (*)O() i 
Octobt r 11, lq;l, $159,200 had Wein cormmiltd and 

burned.
 

react ivat 1d by Ire sidential
 To aecomp 1 1 :l chis pirposte, there was 

coor­(CAN) to provide a meanq for 
Nat ional A'rirt'iural Countil 

the sector 
De'ree a 

activitit'; of Institiutlons operating in 
dinuation of the relevant 
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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
 
each year, reviewing regional plans, coordinating overall activities carried
 
on in the small 
farmer sub-sector, and conducting regular program evaluations.
 

Its goal 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 structored to attempt to bring about at 
the
 
naticnal 
level horizontal integration and coordination of the functional
 
services, (such as 
research, extension, training, credit, marketing, etc.)
 
necessary to "get small-farmer agriculture moving" in the traditional
 

deveiopmnt 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 CAN he provided by the Plannirg Office of the HAG, 
 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 interagcncy body and from salary and other admini­
strative problems which woLd 
 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 (INFOCOOP), 
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 agencies and private organizations.
 

B. I{EGIONALIZAT]ON 

This activity contains two major elements, decentralization of NAG
 
operations andtcoordination at 
the regional level of activities related to
 
the AI)P. As of october 31., 1973, $894,888 of the $968,000 of loan funds
 
for this activity had been committed and $550,462 had beun disbursed. 

Reorganiza tion and (ecentralization of MAG has been accompli shed 
by transfer of MIA; personnel, particuarly extens ion personnel, and related 
resources to six regions of Costa Rica, (Instead of five as indicated in 
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the Loan Agreement and eight established in 1968). These zones are 

PacLf ico Seco, San Carlos, Pacifico Sur, Atlantico, Meseta Central Oriental 

the charge ofz.nd Meseta Central Occidental. Each regional off ice is in 

Regional Director who, in addition to directing ex­an extension service1 
of the varioustension activities , attempts to coordinate activities 


other MG Directorates (research, administration, livi;tock and forestry).
 

Coordination of overall. ADP activities is t.xpocted to be provided 

by the establ ishinent in each region of a Regional Agricultural ('oun'il, 

to and structured along the Lines of tile(CANcito), which is analogous 


The CANcitos are desi.gned to coordilnate agri-
CAN at the national. level. 


cultural activities of the sev:.t1.regional institutions, conere with
 

tile small farmer sub-sector. 2 'he CANci to*, under the chairmansh i p of the 

MAC Regional Extension Director, has as its role developing and planning 

projects, determining budget and 	 other resource needs. coordi nat ing
 

and preparing report s to CAN on all
activities, evaloat ing progress. 

act ivi ties.
 

ltvt.1 describe ithe roleCAN guidelines for programs at the rvji,,nrl 


of all entiti es invol.wyd and sugge ,t the Met ho~d01tx'l, to be employ,.d for
 

to be impl .enwted. The ADP atdevelopment of regi.onal plans for program. 


the regional level is intended to be a vertical ly inttgrated, crop produc­

region, .;iving eciphi:it is to one, two or
Lion oriented program in ia spOCif ic 


these
at the most t:hrue c.rIMmodL'Lie's. Tie "packag;es. of t, eelmo1(4 gy" for 

" ' I l 

coimnodi t i es are to be 'y.Veloped or adaptod in each ec(]1 J Ilone . and
 

devel( p)Ment" "nviolving the variou; functional ent itiesthe "(Ickag,: of 


, etc.) pressumably are to

(market ing, crd it, in,,,lts, techniil assi st:iiie. 


need CAN
be provided to nci L regionlal prioiri ties, ( ,1pM! iI i es aLtid C. 

gui (1( lln'!; e.tabi;lkhCd . list of nine bas.;ic commd it ic!., (rice, corn,
 

frUiits, vcgt b los and ca,;co), which
banaa;i:;, mil 1k (-;ittle, pork, poult r'.', 


in tie A'iI. Ini ;ome in,;t, nc' , regiounal prt)f icts
 are to be givtn p'iotril.v 


'it h. tIan tH.l ,.

arv condtcti ,d t,' in c udhi as ;istali'' i Lc ommI dit i(e 

in tlie P'i itit'i Su i;11* ,a. Ot her
Livestock, for t'Xampl 1e, has k t'fl 	 S.;1 l4.ted 

" ,i.' inco l l, pro)t' r;m,; out t he farm'e r ,;nb-,; c r ;1!; W' I I . While 
1 41id' ;ril II 

smial I farmer versus non 
we h,d no WnaY o f direrini ng t le prolorti on;i1I mix of 


t i:it the former pretdmi nite,

smail . farm,'r or int ud act ivi t it'., t iippea r!; 


but wit h co1 ; idc r.ib It' variat i on ht't1,,Lw t leg 1ills
 

2 ,VV "PI tit, I..jF 'Cli (n," , il,I'ro(,,rani de, DI;jrro Io Asropcuaria. 

Nt iona I, Annex B (Ogl'n', i Z;it ion ScheLe).Coi ;e o Agrtl,'iiario 
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as coffee, tobacco, cassava,
activities include such commodities or areas 


soighum, plantain, artificial insemination, 4-H 
clubs, nutrition, meteo­

rology and soil conservation.
 

AID assistance to the regionalization activity has consisted 
of
 

financing vehicles, tractors, and other equipment 
for regional extension
 

IDB has financed the construction of laboratories, offices and
 centers. 

the CANcitos
Technical assistance to 


housing for the regional centers. 


CAN who have pro­
is provided indirectly through AID financed advisors to 


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


C. 	 M.AG ItADQUARTERS 

to "strengthen the Ministry of Agriculture'sThis Activity's purpose is 


the field of extension.
 
provide better service to farmers 	in
capacity to 


that they can increase their productivity and
 res~arch, and information so 


a backstopping source
In effect, the activity serves as 
living standards." 


fill MAG needs at the
the national level to

of information and services at 


planning and programming support,
This activity performsregional level. 


assists in coordinating research and extension 
activities, provides for
 

soils laboratory services, and has established an Informa­improviments to 


use of Peace Corps Volunteers, who are
 tion Center. It provides for 


the research program on corn
 assigned to the Regional Centers to assist in 


and beans, in making surveys, and assisting extension agents. 
In addi­

a number of
 
tLin to estah1ishment of the Agricultural Information Center. 


irt of
 
have bven made in the organization of the Ministry as a 
changs 

created and a position
this activity. A position of Vice Minister was 


Director of Up,rations was established to provide for coordinated
 
of 


the Directorates (bureaus).
(lirection of all 


All) assistance has consisted of the provisLon of office equipment
 

and vehicles to the Inforwation Center and the MAG central office and
 

the Information Center.
ter lnical assistance to 


I). 	 GRAIN STl'ANlAR) AD Q ALl' 'Y SEEI)S
 

The purpose of this activity is to 'attempt to establish the
 

necc.vs;' ry laboratory services and legisiat ive and regulatory framework
 

assure the farmer the quality of seeds he plants...and standards of
 
to 
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a combind 
quality for girains produced.'" Specific Largets are to establish 

and staff ing 
seed and grain laboratory through constructing, equipping, of 

Costa Rica to perform seed and grain
 
a facility at the University of 

analysis services. Seed analysis, based upon Seed 
and G;rain Legislat ion
 

quality
regulations regarding
1972, is intended to assure that 

passed in late 

re the 

grain are enfore ed. Seed analysi s wculd i asu; 

control of seed atnd 


foundation, cert if ied, and stock 
icat ion ,and standardizat ion of
ident if 

for farmers through the Seed Commission and the National Product ion
 
seed 

from our d i scus sions at the 
it is unders.tood
seed program.
Council ' s 

of curtifica­
the present time consists large lv 

the program at
Mission that 


rice seed (957).tion of 
have indicatcd 

grain quality control, loan reports

In the case of 

thi s infersPresumabi'.,
are "now functioning"
that grain regul.ations 
en forc ing
 

and the Nat ional Product ion Co inc ii arc 
that the Grain Commi s sion 

been able to
 
the basic grains. We have not 


quality control standards of 

very reeint C'omple'tiun
case. Due to th 

if this is actually the
determine 


wr hiaveof the requnl:ti ion:;
the newness 
of the laboratory ficilities and 


impact s of this activity on quality, prit'
 
serious doubts concerning any 

of thib a tivity to diter . It 
to the snmall farmer as a rc!;ult


and bene'fit 

and Lto re lIativ, import ance
 

tine to determine such imp.acts
will require more c h
 apprva .
 

"packages of dtMulpmuent"
the overall
this activity to
of 
the $l(00,00( 1im the loan had
 

1973, $58,068 of

As of October 31, 


AID funds are being
$41,932 committed.
an additional
been disbursed and 

a z-short training

of labtoratory tquipment ;tl for 

used for the prcha

:c 


for laboratory analysts.
course 


FACILPITY
E. SEE) 'ROCSSINt; 
the need for
 

under the loan because of

finianeed
This activity was 


the CNP to receive, dry, grade,
 
improved seed processing facilit iu's of 

their qutlitv will be 
treat, packagc and stor'' qced so that 

classify, 
flrm .rn;. Ir v.i:ion of this :s.rvi('e IK 

until pIlntecd by tle
maintainu d 
pi (icuvrsproduc t ion wh i 

to encotva8,' pre;iL't ion of i mproved .seed 
uxhp.r ted 


of April-June, 1973
 Quarterly loan IhvporL 
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This activity complements other
 may not otherwise be able to finance. 


steps taken in the clain of events usually considered essential for assur­

ing good seed (a seed law, a certified seed program, and seed testing
 

faci lities).
 

to date. A report
No fund,; have been disbursed for this activity 

has been prepared on the proposed seed processing facility at the 

facility has been completed and anCNlb. The engineering design for the 


preparing plans and specifications.
architectural and engineering firm is 

invitations for bid for the construction of the facility.CNI' has prepared 

All) fund!; are provided to finance a feasibility study and plant design, 

the main building and storage depots, and machinery andctnstrlction of 

equipmcnt.
 

F. 	 FOOD TIECIINOLOGY LABORATORY 

this activity, which provides for the constructionThe rationale for 


of a 	 Food Tcchno logy lAboratory Facility at the University of Costa Rica, 

to Costa Rican enter­is tha t new prodttion possibilities can be opened up 

new and improved methods of processing agricultural products.prip;e by tesiting 


for this service will be food manufacturers ant!
'rt,;Iilliibly the clitntelce 


%.ho wi [l be trained for later employment in the food processing
sItolynt; 

iiiduilry. The possible impact of this activity on the small farmer will
 

by providing potential future marheting outlets for
he indirect at m.aost 


some comniod iti es wh ich might be produced in ex:cc s s of int ernal fresh food
 

market rqiirem.nLtts. This activity appears to be somewhat marginal in 

implort ance compared to other elements of the program.
 

The pre;ent stat;us of the activity is that the Food Technology
 

L,aboratry (whichL is incorporated into the same building facility as
 

the Seed and Grain Laboratory) ib com) lete and equipment is being assembled
 

of the S150,000 allocated
for installation. B'y Octobur 31, 1973, $57,955 


under the loan had been 	di;bursed and the remainng $92,045 had been 

C',ihiliit 	 t((Il 

G. 	 AG( ICIIVIJ\AL CENSUS
 

The rationa le for this activity is to assure that agricultural sector
 

data 	is made avaiilable so that rational decisions can be made in the plan­

ning of the Agricultural Development tProgram. This activity was funded under 
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r .ent et, hicles and techica ldat.,i proce ss ing, equipmlthiv ]o . Soi..ilhat nec's.sary 

to plin and perform the
 
h' provided to t|e Census Bureau,;:sistance Cou1ld 

14-1C, 1973 and
 was completed during May
1973-1974 census. The celsius 

is in the, p rocessO of compilat ion and analysis.
enumeratorsinformation received by 

AID loan Jund:, ol w ivih 
This activity was funded by $500,0 of 

1973. An additional 15t),119
$250,156 were disbursed by October 31, in 

$194 ,977 unco mmitteda balance of 
loan funds have been committed 	 lcaving 

as of this date. 

[l. 	 A(;RICUIL'iURAI EDI)UCAIION PROJECT
 

ICAL ASSISTANCE, UCR
 
A. 	 FACULTY OF AGRONOMY-TECIt 


project under the sector loan
 
The rationale for the support. of this 

technicians to plan anf 
the need to providev specializcud agricultural

was 

Suth technici.
in agriculture,
,and regional programs
execute natLional 


en large and improve L, education and
 
would be the product of efforts; to 

of Agr onolv of th 1Univer.s ity of Coe;La
of the Facul tyresearch progran 

Rica by means; of teclhnical ass-;Lance.
 

tie number of

1Vwas to "'grcatly incrwa::

ilL overall objectiv 
a , ic andls; available to p

agricultural profc:siouniversity-trainvd 

it was to assure a


More specificallyagricutural institutions."pivate 

I i t nu:mb,,. and quali v to
i idi ' . in i:t s.

supply of' ;,gritultural 

target ntmhers of
 

s',pply the Ministry of Agricultre', nc.dq. Specii 


t ion was
in the CAP, e:.u.pt tiLt r 
not etablishcdprof.ssionals were 


of 1(n)i'Ach profess; ional.;
r.quiremcut.15 percnt of totalmade that only 

by 1974 - .0 grluates'
 

weev raduatted int 19 0 dud tha wee
nleeded an 


By 1975 - 700 s tud.t, were e:p'cLid to Q. 
annaa lly were anticipated. 

the Iaculty of Agronomy.enrolle'd in 
' 

were allocat 
All) funds; fr strvntLhening tWe ,aculty of Agroluomy 

a:n istant e contraut($400,000); d technicalto a s;cholarsh ip prqr.m 
, t rain fIaclt ',y anddeveoll currijla

'.S. uonivcrs i ties; towith on euor wore 


as;i:st in r.,carth ($25 , ) ; and equipment. for t" ,cuity of Aroomy
 

for iln Iinp t. i 1lD ramber 1975.
 
total of $1,200,00(($175,000) ; for a 

Program, AI -L C/P-9g16 (Ref.). 
Co t a Rica: Agricultural Development 

Sect io0n II. 
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the Faculty of Agronomy 	and related
 
The total 1973 GOCR 	Budget for 


,xp r imvnt stat ions Was $3,182, 110 ($37, 365).
 

31, 1973, $79,295 of the $1,200,0(00 of loan funds
 
As of Octobler 


add itional $7O,705 committed.
had 'een d;shr sueld and an 

in the project in connection with the 
l)ifficl i.s arose early 

uit ion of a1conltract between a U.S. university and the Univcrsity
negol 

have been resolved and
states that problenm
of (:,ila Ri.. 'nT'h USAI) 

that technical ,ssistance is being provided. 

are a critical element 
Since 'oIlvit'tt'nit and well-trained personncl 

th,' imlprov('nlt ,f the institutional base for provision of services 
ill 


up thu agricultuiral elucatiol
 
tt IIetarii,'r, the activities which make 


tu objective of providing

pr-tic aro' iimtdit''lv and dir,tly rlttd to 


)i i-ert'tr the (TY idnt ificd th,' lac: of such pt rsonnel
 
such a h:.e. "he of 


suggv'sted

a,:a j;iior hot t l 'nc in the accomplishment of that object ive and 

perhaps the priority njeed in the ADP)ateducation was
that licu!l tral 


i p Sresent stagv. 

NICAL SCiIIoOLB. 	 "'WO-YEAI ACTIICUI,*I'UlUl 


in agr icul t.ur:il educat ion provides support to 3n
 
Th is act ivi ty 

colleg],e which performs specialized training in agricul­
aigrii'It nraI juniot 

to
it:, output of mid-!evel 	 agriculturalists is expected
turA srit",ces, 


will be able to work in the
 
mt.t rh,' n',',' for trainued personnel who 


private sector
 
Mini istrv o Agriclture 	as extet'ns5ion personnel or in tlt. 

'This activity addressps the single largest problem
in v/,rill; capaiti es. 


- the absence of an
 
of thi aigrirtultiir.: 'utat ;ionsystem in Costa Rica 


to produce mid- lewl semi-professional pir:ortol especially

ins- it it il 

I'X (.iiem . ii lent ;. 

Thie ta rget of tic activity is t.o estabhlish th, training facility and 

ll ADI'. Whlic the
 
to 	 ,iF, to assist in thn' ovrapriodu(.' IrI'.i ri("i Ituralist:s 

g he stuidv to visit thenot have adeq!.ait e t ime dtir ilvaiil ,lion 'Iea;, lid 


under stand thit this activity is pro gipsl'!; ing w 11
 
Ir.,inir iacilitV, we 


rPm ,ntq; undh r the loan. 'Thie tirist 48

and oii sc'hiedilp,, includim dish 

• 
lnt inllLtioni of 

nt ldun t '; have g.rad,,aited t nd a -t e':iploiy',l or ar' pl inni 

Four work in thi' MAG, fo,,i in tie CNP,

tleir vduneat ionui at a hi ht' r level .
 

Liet remaining
g s.,tvm;t'l, ten in p 'viltt entprprise and 


either Ieaching or pIusluing furtler study.
 
uix> in tII' I k.lihin 

are 
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II I * CO I'FRAI' IVI I I1N,OPM'EINT PROJII'ClI 

in loan funds and $2,400,000 in 
project providev $3,550,000This 

by the Cooperatives l)epartment of the 
to be administeredcounterpart funds 

I 
Ri Ca.Banco Nacional iC Costa 

to be re­
of the total funding is tor credit 

Five million dollars 

unions of cooperatives,(either federat:ions,lent to agricultural cooperatives 

and the Savings and
 

consumer cooperatives
or individual cooperatives), 


is the only one
The 1atter institution
Loan Cooperatives; Federation. 


for
to individual iarmers
through rural crediUt unions,

allowed to relend, 


is to be for financing coopcrative
All other lendingproduction credit. 


transportation equipment,

facilities, such as storage, working capital, 


with their cooperative may

who have crops storedexcept that far,,rsetc., 

loans on the stored crop.receive 

to be used for technical assst;In c e
 

Six hundred thousand dollars; is 

and $1(0,000 for equipment.
opel-t jn; expenses,

and training, $250,(0) for 
and the &OCR 

By June 30, 1973, All) disburs c i utms tWtal led 	 $1 ,29,3 


-
 The Ari 1-,lu c 
colone's (apprxiht'bt lv $183,O 1).

liad paid in 1,556,585 


s ',ws lW ior 1971 there! had been appovd

Loan Rport1973 Quart erly 


for agro- oops, 2,715,210 colone; for
 
5,422,261 colone-s;loans total ling 

fcrand 700,100 colonwsFedicrudito),
credit union'q (apparently throug 


loans of 8,,837, 491 colones; (about
 
a tota of approvtdconsumer coop;, for 

hliO.tias 16,510,903sul-loains was
The cumulative total for

$1,0/40,000). 

(almost $2,000,000.colone'; 
this credit isfor knowing whit 

These data above provide little base 

as to how much of FedIcredito's mo}ney goes
riaLionfor. There is' I 


2 is invtestt.d inicooperative
 
prr ' ,tion credit and how much 

to flarniels as 

has been converted into an indepe'ndenut ins tit ute (INF t COOP ) 

lThis; department 	 ain a study whic: wa; reqti red as 
as thi rc. kilt oI rc,,rownLedoit ions made 

me n t o f loan fund:; t o this; projc t. 
Condit ion precedent toidish rs 

2 The only infoliALio fHun' was; in the lan-Mar 1973 Lo n lrpoit that
 
for 2,715,230 colione;
to let1,divredito

stat ed that anmoi, the loan.s is5; one 
"directed production

tot il loans;) for exp/nnion of 
(about 177 of the 


credit prrogra..
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or group problems. In contrast the IRR, (See below) for a new loan proposed
 

as a Zollow-on of the 	 Cooperative Development (Loan-022) project specifies 

is the same as that of the General Credit activity ofthat the target group 

IRR states that the purpose of the loan is to encouragethe (022) loan. The 

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 

rerve a useful purpose in the ADP. First, we are convinced that itcould 


the small farmer with
is aplpropriate to test a number of ways of providing 

the services Iheneeds. Cooperatives may be one way in which such services 

can be provided effectively. Second, we point out that the experience of 

underdeveloped countries in attempting to increase agricultural production, 

technicalproductivity, and income through programs of agricultural credit and 

assistance provided, administered, and coordinated by governmental and 

other public inst itutions, and assisted by AID and other assi-itance provid­

ing institut ions,, i,as not been such as to permit unqualified optimism as
 

to tLhe probability of success of such programs. Certainly the experience
 

is much better in those cases in which private organizations motivated by
 

tLhe inceiltive of making a profit out of the production and marketing of 

by members (and in some case. with the added governmentalcommoditlies produced 

motivation of urgent nrtional necessity as in the case of countries such 

as Japan, Taiwan, and Korea) have provided an integrated package of technical 

assi!,tance, i,,put 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 ant approach agains-t the first.
 

IV. 	 MARKETING 1'O,!I:C' 

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 whicL make up
 

the marketing project.
 

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

U.S. technicians concluded that the private agricultural marketing system 
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The primary means
in Costa 	Rica was reasonably efficient and adequate. 


of government intervention in the market is through the CNP which is
 

fixes support
mostly concerned with the marketing of basic grains. It 


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
 

that most of these were being adequately addressed. One concern

developed 


fact that the CNP was losing money on its operational
was, however, the 


thus included
 
programs. A study of the management of its operations was 

as one activity in the A)P. 

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

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


the grain silos;
a. 	 Modernization of 


b. 	 Feasibility study for the seed processing facility;
 

Retail Outlet Evaluation Report;
C. 


Review of basic grains policies;
d. 


e. Credit Guarantee Study;CNP agricultural services and 

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

report. 

approach 	of making the improvement of the opera-

Consistent with the 


tue whole program financed
 tion of existing institutions the major purpose of 


by the AID loan, the study is aimed mainly at administrative procedures,
 

physical 	facilities, and management and personnel supervision and control.
 

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

the national marketing system is being considered.
 

AND HANDLING FACILITIESB. 	 GRAIN STORAGE 

being 	developed that
Apparently it was felt when the ADP was 
the
 

on yields and total production of grains
 
program might have such an effect 


to require increased efficiency in CNP's handling of basic grains and
 as 


The AID loan thus contained
increase 	in its grain storage capacity.
some 


equipment for handling, drying, and storing
$750,000 	for the purchase of 


CNP's central storage plants and for constructing and equipping
grain 	at 


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 seed processing activity in the
 
agricultural services project.
 

V. 	 LANI) TENURI IPROJ ECT 

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 Ceo­
,rnphic Institute (ICN) for photogrammetric services, 
 and $125,000
 
for equipment purchases. Over the four-year 
 life of the project, the Titling 
Department of JTCO 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 be benefitted.
 

Farmers receiving titles will pay direct costs 
involved over a
 
thr: -year period. These vary from about $18 for the first hectare to $1
 
for each hectare aver 100 hectares. The 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 tile small farmer ,ust have registered title to his land if he 
is to have access to credit, since the banks forrequire a land mortgage 
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 market, 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 adequately organized and functioning reasonably well. 
 There is some
 
shortfall in the provision of 
survey maps by the I(;N under tihe photoegrammetric
 

survey contract. Although this probably will 
result in some delay in
 
meeting the four-year area and titles goals, 
the matter doe; not appear
 

to be 	serious.
 

According to ITCO records 
as of August 31, 1973, they had received
 
from AI) for this project a total of 6,672,870.27 col one; and had expended
 

6,644,797.42 colones under the contract with I(;N. 1
 

Counterpart fuLnd expenditure,5; for 1972 totalled 555,803 colones which
 

financed 
the ope rat ions of the titling and cadas tral division of ITCO 2 . 

Figures for 1973 were not available.
 

B. 	 GtJARANTY FUNID FOR LAND PURCtHASES 

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 admini:;tered by ITCO is provided for in the
 

loan agreument, $750,000 to 
come from th loan and $230,00(1 from a GOCR 

Counterpart centliibut lon. 

The fund i:sto b, usd to grt 
rantuc to tth, :neller inq;lallmnrit pay­

ments to he made by the buyer group under a land sale contract. The 
scheme was included in the loan becatse of knwledge of ntrerous,; instances 

of large landowners willing to s;ell their lan in time (10 year; or so) to 
small 	farmers, workers, cnoperative groups or squatters on the land, if
 

they could be as;;ured of receiving payr.,nt.
 

As of September 30, 1973, the Gtualrantv iund had a total deposit of 
2,054,274.70 colones of which 	1,500,000 were 
from All) loan funds, 431,412.00
 

from ITCO and 122,862.70 from interest earned 
from investment of the fund.
 

I See 	"informe Sobre Actividades Rvalizadas lurant el Mes de Agosto de 
1973, 	"Departamento de Titulacion, ITCO, 
27 Aug 1973.
 

2 See "Informe Anual de Labores CorrespondienLte al Aio 1972," ITCO, Junio,
 
1973.
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At that time five groups had purchased farms on land installment 

contracts from tile 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 snall for the size of group. 

ITCO feelS that they had gained! sufficient experience to avoid such a 

situation developing in subsecuent operation,. 

With some additional experience ITCO should soon be able to clarify 

reserve lejels required for guarantee purposes, thereby allowing guarantee 

levels that are multiples of the amoint of th fund. 

It appears to us that the responsible division of ITCO has developed 

adequate procedures for processing applications, analy-zing feasibility, 

arranging production credit and technical assistance, etc., as required 

under the terms of the loan agreement. They presently are in various 

stages of procu.-;-ing another 73 applications of groups for participation 

in the Guarantee 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 seems to be what most sellers insist upon as a 

down payment. 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 ,ould not be economically feasible for the buyers. 

(2) Because f the low equity position of the new land-owning group 

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

credit. 
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is required to make the land 	purchaseAlthough the buyer group 

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
 

none have elected
presently operating newly acquired lands, 


plots.1

individual assignments of 
to make 

Although operating experience is ( f short duration to date, we con­

clude that the obvious social appeal and possible economic benefits to 

some rural peasants is such that the USAII) should make every effort to 

resolving the problems described above. We recommendassist the (;OCR in 


the following alternativev:
consideration of 


(1) 	 That the Land Sale Guaranty Fund be made available to guarantee 

to be used for making part of the downmedium-term bank loans 

cases where the projected landpayments to sellers, in those 

is such as to coverdebt. service capability of the project 

bot'A the ins;tallment on the land sale contract debt and the 

down payment loan re-payments. Con;ide ration should also be 

given to the pos:;ibility of miaking ,;orl part of the funds 

payment. To
available for loans to cover a part 	of the down 

accept a lower purchasethe extent that the selle r t ends to 

price with a higher down paywent, the total land debt payment 

burden will be reduce.' 

the production(2) That thes;e group; ht provided 	 special access to 

credit Cuaranty Fund dJrin g the fir:;t two years of their opera­

tion, in order to overcome the hesitancy of the SBN to make 

production 1Iu..is to them. 

be
As additi onal experience i; ga inid, the re;ults; shiould 

analyzed in depth to determine the f easibility of converting 

financing system 'orand expanding the fund into a guarantee or 


sales of smaller tracts; to existing small farmers or to rural
 

peasants without land.
 

interest in view of the popularly felt notion
1 This is of cons iderab1e 


that Co;ta Rican small farmers are fiercely independent and do not tend
 

to cooperate. The Sub-Director of ITCO indicated that ITCO had fully
 

expected the opposite result.
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It has been suggested that:
 

The fund must be permanent in nature since the guarantees are
(1) 


long-term in nature.
 

(2) 
 The fund should exist as a segregated "trustee-type" account
 

see that the claim
for psychological reasons, so the seller can 


is backed directly, and not just by a government promise.
he has 


that the cash must be paid into the fund and that
This means 


fund investments must be sufficiently liquid to be converted
 

the fund.
into cash quickly to cover any unusual runs on 


(3) 	 The permitted investments by the fund should be earmarked for 

loans to small farmers, especially medium term land improvement 

loans.
 

appear to us to be consistentThese suggestions are reasonable and 

In fact, we feel that without the firstwith the objectives of the fund. 


to function will be impaired. The third
two, the ability of the fund 


suggestion is consistent with the agricultural development program in 

a system would need to be developed that would allowgeneral. However, 


the fund manager to maintain top earnings from fund investments, consistent 

levels and liquidity requirements. If the BNCR werewith 	acceptable risk 

willing to take on the responsibility of assuring fund liquidity by 

borrowing (in effect) on a demand note for relending to small farmers for 

medium term land improvement loans, this probably would be adequate. The 

quest ion 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 

to determine if a feasible arrangementBNCR and the GOCR should be in order 

could be made. 

V1. COMMUNITY ORGA:NIZATION PROJECT 

This. project of the Agricultural Sector Program provides support 

to community development and municipal development activities at the 

The rationale for its inclusion in thenational and regional levels. 

loan was the recognition of the need for greater participationsector 

of local governments in rural development efforts to improve the rural 

the project was stated to be to increaseenvironment. The purposie of 
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the capacity of the National Office of Community Development to provide
 

training and supporting assistance necessary to make community development
 

to participate in
 a stronger force in rural affairs, prpare members 


the general environment of
community development activities and improve 


cooperation and coordination of national and regional agencies and local
 

governments engaged in such activities.
 

While no specific targets were established for the project, actions
 

to 12 regional
anticipated were to decentralize the NODC and its personnel 


and
 
centers, develop annual p'ars, provide training programs for national 


regional officials and local participants, and provide technical assistance
 

for socio-economic resarch and training.
 

of the project was restrictedBecause of tii"( limitations our study 

has 
to secondary sources of information. We understand that the project 


been engaged in organizing the administrative structure for promotion of
 

in general, has developed methodology
the community development activities 


and philosophy and conducted promotional activities of various sorts
 

(including radio) to "spread the word."
 

of this report the AID lission states thatIn commenting on a draft 


"the importance of the rural environment and what conmunity associations
 

farmer and agri­
can do for local farmers is the key aspect of th small 

clear that any influence
However, it seems
cultural modernization process." 


in its impact.

on the farmer's welfare will be indirect and very long run 


We thus suggest that the priority of the project be examined in relation 

to other program elements in the loan and in relation to possible programs
 

t:o
 
for increasing small farmer participation in associations designed 


for example, mariting cooperatives or producer
benefit him directly as, 


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 o!' credit going to small farmers; (3) increase the amount 

of credit going for short term production loans as opposed to that going 

farmer credit to priority cropsinto investment, and (4) direct small 


to make the program
rather than livestock. In addition, it was desired 


more flexible through relaxed requirements f-r 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 guarantee activity was
 

Set up in the program.
 

I. 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
 

receiving credit for production purposes. The sub-project is
farmers 


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 1/2% for the second five and 3 1/2% thereafter. rhe 

banks lend to small and medium farmers at 8%. No AID funds arc: to be used
 

for coffee, cotton, sugar cane, beef or bananas. Priority crops and
 

products include basic grains, fruiti 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
 
1 

colones each) had been disbursed by AID and the BCCR. By October, 

1973, according to the October, 1973, ATAC Evaluation Report, 51.5 

million had been relent to small and medium farmers. Additionally, 

loans to small and medium farmers under the banks' own programs had 

increased considerably as evidenced by the fact that total credit to 

small faruiers 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 

cf 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 

farmer credit has been open-ended.categories without limits. Small 


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 lovan portfolio
 

for small farmer credit by 5% per year. The SBN has far exceeded that
 

figure. Data shows that for the period from December, 1970 to October,
 

1973, outstanding loans to small farmers increased from approximately 

$22 million 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
 

1)rogress reports show an increase from 11% in 1970 to 21% in 1971 

The program called for 23.2 million colones from All) and the same amount
 

from the Central Bank. Since AID disbursed at the highest current exchange
 

rate, and that changed from 6.62/$1 to 8.5/$1, AID still retained $600,000
 

at this date.
 

2 T1his 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. 43. 

59
 



1
 

as of June 30, 1972.
 to 26% 


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 appears that lack of resources for small farmer credit was not a 

significant constraint on the achievement of such results since the SBN 

provided 84% 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 results give some detail on charac­

teristics of AID/SBN clients and other SBN 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% 

(24% for AID/SBN clients) have more than 20 manzanas (35 acres), 45% 

(30% for AID/SBN) have gross capital of more than $6,000 and 25% (12% 

for AID/SBN) more than $12,000; average net family incomes run close 

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

By comparison, 177 (24% for AID/SBN) of the borrowers had farms
 

of less than 2 manzanas (3.5 acres), and 17% (28% for AID/SBN) had gross
 

$1,200.2capital under 

See Progress Report, April-June, 1973, p. 41. And "The Agricultural
 
Credit Project of the Agricultural Sector Program of Costa Rica," 
A. Brown, Al) Spring Review, Vol. II, February, 1973, No. SR 102, AID/W, 
p. 39. 

2 Prelimninary 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 loans from the national
 
1
 

banking system. IThe 1973 census shows some 79,000 farms. There are
 

an estimated 65,000 rural family dwellers on plots too small to qualify
 

as farms undLr the census definition. This latter group is not excluded
 

from the small farmer target group of the credit programs. 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. 

Nevertiel.ss, it would not be unreasonable to es timate the target 

group at 100,000 farmers at most. On this basis it might be estimated 

that roughly 25; ,f the target group is being reached by the banking 

system. It may be that the effective target group is sa:,l ler and the 

percentage reached higher. This is undoubtedly a great accomplishment. 

Unfortunately, however, it is not possible to reach concluiions as
 

to the effects of the program in income and production terms or as
 

to whether funds might be more effectively spent on diflt,rent types of 

programs. The initial studies did not provide the analvsis or objective 

criteris required for selection o act ivitLies based onii coiiderations 

of trade-offs involved among altrnatives. As indicated in Chapter 2 

the few studies which have been c'nducted of incum, effects of activities 

similar to those included in the AD' are inconclusive. 

The 1.973 survey of SBN and AID funded small farmer credit program 

does not provide information wiich is lielpful in appraising the extent 

to which credit affects the economic condition of the user. 

A study was made in 1966 of 193 small farmers who were clients 

of the Nat ionil Bank of Costa Rica. These farmers were selected by the 

branch banks from among those clionts who had horrowed 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 total loans made to small farmers, but many receive
 

more than one loan (e.g., a crop production loan, and a livestock loan).
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to 1966 for this "elite" small farmer clientele.
worth change from 1955 


$4,973 in 1955 and had increased to
On the average, the net worth was 


$14,625 in 1966. 1 This change apparently is in current colon equivalent
 

If so, price increases have not been accounted for. Furher there ir no way
 

to determine to what extent net worth was increased through investment
 
2 

of off-farm income. 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. 

In contrast, a 1964 study by the Central Bank 3 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 

this wasincreased their incomes at all. The bank concluded that 

because the credit did not result in productivity increases. 

A recent vayocy by an AID financed IICA management study group 

costs doubt on the existence of positive economic and production benefit
4 

to some farmers receiving credit. '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., lead. to the conclu.sion that a first 

priority activity under the program should be to find out. We so recommend. 

A continuing slurvey and s;tudy process for finding out should be
 

carefully designed and tihe results analyzed in a way that can pinpoint
 

the reasons for lack of income and production response when it exists.
 

1 

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

2 Recent data, r f lrrvdto later, indicates that more than 50% of small 

farmer :;BN customers' incomes is earned olf-farm. 

See reference in AID 1973 Spririg Review paper by Gonzalez, p. 81. 

See Chapter 2 for a discussion of this study.
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II. 	 INCENTIVE GUARAT:EE FOR PRODUCTION CREDIT 

This project creates an experimental fund within the Banco Nacional 

de Cos aRica -(BNCR), which according - to the -loan agreement- description,,__ 

input 	supply companies to
was to guarantee advances on inputs made by 	 1 

small 	farmers still using traditional . -thods of production. If the 

farmer was unable to pay due to lack of sufficient increased production 

to pay costs, the fund was to be used to reimburse the input supplier. 

Such operations could be guaranteed for the same farmer for only two 

years. lie would then turn to the general credit program for financing.
 

The AID loan was to finance $750,000 and GOCR $250,000 for a total
 

to Guarantee Fund of $1,000,000. The scheme was conceived as a temporary
 

device (three years) in order to provide a means for inducing an estimated
 

5,000 	nLiw farmers to use credit for modern production inputs.
 

To date disbursements to the fund total $579,347 from AID loan
 

funds, and the equivalent of $50,302 from the GOCR,
 

The manner in which the fund operates is considerably different
 

from the scheme as originally conceived. It was soon found that input 

supply companies had no interest in providing small amounts of inputs 

to small farmers and committing themselves to provide technical assistance, 

as well. As a result, the BNCR is making the loans directly to small 

farmers, including 4-11 members who take on projects of sufficient size 

to be considered economic. As of August 31, 1973, there had been a total
 

of 3,798,000.00 colones disbursed to the fund, and 2,915.90 colones had been
 

result of crop losses by four small farmers. Losses
charged to it, as the 

were the result of heavy rains in one case (for beans) and high winds (in 

tobacco) in the other three. The losses were partial and, as a result, the 

farmers were able to pay from 40% to 76.5% of the principal of their loans.
 

Outstanding loans at the end of August, 1973 amounted only to
 

1,326,696.25 colones, about 23% of the disbursement to the fund.
 

It is recognized by the BNCR and USAID that operations under
 

the fund have been moving slowly. This is to be expected in view of
 

the fact that the farmers who are eligible are very small and have not.
 

The companies were to provide technical assistance as well.
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previously had experience 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 Danager of the fund indicated that new efforts are being 

made to increase the number of farmers under the fund. He feels that 

any increase mus;t come from BNCR and IMAG staff efforts. 

We recommend that the fund be continued for an indefinite period 

of timt, beyond the anticipated three years, and close records be maintained 

on performance. At the same time, we ;uggest that alternative methods be 

explord for making the Incentive Guarantee fund more effective. Examples 

of possible alternatives are given below. 

The fund might be administered by the National Insurance Institute 

as an expanded COVerage Linder its regular crop insurance program for 

crop loss due to "fu2rza mayor." Such expanded coverage would be for 

"te(chnology package recommendations" that proved unreliable and the fund 

would pay out in ca;e; where HAG recommended new improved inputs or 
1

results.comb inations of technology did not achieve expected 

It tni gh t be u;ed to bring about th: use of "technology packages" 

on "demonstration farms'' selected by HAG ;taff from among "leader 

farmer.;" of a wide range of small and medium farmer types. To be eligible, 

the farmer would be required to commit him.self to the entire set of 

recommendaLtions, allow access by neighboring farmers to observe progress 

and re;ult.s, and allow field days a, appropriate. 

Farmers would be selected from among smrall to medium groups, 

using traditi(.nal to modern technology, where a significant departure 

from u;ual pro,:t ices ir,to be required. Participat ing farmers might 

serv, as a coiduit to more rapidly di;s;eminate new teclinology or practices 

onto farm, te.!;t new teCmology under varying condition,;, and overcome 

some exis;t ing ,;hort coming .uch a; lack of adaptive research areas and 

faci I it ies-!;.
 

A program mibh be operated through cooperative groups that include 

a large proport ion of small farmers, withi the fund serving an insurance 

role at the coope ratiw, !evel for input payment losses suffered as the 

re;ult of farmr member production losses or failures to reach anticipated 

Yield increases sufficient to cover added costs. 
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the banks. It was asserted
levels, due to conservative lending policies of 


farmers were investing
for example, by the Vice-Minister of Agriculture th.t 


for improved corn production instead of
only about $30/manzana in inputs 

$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 

inpiits should be induced to intensifythe farmers now using improved 

that use greatly. The incentive guarantee fund might be expanded to 

by small and medium farmers cover this type of intensification effort 

be charged the succe,;sful ones.and bankers. Again, a premium might 

should beSince the fund is experimental. necessary resources 

proper records of activities and results ,nd for
provided to keep 

results in relation to other program activities.comparative analysis of 
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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 elements 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 -as 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 organization 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 analyses 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 element 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
 

facie logical and internally consistent. If the objective is to increase
 

production in the sector through programs administered by governmertal 

agencies, under the circumstances which exist in Costa Rica in which 

the larger farmer and primarily export-oriented portions of the sector 

are performing well, choice of those farmers who produce primarily for
 

the domestic market, and are relatively small in size and yet are not
 

so small as to be a non-economic enterprise as the target population is
 

reasonable. 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 economy system make the decision 

to adopt a strategy under which credit, technical assistance, and pro­

duction inputs are 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 high export 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 increase the ability of insttitutions to provide such credit 

and assistance effectively and efficiently and which will expand the 

volume of the credit and a;sistance provided. Some evidence was; obtained 

in the studies conducted in connection with development of th, program 

which supported that hypothesis. Further, the studies did identify 

deficiencies in the institutional ability to deliver the services; to 

the farmer. 

The principal deficiencies we see in the anal ytical method used 

and the concept and strategy adopted are: (1) Alternatiye approaches, 

either in terms of means for improving the economic and social condition 

of the small farmer, or of means of providing him with ;services considered 

to he required, were not analyzed in any depth. It was not poss;.ible 

to say that the approach adopted was better than other practical ways of 

improving the small farmer's economic and social condition or that the 

deliyery of services wa, eupvrijr to otherapproach to cbtaining improved 

ways of delivering sucb services. (2) There was noLt built into tLhe 

concept ind approach an elenent of skepticism as to the certainty that 

the t xpected inv'rea.5;e ; in production and iicome would flow from the 

Thi.s resultedcoordinated provision of credit and technical assistance. 

in failure to incorporaite into the program adequate provision for 

evaluation of alternative methods; and eviluation of res;ults; with a 

view to modifying methods or, if neces;s;ary, adopt ing a new course and 

strategy. We recognize that it i; plaus;ilble to argue that it is; better 

to ,et started with a program which preliminary analys;is; sugges;ts is 
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rcasonable without waiting for time-consuming analyses of alternatives. 

We do not quarrel with a decision to start on such a basis. We do feel 

strongly, however, that when such a decision is made it should be 

for analysis of alternatives and in-.iepth examina­accompanied by provision 

tion of the validity of the original analysis and hypotheses as the 

program proceeds. 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 

time 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

sidered and tie reason! for the acceptance of some and the rejection
 

of others, of the rationale underlying the approach and strategy adopted,
 

it. We are also convinced
and of deliciencies and difficulties seen in 


that the present All) procedures for considering sector loans are not
 

Nonetheless;, such documentation, which
coniducive to such documentat ion. 

was not prepared in thi.s5 case, is essential to effective con:;ideration of 

issues involved in sector loan.s , to that understanding of purposes 

and object ive'; which is essential t effectiye program implementation 

and evaluiiatiomn, and to the ability to make progr am changes as experience
 

may indicate a need for them.
 

that it would ha.ve been desirable, if
Finally, it appears to u.; 

to the Costa Rican group workingposs;hibe, to have had, in aittition 


under an All) contract', personnel from th Cos ta licgii governiment and
 

othpr Costa Rican agc ie; involved in the program dev elop ient process
 

and far more of a leaid.ier:hip role to have been played by them.
 

in both regular and
The statvemnt. of program purpoe contained 


special reports prepalred tlder the proralm, the i,:iphas; given by Cos;ta
 

Rica"i and Mission p'rsonne1'l in d ic i ,,ions withi tth.ew, the Iactot,; being
 

cons idered in progress and evaluation report.s as i tindicators of s;uccess
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or lack thereof, 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 tile annex 

to tile CAP as being the objective of the Agricultural Services Project, 

that i,, provision of "a public sector institutional Iramework orgzanized 

and provided with the ne!cessary resources to carry out a sector prctgram
 

whose small farmer focus places a heav burden o-, public planning, 

While the ultimateprogramming, and technical assistance efforts." 

goal of the program is implicitly accepted, it has had little operational 

significance and tle proposition that if a program of providing technical 

operated in an efficient and
assistance and credit to the small farmer is 


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 expended,
 

additions to staff, etc. Evaluations
credit. extended, persons trained, 


have not been extended to cover outputs such as production, productivity,
 

and farmer income changes or to cover results in terms of indications
 

of ir.proved coordination or increased efficiency. Interest has yet to
 

develop in extending evaluations 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; will not be achieved during the four-year span of
 

strengthen the
loan disbursement. However, it should be possible to 


farmer effectively,
national institutional capability to serve the small 


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 areas covered by the 7 projects included in the 

program and assisted by the loan are inclusive enough to provide the 

basis for a broad program directed at improving the economic position
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of the target population. However, they are not comprehensive enough
 

to address the problems of that portion of the population living on
 

In addition, while the number of activities, included in
small plots. 


the projects, is large, they do not provide for a complete program in
 

each project.
 

The grain and seed laboratories, the seed processing facilities,
 

and t10 food technology laboratories seem to be activities which have 

utility in themselves. However, they seem to be only peripherally related 

them in terms of relativeto small farmer problems. The emphasis on 


other activities, particularly
resource inputs seems disproportionate to 


in relaLion to the activity for strengthening >AG headquarters, which
 

is considered to be of much importance, to which $132,000 of loan funds
 

$995,000 for those three activities.
is assigned as compared with a total of 


The activities under the marketing project, consisting of a CNP
 

management analysis and the provision of grain drying 	and handling
 

to meeting the
equipment, fall short of being an integrated approach 


small farmers' needs for marketing services. This if; particularly true
 

in view of the limited scope of CNP's marketing activities and the fact
 

that the study seems to be related to problem; of internal administration
 

rather than roles and functions to be performed and services to be
 

providd. 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 poss;ibility of new projects 

i'; being considered).in agric-ultural and marketing services and cooperative'; 


There have, however, been some shifts in funds among projects. The coordina­

tion and evaluation activity has been increased from $125,J00 to $250,000,
 

and it appears that the seed 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 delay; in implementation of
 

all projects, except agrictultural credit, and disbtur;enentis are running
 

in the CAI). Total disbursementssignificantly behind the schedule contained 

were projected at the equivalent of $11,655,009 at the end of 1973. As 

of October 31, 1973, total disbursements amounted to just under $7,500,000. 
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account for some part of this shortfall. However, itExchange rate changes 

is due primarily to delays in effecting tLe planned institutional changes
 

and in getting certain projects underway 	as anticipated. Shortfalls
 

have been greatest in the seed processing facilities and grain drying
 

disbursements and
and handling activities on which there have been no 


on which disbursements have been
the agricultural education project 


less than $80,000 as compared with a projected $1,200,000. About 40%
 

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


and Just over 50% of he projected amount has been disbursed on the 

community organization project.
 

In view of the regular progress reports made under the loan and the
 

annual evaluations made of progress in establishing and strengthening
 

(one of whichthe institutional base for assisting the small farmer 


we have made no attempt to examine
evaluations has just been com-leted), 


reports should be referredthis aspect of the program in depth and those 

to specific progress in this area. However, examina­to for information as 


un even
Lion of those reports and our own obseriations convince that, 

though the prog ram is con.siderably behinid s chedale, substant ial progress
 

has been made in establishing and strengthening the institutional base
 

was contemplated. Our concernsfer providing services to farmers as 


that aspect of the program are inlicated below.
with respect to 


have led us to believe thatOur observations and di.scu.ss ion; to 

in the coordinationdate CAN and the CANuito.5 have had limited influenc e 

of overall AI)P activities. A similar conclusion Lan be drawn from the
 

April 1973 report, "M:inag(.aiet of the Agriultural Dvelopment
IAAS 


Program of Costa Rica" previously referred to. That report concludes
 

in which
that there is no planaing or programllming 	 at the regi onal level 


nor a program for joint activi­
all (oncerned orgnaizaions partircipltv, 


one CANcito were
ties. We did obsrve however, that CAN and at I ,a'st 

to d(elop such program;.attempt ing 


far to ,. Firs t is
Thi.s s.itu ation is probauly thY r!;u It of m/any 

aud th, CA i , a . e lti ivi ly newthe fact that the rorganize'd CAN 

CAN
and require tim, to become' effective. Second, m~ay be th fact 	 that 

and coor­
has no legal ba;sis for obtaining acce ptance of iU programng 

dination of activities of the institutions engaged 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 proirams and activities 

of entities which have their own mandates and autoTomy. This probably 

is further complicated by the fact that such enti-ies, especially the 

banks, are required to serve all segments of agLiculture, not just the 

small farmer subsector, with possible 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-istitutional coordination. Thus, while we do not despair of 

a worthwhile coordination role being played by the CAN/CA;cito structure 

and recommend continued support of strengthening it, we are convinced 

that too'much dependence is being placed on its, success as an essential 

element in the iveralI success of the program and that there is need for 

building iniio the program provision for careful and continuous evaluation 

of itB progress and for searching for and experimenting with alternative 

programs, the ;uce,. of which are not so heavily dependent upon inter­

institutional coordination in planning and implementation. Integrated 

programs operated:Ly existing producer organizations, cooperatives, and 

similar institution!, might be poss.ibiiities. 

The other major area of concern is that of the 'Ilin-istry of Agricul­

ture its;elf. The Ministry has been restructur,_d through the appoint­

meat of two Vice Mini..ters and a Director of Operations in order to 

imprave internal coordination. However, we have the impress ion that 

much remain!; to he don( to achieve the needed degree of internal coordina­

tion. A similar conclusion seems to have been reached in the IAIAS report 

referred to above. A similar impression is also gained from other 

repor t n. 

Progres; has been made in reorganizing and equipping the regional 

officon of the Ministry. Iloweve r, the director of the regio.ial offices 

remain; a Director of Extejsion S&ervice!;, res;pori,;ible to that service in 

th Hi inistry ra hir than a Director of Regional Operation; responsible 

to the Director of Operatiens 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 delineation 

of authority and responsibility between the MAC 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 tLe strengthening of the Ministry 

has consisted of the provision of a major amount of office and other 

equipment and vehicles to the regional offices a-, small 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 teclhnical assistance, apparently primarily in the form of advice or 

organization, seems 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 C\ N function 

and deserving of at least equal emphasis and even greater support and 

ass is tance. 
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ANNEX 	 I 

Suggested Specific Pilot Programs
 

A. 	 Area Development Project
 

1. Select an area within a region thar 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 area is an economic unit in the sense that it is 

within the area 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, establish a. "area
 

development plan," including investment, manpower, policy and public
 

si:rvice requirements. 

4. In conjunction with the private sector, develop an implementa­

tion plan, including organizational structure, and joint and several 

respoisibilities. 

5. 	 Finance, staff and execute the plan.
 

B. 	 Government and Cooperatives Services Integration Project
 

At the regional or sub-regional level, seek out those farmer coopera­

tives that appear to be basically solid and viable. Develop agreemcnts 

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 agencies, private
 

suppliers and production buyers, etc. , thereby having government 

and national 1.rivate company activities function at the "wholesale" 

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

C. Pilot Project in "All External Risks" Crop Insurance, through the 
National Insurance Institute (with appropriate Governmnent Agency 

Cuara i tee 

In a selected region or sub-region, utilize the production Incentive
 

Guarantee Fund in conjunction with normal crop insurance provided by the 

National Insurance Institute to insure against Ll risks (except farmer
 

negligence in following instructions or caring for his crop), including 

non-performance of officially recommended technological packages;
 

cov_-rage would he for added costs of the package, plus value of any 

production loss over 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, eithe: with the responsible 

government agencies on a priority basis, or their approval of services 

to be provided by cooperatives or private sources. 

T 'o types of farmers would be insured: 

I. 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 Land Sale Guarantee Fund for Financing Farm 

Enlargement Purchases by Individual Small Farmers 

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 

of bond isrue sponsored by the itCCR or other appropriate governmeat 

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
 

area could be selected and the existing fund could be 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 Agriculture Development Program 

BCCR Central Bank of Costa Rica 

BNCR National Batik of Costa Rica 

CAN National Agriculturat Council 

CANcito Regional Agricultural Council 

CNP National Production Council 

Fedicredito Savings and Loan Cooperatives Federation 

GOCR Government of Costa Rica 

IGN 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 

AIAS (IICA) Inter-American Institute of Agricultural Sciences 
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