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AGENCIA PARA EL DESARROLLO INTERNACIONAL 
MlSlOH ECONOMICA DE LOS ESTADOS UNIDOS EN COSTA RlCA 

Apartado PosIal 10053 
1000 San Jose Costa Rica 

T ~ M I O ~ O  20-45-45 
Telex 3550 AlDCR KR 

Fax (506) 20-34-34 

Name of Country: Costa Rica 

Name of Project: Forest Resource for a Stable Environment 

Number of Project: 515-0243 

I. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as amended, 
I hereby authorize the Forest Resources for a Stable Environment (FORESTA) 
Project for Costa .Rica involving planned obligations of not to exceed Seven Million 
Five Hundred Thousand United States Dollars ($7,500,000.00) in grant funds over 
a three-year period from the date of authorization subject to the availcbility of funds 
in accordance ~ d i h  the A.I.D. OYWallotment process and administrative approval, 
to help in financing foreign .exchange and local currency costs for the Project. The 
initial obli ation w~ll not exwed Five Million Five Hundred Thousand United States 
Dollars ($ 1 ,500,000.00) in FY 1989. The planned life of the Project is seven years 
from the date of initial obligation. 
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protected areas 
, surrounding 

enhanced ~ntegratd and 
participation within 

A. General Operations Component, which will develop the overall plans 
and uidelines for the Central Cordillera and strengthen the Foundation for the 9 Dsve opment of the Centrat Vokanic Cordillera ("Foundation") - the administrative 
organization to carry out project activities; 

B. fvlana ement of Protected Areas Component, which will improve the 
management of an t! access to the pr~tected areas; 

C. Management of the Natural Forests for Production Component, which 
will improve the management arrd exploitation of existing forests compatible with 
commercial use; and 

D. Integration of Trees on Farms Component, which will encourage 
ref/orestation and agroforestry pralctices on relatively deforested lands and foment 
community participation in improveid forest management and use. 



3. The Project Agreement, which may be negotiated and executed by the 
officer to whom such authority is delegated in acccrdance with A.I.D. regulations 
and Delegations of Authority, shall be subject to the following essential terms and 
covenants and major conditions, together with such other terms and conditions as 
A.I.D. may deem appropriate: 

A. Sou rce and On 'ain of Commodities. National'i of Services 

Commodities financed by A.I.D. under the Grant shall have their 
source and origin in the United States, or in countries which are members of the 
Central American Common Nlarket, except as A.I.D. may otherwise agree in 
writing. Ocean shipping financed by A.I.D. under the Grant shall be financed only 
on flag vessels of the United States, except as A.I.D. may otherwise agree in 
writing. 

B. Condition Prgcedent to Disbursement 

Because the FORESTA Project will work in a GOCR priority sector 
with stron su port and coordination from the government there are only the 
standard 8 on 8 itions Precedent (CP) to first disbursament of the dollar grant 
required for the successful implementation of the Project. 

However, the following CPs have been established precedent to 
entering into other financial transactions: 

(1) Prior to entering into the dollar subgrant with the Foundation andfrior 
. to disblirsing the local currency to the Foundation, the Foundation will provi e to 

A.I.D.: 

(a) a legal opinion of counsel acceptable to A.I.D. certifyin that the 
Project Assistance A reement has been duly authorized andlor ratifie by, and 9 8 
executed on behalf o , the Foundation, and that it constitutes a valid and legally 
binding obligation; 

(b) a statement of the name of the person holdin or actin in the 9 8 office of the Foundation specified in Section 7.2 and o any a ditional 
representatives, together with a specimen signature of each person specified in 
such statement; 

(c) evidence that the Foundation has functioning an acceptable 
accounting and internal control system; 

(d) evidence that the Foundation has entered into an agreement with 
a fiscal agent; 

(e) evidence that the technical support contractor has begun to carry 
out its contracted duties. 



(2) Prior to the BCCR making disbursements from the seperate account 
for the endowment, the Foundation will provide to A.I.D.: 

(a) evidence of the viability of the Foundation, and its capability to 
fulfill the goals and objectives set out in the Project Assistance Agreement; 

(b) a legal opinion of counsel acceptable to A.I.D. certifying that an 
Endowment Agreement has been duly authorized andlor notified b , and executed 

obligation, together with a copy of that Agreement. 
dY on behalf of, the Foundation, and that it constitutes a valid an legally binding 

Carl H. Leonard 
Mission Director 

USAID/Costa Rica 

Clearance: 
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I. PROJECT SUMMARY 

A. Backaround and Problem 

USAIDICosta Rica's recent natural resource strategy paper concluded 
that the primary threat to natural resources in Costa Rica is inappropriate land use. 
Perhaps the most alarming threat is the destruction of the country's forests - cut in 
half over the last 17 years. Unless this trend is checked, the remaining commercial 
natural forests will disappear in less than 10 years. Projections indicate that unless 
drastic steps are taken immediately, by the end of the century the annual import bill 
for wood could rangs from $50 million to more than $200 million, cancelling many 
of the macroecononi!~ gains from the GOCR's economic stabilization program 
supported by the Mission. 

Although the Government of Costa Rica (GOCR) has recently begun a 
rogram to encourage reforestation, commercial tree hawesting cannot begin for at 

East 20 years. Therefore the medium-term problem of wood availability stdl needs 
to be resolved. In addition, forest plantations will not provide many of the benefits 
of natural forests, such as biological diversity. 

Approximately 13% of Costa Rica is currently protected as wild lands such 
2s national parks, wildlife refuges, and protection zones. Mort of this area has 
steep mountains or oxtrem,?, environmental conditions which make the land 
unsuitable for other uses. However, as the commercial forest and agricultural land 
disappear, these wildlands are coming under increasing pressure of colonization, 
deforestation, poaching, and other forms of degradation. The government 
agencies responsible for rotecting and managing these areas (the National Parks 
Service and the National E orest Service) suffer from a severe lack of resources and 
bureaucratic inefficiency in the field. 

Perhaps the greatest potential for medium- and long-term wood supplies, 
wliife protecting biological diversity, is to Improve the management of the ex~sting 
f~res'rs and continue to encourage reforestation and agroforestry where appropriate 
- i.e. land-use raanagement. 

B. Proiect Goal and Punpose 

'The project goal is to support Costa Rica's long-term economic 
development by conserving and developin its renewable natural resources upon 
which sustainable economic growth depen 8 s. 



The Project's purpose is to develop forestry and agroforestry as 
economically and ecologically appropriate land uses in the buffer zones around the 

I 
i 

Braulio Carrillo, Poiis and lrazll National Parks and other natural protected areas of 
I ~ 

the Cordillera Central, and to support management of these protected areas. This 
will be accomplished by strengthenin an independent private foundation (the 
Foundation for the Development of the 8: entral Volcanic Cordillera - herein referred 
to as the "Cordillera Development Foundation" CDF) or the "Foundation"), which 
will provide direction, technical assistance, coor d ination and funding to (a) Improve - 
the management of the national parks and other natural protected areas in the 
Project area, (b) improve the sustainable management and production of the 
natural forests of the buffer zone around the parks, and (c) assist the residents of 
the area to increase their income and improve their land by integrating trees into 
their farming systems. 

C. Project Activities and Ex~ected Achieveme& 

The Project is organized into four components: 

I. General Operations Component, which will develop the overall plans 
and guidelines for the control and use of the Central Cordillera and strengthen the 
Cord~llera Development Foundation as the administrative organization to carry out 
project activites; 

2. Mana ement of Protected Areas Component, which will improve the 
management of an ! access to the protected areas; 

3. Management of the Natural Forests for Production Component, which 
will improve the management of exploitation of those existing forests compatible 
with commercial use; and 

4. Integration of Trees on Farms Component, which will encourage 
reforestation and agroforestry practices on relatively deforested lands and foment 
community participation in improved forest ma.nagement and use. 

By the end of the Project these activities will have achieved the following: 

the strengthening of the Cordillera Development Foundation (CDF) as a 
permanent private organization primarily responsible for the control and 
use of the natural resources of the Central Cordillera; 

the effective management, through the CDF, of the protected areas and 
their buffer zones in the Central Cordillera; 

the creation of at least one efficient forest enterprise integrating forest 
management with wood processing and marketing; 

the end of rampant deforestation in the Central Cordillera and support for 
active reforestation programs; 

the support of area residents for land-use management and agroforestry 
practices on their own lands; and 



- an increase in local hcomes through improved forest management and 
new jobs created by the CDF and the forest enterprise. 

The direct beneficiaries of this Project will include the ap roximatsly 1 40,000 inhabitants of the project area, and the approximately 250, 00 annual 
visitors to the area's national parks. The indirect beneficiaries will include Costa 
Rica's wood products industry, most residents of the Central Valley (80% of Costa 
Rica's population) who depend on water from the Central Cordillera watershed, and 
all of the wildlife of the1 Central Cordillera. 

D. Project Costs a d  Funding 

A.I.D. will contribute $7.5 million in Development Assistance and the 
GOCR will cantribute C1,2QO million from ESF- enerated local currency jointly 
programmed for this purpose. The budget for the 1 roject is as follows: 

TABLE 1 : SUMMARY PROJECT BUDGET 

(Millions of dollars or Dollar 
equivalent) 

I. CDF 

A. General Operations 

B. Management of Protectsd Areas 

C. Natural Forest Management 

D. Trees on Farms 

E. Administration 

11. T.A. Support Contract 

Ill. A.I.D. Project Adviser 

IV. Audits and E v ~ I J ~ ~ ~ o ~ s  

V. Inflation and Contingencies 

VI. Endowment 

TOTAL 



II. BACKGROUND AND RATIONALE 

The Missl:on's I987 "Natural Resource Management in Costa Rica: A 
Strategy for USAID" analyzes the relevant information available on Costa Rica's 
soil, forest, wildland, wildlife, water, coastal and energy resources. The analysis 
concludes that the common threat to all of these resourcss is inappropriate land . 
use. Spontaneous, often chaotic exploitation of resources has resulted in 
numerous unstable land use systems which threaten to degrade further the 
resource base upon which development depends. . 

A particularly alarming threat to future d velopment is the destruction of 2? the country s forests. From an area of 26,000 km covering more an half of the B country in 1970, the forests have been reduced to only 13,230 km covering one 
fourth of Costa Rica in 1987. Nearly the entire conversion has been into pasture. 
Pasture land occupies about 85% of the total land area of Costa Rica suitable for 
all agricultural uses. 

Of the remaining 13,230 km2 of forest, 4,200 km2 or nearly one third, 
are located in national parks or equivalent wildlands wh6m ornmercial sxploitation 8 of forest products is not permittad. A further 6,700 Km are located in forest 
reserves, wildlife refuges, indian reservations or protection zones where logging is 
permitted but with severe restrictions. This leaves about 2,300 ~ m 2  of natural 
forest 
available as a commercial source of wood outside of restricted areas. However, an , 

unknown fraction of the latter two categories should never be harvested because 
the forests are located on steep or especially fra ile lands. Studies indicate that 
these remaining commercial natural forests of 8 osta ~ i c a  will near depletiorr 
around 1995. In addition, unless drastic steps are taken immediately, by the end of 
the century the annual import bill for wood could range from $50 mill~on to more 
than $200 million, cancelling many of the macroeconomic gains from stabilization 
efforts and increased exports to which the Mission has lven priority In recent 
years. Therefore, Costa Rica must stretch out its rema ? ning forest resources 
through improved management and more effective utilization of sawmills. 

The development of forest plantations is also urgent1 needed to help 
cover the impending wood deficit. At present, there are less t 1; an 20,000 ha of 
plantations in Costa Rica, almost all of them very young, having been planted since 
1980. Efforts to create plantations are intensifying thmugh the use of various - 
incentives. However, since the trees need at least 20 years to produce sawtimber, 
plantations will not solve the medium-term lumber supply problem, nor provide 
many of the other benefits of natural forest, such as biological diversity. . 

In addition to natural forests and artificial plantations, a third source of 
sawtimber and other wood products are trees growing on farms: in pastures, along 
fence rows, in remnants of de raded forests scattared between agricultural parcels 
r d in secondary forests. ? liese sources are already supplying a significant 
: nount of Costa Rica's wood. 
nbout half of the cutting permits granted by the Directorate C'Ieneral of Forests are 
for this type of farm-grown wood. Increasing wood 



production from these farm sources offer potential because agroforestry is a 
widespread tradition in Costa Rica. 

Costa Rica has 13% of its land area (687,110 ha) protected as wildiands 
such as national parks, wildlife refuges and protection zones. Most of this area has 
steep mountains or extreme environmental conditions so that the land is not 
suitable for more intensive uses. This land provides important environmental 
benefits such as watersheds, wildlife habitats, recreation areas, and biological 
preserves, which yield benefits that cannot easily be valued in economic terms, but 
that are of critical importance for economic development and welfare. Another 
benefit of wildlands is their attraction for nature tour~sm which is already bringing 
millions of dollars of foreign exchange to Costa Rica annually. 

However, with the closing of the a ricultural frontier and the depletion of B forests, these wildlands (defined as natural and and water areas little modified by 
modern society, where wild species predominate - including forests, woodllands, 
brushlands, grasslands, deserts, natural inland bodies of water, and coastal and 
marine areas, and wildlife) are coming under increasing ressure of colonization, 
deforestation, poaching and other forms of degradation. P n many cases, wildlands 
stand as islands in vast expanses of degraded secondary forest and pasture. The 

overnment agencies responsible for protecting and mana ing these wildlands 
National Park Service - SPN and the General Directorate of or~sts - DGF) do not 9 F 

have the resourcss to do an adequate job. Chronic shortage$ of operating funds 
and bureaucratic inefficiency severely constrain 'rield operations. For instance, the 
Braulio Carrilio National Park, with its 44,100 ha, is managed and protectgd with a 
staff of only 36 individuals including 28 rangers (half of whom are paid through a 
private foundation), and an annual budget of less than $7,300 to cover all operating 
costs. 

Many of the land abuse problems mentioned above have their ori in in the 
indiscriminate clearing of forest. Consequently, proper management of t 1 e forest 
cover is one of the actions requiring the highest pricrity. Because a large 
proportion of the remaining forest is found in the national parks, management must 
mvolve both these reserved lands which are bein threatened, as well as the lands 3, with forestry potential that surround them but w ich are braing exploit& beyond 
their capacity. The "core" wildlands are best managed for conservation purposes 
when surrounded by a "buffer" where commercial forest development 
predominates and integrates harmoniously with agricultural practices. 

Consequent1 , USAiD/Costa Rica's strategy calls for the management of Y national parks as we1 as contiguous commercial forests. This combination offers 
ur~usual opportunities for demonstrating the complementarity between conservation 
and development, and creating rrtodels for expansion to other parts of the country 
and of Central America. These zones mitigate the affects of deforestation and 
other external pressures and make the park more viablo as a conservation area. 
The buffer zones to be managed under the proposed Project will be treated like 
concentric rings around the parks, with the parks themselves considered as areas 
of absolute protectior~. As one leaves the center "core" area, increasing levels of 
development are permitted. 



The proper management of the buffer zones around the parks has the double 
payoff of increased, sustained productivity of the land itsalf, as well as the 
numerous benefits generated by the parks which these buffer zones protect. Costa 
Rica nesds to act urgently in order not to lose its paoductivo and protective forest 
cover and the rich biological resources contained therein. 

B. The GOCR Natural Rescrurce D e v e l o p m ~ ~ d  AcAc'trvmea . .. 

The severity of the problems noted above has pcompted the GOCR to 
take a number of actions involving natural resources in Costa Rica. First, the 
National Development Plan (1 986-1 990) makes s ecial mention of the degradation P of the environment and the squandering of natura resources that has accompanied 
the country's econornic development. The rational use of the environment and 
natural resources is highli hted as one of the priority areas to be addressed during 
the period covered by the a ational Development Plan. 

In con'unction with its stated policy objective of increasing public sector C, efficiency (anot er of the priority areas mentioned in the National Plan), the GOCR 
recently restructured the respsnsibiiities for environmental affairs and natural 
resources of several ministries into one minisiry-the Ministry of Natural Resources, 
Energy and Mines (MIRENEM). This action concentrates in one focal point 
responsibility for programs dealing with the environment and natural resources. 
The objective of this resiructuring is to improve the overall coordination and 
management sf programs in the area of natural resources and conservation. 

In reco nition of csncsrns involving natural resources, the National 
Ass6mbly passe ! a new forestry law in 1986, and in 1987 the President signed a 
forestry emer ency decree which gives top priority to this sector. Tho new law 
gives more cout f to protection and strengthens incentives leading to improved 
management and more effective utihzation. Unfortunately, progress in 
irnpiementins the law and the decree has bean slow. 

A central part of MIRENEM1s strategy for long-terr~i natural resource and 
rotected amas development avcl management is the concept of "mega parksw. 7 his plan pro oses to merge Costa Rica1s many protected areas (including national 

parks, wildli P e refuges, national forest reserves, national monuments, forest 
production zones, etc.) into six major management units - 1.s. "mega parks". The 
mega parks will be managed by one or more private non-profit foundations. The 
foundations nili employ personnel (rangers, guides, administrators, etc.) to carry 
out the management act~vities. Much of the currerrt management responsibility of 
these areas within MIRENEM will eventually be turned over to the foundations. As 

- 
a result, MIR€NEM1s main responsibility will become progressively more policy and 
guidance oriefrted and less implementation. 

The Quanacaste National Park has been the first manifestation of this policy. 
The CDF, a more ambitious scheme, will become the second "mega park" 
program. The CDF, a new private organization, will be responsible for 
* ?plementing most project activities. The Foundation (CDF), created b executive . 
scree, is a "foilndation" ("fundaci6nW) under the law of foundations. y law, the 

Foundation laas a 
h 

five-mem ber 



Board of Directors: three members appointed by the Minister of MIRENEM, one 
member appointed by the Municipality of Puerto Vie'o de Sarapiqul where the 
Foundation is established, and one member appointe by the Executive Branch of 
the GOCR. 

d 

After a number of years concentrated on economic stabilization, U.S. 
economic assistance over the next few years wlll focus on sustained economic 
expansion through export-led growth. The Mission's Program Strategy states that, 
be inning in 1988, the Mission will broaden the export-led growth emphasis to 
inc 9 ude programs aimed at averting the deteriorati~n of the country's forests. 
Long-run sustainable rowth will depend upon the rational utilization and 
conservation of Costa I! ica's natural resources. Continued degradation of forest 
resources could result in future import re uirements for wood and wood products 
severe enough to offset much of the os tiva balance-of-payments impact of the 

producers. 

i? increases in nontraditional exports. T e degradation also affects the supply and 
costs of water and hydroelectric power needed by everybody, including export 

The Mission's 1989-1990 Action Plan lists the FQRESTA Project as part of 
the Mission's response to Objective No. 6: Manage and Preserve Natural 
Resources. 

D. Related A.I.D. Activities 

The Mission's last forestry-related project - the Natural Resources 
Conservation Project, 515-L-032 - terminated in 1985. While the project did not 
completely achieve its purpose, it did lead to some important ach~evements ayd 
lessons which have rovlded a strong foundation for subsequent projects.' It 
demonstrated the di R iculty of implementing several different though related 
activities in diverse areas of the country coordinated with several different 
government organizations. I '  

Currently, the Mission is providing some local support to the 
Forest Conservation and Management Project buffer zone 
management projact on the Osa Peninsula of is jointly 
implemented by the Conservation FoundationNVorld Wildlife Fund and the Costa 
Rican NeotrGpica Foundation. The purpose of BOSCOSA, which is similar to that 
of FORESTA but on a more modest scale, is to help @ons\srve the Corcovado 
National Park by assisting communities around the park to improve the use of their 
land. The project offers assistance in agriculture, forest management, processing 
of wood and community development. 

The Mission is currently considering a complementary watershed 
management project which would be closely coordinated with the FORESTA 
Project. During fls'cal year 1989, the Mission and the GQCR will design a small 
local currency activity to support the CaAo Negro Wildlife Resewe in north central 
Costa Rica. 

A.1.D.k Regional Office for Central America Programs (ROCAP) is 
currently financing the six-year Re ional Tree Crop Production Project operated by 
the Tropical Agricultural 8enter for Education and Research 



(CATIE) working jointly with the forest services of the five Central American 
countries. The pro'ect ends in August 1991. In Costa Rica, through the General 
Forest Directorate 1 DGF) of the Ministry of Natural Resources, this project trains 
personnel and develops techniques for planting and managing trees on farms. 

E. Related Activities bv Other Donors 

The lnteramerican Development Bank (IDB) recently signed a four year, - 
$12.2 million forestry development loan of national scope. The main objectives of 

1 this project are lo provide credit to rivate landowners to create 10,000 hectares of P forest plantation, and to extend the ife of the native commercial forests by reducing 
waste in the forest industry. About three fourths of the funds are to bo channled to 
private reforestation and industry via the banking system. The project will also 
develop a training component for forest managers/administrators and users. The 
loan is currently before the Costa Rica Legislative Assembly pending ratification. 
As the two projects are complementary, coordination and collaboration between the 
FORESTA Project and that of the IDB will continue while the latter awaits approval 
by the Legislative Assembly. 

The other major donor in this sector, the Dutch Government, providas 
forestry support to CATIE and to the National Autonomous University in Heredia. 

In June 1988 an agreement was signed between the GOCR and the 
Dutch Government for the establishment of a Forest Development Fund (FDF) r through a "debt swap" mechanism. This fund of over S $1 1 million equivalent will 
be used especially to promote tree plantin by small and medium farmers as well 3 as the protection and management o natural forests and other forestry 
development activities, over a period of at least four years, mainly in Guanacaste 
and the Atlantic Zone. 

The soon to be approved Dutch Trust Fund Project will be carried out by 
FA0 and the lnstituto & Desarrolls A g r m  (IDA). With a budget of approximately 
US $2.1 million plus support from the FDF, it will promote forestry development 
activities, mainly tree planting, by farmers in settlements primarily in Guanacaste. 

The Dutch Embassy manages a program of so-called small projects, with 
a cost of less than US $ 7,500 each. These projects help to start u small-scale 
forestry activities, such as nurseries and plantings on a very small sca el and in this 
way lay the groundwork for larger-scale activities. 

P 
Finally, the Dutch Government will probably provide a ma'or financial and 

technical contribution to the preparation of and follow-up to the ropical Forestry 
Action Plan for Costa Rica. 

t 
. 

In addition, the GOCR is carrying out negotiations for German assistance 
In San Carlos, with emphasis on reforestation. 



Ill. PROJECT DESCRIPTION 

A. ProIect Goal and Purpose 

The goal of this Project is to support Costa Rica's long-term economic 
devolopment by conserving and developin its renewable natural resources upon 
which sustainable economic growth depen 8 s. 

The Project's purpose is to develop forestry and agroforestry as 
economically and ecologically a ropriato land uses in the buffer zones around the It' Braulio Carrillo, POAS and lraz0 aitional Parks and other natural protected areas of 
the Central Cordillera, and to support management of these protected areas. This 
will be accomplished by supporting an independent private foundation which has 
been created to provide direction, tmhnical assistance, coordination and funding to 
(a) improve the management of the national parks and other natural protected 
areas in the Pro'ect area, (b) improve the sustainable management and production 
of the natural 1 orests of the buffer zone around the parks, and c) assist the 

trees into their farming systems. 
b residents of the area to increase their income and improve their land y integrating 

Given the long-term nature of the activities, this Project will have a life of 
seven years. However, the Foundation will continue to function indefinitely, funded 
primarily through an endowment that will be established with funds provided by the 
Project. This endowrr~ent will be called "The Central Cordillera Trust Fund". 

B. P@ect Working Area 

The prirrcipal forest and wildland management agencies of the GOCR 
( (MIRENEM, DGF, SPN, DVS) have selected the national parks of the Central 
i Cordillera and the surrounding buffer zone as the eneral area of concentration for 
/ the Project. The Mission fully agrees with this c 1 oice. Approximate boundaries 

(see Figure I) were identified by contracted project design studies, based on 
forest, encroachment pressures, land use capability, access, easily 

control able limits and other factors. This selection was made after anal zing most 
of the major national parks and their buffer zones as alternatives ( E orcovado, 
Tortuguero, La Amistad but, for the reasons outlined below, none could match the I Central Cordillera. UN SCO's Man and the Biosphere program recently declared 
the Cordillera Volchnica Central as a Biosphere Reserve which coincides almost 
completely with the project area. This classification gives greater support to 
conservation and buffer zone management activities in this area. 

The project area lies to the north of San Jose and is contiguous to the 
most densely settled part of Costa Rica which includes the capital city and the 
productive Central Valley. It has exceptional economic and ecologic importance, 
partiy because it suppl~es much of the water, wood and agricultural produce 
needed by the population in the Central Valley, and partly because the variety of its 
landscapes encompass unusual biological diversity and tourist attractions. The 
Central Cordillera area presents unusual opportunities for the management of 
natural resources because of its new good road link to San Jose, the existence of 
community groups with an interest in conservation, its importance as a major 
sourcc! of community water 



supplies, the prospects for environmental education and scientific tourism, and 
other favorable factors. 

The Central Cordillera project area includes the 12 distinct legally created 
natural protected areas which are indicated on Table 2. 

TABLE 2: NATURAL PROTECTED AREAS WITHIN 
THE CENTRAL CORDILLEM AREA 

Protected Area Hectares 
. 

A. Forest Reserves: 

1. Central Cordillera 
2. Grecia 
3. Juan Castro Blanco 

B. Forest Protection Zones: 

4. Chayota 
5. La Selva 
6. Guiicimo y Pococi 
7. Tiribi 

C. National Parks: 
! 

8. Po& Volcano 
9. Braulio Carrillo 
10. lrazli Volcano 
1 1. Turrialba Volcano 

D. National Monument: 

12. Guayabo 21 8 

TOTAL 146,000 

Note: Numbering on this Table corresponds to locations on the map of 
the project area (Figure I). 

* This amount is approximate since the limits are not clearly defined. 



Figure 1: 
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The area indicated on Figure 1 forms a logical unit for land mana ement 
urposes. However, except for planning pur oses, the activities of the FO ESTA F i' W 
roject will exclude the land west of the Po s National ?ark. Precise boundaries 

will be determined during the first year of the Project, but wi I not exceed the limits h of Figure 1. This pro'ect area (approximately 2,280 kms ) includes about 3% 
(232 kms2) of Coda kica's remaining primary forest with commercial potential 
and 12% of the national parks and other roaerved wildlands in Costa Rica. The 
innovative nature of many of the project activities, especially those dealing with 
forest management, require phased implementation under controlled conditions 
which can only be achieved in a well-defined area. The models created will 
gradually be used in other areas of Costa Rica as soon as institutions are capable 
of such replication. To accelerate this process, the Mission and the QOCR are 
helping to lay the groundwork for future replication by pro ramming local cuuency 
to complement AlDNVashington dollar funding of a paralle, 7 although more modest 
activity--the BOSCOSA proisct. This pro'ect ~ncludes activities for the buffer 4 I zone 
surrounding the corcovado National ark similar to those proposed for the 
FORESTA project. 

For purposes of the FORESTA project, all land inside the project area but 
outside of the natural rotected areas is considered as buffer zone. The land in tho 
project area can be c I' assified into several use categories, as indicated in Table 3. 
Project activities will vary according to categary. It should be noted that the 
Project, in general, does not intend to undertake activities on land classified as 

, capable of sustained crop production or grazing and currently under these uses, 
I 

except for fomenting the use of trees in agroforestry practices. Since other 
institutions in Costa Rica deal with agricultural productivity and arhnal husbandry, 
the Project will limit its role to encouraging the proper linkages with them. Another 
justification for this limitation is that the. Project would become excessively complex 
if it were to address this vast sector. 



Cateaory of Land 

! this Type of Land 

TABLE 3: SUMMARY OF PROJECT ACTIONS TO BE UNDERTAKEN 
ON €ACH CATEGORY OF LAND IN THE PROJECT AREA 

Component which deals with Type of Activity 

1 I. Natural protected areas (core area) Component A: Management Park protection, implementation of 
! of the natural protected park mgt. plans, environmental ed. 

areas 

2. Buffer zone (all land in project 
area outside of parks) 

I 

2.1 Land classified as not capable of Component B: Management Protection only 
sustaining production foresty, of the I ~atural forest 
agriculture or grazing (Class X) for production 

I Component C: Integration of 
trees in farms 

2.2 Land classified as appropriate for 
production forestry but not capable 
of sustaining agriculture or 
grazing (Classes Vlll and IX) 



2.2.1 Land covered with dense 
forest with commercial 
ptential 

2.2.2 Land not covered by forest, or 
covered by forest without 
comm~rcial p~tential 

2.3 Land classified as capable of 
sustaining agriculture or grazifii; 
(Classes I to VII) 

2.3.1 Land covered with dense forest 
with corirnercial pote~tial 

2.3.2 Land under crops, grass, brush 
or forest without commercial 
potential 

Component B: Management of 
the natural forest for 
production 

Component C: Integration 
of trees in farms 
conservation 

Component B: T-hagement of 
the natural for. .. = 
prcduction 

Component C: Inte: . - :;ion 
of trees in farms 

Forest protection, logging 
control, mgt. planning and 
implementation, forest owners 
assoc., forest industry 

Farm forestry, reforestation, 
agroforestry and other related 
activities identified by the 
community 

Forest protection, logging 
control, mgt. planning and 
implementation, forest owners 
assoc., forest industry 

Farm forestry, reforestation 
agroforestry. Project functions 
as "broke?, establishing links 
with other entities responsiblg 
for agriculture 



The FORESTA Project has been designed with four components: I) 
General Operations; 2) Management of Protected Areas; 3) Management of 
Natural Forest for Production; and 4) Integration of Trees on Farms. 

The first component establishes the relationship between the Project and 
the host country government through the project implementation organization. It 
also covers activities which have a widor scope than any one of the other 
components (eg: overall planning, community participation and environmental 
edlrcation). 

Tho other three components divide up the pro;Isct area according to 
current land use: 2) national parks and other le ally protected areas where the P forests and other resources cannot be commercial y exploited but must be carefully 
managed; 3) other forested areas where varying degrees of utilization and 
management can be practiced; and finally 4) deforested lands where reforestation 
or mixed agriculture and forestry should be practiced. 

These three components represent the actual land uses of the project 
area and determine the activities needed to develop the economically and 
ecologically most appropriate uses of this area - i.e. the project purpose. 

1. General Operations C2zmpnent 

This component covers the administration of the Project and activities 
which have a scope bayond any one of the other three components; i.e.,, the project 
implementation unit, project-wide planning, the crention . of operat~on centers 
throu hout the project area, and environmental education and extension activities. 
The 1 AD. grant will provide approximately $2.83 million and GOCR counterpart 
approximately C219 million for this componont. 

The GOCR has established the Fundaci6n para el Desarrollo de h 
Cordillera Volcdnica Central (the Foundation for the Development of the Contral 
Volcanic Cordillera - referred to in this Project Paper as the "Cordillera 
Development Foundationw, "CDF", a r  the "Foundation") as a private foundation for 
the purpose of managing the natural resources of the central cordillera area of 
Costa R,Ica. The Foundation currantly has a Board of Directors and is in the 
process of hiring a full-time General Manager and a Financial Controller. 

The first activity to be undertaken upon approval of the Projec? will be 
the linking of of the Project with the CDF, which will be responsible for 
Implementing most project activities. 

As soon as is practicable after initiation of the Project, but prior to the 
legislative ratification of tne Foundation, A.I.D. and the CDF will contract, through 
solicitation of bids, for an organization with the experience and technical and 
administrative expertise to support the Foundation, to assist with initial 
implementation actions, and to handle funds. Disbursements cannot be made until 
the Mission 



certifies that the Foundation has the capability to handle funds. 

With the assistance of the support contractor, the Board of the 
Foundation will begin to hire the staff for the Foundation, including 2 chief of 
operations, chief of administrative services, personnel officer, procurement officer, 
support staff, and a 4-person Planning and Evaluation Office. (See Section 1V.A 
and Annex L). 

The primary function of the Foundation will be to plan, carry out, or 
cause others to carry out activities needed to manage the natural resources of the 
management unit (the area under the authority of the CDF) on a sustainable basis. 
It will be the focus, and the integrating force which will encourage coordination and 
reduce conflict between activities. It will be a lean, efficient, field-oriented 
organization, responsive to the local population, capable of resolving many of the / 
pressures and integrating the numerous activities needed for good land 
management. The Foundation will perform most of the natural resource 
management3unctions now dispersed among several governmnt agencies. It will 
be financially self-sustainin with much of its income after the Project ends derived 
from the Central Cordillera ? rust Fund which the Project will create. 

This Foundation will start very modest1 and grow gradually. One of Y its first activities will be the preparation of the overal development strategy for the 
project area. For this reason it will be necessary to staff the Planning and 
Evaluation Office of the Foundation early in pro'ect operation and assign this office 
the responsibility of elaborating the strategy. {his office will need to compile and 
analyze t ? ~  ::?undant existing information and the plans for parts of the project 
area (see E;? i!:agraphy, Annex M), and contract for limited addit~onal field surveys. 

Another early activity for the Foundation which has a project-wide 
scope 13 to irilprove infrastructure. Sadly deficient infrastructure, especially ranger 
stations, is one of the constraints Po protection of the natural areas and the 
production forests, as well as to field activities in eneral. The Project will finance 
the construction and remodeling of fifteen "operat ? onal centers" for protection and 
management of all forested areas in the Central Cordillera. These operational 
centers embody a new concept. They are multi-purpose installations that serve as 
joint bases, not only for rangers who cover the natural protected areas and the 
forests of the buffer zone, but in some cases also for technicians assisting with 
forest management, reforestation, extension or other tasks of the CDF. 
Infrastructure and equipment shared by staff dealing both with protected areas and 
managed forests will result in considerable savings and greater effectiveness. At 
present SPN and DGF infrastructure and operations tend to be completely 
separate. 

The Project will finance construction of three types of operational . -; -. centers, ! , ; 1q from the basic ranger station to a small complex of installations for 
multiple t u l ~ ~ o n s  including attention to natural area visitors and environmental 
education. The CDF will contract for design of the centers, will purchase the land 
'or the new ones where needed and will contract the construction and remodeling. 
All centers will be equipped with a unified two-way rodio systern and 
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adequate transportaticn (4WD vehicles and/or motorcycles). These centers will be 
complemented by a niobiie patrol unit. 

In collaboration with the DGF and the SPN, the CDF will put in place 
a joint protection program which will cover all of the forest land in the Central 
Cordillera project area. The program will be based on a comprehensive protection 
plan to be prepared during the first ear of the Project. Additional rangers and 
other staff will be contracted by the E Dl-. New and old personnel will be trained 
periodically through short courses. T~dning will emphasize community re_l.ations 
and environmental education. TO complement the traditional full-time civil service 
rangers employed by the SPN and QGF, the Project will introduce innovative 
arrangements using not only full-time but also art-time and seasonal employees, 
volunteers and resident rangers who live with t ! eir families in certain areas where 
permanent control over entry points and problematic areas is needed. These 
resident rangers will alleviate the personal and morale problems created by the 
present system whsi&y men are stationed separate from their families. In such 
posts, a ranger will be hired from outside the community and given a residence 
where he can live full time with his family. Then one or two additional full or part 
time subaltwns will be recruited from the commu;lity itself. Current le islation P stipulates that carfain functions of the civil service rangers cannot be de egated. 
Therefore, unless the law is changed (as has been officialby proposed by the 
GOCR) SPN and DGF rangers will ccntinue to lay an important role. However, 
with the assistance of ran ers and other staff ired by the CDF, the protection 
system will become more e a ective. 

R 
, 

Although protection and vigilence are needed, rohibitions alone will 
not suffice in sustaining thu natr~ral resources. The CDF wil I' launch a program of 
environmental education and extension, designed in such t e n s  that it has 
relevance and practical applications for the local ~nhabitant. The program will avoid 
the traditional, top-down, exhortations about conserving trees and animals, but wiil 
point specifically to how degradation of the local environment affects the inhabitant 
and what he/shs can do about it. Conception of an effective program will have to 
be preceded by an in-depth survey of needs and attitudes. Oncs the strategy, 
message, and work plan have been developed, selected field staff will be trained In 
community relations, extension techniques and the specific subject, areas. These 
outreach and educational activities will not be limited to extension specialists, but 
will include most of the CDF personnel, espesially the rangers and field staff. 
Educational materials adapted to local conditions will be developed and made 
available. The program will make full use of the diverse project activities and the 
facilities, such as the ~perational centers and park visitor installations. Most of the 
work will be carried O U ~  through the grass roots organizations which the project 
supports for forest management, tree planting and other specific purposes (see 
component 4 below). 

Table 4 provides a brief summary of the implementation schedule for the 
principle activities of this component. A more detailed picture is provided in Annex 
K: Implementation Plan. Table 5 provides the summary budget for this component. 



TABLE 4: IMPLEMENTATION PLAN: GENERAL OPERATIONS COMPONENT 

Activity project Yeaz 

I 2 3 4 5 6 7  

.... 1. Overall Strategy ....... 2. Operation Centers 
3. Forest Protection 
4. Environmental Education 

--- * .... Note: - Continuous Activity; Sporatic Activity 

TABLE 5: GENERAL OPERATIONS BUDGET 

A.I.D. 
($000) 

GOCR 
(COOO) 

1. Overall Strategy 67.1 - 
2. Operation Centers - 104,660.4 
3. Forest Protection 2,731.7 1 13,638.2 
4. Environmental Education 30.0 _780.Q 

TOTAL $2,828.8 C219,078.6 

2. Management of Protected Areas Comgonant 

This component deals with the management, control, and use of 
those parts of the project area where forest cutting and resource exploitation in 
general is prohibited - i.e. the "non-touch forests". These areas include national 
parks, forest reserves, fotlest protection zones, and a national monument (see 
Table 2). Activities include management planning, boundary demarcation, and 

! 
improvin visitor infrastructure. To carry out these activities the Pro'ect will provide 8 about $ 82,000 in A.I.D. grant and about C37 million in GO R counterpart 
contribution. 

d 
Once the overall strategy and management concepts for the project 

area have been officially ap roved by the CDF and MIRENEM, more detailed 
management plans will be 8 eveloped for each protectec! area by the Planning 
W c e  of the CDF. At present there are 12 distinct protected areas in the Central 
,ordillera (see Table 2). The strategy will include recommendations for merging, 

expansion and reclassification of some of these units. These changes will need to 
be legalized through executiva decree (or by law if park sizes are decreased). 
Plans and background studies already exist for some of these areas, such as for 
the POAS N.P., Drazlj N.P. and Braulio Carrillo N.P. Unfortunately these and other 
planning studies have been prepared over a twenty-year period, 



~ ~ i r r g  different criteria, and by different individuals, agencies and consultants. The 
stable Planning and Evaluation Office of the CDF will update these plans and make 
them compatible with the strategy and with each other. The resulting documents, 
once officially approved, will 
guide :oardinated management of all the protected areas. However, the fact that 
revised plans are being prepared will not be used as an excuse to delay 
constrilction of infrastructure or take actions recommended in previously completed 
plans. 

At present very few of the boundaries of the protected areas are 
adequately marked in the field, a fact that makes protection more difficult. 
Demarcation is especially important where the boundaries do not follow natural 
landmarks. Very early in the Project, those boundaries for which no revision is 
forseen, will be marked in the field by slashing brush, blazing and paintifig trees, 
and placing signs at road and trail crossings. Once the revised boundaries have 
been approved as part of the strateg and management plans, then executive 
decrees, justifying docmentation and il udgets for land acquisition, will be drafted 
to legalize the new bodndaries of all the rotected areas. After the decrees have 
been signed the new boundaries will also ! e marked in the field. 

All of the parks still have sizeable private inholdings within their present 
boundaries. As the boundaries are revised the area of inholdings will increase. 
Because these enclaves complicate protection and management, it is important for 
the government to legally acquire most of these properties. Unfortunately land 
purchase surpasses the project's finances. However, in the past the government 
and international conservat~on organizations have been successful in roviding I' funds for purchase of lands for the national parks. The Project wil use its 
resources to encourage and leverage donations for this purpose. The fact that 

g rotection of the land to be acquired for the parks will be guaranteed in perpetuity 
y the existence of ihs CDF is ex ected to be a stron incentive for conservation P organizations to raise and donate unds. A first step wil 9 be to classify the enclaves 

in order of priority for acquisition, giving top priority to those that contain 
ecosystems vital to the inte rity of the parks and those that present the most t: serious impediments to par protection. The value of each propert will be Y assessed as a basis for negotiation with the owners. There wi I be no 
expropriations and all purchases will be based on a freely negotiated price. It 
should be pointed out that only very few people live on these properties; most 
enclaves are tracts of virgin forest held by absenteo landowners. 

To realize their full potential, the national parks and the other protected 
areas need to be accessible to users such as tourists, students, scientists and the 
public in general. The influx of additional nature-oriented tourism is one of the 
Project's primary economic and financial justifications (see Economic Analysis, 
Annex H). The Project will finance the construction of facilities needed to serve 
visitors to the three national parks and the Grecia Forest Reserve. Most of these 
facilities such as visitor centers, overlooks, camping and picnic areas, water 
supplies, sanitary facilities, nature trails and others have already been proposed in 
various plannin documents and their design and construction will begin quickly. 

plans 
a The need for ot er facilities might emerge as a result of the detailed managsment 



which the Project will prepare. All design and construction will be contracted to 
private companies as a result of a biddin process. The CDF Office oi Planning 
and Evaluat~on will develop specifications ? or the contracts and control compliance. 

In addition to facilities, attention to visitors also requires certain services 
such as guides, attendants at entrance points, maintenance at heavily used sites, 
sale of food, provision of riding horses and instructors for specialized groups such 
as students and bird watchers. Without the provision of such services, excessive 
uncontrolled use D! the protected areas could result in de radation. The CDF will 
prepare a plan for public use as part of the management p f an for the natural areas, 
contract the guides and other personrrel that will be required, and train them. It will 
design special interpretative programs and educational materials for visitors, 
particularly for students. Whenever possible these services will be provided 
through concsssions that are controlled by the CDF. 

The conservation of natural protected areas cannot succeed without the 
collaboration of the local inhabitants. Outreach to and education of these rural 
people is needed but is not enough. Some of .t@p must also perceive the 
protected areas as sources of income. The CDF will $ve preference to local 
inhabitants whenever o portunities for income generation occur; for example, tho 
concessions mentione c/' above for food, riding horses, white water rafting, trail 
maintenance, boundary demarcation and maintenance, and various guide l, 

services. Whenever possible CDF personnel will be recruited from among local 
inhabitants, although the range of skills available can be a limitation. Contractors \ 
that build infrastructure with project funds will be encouraged, and for some jobs 
even required, to employ local people. The CDF will strengthen the volunteer 
program which is already successfully l~sed by the SPN. It wii'i lay down guidelinos 
for meeting subsistance costs of volunteers, rules for selection, responsibilities and 
will promote their recruitment. The volunteer program serves the double purpose 
of education of the volunteer and the provision of low-cost services for the 
protected areas. 

Table 6 provides a brief summary of the implementation schedule for the 
principle activities of this component. A mom detailed picture is provided in Annex 
K: Implementation Plan. Table 7 shows the budget for this componen?. 

. 
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TABLE 6: IMPLEMENrATION PLAN: PROTECTED AREAS COMPONENT 

Actwily 

I. Management Plan 

2. Establish Boundaries 

3. Buy Inholdings 

4. Infrastructure for Visitors 

5. Services for Visitors 

6. Community Participation 

Pro_ied Year 

I 2 3 4 5 6 7  

* Note: - Continuous Activity; Sporatic Activity 

TABLE 7: MANAGEMENT OF PROTECTED AREAS BUDGEB 

I. Management Plans 71.3 

2. iJlark Boundaries 119.8 

3. Buy Enclaves 18.1 

4. Visitor Infrastructure - 
5. Visitor Services 23.0 

6. Community Participation -4!&Q 

TOTAL $682.2 

Gscw 
(COOO) 

- 



3. Mana~ment  of Natural Forests for Pmduction Component 

The second land-use category for the FORESTA Project is those 
natrrral (i.e. existing virgin or regrowth) forests where forestry activities are legally 
permitted, deforestation is noi yet far advanced, and the land is classified as 
capable for sustainable production forestry. This component will develop 
guidelines for controlling logging, selecting trees to harvest, constructing log ing 
roads and silvicultural practices. Financial incentives and technical support wil 9 be 
provided to develop a viable veriically inte rated forest enterprise which combines 
sustainable management of the forest wit 3, efficient utilization of the wood. This 
component will concentrate on the three remaining sizeable blocks of forests with 
c~mrnercial potential: Las Horquetas, La Virgen del Socorro, and Rio Corinto (see 
Figure 3). The Project will provide $170,000 and C78 million in counterpart for this 
component. 

Forest management requires effective control of harvesting and land 
clearing operation:;. At present, the procedures and mechanisms by which the 
DGF carries out these controls are inadequate. Through technical assistance the 
Project will help the DGF in revising the regulations, procedures, ins ection 
mechanisms and processin of permits. The new procedures will be trie out in 8 B 
the project area under con itions carefully monitored by the technical staff of the 
DGF and of CDF. The affected parties, especially forest owners, loggers and 
industrialists, will be consulted for feedback. The intent is to get away from the 
current ~iecemeal ~rocedure of individual ~ermits of short duration and with 
numerods loopholes. Instead, individual fdrest owners will develop, with the 
assistance of CDF staff, a multi-year management plan which includes detailed 
harvesting and regeneration activities. Once approved by the DGF and the CDF, 
the management plan will serve as the authorizing document fcr logging over i 
several years. As long as periodic field inspections show compliance with the plan, I the owner will be allowed to proceed. Such simplified procedures will act as an 
incentive for owners to manage their forests. 

and regeneration. 





The project design team has recommended two alternative 
si1v;culturai practices for use in the forests of the project area: "clear-cutting" of 
narrow strips (whero all timber is removed and !hen the strip is left to regenerate 
naturally) and "liberation thinnings" in harvested stands (where only selected trees 
are removed, releasing young promising individuals to develop for later harvest). 
Details of each are dicussed in the 'Technical Analysis (Annex F) and the 
Environmental Assessment (Annex I). Applied research aimed at testing these 
practices and at improving the guidelines will be contracted to local institutions q 

qualified in forest research (eg: CATIE). These long-term studies will involve plots 
for experimental traatments and permanent inventory plots to assess stand 
development, all of which require periodic remeasurement and analysis over 
several years. Based on the monitored forests, research and general observations, 
revised editions of the guidelines will be prepared periodically. With the help of the 
research institution, the technicians of the DGF, the CDF and those contracted by 
the forest owners will be trained in application of the guidelines. 

Unfortunately, the design team determined that even the best 
guidelines, suppoited by technical assistance, implemented as completely as / j  
possible, are not sufficient for forest owners to obtain attractive financ~al returns ! ;  
from sustainable forest management. Many forest operations have great 1 '  
economies of scale and cannot be carried out individually by owners of small 
tracts. For example, teams of oxen for extraction of logs, small sawmills, forest 
techniciarrs and lumber marketin channeis are only financially viable if thsy serve 9 relativeiy large areas of forest. his leaves two basic possibilities: either sharing 
these means of production between numerous forest owners who retain ownership 
of their land (e . a cooperative), or consolidation sf the forest properties under one a enterprise in w ich the original owners can participate if they desire. Both options 
received considerable study during project design. Although the first is not 1 
discarded, the second option was found to be better adapted to local realities and I 
the one on which the Project will concentrate. (See Technical Analysis, Annex F.) 

Therefore, this component of the FORESTA Pro'ect will provide d technical assistance and financial incentives through the C F, to create a 
commercial enterprise, a company (sociedad anbntma), which combines the 
industry that processes the wood with the forest which produces it, and which 
manages this forest under one unified plan. 

It is, cloarly, too early to predict what this enterprise will look like, 
including its ownership and financial structure. The Project does not intend to 
dictate what those structures should be. The CDF will evaluate potential enterprise 
arrangements and support those with the best prospect for meeting the Project's 
purpose. The following paragraphs describe a sample enterprise which the design 
team believes could meet the requirements of the Project. 

The enterprise will be managed just as any other commercial 
company. It will have a board elected by the shareholders, many of whom are 
ernected to be forest industrialist and the former land owners. Involvement of the 

rner is essential because of their management experience and contacts. The 
. ~terprise will contract an experienced manager and other personnel. 



The enterprise will acquire forest land through one of at least three 
possible means of compensation: 

-- payment of 25% to 50% of the price of the land and forest in cash, 
and the balance in stocks in the enterprise; 

\ 

-- a downpayment for the land and the forest, with the balance spread 
over three to five years; and i 

-- purchase of the right to the forest only, with payment partly in cash 
and partly in shares. 

The idea behind these three alternatives is io encourage forest 
owners long-term participation by making them part owners in the enterprise and 
improving their cash flow while, at the same time, reducing the cash outlays of the , 

enterprise during the start up phase. 

As an incentive to participate, the enterprise will assist those owners 
who do not have clear title to their land, a common situation in the area, with 
surveying and legal services to straighten out their tenure situation prior to 
purchase by the enterprise. It will also provide the forest inventories needed ?z 
estimate the price of the properties. For those claimants who are not legally able to 
obtain clear title to the land (such as those inside the Forest Reserve) the sale of 
user's rights and acquisition of shares (alternative 3) is the only option. The 
existing, strong association of settlers in the Rio Corinto area of the project could 
serve as a nucleus for formation of the enterprise. 

This scheme will bring considerable benefits to the local inhabitants. 
In all cases the enterprise will only purchase land with forest cover. The owners 
will continue to farm the land under agricultural use as always, without disruption of 
their way of life. They can improve their farm by investing the money recelved for 
selling the forested portion in farm machinery, infrastructure or new crops. Second, 
many of these residents will receive a regular compensation from the enterprise for 

i 
protecting the forest a ainst illegal infractions, maintaining fences and keepin an 3, E eye on the property. T ird, the enterprise will be a new source of employment 0th 
in the woods and the sawmill. It will give preference for employment to local 
residents. Fourth, those former owners who have chosen the stock owion will 
receive dividends. Finally, the local inhabitants will also be the beneficiaries of 
other components of the Project, especially of reforestation and agroforestry which 
will help them improve their farms. 

Ths purchase of a local sawmill and logging equipment will be similar 
to the procedure for the land purchases, that is, a combination between cash and 
shares. As a result, the management of the forest, logging and processing will be 
under the complete control of the enterprise, a condition considered important for 
efficient operation. The enterprise will have a strong incentive to manage the forest 
upon which it depends. The value added through processing of the wood will 
contribute to the enterprise as a whole and will ultimately benefit the shareholders 
and the local residents who receive forest related employment. 



During the start-up phase, operation of the sawmill will change only 
slightly, because attention of mangement will focus on organization of forest 
harvesting, management and the supply of logs to the sawmill. At first the mill will 
continue to purchase most logs from outside the roject area as it has always P done. Gradually an increasing proportion of logs wil be derived from the manziged 
forests of the enterprise. Two innovations will be introduced by the enterprisla for 
dealing with small logs: the use of oxen teams for logging and of portable sawmills 
as a complement to the stationary mill. As the enterprise develops, Project 
incentives will finance investments in the sawmill to improve efficiency and to 
increase the range of products by incorporating preservation plants, dry kilns, 
planers and secondary manufacturing. An assured wood supply allows the ' 

enterprise to make this type of long-term investment, which other mills in the 
country are not sble to risk. 

Irrelevant of the final enterprise structure, foresters contracted by the 
enterprise will prepare a management p!an for its forest property. Management of 
all the land as a single unit, allows costs of roads and loggin , which represent a 7 large proportion of the cost of producing lumber, to be rat~ona ized and minimized. 
The management plan will be submitted to the CDF and the DGF for approval. 
Periodic inspections to check compliance with the plan will be carried out by the 
DGF. The enterprise will contract its own technical assistance. 

As this enterprise demonstrates the feasibility of managing the forest 
Ir! c!xjunction ~ i f h  ind~sfry, many nsw opcrtunitier fer increased involvemnt 
open up. More forest owners will be attracted either to become shareholders or to 
manage their properties on their own or in association with others. As income from 
jobs and shares in the enterprise increases, gtadually a consciousness of forestry 
as a sustainable financial activity will develop in the region. In the long run, this 
attitude will reflect favorably on maintainance of productive forests and on 
reforestation. 

It is unlikely that an enterprise which mana es forests on a 
sustainable basis could be financially viable in Costa Rica wit 1 out some kind of 
government subsidy. One of the reasons is the large amount of capital that would 
have to be tied up in the acquisition 9f forests, part of which would not produce 
returns until many years in the future. Most countries, including the U.S. and Costa 
Rica, recognize that because of ths special features of forestry, such as its multiple 
benefits which are not adequately valued in our economic system and its long time 
horizon, many forest activities mwit government subsidies. For example, Costa 
Rica for years has given generous tax incentives for reforestation and is 
considering expanding these to the management of natural forests. It is also 
generally accepted that governments (and the FORE3TA Project) finance the 
acquisition and management of natural protected areas such as national parks, 
because of their social and biological values which are not reflected in financial 
analyses (and not easily quantified even in economic analyses). An enterprise 
which successfully manages a large area of natural forest and thereby prevents its 
destruction, provides many of these "externalities" and contributes to the 

mservation of the ad'oining parks. Consequently the Project will provide 
mntives which will help to make the sustained management 



and utilization of natural forests into a financially viable business. 

The exact nature of these incentives will be negotiated during project 
implementation. Conditions of financing and disbursement will be contingent on , 

1 
proposals submitted by interested forest owners and investors, sustained by 
detailed feasibility studies of the specific enterprise. One of the main selection , 

criteria will be the willingness of the investor to risk some of his own resources. 
The aim will be a flexible incentive program that can be responsive to the specific 
needs of a prospective investor. Whether the mechanism is to be a direct subsidy, 
credit, cost sharing, leasing arrangements or a combination of these or other 
incentives will be decided once the proposals are negotiated. It is forseen that this 

/ .  kind of flexible arrangement which stimulates innovation and crieativity on the part 
j, of the entrepreneur is more likely to result in a successful program than the 
I I customary route of preparing the scheme by an outside design team. 

The CDF will be the principal catalyst for all of these activities. The 
Project will make available to the CDF $I million in local currency to allocate for 
such incentives. The final decision as to the destiny and modality of the incentive 
program will be made by a committee which includes, as a minimum, 
representatives from the CDF, DGF, and A.I.D. Working with local forest owners, 
the CDF staff will be responsible for presenting this scheme, encouraging 
proposals, organizing potentla1 partici ants in the enterprise, evaluating feasibility 
studies, and supporting ne otiations. R e  support contract for the CDF will be very R important in carrying out t ese activities. Th~s incentive fund will be kept in the 
CDF's endowment to su port h e  capitalization of the Trust Fund, subject to 
withdrawal by the CDF1s d' oard as it funds interested investors and an a propriate 

assistance for the Foundation. 
8 incentive vehicle. In addition, funds have been budgeted for specialize, technical 

Table 8 provides a brief summary of the implementation schedule for 
the principle activities of this component. A more detailed picture is provided in i 

Annex K: Implementation Plan. Table 9 shows the budget for the implementation - 
of this component. 

TABLE 3: IMPLEMENTATION PLAN: NATURAL FOREST MANAGEMENT 
COMPONENT 

AcMb -- 

I. Forest Control Plan 

2. Forest Management Procedures 

3. Forest Enterprise 

4. Forest Under Management 

5. Establish Forest Industry(s) 

Project Year 

I 2 3 4 5 6 7  

- -- - --- - 
* Note:. Continuous Activity; ..... Spor,atic Activity 

I 
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TABLE 9: NATURAL FOREST MANAGEMENT BUDGET 

Control Mechanisms 

Technical Guidelines 

Forest Enterprise 

Forests Under Management 

Investment Incentive Fund 

A.I.D. 
($000) 

5.0 

100.0 

40.0 

27.5 

- - 

TOTAL $172.5 

GOCR 
(COOO) 

- 

- 
- 

- 

G78.00010 

C78,OOO.O 

The third land use cate ory established for the FORESTA Project is 
land currently under agricultural use 9 crops or pastures). Much of this land in the 1 

) project area has been cleared for crops and pastures even though it is not capable 

is inappropr~ate for agriculture to forests, and promote the integration of trees in a 
I of sustaining such uses. This compment will encourage returning that land which, 

beneficial way on good agricultural land. Local rass-roots organizations will be 
createdlfortified to serve as the primary mec 1 anism for encoura ing these 
activities. The Project will provide $24,500 fmm the A.I.D. grant and a ! out C32.5 
million from the GOCR counterpart contributim to implement these activities. 

Much of the land which has been cleared for pasture and crops is not 
capable of sustaining such uses and should return to a forest cover, either by 
letting the land naturally revert to forest. or by establishing plantations. On the other 
hand, much of the land apprapriatsly used for pasture and crops could benefit 
through the integration of trees as fencerows, windbreaks, woodlots, for shade over 
cro s and pastures, or in other arrangements. Therefore, the project will promote 
bot E the establishment of forest plantations and the planting of trees in conjunction 
with pasture and crops (or agroforestry practices, as these associations are 
commonly called). Both of these ways of planting trees are closely related. Many 
of the species, techniques and the individuals involved tend to be the same. In 
ractice, the same nurseries and technicians would often be used for both. R 

0 

owever, for conceptual and planning purposes, plantations in blocks and the 
integration of trees with pastures and crops will here be described separately. 

Considerable experience is available in ecologically similar areas of Costa 
Rica on the establishment and management of plantations. CDF foras?ers will 
compile and analyse the information available on species selection for the most 
mnrnon sites, nursery tuchniques, plantation techniques and management of the 

lantations. Particularly useful sources of information will be the Tree Crop 
?reduction Project through which the DGF, with CATlE and ROCAP assistance, 
has been 



promoting farm forestry for about eight years. Many of the organizational and 
extension schemes evolved under that pro'ect can be appiied. Also species trials t being carried out by the Organization for ropical Studies within the project area 
will help determine additional species and techniques. Finally, biological diversity 
and the creation of wildlife habitats will be included among the criteria for selecting 
tree species to be promoted. (Ses Technical Analysis, Annex F). 

To encourage the establishment of plantations, the GOCR currently 
provides financial incentives -# primarily tax credits. More than 90% of the more 
than 12,000 ha of plantations in blocks established in Costa Rica during the last 
two years have benefitted from these incentives. The modality is moving away 
from an income tax credit toward a bond (Gertificado de Abmp. EQLQS~ = CAF) 
which can be used to pay various taxes or traded an the security exchange. The 
GOCR will allocate a certain percent of the country's CAF's to the project area in 
order to encourage reforestation. The use of CAF's using the resent amounts and R procedures is not a permanent solution to reforestation. T ere is considerable 
interest in gvolving more effective and less ex ensive incentives, a tendency which 
the Project will support. However, the CA 9 's are seen by the GOCR and the 
design team as a means of demonstrating the feasibility of forest plantations and of 
having a rapid impact. 

The CDF foresters will select the community leaders, oi'ganizations and , 
individual farmers most interested in establishing plantations. The project design I I team found that there is already considerable latent interest in the project area. I 

Preference will be given to cooperatives or other groups. The foresters together 1 

with the owners will determine the most appropriate species for each site which is 
intended for planting and the area to be planted. This information will bs the basis 
of a simple reforestation plan for each property. With this plan the CDF foresters 
will assist the owners in submitting the request for CAF's and provide the 
necessary technical certification, whenever appropriate. 

Nurseries will be established according to the reforestation plan. 
Emphasis will be given to communal, family or commercial nurseries all operated 
by the interested parties themselves, but with technical and modest material 
assistance from the Project. The Project will also help with the acquisition or 
collection of good quality seeds. Establishment and management of the plantations 
will be the responsibility of the owners, but the Project will continue to contribute 
technical assistance. 

The Project, through the CDF, will provide short courses to tree planters 
and nursery operators in subjects related to reforestation. As plantations grow, 
selected ones will be used as demonstrations to encourage the expansion of this 
activity. This will require thinnings and careful documentation of all costs and 
benefits. A collab~rative agreement will be mads with the Tree Crop Production 
Project (of ROCAP) so that this roject helps monitor demonstration plots and 
carries out ressarch on growth an 8 management practices, as part of a network of 
such studiw which lit carries out throughout Central America. 

Expwisnce in other areas of Costa Rica has shown that the 



second modality of planting trees, that is in agroforestry combinations, tends to be 
acceptable by a much larger number of farmers, although usually on a smaller 
scale. Most farmers in the project area, just as elsewhere in Costa Rica, already 
practice some form of agroforestry. The Project will promote improved practices , 
and wider application based on CDF developed gu~delines. It has often been 
shown that successful promotion of these techniques requires very intensive I 
nxtension services, provided on a long-term basis, combined with demonstration 1 
plots. I 

Because of the large number of potential beneficiaries, this extension 
program is best carried out through groups of farmers. As a first step, CDF 
technicians will identify promising groups. Based on interest, location and group 
characteristics, the technicians will prepare a plan for extension and traming. 
Subjects covered will include species selection, agroforestry techniques, atreach 
strategy, nursery location, types of courses, location of demonstrations and 
possible incentives. Two teams of extensionists will be contracted by the CDF 
primarily for the agroforestry work, and to help with reforestation. Each team will 
consist of one professional forester and two mid-level technicians (peraos), all of 
whom will be provided with transportation. The teams will receive on-the-job 
training through the Tree Crop Production Project and will participate in short 
courses periodical'v offered by that project. In turn these two teams will motivate 
and instruct the selected farmer groups in nursery operation, tree planting and 
management. They will provide continuous, reliable, well-founded technical 
assistance to those groups whose members participate in agroforestry practices. 
They will help establish and make full use of demonstration plots on the farmers' 
land. They will lead extension events such as courses, field days, and 
demonstrations of harvest operations. The effectiveness of this approach has been 
demonstrated in several areas of Costa Rica (San Rarnbn, Hojancha, P&ez 
Zeledbn, the Rio Parrita watershed) and will yield an accelerating rate of planting. 
These trees become important sources of fuel, rustic construction wood, posts and 
poles for the farmers. 

As mentioned above, both the retorestation and the agroforestry 
activities will be primarily implemented through groups of farmers. A team of CDF 
technicians involved in the various components will meet with local farmers and 
groups of farmers to determine their potential for working together in resource 
management. 'Together with those groups selected, the techntcians will develop 
roup-spucific implement:.!ion plans for reforestatten and agroforestry activities. 

Qhe CDF, in collaboration with ROCAP's Tree Crop Production Project and CATlE 
will sponsor courses and workshops on technical and organizational subjects 
during the second and third year of the Project. The CDF will help establish links 
between these groups and with relevant existing umbrella organizations (see 
Institutional Analysis - Annex E). The thrust of the interaction with the groups will 
be to get them to be more involved in tree plantin , forest management, and the 
protection of natural areas. This ties in with the 8 DF's environmental education 
activities described in the General Operations Component of the Project. 

The following Table 10 provides a brief summary sf the 
rl+iementation schedule for the principle activities of this component. 



A more detailed picture is provided i r ~  Annex K: Implementation Plan. Table 11 
provides a summary of the budget for the implementation of this component. 

TABLE 10: IMPLEMENTATION P l M :  TREES ON FARMS COMPONENT 

A c w  - 

I. Reforestation 

2. Agroforestry 

3. Community Involvement 

-. - - - - - . - - -- 

Project Yew 

I 2 3 4 5 6 7  

* Note: -- Continuous Activity; ...... Sporatic Activity 

I. Reforestation 

2. Agroforestry 

3. Community Organizations 

TBTPC 

TABLE I 1 : TREES ON FARMS BUDGET 

A.I.D. 
($800) 

2.0 

6.5 

16.Q 

$24.5 

GOCR 
(C009) 

The most important accomplishment of the Project will be the 
strengthening of the Cordillem Development Foundation to become a permanent 
self-sustaining private organization primarily responsible for the control and use of 
the natural resources of the Central Cordillera area. The Foundation will have a 
fuliy functioning planning office with established relationships with the relevant 
GQCR authorities and with the area's residents, which provides practical and 
acceptable (to the end users) plans and guidelines for all activities related to the 
natural resources under its authority. 

The CUF will be effectively managing the three national parks and other 
protected areas in response to the MIRENEM-approved management plans and 
guidelines. The Foundation will have the trained staff and facil~ties necessary to 
implement its activities and to assure protection of the protected areas. 



The CDF will have the technical expertise to support and guide 
commercial forestry activities in the non- rotected forests. It will also hava a 1 limited investment ~ncentive fund with whic to support new forest enterprises - at 
least one of which will be created during the life of the Project - which combines 
forest management for a sustainable supply of wood and wood processing 
operations. 

As a result of technical assistance and guidance from the CDF, local 
residents will be benefitting from improved forest rnana ement and agroforestry a practices on their own lands. New jobs created by t e CDF and the forest 
enterprise will also be providing income for these families. 

The rapid pace of deforestation in the project area will be arrested 
significantly and reforestation will be carried out. 

By demonstrating to the Central Cordillera residents (and indirectly to 
other Costa Ricans) the value of the forests for the ecology and for their awn 
financial benefit, and by creating a permanent plannin and control mechanism for 
the Central Cordillera which promotes appropriate Ian use, the FORESTA Project 
will have achieved its purpose. 
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IV. PROJECT IMPLEMENTATION 

This section provides a descriptjon of how the Project will be implemented 
including the strsngthening of the Cordillera Developrnant Foundation, technical 
support to the Foundation In the early years of the Project, and the creation of the 
Central Cordillera Trust Fund which will provide ongoing financial support lo  the 
Authority once the Pro'ect ends. A more complete description of these activities is 
included as Annsx , Description of the Administrative Structure and the 
Endowment. 

1 
The Mission will enter into a Project Assistance Agreement (FroAg) with 

the Foundation and the GOCR represented by the Minister of Natural Resources, 
Energy and Minss MIRENEM) which grants $7.5 million to the GOCW on an 
incremental basis. -I- he PrpoAg will aso commit C1,200 million in local currency 
resources and assign then \directly to the Foundation on an incremental basis. The 
first funding increment will be C40Q million previously programmed under PIL No. 
32. The C800 million balance will be made available under ESR VIII, currently 
undo; negotiation. In the ProAg the GOCR will re uest A.O.D. to enter into a 
Sub-Agreement (HB-13 with the Foundation for the ment of the Central 

I 4  
ProAg will have the following provisions: 
Volcanic Cordillera (C F) to commit approximately In addition the I 

1) A.1.D. and CDF will jointly enter into a contract with a support 
organization to provide financial control and administrative assistance 
to the CDF; 

2) A.I.D. agrees to fund the above-mentioned support contract; 



the GOCR agrees to be responsible for oversight of the Project, to 
provide implementation guidance to the CDF and to supervlse the 
support contract; 

the Parties apree that C810 million of the GOCR counterpart 
contribution wilf be used by the CDF to establish an endowment fund 
(the Central Cordillera Trust Fund) for the CDF (the balance of the 
local currencies will be used for program costs); 

the Parties agree that A.I.D. will establish a mechanism to provide up 
to $100,000 from the A.I.D. dollar contribution for the purpose of 
meeting initial approved project costs prior to meeting the CPs and 
entering into the sub-agreement described below. 

Once the ProAg is signed, the support contractor, the General Manager, 
and the Controller are cn board, and A.I.D./CONT determines that the CDF can 
receive funds, A.I.D. will enter into a Sub-Agreement (HB-13) with the Foundation 
committing approximately $6 million, This Sub-Agreement will describe the duties 
and responsibilities of the Foundation for the implementation of the Project 
including the establishment of the endowment. 
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Setting up the initial administrative structure for tha Foundation is fairly 
simple and rapid, the steps required will be taken very soon after the Project 
begins. However, developing the foundation into the fully operational forest 
resource management entity that it was designed to be, puccessfully performing all 
the functions required of it, inclcdin having procedures acceptable to the Mission 9 for the accountability and control o funds, is expected to take approximately two 
years. In order to carry on implementation activities during this period, A.I.D. and 
the Foundation jointly will contract with an established entity with the technical, 

A 
financial and admin~strative capabilities to assist in the development of the 
Foundation into a fully functioning organization and in the implementation of the 
Project. For the Contractor to be acceptable to A.I.D. it must be able to provide the 
financial control and administrative support to the Foundation such that the 
Foundation (with the contracted support) -:an be certified by the Mission to receive 
and manage A.I.D. funds. Contractor selection will be through the open bidding 
procedure. Illustrative terms of reference are includad as Attachment A to Annex I 
L. Once this support contract is executed and the contractor and staff are in place, 
an assessment of the financial and management capability of the CDF, as 
supported by the contracted T.A., will be undertaken. If the assessment is positive, 
A.I.D. will enter into the Sub-Agreement. 

The Fold .:.--.!ion will contract an NGO (referred to herein as the "fiscal 
agent") to mo;llhr 2;-:d control disbursements of the local currency which will be 
kept in a special p ~ )  +ct account. The fiscal agent will also oversee the endowment 
fund until another fiGuckiry is selected. 

The Foundation currently consists of a Board of Directors, who, as a 
condition precedent to disbursement, will hire a General Manager who will be 
responsibie to the Board for the day-to-day oporation of the CDF and a Financial 
Controller res onsible to the General Manager. The Foundation will also have: (I) 
an Office of P I' anning and Evaluation responsible fcr preparin the strategies for the 
Central Cordillera and for monitoring project activit~os; 9 2) a Department of 
Operations responsible for all field activitiss and the operational centers; and (3) a 
Department of Administration responsible for funds and personnel management. 
Each of these units will start very small and initial1 will depend on contracted 
technical assistance and thy support contractor ta fulfi Y I its responsibilities under the 
supervision of the Gensral Manager. Each division should be fully functional by the 
end of the second year of project implementation. 

During the life of the Project, activities will be financed by pro/ect funds. 
Initially, before the Foundation has built up its capability, most activities will be 
carried out by contracted personnel. Gradually permanent personnel of the 
Foundation will assume increased responsibilties and contracted personnel will bs 
phased out. The rate of this transfer of responsibility will be determined by the 
Board of the Foundation. 

The project budget includes the local curremy equivalent of approximately 
$10 million from the GOCR counterpart contribution to establish an endowment fund 
for the Foundation (the Central Cordillera Trust Fund). In addition, other donor 
support for the endowment will be 



sought from other donors (see Annex L). 

The endowment will be kept in a separate account at the Central Bank of 
Costa Rica (BCCR), invested in GOCR long-term securities, during the entire life of 
the Project in order to capitalize. will be disbursed 
from the endowment 
some point durin the 8 the Mission an the 
completely separate from and independent of the Foundation, to ccntrol and 
mana e the fund. Since the fund is to be created to support the activities of the 
Fom 8 ation into perpetuity, only interest from the endowment can be disbursed - 
t e principal .will not be spent. Timing for the selection of the fiduciary WELD be 
kcidad by the Board of the Foundation, with the only stipulation being to do so 
prior to the PACD. An early selection is not necessary since the funds will remain 
In the BCCR in long-term GOCR securities with no investment or disbursement 
decisions to be made until project funding has terminated. 

The GOCR has indicated a desire to rebuild the National Parks 
Foundation (FPN), a private foundation established by the GCCR to seek out and 
manage funds to support the national parks. Over the years the FPN has withered 
nearly away (see the Institutional Analysis, Annex E). The GOCR and the project 
design team agree that the FPN would be an acceptable fiduciary for the 
FORESTA endowment fund if the FPN is rebuilt and can be certified to handle 
funds. The GOCR believes such a process will take a "fewn years to achieve an 
acceptable operation. 

The Project will also provide an A.I.D. direct-contracted Project Adviser to 
work with the support contractor, MIRENEM and the CDF. The individual will also 
be the primary liaison between the A.I.D. Project Manager (in RDD and the Project , 
and will provide close oversight of all project activities during the f rst four years of : 
the Project. There has been $480,000 budgeted for this contract. 

I 
The collaboration of certain government agencies, especially the SPN and 

DGF, will ba essential for success, partly because some legal functions permits, 6 control, etc.) cannot yet be delegated to a private entity such as the C F. The 
composition of the Board of Directors of the CDF will also facilitate collaboration. 
Collaboration will also be encouraged through one of the innovations of the Pro'ect, 
joint operational centers shared by field staff from both SPN and DGF, as we I as 
CDF. 

1 
This Project will be implemented in two phases. Phase I will cover the 

period from the $1 ning of the Project Agreement through the first year of Project 
implementation. 3 he activities to be undertaken during Phase I will be directly 
related to the staffing of the CDF and those project activities which will directly 
benefit Costa Rica and stand on their own even if the CDF were never to be 
brought to its full operational potential, eg: land i!se and management planning, 
plready approved (by the GOCR) national park infrastructure design and 
:onstruction, construction of some operations centers, forest use control studies, 

and initial community outreach studies. The total cost of these activities will be 
approximately 5.4% of total project cost. 



After the first year, the Ministry of Natural Resources and the USAiD Mission 
will conduct a joint internal assessment of the status of the CDF and the Project. 
The following questions will be answered: 

I) (a) can the CDF as currently constituted achieve the long-term purpose 
of the Project? 

. (b) is it desirable to continue with the current CDF structure? 

(c) shouldlcar~ the current structure be adjusted so as to achieve the 
purpose of the Project? 

(d) does the tax status of the CDF or its endowment fund impact on the 
Project? 

2) Is project implementation on track? 

3) Can it be expected that the Project will achieve its purpose? 

Based on the results of this assessment, the assessors will determine whether 
to continue, modify, or terminate the Project. Because of the importance of this 
decision, the assessors will be the following: 

For A.I.D.: the Mission Director, the Project Officer (RDO , a Project Design 

from other divisions as necessary; 
d Micer (PDO), and the ROCAP Forestry A viser with support 

For the GOCH: the Minister of Natural Resources and the heads of DGF and 
SPN; and 

The contracted A.I.D. Project Adviser. 



B. Financial Plan and Analysis 

Table 12 shows the total project costs by component and source of 
financing. The GOCR counterpart contribution is derived entirely from ESF local 
currency generations. Beyond that shown, the GOCR will be contributing salarles 
of all GOCR employees who will participate in project implementation and will 
commit itself, at a minimum, to maintain the current level of staffing for project 
activities. 

The $7.5 million shown in Table 12 as the A.I.D. contribution is 
composed of an estimated $3.06 million for direct forei n exchange (FX) costs and 
$4.44 million to be converted into colones for loca t' currency costs. Table 13 
provides a breakdown of the direct FX use of the dollars donated by A.I.D. by 
component and year of expenditure. 

Table 14 presents the local currency budget of the Project from both 
the A.I.D. grant and from the GOCR counterpart by component and year of 
expenditure. 

Finally, Tables 15 and 16 show the total Project Budget as actually 
contFibuted by A.I.D. and the GOCR, and as all U.S. dollars for comparison, 
ress-.sctively. 



TABLE 12: TOTAL PROJECT COSTS BY COMPONENTS AND SOURCE OF FIN 
ANCING 

(in thousands of dollars and dollar equivalent) 11 

1. 

II. 

111. 

IV. 

v. 
VI. 

I/ 

2/ 

a 

CDF 
A. General Operations 
B. Mngt. of Protected Areas 
C. Natural Forest Mngt. 
D. Trees on Farms 
E. Administration 

T.A. Support Contract 

A.I.D. Project Adviser 

Audits and Evaluations 

Inflation and Contingencies 

Endowment 

TOTAL 

AID 21 

2,828.8 
682.2 
172.5 
24.5 

1,033.7 

720.8 

480.0 

285.0 

1,272.5 

- 

TOTAL 

5,637.5 
1,158.8 
1 , I  72.5 

440.5 
1,237.9 

720.8 

480.0 

285.0 

1,367.0 

10,000.0 

22,500.0 

Exchange rate used: US$1 = 78 colones. 

A.I.D. contribution represents the amount of the local currency costs 
financed with dollars, plus the dollar cost items. 

ESF generated local currency converted to U.S. dollars only for the 
purposes of comparison. 



TABLE 13: DOLLAR COST BUDGET BY COMPONENT AND YEAR 
(Thousands of Dollars) 

Phase I Phase ll 
Year 1 Year 2 Year 3 Year4 Year5 Year 6 Year 7 Total 

1. CDF 

1. General Operations 

2. Mgt. of Protected 
Areas 

3. Natural Forest Mgt. 

4. Trees on Farms 

5. Administration 

I I .  Support Contract 

Ill. A.I.D. Adviser 

IV. Evaluation and Audits 

V. Inflation & Cont. 

VI. Endowment 

TOTAL 





I. CDF 

TABLE 15: FORESTA PROJECT BUDGET (Actual) 

G.O.C.R. 
C , ! R e B B L  
(000 Colones) 

A.I.D. 
m N T -  

(000 Doliars) 

A. General Operations 
I. Overall Stratogy 
2. Operation Centers 
3. Forest Protection 
4. Environmental Education 

B. Management of Protected Areas 
I. Management Plans 
2. Mark Boundaries 
3. Buy Enclaves 
4. Visitor Infrastructure 
5. Visitor Services 
6. Community Participation 

C. Natural Forest Management 
I. Control Machanisms 
2. Technical Guidelines 
3. Forest Enterprise 
4. Forest Under Management 
5. Investment Incentive Fund 

D. Trees on Farms 
I. Reforestation 
2. Agroforestry 
3. Community Organizations 

E. Administration 
I. CDF Staff 

II. A.I.D.Adviser 

Ill. T.A. Contract 

IV. Audits & Evaluations 

V. Inflation & Contingencjes 

41. Endowment 

TOTAL 



TABLE 16: FORESTA PROJECT BUDGET (In Dollars) 

I. CDF 

A. General Operations 
I. Overall Strategy 
2. Operation Centers 
3. Forest Protection 
4. Environmental Education 

B. Mana ement of Protected Areas 
I. 4ananaprnent Plans 
2. Mark oundaaies 
3. Buy Enclaves 
4. Visitor Infrastructure 
5. Visitor Services 
6. Ccrmunity Participation 

C. Natural Forest Management 
I. Control Mechanisms 
2. Technical Guidelines 
3. Forest Enterprise 
4. Forest Under Management 
5. Investment Incentive Fund 

D. Trees on Fams 
I. Reforestation 
2. Agroforestry 
3. Community Organizations 

E. Administration 
I. CDF Staff 

I!. T.A. Contract 

Ill. A.I.D. Adviser 

IV. Audits & Evaluations 

V. Inflation & Contingencies 

VI. Endowment 

TOTAL 

* NOTE: GOCR local currency contribution is a cash contribution, not in kind, and is in 
colones. This conversion which is calculated at C78/dollar, is for comparison 
purposes only. 

J 



2. Methods of Implementation and Financing 

a. Chart of Methods of Implementation and Financing 

Table 17 presents a chart with the implementation and financing 
methods to be used in the project. 

b. Narrative. Financina Methods Assessment 

(1) Dollar Assistance provided bv A.I.D. 

All proposed financing methods for the dollar assistance to be 
used in the project are preferred methods. 

(2) Local Currencv Counterpart provided bv the GOCR 

The counterpart contribution, provided in cash, comes entirely 
from ESF local currency generations. 

The GOCR, with A.I.D. concurrence, will provide the local 
currency to CDF to fund its local currency program ex enses and an endowment. 

8 R The actual grantin mechanism will be the tripartite B 3 Project Agreement to 
which A.I.D., the G CR and the CDF will all be parties. 



. . 

Type of Expenditure 

CDF OPERATIONS 

1. A.O.D. dollars 

2. ESR Vlll local currency 

ADVISOR 

3. A.I.D. Advisor 

TECHNICAL ASSISTANCE 

4. TAContract 

AUDITS AND EVALUATIM 

5. Audits & Evaluations 

EYOOWMENf 

6. ESR V1 Local Currency 

7. ESR Vlll Local Currency 

TABLE 17: METHODS OF IMPLEMENTATION AND FINANCING 
(us$ooo) 

Implementation Method 

A.I.D. Direct Grant (HB13) 

See narrative 

Direct payment 

A.I.D. Direct Contract 

A.!.D. Direct Contract 

A.I.D. Dirasi Contract 

See narrative 

See narrative 

Direct payment 

Direct payment or 
Trea UCred.(') 

Direct payment 

HCIAID 

AID 

AID 

AID 

AID 

HOST COUNTRY 
! MPLEMENTING 
AGENCY 

I 

CONTRIBUTION 
AID 

6,014.2 

480.8 

720.8 

285.0 

- 
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The Project Agreement will commit and assign C400 million 
a proximately $5 million from ESR VI and agree to program an additional C800 

rn ' P  llion (approximately $ 1 0 million) from ESR Vlll for the Project. All the local 
currency will be transferred to a seperate inter&-bearin account in the BCCR. E The fiscal agent, hired by thla CDF with A.I.D. and MIR NEM approval, will be 
empowered by the Foundation (1) to make disbursenmts from this seperate 
account into the Foundation's project account for pro ect Implementation casts 

I approximately C390 million plus interest earned) and 1 2) to make disbursements 
rom this seperate account into the endowment account - once established by the 

foundation (not less than C810 million lus interest earned). The endowment funds 
will not be monetized during the life o the Project. (See Annex L for more details 
on this mechanism.) 

P 
Capabll~ty Asssssmenf . . c. implements 

No assessment of the implementing and financial capability of 
the Host Country entities is necessary because all U.S. Dollar financed contracts ,#' 

and subgrants will be executed directly by A.I.D. 

However, for the A.I.D. HB 13 sub rant to CDF, a pre-award 
survey of the implementation and financial capability o 7 the CDF, as supported by 
the TA Contractor, will be completed as part of the grant procoss. Full 
implementation of the Grant to the CDF will depend ort a ositive assessment. 
Disbursement of local currency to CDF by the fiscal a ent wi I also be conditioned B P 
on a positive assessment. This condition will be ncluded in the agreement 
between CDF and the fiscal agent. 

d. Audits 

This section identifies auditable agreements and proposes an 
audit budget. 

Normally FllG audits A.I.D. direct contracts and (sub) grants. 
RIG may decide to use non-federal auditors, therefore money for these audits is 
included in the project budget. The general criteria for setting the audit budgets are: 

audit no agreements under $1 00,000 
one audit will be performed every two years 
agreements costing $600,000 to $2,000,000 will have a 
budgeted unit cost of $1 0,000 

d) agreernents costing over $2,800,000 will have a budgeted 
unit cost of $20,000. 

However, considering that the CDF is a brand new institution this . 
g roject will budget for annual audits $15,000 per audit. Other audits will be 

udgeted according to the above criteria. The audit budget for the project is 
presented next: 



.. - 
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TABLE 18: AUDIT BUDGET 

Agreement to be A reement Duration Audit Audit Audit 
Audited 8ost In Years Units Unit Budget 

f :ziY cost ($000) 
valent) 

CDF operations $1 1,029 7 7 $1 5 $1 05 

A.I.D. Adviser 480 4 2 10 20 

TA Contrzd 721 3 1.5 10 15 

Endowment 10,000 7 0 0 0 

TOTAL $1 40 

. @ '  

The CDF will be required to have public accounting firms perform 
periodic audits of its US Dollar and local currency accounts. This requirement and 
the budget resources to meet the requirement will be contained in the tripartite HB3 
agreement which grants the funds to the CDF. Also, an audit requirement will be 
imposed on the fiscal a ent in the agreement between it and the CDF. Funds for 
CDF and fiscal agent a A' ministered audits are to be included in the HB13 subgrant 
and the CDF/fiscal agent agreements respectively and are additional to the funds 
provided above for RIG aud~ts. 

3. Procurement Plan 

This Project has two main categories of procurement: (I) 
procurement of goods and (2) contracting for services. Table 19 gives a summary 
of the plan for the procurement of goods and services: 



1. CDF 

a) Goods 

b) Sewices 

ABLE 19: FORESTA PROCUREMENT PLAN ($000)' 

HC1A.I.D. 1 2 3 4 5 6 7 TOTAL 

2. Support Contract A.C.D. 187.6 338.8 122.7 7i  .7 - - - 720.8 

3. A.I.D. Adivser A.I.D. 90.0 120.0 120.0 120.0 30.0 - - 480.0 

4. Audits & Evaluations $ A.I.D. 20.0 20.0 100.0 5.0 20.0 100.0 20.0 285.0 

1 OTAL 

All figures are shcwn as US. dollars for comparison only. The exchange m e d  is U.S. $1/C78. 
.6- a 



I N P U T S  I 
(Millions of Dollars or Dollar equivalent) 

I. CDF 

A. General Operations 

B. Management of Protected Areas 

C. Natural Forest Management 

D. Trees on Farms 

E. Administraticn 

II. T.A. Support Contract 

Ill. A.I.D. Project Adviser 

IV. Audits and Evaluations 

V. Inflation and Contingencies 

VI. Endowment 

TOTAL 

TOTAL 

5.64 

1.16 

1 .I7 

0.44 

1.23 

0.72 

0.48 

0.29 

1.37 

m 
$22.50 



Approximately $665,000 worth of local currency plus $11,000 (in 
dollars) will be used to procure goods for the Project. Ap roximately 75% of all IR procurement of goods is for the purchase of 31 vehicles. ost of the rest of the 
goods to be purchased are to set up the operation centers to be established 
throughout the project area and to furnish the new CDF. The purchase of all goods 
will be carried out by the CDF using good host countrj procurement practices for 
local currency procurement and using Handbook 11 regulations for the dollar 
procurement. 

Approximately $2 million will be ussd to contract for services plus 
about $960,000 in local currency will be used to contract for 22 smail construction 
projects. Here there are approximately 61 contractinfj activities totaling 
approximately $2.96 million in value over the LOP. It is signi icant to note that the 
two support contracts for the creation of the CDF total about $1.2 milllon, or over 
40% of total services. In addition, nearly $I million in local currency will be used to 
contract for the construction of 18 ranger stations and several visibr facilities (about 
32% of the total). All contracts for services will be executed by the CDF (except the 
two support contracts which will be executed by A.I.D.) as host country contracts 
  sin good contracting practices for local currency contracting and using HB11 
regu 9 at~ons for dollar contracting. 

The eograghic code for the rocurement of all goods and services 
using U.S. dollars 3 rom the A.I.D. grant will g e Code 000 plus the host country and 
the members of the CACM. The eographic code for the procurement of all goods 
and sewices using funds from t e host country counterpart contribution will be 
Code 899. 

a 
4. Recurrent Cosl: Consideration 

An analysis by the design team of the last year of project 
implementation (year 7 identified ap - l'dximately $1.07 million as the minlmum b P recurrent costs of the C F necessary or the Foundation to continue operating as 
planned in the Project. The Central Cordillera Trust Fund is being rovided by the 
Project to meet most (if not all) of these costs. Pdtachments A, 8 and C to the 
Financial and Economic Assessment (Annex H) provide four potential scenarios for 
the cash flow of the Trust Fund. 

Scenario A assumes a $10 million fund in local currency started on 
day I of the Project with no payment of taxes on the earnings of the endowment. 
This provides for all expected operating costs plus continued growth of the fund for 
the next 12 112 years. 

Scenario B assumes the same fund is started on day I of the second 
year of the Project. This provides an annual income of $665,000. 

For both of these scenarios, additional income will be sought from 
two already identified sources,: 

(I) earning from concessions and other visitor related activities 
currently expected to be between $180,000 and $200,000 in year eight (a very 
conservative estimate based on current earnings). 



This will require a change in the current law which MIRENEM fully supports. 

(2) private donations have supported many national park 
activities in the past and are continuing to do so. 

Grants from other donors are not factored into this analysis since it is . 
too early to know what might happen; however, it is clear that such grants would 1 , 

stabilize the long-term financial program of the CDF under each of the scenarios 'L #( 

described above. I 

C. Monitorinn and Evaluation Plan 

I. Project Monitoring 

The monitoring and evaluation plan set out below (and in reater F detail in Annex J) establishes procedures for continuous monitoring of the roject 
by project participants. It envisages baseline data collection as well as periodic 
collection and analysis of information pertinent to numerous outputs and indicators 
which will enable project administrators to evaluate performance of the several 
project components. 

The monitoring and evaluation plan relates directly to the Logical 
Framework for the Project and the Project Implementation Plan, from which it 
draws the s ecific outputs and indicators that it seeks to verify. It also relates 

, directly to U 8 AID'S formal mid-term and final evaluations of the Project in that it will 
provide much of the iriforrnation required for these evaluations. In addition, the 
following planning documents will be submitted to A.I.D. for approval based on 
environmental criteria: the global deveiopment strategy for the project area, the 
individual management plans for the protected areas, and the forest management 
guidelines. 

Ideally, the monitoring and evaluation process will prove trul useful 
in day-to-day Project implementation as it will becomo an integral part o /' project 
planning and operations. The monitoring and evaluation process will be 
instrumental in developing the successive annual operating plans. The combined 
planning, monitoring and evaluation effort will continuously refer to basic project 
goals so as to rneet them whenever feasible, and revise them when experience 
indicates this to be necessary. 

2. Monitorha Mechanisms 

The monitorin and evaluation techniques are designed to track the 
indicators. Descriptions of t i? e principal mechanisms follow. - 

Remote Sensin (RS): Interpretation of satellite images of the project 
area for the first year of the # roject with subsequent interpretations in years 4 and 
7. Periodic aerial photography of the project area should be undertaken to 
-:~pplement the satellite imagery as necessary. 

ivlapping (M): Biennial mapping of actual land use in the project area 
based on information obtained from remote sensing, verified 



on the ground. 

Sample Plots (SP): Establishment and periodic measurement of 
selected field sites for such ~tems as regeneration of natural forest, reforestation 
and logging, with annual compilation and analysis of data obtained. 

Field Visits (N): Frequent on-site observations of project activities, 
memorialized in progress reports or In separate field reports. 

Censuses (C): Periodic interviews of samples of the population to be 
aggregated and analyzed. 

Progress Reports: Periodic written statements by the project adviser 
and other technicians of status and progress of specific project activities, to be 
aggregated and analyzed. In some instances these could be of a standardized 
form, e.g. checklists. 

Personal Knowledge: Awareness and communication by project 
participants, technicians, admmistrators of roject conditions, continuously 
available to supplement information gathered t rough the aforementioned more 
formal mechanisms. 

R 
3. Project Evaluations 

In addition to this continuing monitoring program, the project will have 
two formal outside evaluations. The first, after approximately 30 months of project 
implementation, will evaluate the development of the CDF, the utility and success 
of the monitoring program and make recommendations concerning monitorifig 
techniques and outputs. The second outside evaluation will be larger in size and 
broader in scope to include project performance to date and recommendations of 
possible further action. This evaluat~on will be conducted during !he second half of 
the fifth year of the project. A decision on whether to actually perform a final 
evaluation will depsnd on the recommendations of the sec~nd outside evaluation 
and Mission priority as the FORESTA Project draws to a close. 

4. Verification of Project OufpufS 

The Project uts to be verified through the monitoring and 
evaluation process are set 

a) Protected Areas Component: 

Preparelapply management plans 
Establish/dernarcate boundaries 
Acquire enclaves 
ConstrucVoperate administrative and visitor infrastructure 
Control entrylactivities 
Increase public visits, information, education 
Provide economic and social benefits through park management 
Maintain biodiversity 



Forest Management Component: 

Protect forests by controlling entrieslactivities 
Determine land use capability and actual land use 
Inventory forest resources 
Apply f o w l  management techniques 
Apply forest industrial techniques 
Establish ownership rights to forest resources 
Involve communities in forest management and protection 
Increase income to forest owners from forest harvesting 
Increase value added to forest products from forest - 
industrialization 
Reduce environmental impacts of forest harvesting operations 
Reduce environmental impacts of forest industrial operatioi 1s 

Farm Forestry Component: 

Reforest land on farms 
Introduce agroforestry, i.e. incorporation of wood trees for 
income production, into cropping and livestock systems 
Manage second growth forests on farms 

An A.I.D. Direct Hire Agricultural Development Officer in the Mission's 
Rural Development Office (RDO) will be the Mission official directly responsible for 
the implementation of the Project (i.e. the Mission Project Officer). The Project 
Officer will be the prima USAID contact erson with the Foundation. Hdshe will 
also be the principal U 3 AID contact wit 1 the support entity and with all other 
institutions and individuals that rolate to the Project. Helshe will continuo!msly 
monitor project implementation in close coordination with the Manager of the 
Cordillera Development Foundation and the AID Project Adviser. 

The Mission will also establish a Project Implementation Committee (PIC), 
chaired by the Mission Project Officer, with representatives from at least the 
following offices: Rural Development, Pro'ect Development, Controller, Extacutive, 
Program, ROCAPIForestry, and ROCA d /Regional Environmental Management 
Specialist. The PIC will provide technical as well as general support to the Project 
Manager. 

The Controller's Office also has a monitoring role as it approves 
disbursements and advances for project implemsntatisn. 

V. PROJECT ANALYSES SUMMARY 

A. ktitutional Analysis 

The FORESTA Project will work directly with the Ministry of Natural 
Resources. Ener y and Mines (MIRENEM), the National Park Servico (SPN - a 
division of MIRE EM), and the Forest Service (DGF - a division of MIRENEM). In 
addition, 

19 
ttle Project proposes to establish an 



endowment under the management of a nonprofit foundation selected near the end 
of project implementation. Finally, the Project will work with local associations 
representing farmers, tree growers, wood processors, marketers, etc. in the project 
area. 

A.nnex E resents an indepth assessment of the relevant organizations 
conducted by the h entral American Institute for Business Administration (INCAE). 
The following are relevant points from that assessment. 

I. Ministry of Natural Resources. Energy and Mines (MIRENEM): 

MIRENEM was created by executive decree in 1986. It does not yet 
have official legal status (the bill for its creation is currently in the Legislat~ve 
Assembly). It is made up of the National Park Service, the Directorate General for 
Forestry, the Office for Wildlife, and the National Metereological Institute which 
previously belonged to the Ministry of Agriculture. MIRENEM has recently begun 
to centralize planning, purchasing, budgeting, accounting, auditing, and personnel. 
The Ministry is subject to the government-wide bud et and audit reporting to the & Ministry of Finance arid the Comptroller General's ice. Donations or loans for 
the Ministry or its departments from other governments or international 
organizations must be approved by the legislature, or the may be channelled 

Finance Department. 
K through a foundation. Turnover of personnel is minimal, wit the exception of the 

In general, the Ministry has the technical expertise and abilit to carry 
out its mandate. Department heads are considered responsi g le and 
conscientious. However, there is concern that the failure to pass the law croating 
the Ministry could become a threat to the motivation of the personnel as the change 
of GOCR administrations in 1990 draws near. Tho prima concern is that the new 
administration could decide to break up MIRENEM; 7 owever, with the legal 
establishment of the CDF andlor continuation of MlRENEM under the current 
executive decree project activities would not be much affected. 

2. National Parks Service !SP& 

The SPN was created by Executive Decree in 1970 under "ie 
Directorate General of Forestry (DGF). Tile National Parks Law of 1977 confirmed 
the SPN as a directorate and a department of the Ministry of A riculture. Although 
that law is still in force, the SPN has been transferred to MIRE 8 EM. , 

The SPN exercises control over 14 National Parks, 6 Biological 
Reserves, a national monument, and a zoo. To carry out its duties it has a 
77-million colon budget, coming from the nation's ordinary budget and 17 million 
colones from the National Parks Fund; 367 officials are in charge of seven 
programs: Area Management and Protection; Planning; Land Purchasing; 
Research; Training; Management and Operations; Environmental Education and 
Extension Activities. Staff salaries take up 74% of the budget. In key.~s&ons 
there are personnel with much field experience who are-career employees of the 
institution. - . . .  - 



3. mctora te  General of Forestry [DGF): 

This GOCR office was created by the 1969 Forestry Law and started 
operations in 1970 as a departmcant of the Ministrv of Agriculture. It now forms part 
of MIRENEM and has 472 staff members, the salaries of whom, in addition to tne 
rents, electricity and communica~ticsns takes up 95% of its budget. There is marked 
cen:ra!ization within the DGF. 14s an entity with responsibilities relating to forestry 
resources, its presence Is very limited at the rogional level. Even though the 
Forestry Act grants it powers, which in the opinion of some of its officials are 
sufficient for it to operate with relative autonomy, the DGF decision-making process 
is strongly influenced by the Ministry. 

The DGF is respalnsible for policy and control on the use of all forests 
(public and privately held) in Costa Rica outside of the national parks and biological 
reserves; this includes the cutting of trees and reforestation. 

The visits made to regional entities in the forestry field, such as the , , 
forestry corporations of San Carlos and Puerto Viejo and the Atlantic Sawmill , fi r , \ 

Owners and Reforesters Association, and interviews with both board members and . 
associates of these institutior~s, highlighted the lack of communication between , , '' 
these entities and the DGF. Therefore, the new CCF must develop strong 
community and forest user communication channels where roject activities are 1 
responsive to the beneficiaries. (This has been planned.) 1 Iso, in order to win 
over such groups and many individuals, the CDF will simplify procedures for 
obtaining forest user permits. 

4. National ParksF:oundation (FPN) and NeoWg&aFoundation (m: 
In June 19.7% the National Parks Foundation was established by the 

Attorney General's Offico urlder the guidance of the Director of SPN and the 
Presidential Adviser on Natlural Resources. The purpose was to establish a 
nonprofit private body that wlould promote the consolidation of the national parks 
system and other protected areas. It has a five member Board of Directors (3 

I appointed by the founder - Attorney General's Office, one by the Executive Branch 
of the GOCR, and one by Central Canton of San Josg). 

In,-1985, the same individuals, plus the current Ministerial Adviser on 
Natural Resources, created the Neotropica Foundation, -seeking less involvement 
from government officials and more from private individuals. 

The National Parks Foundation continued to exist but, the emphasis 
began to be placed on the Neotrdpica Foundation .until, in June, 1986, the *wo 
signed a cooperation agreement. The agreement stipulated the organization of 
activities which would be defined by mutual agreement and a body composed of 
members of both Boards was set up, to whose discretion it was left to appoint 
representatives as necessiary, for jaint action. The Neotr6 ica Foundatim took 
charge of the administrative affairs of the two foundations. 8 radually tho National 
'arks Foundation handed over programs to the Neotrdpica Foundation and, 



on July 4, 1987, the FN took over the four main programs: I) the Natural Patrimony 
Program; 2) the Environmental Education Program with the Heliconia Publishing 
Company; 3) the Land Ownership Program; and 4) the Lobbying Program. The 
FPN donated all its personal property to the FN. With the above programs, the FN 
received 42 specific projects to manage, the majority of a tempora 
however, five of tho projects required 37 new positions at the ? N. The 
accompanying budget for these projects was over 45 million colones, a large 
proportion of the hudget managed by the FN in 1987. Together the budgets of the 
two organizations exceeded 63 million colones. 

The two foundations' Boards of Directors meetings have been held 
jointly and, although the majority of the resolutions are passed jointly, they are 
recorded separately in each Foundation's minutes. 

Some of the administrative aspects detected are as follows: although 
both foundations are housed in the same building, they keep separate accounts 
and each is responsible for mana in its own resources. They currently manage 
approximately 60 projects, each o 8 w 8 iich has its own set of books. Annually, the 
foundations carry out separate audits, and this year Peatv Marwick Mitchell & Co., 
Certified Public Accountants, carried out the audits for the two foundations, 
certifying that the financial statements on the 31st of December, 1987, reasonably 
reflected the financial situation of each. They have budgetary resources up to 1993 
and are trying to create a patrimony fund. As of December 31, 1987, the two 
foundations' total assets exceeded $4.7 million. The Foundations maintain bank 

I accounts in Costa Rica with ihe Banco de Costa Rica and two accounts with the 
Perpetual Fund of Washington, in Washington D.C. They have no difficulty in 
opening any additional bank accounts that they require. The management 
supports training which it considers impodant to enable the staff to carry OIJ~ its 
duties more efficiently. 

Therefore, the FPN is not currently capable, on its own, of handling 
project funds. The FN, on the other hand, is experienced in carrying out activities 
similar to those proposed for the FORESTA Project and has a strong financial 
control system. However, as primarily a conservat~on organization with nationwide 
scope, the FN could not be expected t~ devote the time and effort required to 
successfully implement the Project on a permanent basis. The CDF must be 
completely dedicated to forest management in the Central Cordillera. 

5. The Institutional Analysis (Annex E) also discusses the three privah 
associations currently active in the project area: 

- SanCar!mBmstry Develsarnent_Sor~~zaI~n(CQDEFO_RSA) was 
created in 1984 and includos almost all the North Hubtar Region sawmill owners as 
associates. There are notable strains between the association and the DGF. 
CODEFORSA leases the facilities it needs for its operations and works from the 
basis of a permanent administrative structure, made up of the Executive Director, a 
forestar, a legal cuunseler, administrative assistant, secretaries and miscellaneo~~s 
personnel. Accounting services are contracted for externally. 

- Agd-cultural and Forestry Development Corporation_ of S3r-d 
(CWORSA) was established in 1986 as a civic organization. It 



inteids to bring together the area's producers of lumber for reforestation purposes 
and to protect the area's forestry resources. There are 47 members, of whom 30 
are farmers, 4 are haulage contractors, and 4 are professionals. There are also 
strains between this Corporation and the DGF. 

- AtlanticSawmillOwn9.r~. andRef~re.stersA~~iation .(.!ASIREA) was 
founded in 1987 to unite the Atlantic loggers and sawmill owners to improve the 
industry, to make better use of the raw materials, to create ermanent sources of R - 
raw matorials and to promote reforestation programs y coordinating with 
government and private bodies. Membership includes the 18 active sawmills in the 
zone. The Association lacks a permanent management structure and does not .. 
maintain a formal accounting system. It also has strained re!ations with the DGF. 

Since the rimary cause of tension between these forest user 
associations and the G 9  g R agency (DGF) currently responsible for forest use and 
control has been the belief on the part of these associations that the DGF does not 
listen to them, it is important that the CDF develop a system of communicstions 
with forest users to be aware and responsive is their needs. (This is an integral 
part of the CDF program.) 

The other major source of problems is the large amount of "red tape" 
within the DGF required to get permits to work in the controlled areas. The CDF's 
procedures will be much simpler. 

6. Conclusions 

The analysis concludes that those institutions identified by the design 
team as relevant to the success of the Project are the correct institutions; they are 
interested in working with the CDF; and they all support the Pro'ect as designed. In 
order to maintain their support, communication with the CD k is very im ortant. 
Finally the analysis recommends significavli rebuildin of the Nationa Parks 3 P 
Foundation (separate from the Neatr6pica Foundation before it could play a 
significant role in the Project. 

B. Technical AnaIv& 

I. Protected Areas Manaaement Component 

This study (Annex F) analyzes the technical feasibility and cost 
effectiveness of the proposed project activity and offers several recommendations. 
Most significant among these recommendations is that the concept of the "national 
parks component" be widened to include all 12 protected areas in the project area 
and that: they should be handled by the Pro'ect in the same way. This d recommendation has been adopted by the project esign team. 

There are sevsral recommendations concerning the development of 
long-term plans including management strategy between SPN, DGF and FPN, 
rnesliing the biosphere reserve with the project area, and improving management 
planning. Integrated planning, management, and administration of the entire 
project area is of vital importance to ensuring the technical feasibility of the Project. 
The study emphasizes 



that those government agencies responsible for the parks, local governments, 
community groups, and private organizations with specific commitments to the 
parks should form the core planning group - not outside consultants. 

The analysis also discusses the immediate need for land tenure and 
biological inventories within the project area prior to finalizing park expansion 
proposals, field markings, or infrastructure development plans. These are also 
required for developing a policy for dealing with "squatters" in the area which could 
include expulsion, buy-out, andlor relocation. 

The study distinguishes between that infrastructure which should be 
designed and built right away and that which should await further study and 
completion of the davelopment and management plans. 

Additional recommendations include providing for public 
transportation to selected parks, environmental education programs, developing a 
long-term financial strategy for the project area, seeking alternative revenue 
sources, creating sweral permanent plots for vegetation and wildlife inventories. 

Finhiiy, the analysis stresses the need for an autonomous or 
semi-autonomous management authority for the Cordillera Central as vital to 
guarantee the success of the Project. 

2. Forest Management Component 

Management for the sustained yield of natural forest types found in 
the project area does not yet exist in Costa Rica. 

Two si,lvicultural methods have been proposed for the Project: 

a) the Strip Shelterwood Method - involves clear-cutting narrow 
strips of forest with all woody biomass removed from the strip followed by natural 
regeneration. This method is best suited to old growth f~rests with a wide spscies 
diversity. 

b) the Selection Cut Mgthod - involves cutting a few mature, 
sawtimber trees from a given area permitting the remaining trees to mature and 
natural regeneration to develop. This method has better potential in secondary 
forests or others of limited species diversity. 

Each method has its benefits and use depends on the type of forest 
area selected for implementation. The Project has identified three primary areas 
for this component: 

a) Las Horquetas contains about 12,700 hectares, mostly in good 
forest. Six to eight landowners have expressed interest in participating. The strip 
sheltewood method would best apply for this land block. 

b) Rio Corinto landowners have expressed support for this activity; 
however, differences in property size, timber quality and quantity, and difficult 
access will complicate operations. Both silvicultural methods apply in this block of 
land. 



c) La Virgen del Socorro has less than 4,000 hectares of forest, 
poor road access, and no professed interest in developing a forest industry. This 
area should be kept as it is for the time being. Eventual project activities will 
probably be more similar to Rio Corinto. 

Proeject selection of the best forest industry method (central 
processing complex vs. portable sawmilling facilities in the woods) should conform 
to the selection of the silvicultural option in that the strip shelterwood technique 
leads to the full-scale industrial approach, whereas the selection cut method leads 
to the limited industrial approach. In general the Project should aim for the 
full-scale Industrial approach, except where fores.2 conditions produce limited 
volumes of material more appropriate to the portable sawmilling option. 

Because of the time elemefit involved in forestry, technical assistance 
in silviculturaf and industrial techniques should be available to the Project 
throughout its seven-year life, but not necessarily on a full time basis. 

3. 

have two PI 

Farm Foresty C~rn.~nend 

The technical analysis proposes that the farm forestry component 
.incipal activities: 

a) training and extension in nursery establishment and seedling 
production; and c 

b) tree planting on farms whether for timber production, 
agro-forestry, or other uses. 

The first entails the establishment of at l e ~ s t  five principal nurseries 
located in the key farm forestry zone from San Raman de La Vir en to Cubujuqui. 
The second will involve as many farmers as possible, recruire 8 through forestry 
promoters, to introduce forestry as an iwome-generating activitity. 

The first activity can use combinations of models developed by 
CATIE's Madelefia project: that is, the establishmsnt of family, communal or 
private commercial nurseries. Local organizations or community leaders should be 
~dentified by FORESTA and an assessment made of their interest in establishing a 
forestry nursery with technical and material assistance provided by the Project. 

F3RESTA will provide technical training and assistance during the 
first few ysars of nursery establishment. Financial assistance can be prowded. 
Nurseries v ill be encouraged to produce extra seedlings for sale to tree planters 
cAng tax incentives (the CAF). Within a few years some of the nurseries should be 
independent, income-generating businesses. 

Participants for the tree planting activity will be recruited by 
GDF-selected and trained forestry promoters who live and work locally. They will 
receive Project training on the benefits of tree planting, how to establish and 
maintain plantations and how to identify different tree planting sites and appropriate 
species. 



Promoters will then contact their neighbors, looking for program partici ants. 
Promoters will not receive a salary but rather a commission which could be g ased 
on the number of participants recruited, or area or numbor of seedlings planted. 

FORESTA will employ different incentive mechanisms to interest 
farmers in planting, e.g.: give each participant 500 seedlings financed by 
FORESTA to plant on their farm. The promoter will help coordinate seedling 
delivery to their araa and assure that site preparation has been com leted on each P farm. Participants who properly plant and care for their trees wil be eligible to 
receive another 500 free seedlings from FORESTA in subsequent years. Each 
year the promotors will contirlue to find new Project participants, thus increasing 
the number of farmers exposed to tree planting activities. Farmers who wish to 
plant more than the allotted 500 treeslyear will be able to purchase extra seedlings 
from the nursery in thoir area. No money should be spent payin farmers to plant W trees nor in supporting them while the trees grow. Similarly, FO ESTA could sell 
highly subsidized seedlings to participants or give them a rebate after one year for 
each surviving seedling. 

Assuming three promoters for each nursery and at least five 
nurseries, if each promoter recruits tan new farmers per year, by the end of 
FORESTA's seventh year approximately 1,000 farmers will have planted trees on 
their farms with a total d approximately 9,575 million seedlings. The Project will 
beave at least five commercial nurseries operating to produce seedlings for future 
planting by the newly interested farmers. 

As mentioned in Section lll.C.4. integration of Trees on Farms 
Component (and in Technical Annex F) the CAF program ives financial incentives 9. for reforestation. FORESTA will collaborate with the CA program in promoting 
reforestation but will MOT depend on it as the driving force of its farm forestry 
component. CAF requirements (title to land, a forest management plan and a 
restricted species list) will Dimit participants to those farmers or grou s with the 
necessary resources to wade through governmental red tape. Rather t 1 an helping 
local c_arw~sin-o organizations apply for CAF credits, project resources will bsnef!t 
a greater number of farmers by making available seedl~ngs, without charge and 
without red tape, to those who simply want to plant trees. Lar er-scale planting 
with CAF finawing will ultimately support the nurseries that F 8 RESTA helps to 
establish. While many FORESTA farmers will go on to a ply for CAF's to plant 
larger areas on their farms, the Project will not con d' ition its farm forestry 
component on ?he farmers ability to secure government financing prior to planting 
trees. Otherwise, the Project would only be reinforcing the status quo rather than 
promoting new forestry-or~ented activitibs. 

C. Social Soundness Analysis 

I. The Problem 

Deforestation in tropical America has been primarily a response for 
expanding the agricultural frontier. New settlers want land to continue traditional 
agricultural pract~ces and speculators clear land to secure property rights. Both 
groups are encouraged by 



loggers who are now entering into hrture contracts years before cutting. Even 
public institutions have encouraged w d  lsgitimized deforestation: IDA otiiged its 
settlers to clear land for productiv . XI; banks seldom accept virgin forest land as 
collateral for credit; greater legal protection is ranted to protect productive land 8 (i.e. pastures and farms) against squatters; an cleared expropriated land for the 
national parks has been compensated for at a much highsr level than virgin forest. 
Therefore, deforestation has been the result of logical and reasonable behavior of 
responsible citizens. 

2. FORESTA Response 

The FORESTA Project will change this pattern by generating new, 
reasonable income streams from the trees themselves, within the following land 
use categories: 

a) Park Mana ement: Improved park management will stimulate 
visitor-generated income and 7 ocal community participation. 

b) Forest ?Janagement (in non-protected areas): Local income 
streams will be actuated by improving local cutting, marketing, industrial capacity 
for more wood varieties under local control, and natural forest regrowth. 

c) Planting New Trees: Commercial planting In degraded areas 
and intercropping creates income from harvesting these trees. 

1, FORESTA's most fundamental contribution is tile linking of nsw 
1 technolo y to local ownership arrangements that will activate niyw local income 

streams 7 rom wood itself. 

3. The Socio-cultural Feasibility of FOREST4 

The sociocultural feasibility of FORESTA depends on the ability and 
' willingness of two groups to change certain aspects of their behavior: rural 

i landowners have to be willing to refrain from certain traditional land use behaviors 
in exchange for income streams derived from new tree-related behaviors. Urban 
authorities not only have to cease questioning the right of currently deedless rural 
residents to reside in the project area; they also have to take the unprecedented 
step of granting them permits to harvest wood on a sustainable basis. An honest 
assessment would have to say that neither side is yet comfortable with the other. 
Rural residents are skeptical, not only about conservationists, but also about those 
who claim that wood-management will be more profitable than traditional livestock ': 
or coffee. Urban officials are still heard to say, in unguarded moments, that ' 

recently arrived campesinos of certain sectors should be removed from the 
hillsides. 

If agreement can be reached between the two groups, the analysis 
( , . : i. uresented in the report shows t h ~ t  FORESTA is highly feasible from a sociocultural 
I $erspective. The discussion is divided into four major sections: population 

distribution, land tenure, local economic organization, and local social 
organization. Not only are there no mi'jor barriers to project implementation in any 
of these domains, there are conditions which could be mterpreted as making this 
region 



particularly favorable to such activities. Though land tenure issues were viewed as 
potentially problematic, the report gives evidence that the local land tenure situation 
may make this region uriusuafly appropriate for the launching of FORESTA. 

More than half of the report is dedicated to specific recommendations, 
subdivided into several major categories. Under general project structure, it is 
recommended that tree planting be elevated to the status of a major component. It 
is recommended that "commun~ty development" not be a separate component but a 
series of activities within each component. Land tenure research should be carried 
out, but it should focus, at least in the beginning, on the status of spscific farms 
participating in the Pro'ect. Recommendations on the park management d ' component focus on lea s for diverting visitor-derived income streams to local 
families. All of these recommendations have been incorporated into the Project 
Paper. 

Recommendations on natural forest management deal in some detail 
with a possible organizational model for integrating silviculture and industrial 
processes. With respect to the tree plantin component, while it is recommended 
that caution be exercised not to convert F ORESTA into simpl a tree planting 
project, specific outreach recommendations are made to launch t e Project'rapidly 
into the tree planting component. 

6 
The most controversial cluster of recommsndations concerns the 

overall institutional structuring of the Project and the specific operational 
management c: project funds and pro'ect activities. The report lauds the proposed 

I ncn-governmental character of FOP 4 ESTA, but warns against certain specific 
' managerial options. These warnings have been fully considered in implementation 

arrangaments proposed in this Project Paper. Specific recommendations include: 
, final trust fund ownership should be cautiously determined by MIRENEM and 
' USAID during the duration of the Project; in deciding eventual trust ownership, both 
governments should insist on substantive competence criteria in the activities to be 
carried out by FORESTA. In the meantime, forest mariagement and tree planting 
activities can be immediately launched via competitively earned contracts with 
NGOs. The general conclusion of the Social Soundness Analysis is that all 
components of FORESTA are highly feasible. If MIRENEM and USAlD can deal 
effectively with the issue of project management and funds ~wnership, then 
FORESTA stands an excellent chance of providing program breakthroughs. 

D. Financial and Economic Assessment 

Two spreadsheets, one financial (Economic Assessment Annex I, 
Attachment I) and the other economic (Attachment 2), co~nprise the framework for 
assessing the viability of the FORESTA Project. Project worth is presented in 
measures of net present value (NPV) and internal rate of return (IRR). Project 
disbursements occur over 7 years, but flows of benefits and costs arc projected 
and compared over 20 years. Project discount rates are 12% for the financial 
analysis, and 6% for the oconomic analysis. 

FORESTA produces four classes of measurable outputs plus 



important intangibles. The four classes of measurable outputs are: (I) recreational, 
educational, and scientific use of the national parks, La Selva field station, and 
other public and private sites suitable for the production and consumption of these 
services; (2) production, consumption, and sale of farm trees in the Project area; 
(3) increased economic returns from natural forests in the buffer zones through 
implementation of sustained yield mana ement and improved conversion R technology; and (4) reduced deforestation in t e Project area. 

Total financial input to FORESTA over years 1-20 exceeds U.S.$37 
million, not including contingencies and inflation. Most of this (over $29 miilion) will 
be generated by the Central Cordillera Trust Fund. The initial amount to capitalize 
the trust fund is approximately $10 million. 

A 

Financial NPV of the Project is $6.8 million, while economic NPV is $59.9 
million, in the base case of direct outputs plus reduced deforestation. The IRES are 
18 and 35 percent, respectively. Exclusion of indirect benefits (i.e. omission of the 
economic value of reduced deforestation) has iittle effect in diminishing 
FORESTA's viability. Sensitivity tests indicate that financial NPV turns negative if 
the time horizon is shortened to 10 years, or if visitations to the national parks and 
other wildlands are valued at 50% of the base case. However, economic NPV 
remains positive for all sensitivity tests. 

In view of inadequate data and untested assumptions, these results are 
preliminary. Principal tasks to develop the analysis in greater depth include: (I) 
refining budget categories and estimates; (2) tightening the links between budget 
estimates, implementation plans, and gumtitles of outputs; (3) reviewin concepts. 
assumptions, and estimates for quant~ties and values of visitation to t f! e national 
parks and other wildlands; (4) initiating cost-benefit analysis of reduced 
deforestation in the FORESTA area, focusin primarily on water and watersheds; 
and (5) evaluating FORESTA's viability un f el' various scenarios regarding debt 
swap, financial performance of the trust fund, and prospects for interrelated 
projects. 

E. Environmental Assessment 

I. Major Conclusions 

a) Desirability of the FORESTA Project 

The Environmental Assessment (Annex I) concludes that the 
FORESTA Project, as designed, meets the development goals for the Project area 
in an environmentally sound manner. The Project would finance moderate 
expansion of park boundaries, application of park mana ement lans, and 
implementation of more effective controls on entry and use o 9 the par !. This wil! 8 

attain the Project goal of managing and protecting the parks and the biodiversity 
they contain. 

The Project would also finance sustained yield, natural forest 
management in the forested parts of the buffer zones around the parks. In parts of 
the buffer zones that have already been cleared for pastures and agriculture, the 
Project would finance a combination of reforestation, agroforeslry, and 
management of second growth forests. 



Additionally the Project would put in place a system of more effective controls c?i 
forest harvesting and forest clearin . These Project activities would contol a deforestation in the buffer zones an enhance their capacity to augment park 
habitat, thereby meeting the Project's additional development goals. 

b) Impracticality of Other Environmentally Sound Alternatives 

The environmental assessment examines two alternatives that would 
appear to meet the Project's environmental responsibilities: an alternative that 
would expand parks substantially by acquisition of additional lands; and an 
alternative that wouki apply existing control mechanisms more strictly to ensure 
adequate protection in parks and buffer zones. The assessment rejects both 
alternatives as impractical; the first because it is expensive and unpo ular; the 
second because it is unrealistic, especially in the absence of compementary 
development investments. 

P 

c) Unacceptability of the No Project or Traditional 
Forest Extraction 

Both t11e alternative of no Project and that of promotin$ tradilional 
forest extraction methods through the Project lead to similar, environmentally 
disastrous results which must be rejected. Under the status quo in the Project 
area, deforestation for low levels of forest production and land clearing for 
unsustainable uses would continue unabated. This would quickly lead to nearly 
complete deforestation of the buffer zones, rendering them useless as buffers. The 
motivating force behind the Project is the desiro to avert this scenario and 
substitute it with sustainable natural resources management. 

The FORESTA Project as designed does this. But, if the Project 
were to adopt traditional forest harvesting practices, it would reach the worst of all 
results and actually become an agent of defc,idestation. Since a major emphasis of 
the Project is to institute new forest harvesting methods, regression to traditional 
forestry will not be allowed in project implementation. 

2. Areas of Controversy and Issues to be Resolved 

a) Protected Areas Component 

Soma controversy surrounds ihe questions of which inholdings and 
which parcels adjacent to parks should be acquired to expand the parks. A related 
question concerns which lands outside of parks should be incorporated into 
protection zones or forest reserves and which should remain without restriction. 
The Project will resolve these issues by setting up criteria for purchase and 
reservation of lands and applying thestr criteria uniformly in accordance with a 
timetable for acquisitions and reservations. (See Technical Analysis, Annex F, for 
the parks component.) 

b) Natural Forest Management Component 

The Project will complete land use capability and actual 
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c) Farm Forestry Component 

3. Use of Herbicides or F6sticides 

Prior to any use of herbicides or pesticides in the Project, the EA 
must be amended and approved by the LACICEO. 

VI. CONDITION PRECEDENT AND COVENANTS 

Because the FORESTA Project will work in a GOCR priority sector with 
strong support and coordination from the government there are only the standard 
Cond~tions Precedent (CP) to first disbursement of the dollar grant required for the 
successful implementation of the Project. 

However, the following CPs have been established precedent to entering 
into other financial transactions: 

A. Prior to entering into the dollar sub-grant with the Foundation and prior 
to disbursing the local currency to the Foundation, the Foundation will provide to 

binding obligation; 

(3) evidence that tho Foundation has functioning an acceptable 
accounting and internal control system; 

(4) evidence that the Foundation has entered into an agreement with 

(5) evidence that the technical support contractor has begun to carry 
out its contracted duties. 



B. Prior to the BCCR making disbursements from the seperate account 
for the endowment, the Foundation will provide to A.I.D.: 

(1) evidence of the viability of the designated beneficiary, and its 
capability to fulfill the goals and objectives set out in the Project Assistance 
Agreement; 

(2) a legal opiriion of counsel acceptable to A.I.D. certifying that an 
Endowment Agreement has been duly authorized andlor notified by, and executed 
or! behalf of, the designated beneficiary, and that it constitutes a valid and legally 
binding obligation, together with a copy of that Agreement. 

The GOCR will also covenant: 

(I) to continue, at a minimum, current GOCFI staff and operating budget 
levels related to project activities, and 

(2) to permanently direct all income generated by visitor-related activities 
(eg: user fees and concession fees) in the national parks in the project area to the 
Foundation. 

(3) to exert its best efforts to establish an appropriate legal and 
administrative framework to facilitate the implementation of its national 

P arkslnatural resource mana ement program on a national basis within the 9 imitations of Costa Rica's lega system, and to provide to A.I.D. a copy of this plan, 
as well as semi-annual reports on progress achieved. 

The Foundation will covenant not to use any herbicides or pesticides in 
the Project prior to specific A.I.D. approval. 
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?Y T E K  YISSIOb! BUT T6E LOCAL CURRENCY ENDOWMENT 
COYPONEkT CF T E E  P R O J L C T ,  I N C L U D I N 3  USES OF THE FUNDS 
A R D  THE PPOCIDUPES ?OR OROGkAMMING AND C O N T R J L L I N G  THE 
FUNDS, Y U S T  BE FUHTFER DEF lNED BY THE Y I S S I O N  AND 
R E V I E K E U  BY A .  I .D . / W  YFIOR TO PROJECT AUTHORIZATION 
( R F F .  3. A EFLOII) . ! B )  THE 3 R O J E C T  4 I L L  PE OBLIGATED IN 
FY f 9  RATHER T H A N  FY 8E AS ORI?INkLLY PLBNNEB, G I V E N  T3B 
cOMPLLXITY 3F TKE PROJFCT AND T E E  A M X I N T  OF P R O J E C T  
C F S I G N  kOHK REMAINING. ThE M I S S I O N  Y l L L  SEEK 
ALlERWbT!VE llSFS OF TAT: DOLS 280.000 IN T E E  FY 68 O I B  - ~ 

FOR T h I S  F R O J E C T *  
, , 

3. TEE DAEC DISCUSSE3 T d E  ISSUPS L I S T E D  BELOY AS WELL -- 
AS SOYE OF TqY I S S U E S  AND D J i C I S I O N S  FR3fi T9E ISSUCS 
MEETIGG (USDER ITEM 4.  B E L O Y ) .  

. - . .  . 
( A )  I S S U E ;  LOCAL C U R R E N C Y  ENDOWMENT: 1) IS  TRB 
PROPOSED L C  EWD3WYENT (TRUST) C O N S I S T E N T  Y I T H  A .  I .D - - 
PRCC BCURES. S F E C I O I C A L L Y  , POLICY 3 E T E A r l I N A T I O N  5 
(PD 5)? 2 )  ROY Y N L D  T Y E  TRUST BE OWNED AND 3PERATEDP 

D I S C U S S I C N :  11 PD 5 IEDlCbTES THAT LC S3OUL9 NOT 
NOBYALLY BE U S E D  TOR PURPOS G S / A C T I V I T I  ES T4AT W l U L D  N 3 T  
BE P'IRMISSIILF YITB DOLLAR r ' IN4NCIRCip S I H C E  DOLLkR 
ASSISTANCE C A N  NOT B 6  USZD FOR ENDOYIIPNTS. A QUESTION 
A R I S D S  ABOUT YEETEER 3 0 S T - C 3 U N T R P  3UNED LC (GENERATED 
UN3FB ESP PROGRAMS] CAN R3 USED TO SUPPORT TEE RECURRENT 
COSTS OF FOREST DR3TECTION A S  ?ROPDSED IN TBP PID. 
2 )  MECYANISPIS FOR THT, T R U S T  FUNC A R E N O T  CLEAR* WILL 
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TRE ThUST EX OWNED/OF'EEATLD BY TEE PRIVATE SBCTOR--TO 
PAY G U A R d  SALARIEG A I D  OTiiER RELATED PUBLIC SECTOR COSTS 
FOR FOREST TPOTECTION? WHAT i J I L L  COCR INVOLVEMENT BE I N  
M A N A G I N G  THE TRUST FUNDS? 

MISS I C N  REFHESENTATIVES STP-TED THAT T l E  TRUST FUND I S  AT 
T P E  COSCLPT STAGE AND TEAT THE DXTAILS WILL HAVE T3 B E  
DE:VELOPEID DURING PP D E S I G N .  T 'd3 O P T I O N S  ARE BZING 
CGSS I CZHED: ENDOW I N 3  A NON-GOV ERN? ZNTAL O r 7 k N I Z A T I O N  i 
0 9  A GOVZHNMENT I N S T I T U T I O N .  TqE:  M I S S I O N  BOPES TO AVOID 
GOCR HESTRICTIONS AROUT ASSISTANCG TO ?RIVATE 
OPGANIZATIONS PY PROGRAMMING QUOTE 3LD UNQUOTE LC (FRO'I  
THE FY e? ES3 VI IROGRkM) 8 0 3  T H I S  USE.  

D E C I S I O N S :  1) T E E  USE OT tiOST-COUNTRY-OWNED LC TO FIjND 
THE KIND OF FOREST SEEVICE;S  DFSCWIBED W3ULD NOT V IDLATE - 
PD-5; 2: THE MISSION # I L L  DBSCRIBE THE GNDOWMENT 
MFCI4AhISM I S  T9E; P P i  INCL'JLING O W N E R S s I P ,  MANAGEAENT, 
-4ND PHOCEDU2ZS FOB U S 9  OF T E E  PUYDS AND PERMIT A.I.D./W 
TO REVIEW THE PROCEr)lJRGS IN L I G H T  OF A . l  .D .'S EVOLVING 
PROCBEURE'S EOP. LC A N D  T R U S T  F U N D  USES;  3 )  LC FUNDS iILL 
NOT FINANC.3 QUOTE LAz' Eh'FORCI:MENT UNQUOTE SERVICES OB 
A N Y  KINU. THE$ PP SHOiJLD U S E  APPROPRIATE TERMINOLOGY TO 
!.VOID ANY MISTAKEN I M P R E S S I O N  IN T H I S  REGARD, E.G,, USE 
FCREST R A N G S R S  INSTSAD OF G U A R D S .  GC. /LAC Y I L L  R E V I E W  
T V I S  ASPBCT OF TsL PROJECT FOR A V Y  POTi3NTIP.L CONFLICT 
WITH A . 1  . D .  REGULATIONS B 4 R R I N G  SUPPORT F3R POLICE AND 
RZLATED FURPOSSS.  

(E) ISSUE: LAND A C C U I S I T I O S :  SH3ULD LC BE OSED UNDER 

THE PROJECT TO F I N A N C E  ' I H 3  A C ? U I S I T I O N  3F LAND? 

D I S C U S S I O N :  THE I S S U B  EAS T W  ASPECTS:  1' WEETAER THE 
USF OF L C  FOR TqESE PUFPOSES I S  P L R I Y I S S I 3 L 2  UN33B Pi) 5; 
AND 2 )  ZHSTiIER THE Pi lOJECT SH3ULD FINANCE PURCB!4SPS 3F 
PRIVi :TE LAS3 FOE T'IE PUBLIC IOYAIN OR FOR PRIVATZ 
CONSXRVATI Obi? 

TEE P I D  CALL: FOR APPROXIMATSLY DDOES 838,008 E2UIVALENT 
LC T3 PURCRASF LAFili TO P R O T E C r  THE INTEGRITY OF PARKS 
AND RESSRVBD FORESTS.  PROJSCT FUYDS ARE INTENDED TO BE 
A CATALYST FOR OVER 3GLS 5 l"IILLION IN F I i I V h T E  
CONTEIBUTIOt4S FOR LAND A C Q U I S I T I O N .  

D R C I S I O N S :  1) L C  FUNES MAY B i t  USED FOR T9P K I N D  3F LAN3 
PUPCgASES AS DESCRIBli3  ' I N  TEE P I 2  AS LONG AS SUCS 
PURCHASES ARE VOLUNTARY AEiD NOT C 3 E R C I V E  AND DO NOT , 

V I S L d T E  U .  S .  LEGISLATION ThAT BARS SUPPORT FOR QUOT3 
FXFFnPhI .9TI311  UNQUOT2. 2)  THE: P P  DESIGN SEOUL3 
EN'.  PASS I S S U E S  R E L A T E D  ~3 P A I R  Z R I C I N O  OF SUCH L A N D . &  
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A) ISSUF: DkFORNSTATION: DOFS TRE P I D  FOCUS OM T!G 
ISSU6S H d L A T E 3  TO DEFORESTA'I"ION, A N 3  TBE SOLUTIONS AND 
RFLATED PHIOYITIES? DOES IT LO01 AT Y.4YS TO :ST TEETH 
INTO TEh CONSPRVATIONT$T LYSISLATIUN A N D  SNFORCEMENT? 

DISCUSSION: IN PREVIOUS GUI3ANCB. A ,  I  .D./W ASKED THE 
NSSIOIJ TO FOCUS O N  TEFSE SUBJECTS,  T E E  P I D  SAYS 
DEEOhLSTATION I S  A CFITICAL P R O B L D I  BUT I T  DOES NOT 
DISCUSS THE ISSUE IN I T S  V!.RIOUS DIi'lFNSIONE--ECON3MIC, 
LEGAL, POLITICAL, INSTITUT IONAL AND SOCIAL. IT  DOES NOT 
HIGHLIGHT PRIORITIES RELATE3 TO THE DEFOP.SSTATION ISSUE 
OR PROPOSED S9LUTIONS. I T  DOES NOT DISCUSS RELATED 
LEGISLATION O R  WHY TEE LEGISLATION I S  NOT BEING 
IMPLENEUTEDiENFORCED. 

I T  WAS SUGGESTED AT TJP ISSUZS MEETING TBAT PROJECT 
IjESIGNSflS NFED TO ASX QUESUOKS LIKE THE E'OLLOWINC: 
1) UYAT GROUPS ARE LOGGING TYE F J R E S T ,  CLEARING LAND P3E 
PASTURE (LEGALLY A N D  ILLEGALLY)? 2 )  YHAT EFFOaTS HAVE 
EEEN M A D 1  TO HALT ILLEGAL LOGGING A N D  FOREST CLEARING? 
TO WHAT EFFECT? 3 )  WILL ASSIGNING MJRE GUARDS AND 
ALLCCATING RELATED BODGEI  LE EFFECTIVT? WHAT PRACTICAL 
PROFLEKS D3 FOREST RANGNFS A N D  SNFORCEMENT AGENCIES 
FP-CE? DO TEEY HAVE LEGAL AUTE13RITIES, SUPPORT OF 

COMMUNITY, POLICE A N 3  CCUHTS? 4:. WHAT IS THE LOGGING 
PERMIT SITUATION? K O V  C4h I T  ~ J Z  IPIPROVED? dHAT 
TAXES'FZES D3 LOG=SRS FAY? ARE TSEY PAYING FAIR PRICES 
FOR THE EXNFFITS TBEY EXTRACT? 5 )  WnAT DIMENSIONS OF 
TEB FGREZT CLEARIYG SITUATION ARE MOST IMPORTANT? WZAT 
ARE TnB FR!SHITY I  hTEEiVSNT IONS? 

MISSION R E P 6  ESENTATIFEZ FELT THE FUNDAMENTAL ISSUES A N D  
~EMBJI:.L APPEOACHES ? A i l  BEEN COVERED IN VARIOUS 
ENVIIiOtiMTNTAL ASSFSS'IFNTS A N D  STRATEGY STATEMENTS. 

DECISIONS: 1) SO THAT THE PP WILL STAND AS A 
SFLF-CONTAINED DOCUKESF, T 7P MISSION AGiiEED TO ATTACB AN 
ANNEX SUMMARIZING TH3 BASIC CONCPR.L( S/CONCE?TS FROM TEE 
BACKGhOUND EF"7IRGNYEYTbL STU3IES. IN THIS RESPECT, THE 
MISSION I S  G~LOUSAGED TO SUMMAPI26 THE DEFORESTATI3N 
PROBLFH IN I T S  VARIOUS DIMZNSIONS--LEGAL, JURIDICAL A N D  
POLITICAL AS hELL AS I'FCBNICAL, ECONOMIC A N D  
INSTITU'I'IOK4L. 2 )  EVLA THOUGH TBZ PROJECT SCOPE I S  
LIMlTED EY THE RSLPTIVXLY SMALL ZEOGRAPBIC AREA A N D  I T S  

\ F I L G T  NATUPJ, TR3 PP S!?OClLt IDEHrIFY PJLICY ISSUES  R RELATED TO SLOSING;P.ILTIYG I:EFORESTATIOI. IZlPLIClTXONS 
FOR THE P R O J X C T  A N D  PGSSIELE B R O I D E ~ I  P U T U R E  D I A L O G U E  O N  
THE SUBJECT OIlTSIDE THF PiiOJECT SHOUL1) BE ADDRESSED. 
THE P P  SHOULD EYPBASIZE THL POLITICAL ASPECT, 'dHAT THE 
GOCR HAS A N D  S83ULD DO A N D  43W THE PROCESS C A N  BE 
FACILIT4TED. 

( B )  INSTITUTIONAL ROL:S A N D  CAPABILITIES: W H I C H  I S  TBE 
LFADIbG ORGANiZhTION FOR TFE PROJECT? S83irL3 THE 
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PROJECT EOCUS Y G R E  ON I d E  ROLE OF GOVEHNMZNT 4N3 THE 
GOVl0I3N~ENT'S CAPABILITY TO C A R R Y  O U T  I T S  ROLE? 

DISCUSS!ON: G I V Z N  T i { E  INS'IITUTIONAL WEAKNESSES OF PRIOR 
NATURAL RESCURCKS PROJECTS, T H l  S BLEYENT OF PROJECT 
DEVELGPMPNT I S  ACKNOWLEUGE!) TO BE A DIFFICULT A N 3  
IMP3fiTAhT AHFA. T I E  OVERLAPPING FUNCTIONS OF PUBLIC A N D  
PRIVAT1,-SUEPORTED ENV IRONMENThL IN STIl'UTIONS ARE POORLY 
COORDINATBD. ANALYSIS A N D  DESCRIPTION I S  NEEDED ON THE 
APPfiOPRIATE POLE FOR GOVE!INMENT A N D  TFlE CAPABILITY OF 
GCVEhNMENT INSTITUTIONS TO CARRY OUT THEIR FUNCTIONS. 

DFCISIOti:  1) TUE PP # I L L  EXPLAIN THE ROLES AND 
CAPABILITIES OF PARTICIPATING INSTITUTIONS,  COORDINATING 
MI.CHANISMS A N D  RELATED PROJECT INTERVENTIONS i 2 )  A N Y  
SUPPORT FOR A N  N60 'UNDER HE 13 PROCEDURES, I F  FULL AND 
CPEN COYYETITION IS NOT FOLLOWED, WOULD REQUIRE SPECIPIC 
APPROVAL OF TYF R C O  I h  ACC3RDANCE WITS TBE NEY RB 13, 

OBTAIN SPECIPIC APPROVAL, I]? NEEDED, PRIOR TO 
AUTSOR170ATION. 

( C )  ISSUE: PRIVATE SECTOR INCENTIVES: IN DESIGNING 
PRIVATE SECTOR PROJECT COMPONENTS A N D  APPRAISINQ TBEIR 
FEASIPZLITY, SHOULD T h E  PP CARbFULLY CONSIDER TBE 
RELATED ECONOMIC FORCES ANU INCENTIVES? 

DISCI!SSION: T4E PP.OJF'CT INV3LVES A NUMBER OF PRIVATE 
SECTOR INTBRVENTIONS, INCLUDING THE PROMOTION O? FOREST 
PLANTATION S, ON-FARY WOOD YRODUCTION, POR!3ST ,>ROWERS 
C O O P E ~ A T I V F S  : NZW SAYNILL TZCHNIQUES A N D  OPERATIONS, 
COMPIUNITY DEVELOPPIZNl SHROIJG? CONSERVATICN, ETC. IN 
SOME INSTANCES T!?E TFICLNTIVi.S A R E  APPARENT; IN JTBER 
INSTANCES T H E Y  ARE LZSS CL6AR. 

DECISIOh:  TIIE "IISSION WILL ASSESS INCENTIVES RELATED TO 
T E E  VARIOUS PRIVATE SECTOR COMPONENTS, DRhvlING ON 
LESSONS LEARNED FROM PRIOR EXPERIESCS IN SOME CASES. 
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( D )  ISSUF:  IJSF OF D A  FUNDS F3R CREDIT: UI;IAT I S  TYE (7 
JUSTIEICATION F3R THE CREDI'I' A C T I V I T I E S  UNDER COMPONENT 

I 1 . '  

C (FOhE ST MANACE?IEXT I? 

DISCUSSION: THE EUDCET PROPOSES DOLS 700,200 OF GRANT 
DA FUNDS FOR CREDIT TC '[YE F O R I S T  IhD ' JSTRI .  T 4 M E  IS 
L I T T L E  DISCUSSION ON T F E  S P E C I F I C  PUHPOSGS, TERMS 3F T9El 
CREDIT OR INSTITUTIONAL A R ~ A N S Z I ~ E N ' I S .  

M I S S  ION REPHESENTATIVES EXPLAINED TaAT T H E  PUN3S dEhE 
INTENDED ESSENTIALLY T O  FINANCE I Y P ~ R T E D  ZQUIPMENT, 
PARTS, RAW MATERIALS AND OTFIE? ITE?lS FilR TH? TIMBEP 
INDUSTRY THAT iNCUB IE'OREIGM EXCHkNGE COSTS. A ONE-TIilE 
PROCUHEYENT W A S  SNVIS IONED . OTBXR ALTERNATIVES RbTX3R 
T H A N  INSTITUTIONALIZATION O F  A CkEDIT FUND WILL BS 
EXPLORED DURING PP D2SIGN.  

DECISIONS:  1) DOLLAR FUNDING CAN E X  USED TO FINAHCL 
A C T I V I T I E S  THAT INCUR FOREIGN EXCHANGE REQUIBEEENTS a 

USES AND TERMS OF T H I S  COMPONENT YILL BE 
ANALPZED/DESCRZBED IN TEE PP , 

(E) ISSUE:  TENlJRE SITUATION:  WHAT NEV STRATEGIES AND 
MECHANISMS ARE GOING TO 33 PUESiJED TO OVERCOYE Ti36 
TENURE CONSTRAINTS TEAT AF.E ONE OF TBE CliJSPS F3R 
CONTINUED CLEARANCE CF THE F37.EST3 

DISCUSSION: THE PID S A Y S  TaAT C3-OPS WILL HFLP YZMBERS 

SEGALIZE: THEIR LAND TENURE SITUATION.  TEE PROJECT 
BUDGET I S  PROBABLY NOT COMMENSURATE WITH TtE P!IOBLE?l 
( D O L S  98,088 IN LC FCfi SURVEYOR AN3 LSSAL FEES A33 DOLS 
5 0 , @ 0 @  IN T A ) .  

DURING THE A . 1 . D . h '  HEVIZW OF THE CONCGPTS FAPER (SAN 
JOSE 14358-87). TflE TEtiURE SITgATION d k S  BIGBLIGHT63 AS 
A N  IMPORTAST CONCERN TO BE ADDRESSED D U R I N G  PP DESIGN. 

MISSION REPRESENTATI\rES C L A R I F I E D  TYAT T I T L 3 S  WILL NOT 
BE ISSUED IN PARKS OR FORE5T REFERVE AREAS; TSAT PRIVATE 
PARTIES M A Y  BF I S S U E 3  QUOTE COt4CZSSIONS UNQUOTE Oh THESE 
LANDS. ON FO.WERLY PUBLIC DDYAIN LXKD,  LEGAL 3CC3PAhTS 
WOUL3 BE ASSISTED IN RECEIVING TITLES. 

DEC.IS1ON: TEE P P  Y I L L  EXPLORE TEE NATURE AND YXTEYT O F  
w 

THE LAN G TENURE PROBLEM, APPROPRIATE SOLUTIONS A N  3 / I  o 

RELATED PROJECT BUDSBT . 
r "  

( F )  EVALUATION A N D  REIATED O?ZRATIONAL RESEARCB: 6 IVXY 
THE COMPLEX AND EXPERI3ENTAL NAY'JRF OF TiiE PiiOJ'ECT, THE 
MISSION I S  ASKED T O  C O M I B E F  BASELINE DATA C3LLBCTION, 
OPERATIONAL RESEARCJ AN3 S T U 3 I E S  POR APFTUISING PiIOJZCT 
RESULTS. 

( C  ) INTBRMEDIARIES FOR COMMUNITY DEVELOPMENT : TEE 
MISS  ION I S  H E C U E S I B 3  TO E X P L O R 3  PRCSPEC'TS FOR USINS 
PVOS, COMMUNITY ORGAYIZAT IONS A N D / 3 R  OTPE?. 
INTERMEDIARIES FOR T S E  COMWNITY DEVELOPMENT COMPONENTS 
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O F  T E E  P R O J E C T .  

( H )  L I F E - O F - F R O J S C T :  THE PI0 PROPOSZS S Z P E N  Y5189 fiS 
TBE M I N I M U M  D U R A T I 3 N  OF TB 1' P R O J E C T .  IT i1AS SrJGGi3S'I 'ED 
AT THE ISSUES MEETlllC TBAT TC1S L O P  3 1 G H T  dE TOO Si3E'i '  
G I V E N  P R E V  I O U S  PROBLFVS I l ' l P L E H E N T I N G  WATEH HESO!JRCE ANJ 
F O R E S T R Y  P R O J E C T S .  

I 

I T  WAS D F C I D E D  T B A T  T9E PROPOSED 7 PFAR L O P  IS ALL 
1 RIGBT, BUT TRE M I S S I O N  SHOUL3 D E S I G N  T 2 E  PP VITB 

P R E - S E L E C T E 3  D E C I S I O N  P O I N T S  RZGARDIN; A P R O J E C T  
EXTEPi S I O N  OR FOLLaY -ON. 

( I )  R E L A T I O N  WITH FY 9;c WAPEflSiiEj 1 A N A 3 3 M E M T  P 3 O J E C T :  , 
THE PP d I L L  E X P L A I K  T R F  R E L A T I O N S A I P  BETdEES T R I S  
P R O J E C T  A N D  THE P R O P O S E D  WAT EESBED Y ANASEPIEYT ?SO JEGT. 

(J) C Q O R D I N A T I O N  WITH X V E R  D O h O h S :  TUE P P  SYOGLJ 
EXPLAIN BOW TYE P R O J E C T  WILL B E  C O O R D I N A T E 3  WITH 

P R O P O S E D  I D B  F*3RESTRY PRO.JECT AND A N Y  OTYEF: RSLhT3D 
P R G - T E C T S .  

(K) TRADX OFF EZTWEPK C O ! I M E H C I A L  PORLS'IRY A N D  B I C L O G J C A L  
RESERVES: T H E  PP ';,'ILL C O N S I D E R  T3ESF TRADE-OFFS AN3 T3P 
P R O J E C T  RESPONSE. 

(I) P A R T I C I P A T I O N  3P F3RZST A N D  S h i H I L L  OWNERS: TBE PP 
WILL E X F L O R E  T H E  R3L9S A N 5  I N C S N T I V E S  RELATED TO THEIR 
P A R T I C I P A T I O N  IN P R O J E C T  A C T I V I T I E S .  

( M )  S E M I - A U T O N 3 M O ' J S  Q U O T E  :03"LTi tY  INSTITUTS UNQUOTS : 
A D E C I S I O K  AEOUT A . 1  , D .  S U 3 P O R T  F3h T ? I S  HEY I N S T I f U I ' I O N  
MAY EAVE T O  A W A I T  NORE I N F C i l M k ' l I O N : 4 N A L Y S I E  OH ThE R3LE 
A N D  N A T I j R E  01 TdE INSTITUT J AS I T  P Z V Z L O P S .  

( N )  GIVES P 3 T E N T I A L  FOR S I G t J 1 . F I C ~ K T  IMPACT Oh 
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ENVI3ONi.1E;NT A N D  CONGRESS I O N A L  L , 6 3 I S L ; \ F l O N  F , = Q U I R I N G  A N  
E N V I R O N M E N T  ASSFSSYEkT ON ALL TH3PI C A L  FOREST 
D E V E L O P V E N T  PROJECT5 A N  I3E  S E O U L D  BE PREZARE3 3P 
PiISSION RE'QUFETING A POSITIVE D E T E R M I N A T I O N  A N D  A N  6A 
C O N D U C T E D .  '!!BITEHEAD 
BI' 
k7664 
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&'fION A I 3 - 2  I N F O  AMB D C M  E C O N / 5  

Z N R  UUUUU ZZX 
P 168a10Z J A N  89 

I R E C E I V E D  II 
FPI 5 2 , C S T A T E  W A S K D C  
T O  A!IE?lEASSY S A N  J O S E  P R I O R I T Y  8 
BT 
UNC.LAS S T A T E '  216050 

A 1 I ) A C  

L.0. 12356: N / A  
TAGS: 
S U H J E C T :  F O H F S T  R X S O U R C E S  F O R  A S T A B L E  E N V I R O N M E N T  
(5156243) - R 3 V I Z W  O F  F N O O V M E N T  M E C Y  \h'I SM 

TOFr: 12:59 
C N :  241249 
C 3 R G :  A I D  
D I S T :  A I D  
ATrlI : 

1. THE ENDOWMENT M E C H A N I S M  F O R  T E E  S U B J E C T  P R O J E C T  WAS 
I i B V I b W E D  ON J A N U A R Y  5, 1989. T E R R E N C E  B R O W N ,  L A C / D R y  
C i i A I d E L  THE R E V I E W .  I N  A D D I T I O N  TO L A C / D i 1  AND L A C / C E N ,  
h E F X E S 3 N T A T I V E S  FROM G C  AND P P C  W S R E  A L S O  I N V I T E 3  D U E  T O  
EATURE 0 1  T E E  I S S U b S  D I S C U S S E D  P Z L O W .  

2 .  'THE R Z V I E W  WAS H E L D  IN A C C O R D A ~ C E  W I T H  THE PI3 
C Q I D A h C E  C A B L E  ( S T A T %  217664) F O R  T 9 E  S U B J E C T  P R O J E C T  
z m ~  S T A T Z D  T H ~ T  AID/): UOULD REVIEW THE LOCAL C U R R E N C Y  
i ~ D O W ? I E ' ! U T  M L C F A K I S M  PRIOR TO P R O J E C T  A U T S O R I  Z A T I O N  . TEE. 
qLCih.:4ISM kS P R O P O S E D  BY U S A I D / C O S T A  R r C A  R A I S E D  TW3 
S I G P J I J I C A N T  P O L I C Y  I S S i J X S :  TEX USE OF U . S .  DOLLAR GRANT 
?' i ihDS T O  CRFATE AK E N D 3 V P E N T  AND T O  P U R C H A S E  C O S T A  R I C A E ;  
D L ; ~  F H O Y  V . S .  BANKS. T B E  R E V I E W  C O N C L U D E D  TEAT: A )  U S  
Z3LS 7.5 M I L L I O N  L O C A L  C U R R E N C Y  E Q U I V A L E N T  F R O M  T H B  H O S T  
C S U N T R Y  C O N T R I S U T I O N  CAN BE U S E C  TO C R E A T E  T H E  TRUST 
iUh9 SLJBJFICT T O  G U I D A N C E  B 3 L O Y ;  2 )  U S  OOLS 2 .5  M I L L I O N  
I h  5OLLAIi G R A N T  F U N D S  C A N N O T  BE U S E D  EITHLP. F O R  DEBT 

3 U Y - B k C d  CE T C  C R E A T E  THE T R U S T  F U N D ;  A t i 3 )  3) I F  U S A I D  
I S  I N V O L V Z D  I N  T H Z  E S D O W M E N F  AGRE;EV"IET E S T A B L I S B I N G  TFIE 
E'UXD, A I D / $  WOULD i lEVIE;W A N D  A P P R O V E  I T .  T E E  R A T I O N A L E  
F O h  T H E S E  D E C I S I O N S  I S  P R O V I D E D  B E L O W .  

5 ,  72% C R E A T I O N  O F  AN ENDOWMENT ' d I T H  A P P R O P R I A T E D  U . S .  
GaLLABS C U R R E N T L Y  R E Q U I H E S  S P E C I F I C  C O N G R E S S I O N A L  
A?i?dOVAL. T A E R E F O R E ,  U S A I D / C O S T A  R I C A  C A N  N O T  A U T H O R I Z E  
' l 5 i  E O L L A R  P O R T I O N  O F  TXZ ENDOWMENT Y E C I I A N I S K .  T H Z  U S E  
OF ECSY C O U N T H Y - O W N E D  L O C A L  C U R R E K C Y  T O  C R E A T E  AN 
.Th'E6'k'YXNT 1 5  PERMISSIBLE WITH THE E ' O L L O V I N G  G U I D A N C E :  
A )  l'qk M 3 S S I O K  S H O U L D  L I M I T  I T S  P R O G R A M  A C C O U N T A B I L I T Y  
T O  7Et  P A C D  OF T H X  GRANT A G B E E M E N T i  B )  I F  T H E H E  IS  b 
5 i P A h A I ' E  P C R E E M E N T  E S T A B L I S H I N G  T E E  ENDOWMZNT, U S A I D  
ShOUiD E A I X  NO S U B S T A N T I V E  R O L E  A N D ,  I F  P O S S I B L E ,  S H 3 U L D  
N C T  bE A P A R T Y  T O  T3AT A G R Z E M E N T ;  AND C )  IF  U S A I D  I S  b 
F,l!iTY T O  TYE A G R P L M E k T ,  A I D / d  S H O U L D  EEVIEW A N C  A F P X V E  
2i .L  P . C R h E M 2 Y T .  W E  ' r j I L L  FAX A C O P Y  O F  T E E  YEMORANDUYn O F  
UE.Jl!lr(STAN31NG A M O ~ ? U S A I D / i i O N D U K A S ,  T J E  GOVERNklEOJT Ul? -. - 
Lr.3 ,  3 l i L P U B L I C  O F  H O N D U R A S ,  A N D  E S L U E L A  A G R I C 3 L A  

U h C L A S S Z E  I E D  S T A T X  C16053 



. ' . . ,%N-AElFHICAN.4 AS AN SXAMPLE O F  . IN SNDOWMXNT AG1;3!F?l9iYT. 

. .. 
.' 4 .  k i ! L  USE OY 1J .S .  D O L L A R  SSAPIT F U N D S  T 3  P U R C B P . S E  C O S T S  

I i I C A t i  D B E T  Fi lQ?l  U . 2 .  S A N P S  R A I S I l S  T t lE  B R O A D E R  I S S U E  OF 
U S I N G  D I S C O U N T E L )  L D C  D E B T  FOR D E V F L O P M E N T  F I K A N C E .  ON 
G C T C i r E I i  l e ,  198E, PPC C I R C U L A T E D  I T S  G C  A P P R O V E D  D E B T  
F O E  D E V E L O P M E N T  G 3 I D A N C E  WSICH E X P L A I N S  POW 4 1 D  F U N D S  
Y A Y  B4 U S E D  T O  BTJY D G E T  T 3  BE C C N V E R T E D  T O  L O C A L  
CUi3RE;tiCY F O R  D T V E L O Y M E N T  P R O G R A M S .  A C O P Y  O F  T E E  F I N A L  
i I h A i l 1  O F  T I I I S  PGLICY S T A T & M F N T  W I C H  I S  C U R R E N T L Y  E E I M G  
3Fi ' J ISk 'ED W I L L  BE F A X E D  T O  T E E  MISSION. WHILE WE S U P P O R T  
T H E  R I S S I O N  I N  ITS 3 7 P C A T S  T O  C H Z A T I V X L Y  L E V E R A G E  
D P V S L O P M E h T  R E S O U R C F S ,  T 9 E  A P P H O A C F  A S  P R O P O S E D  I b  T?!E 
FP-XEC ANNEX L 03' T E E  FOREISTP, PP C O N T R A V E N E S  TWO P R 3 C E P T S  
OL? T E I S  P O L I C Y  S T A T F h X h T .  F I R S T ,  T H E  G U I C A N C E  S T A T E S  
T 3 A T  ONLY N O N - G O V Z d N l d ~ E N T A L  O R G A N I Z A T I O N S  ( N G O )  S U C H  AS 
P E I V A T S  V O L U N T A E Y  O R G A N I Z A T I O N S  AND C O O P E B A T I V E S  ( D E B T  
F33 D X V B L C P M E k T  " I N T F E M E D I A H Y  O F ~ G A N I Z A T I O N S )  A R E  
L L G I B L E  T O  1 M P L Z ; I E K T  l H 4  A .I  .Dm 3 E R T  F'CR D E V E L O P M E R T  
P k O G k A f i .  W H I L X  T H Y  PP ANNEX I S  U N C L E A R ,  I T  I M P L I E S  T H A T  
TEE GOCR W I L L  BE T H E  I N I T I A L  R E C I P I E N T  0 %  T H E  G R A N T  
U S I C B  NOULD T H E N  E3 G R A K T E D  T O  C C N R A .  T H E  F O R M E R  E N T I T Y  
I S  I N i L I G I S L E  A C C O E D I N G  T O  T H E  A B O V E  G U I D A N C E ,  AND T H E  
S T A T U S  O F  T H E  L A T T B 2  I S  U N C L E A R .  S E C O N D ,  E V E N  I F  !!'HZ 
R E C I F I l N T  OF TFE G 3 A N T  I S  AN N G C ,  P R I N C I P L Z S  O F  
A P P X O P E I A T I O N  L A F  I N  GC O P I N I O N  I R E Q U I R E  T H A T  I N T E R E S T  
E A R k Z D  ON A L L  L O C A L  C U R R E N C I E S  C B T A I N E D  BY 
I N T b R M E D I A R I E S  T S R O U G H  D E B T  E X C S A K G E  T R A I 4 S A C T I O N S  BEFORE 

THXI2 US3 FOR F I N A L  P R O G R A M  P U H P O S E S  SMLL BE R E M I T T E D  
TO TFiEaA$URY . T H E R X F O H E ,  h . 1 . D .  P O L I C Y  AND G C  O P I N I O N  D O  
NOT P E S M I T  T R 3  I N T X I 2 3 S T  E A R N E D  FROM TEE 
A .  I .3 , - A S S G C I A T F D  P O R T I O N  OF  T H E  ENDOWMENT T O  BE 
3 I S L . U E S E D  T O  C C N K A ,  TR1RE;B'P N F G A T I N G  THE R E A S O N  F 3 R  
C a E k T I N G  AN ENDOWMENT. P P C  A N D  G C  A R E  C O N S I D E R I N G  A 
S T R U C T U H k  I N V O L V I N G  D O L L A B - D E N O H I N A T E D  B O N D S  P A Y A B L E  I N  
LOCAL CUFiF.ENCY k T % O U T  I N T E R X S T ,  W R I C B  MAY O V E R C O M E  T H I S  
SSC0h3 O B J E C T I O ? ; .  

5. IT I S  O U 8  U N D E E S T A N D I N G  T H A T  T H E  U S  D O L S  2.5 M I L L I O b i  
W I L L  52 REALoLOCP.TED W I T H I N  T H E  P R O J E C T  B U D G E T .  TBE PP 
S B O U L D  F R O V I D E  A D F Q U A T E  J U S T I F I C A T I O N  F O R  T H I S  L E V E L  O F  
d E S O U R C E S .  I N  A D D I T I O N ,  I T  I S  O U 3  U N D E R S T A N D I N G  T H A T  
THE S H O R T F A L L  IN T H E  E N D C V M E N T  W I L L  B E  MADE UP FROM 
A D D I T I O h A L  H O S T  COUNThY-OWhXD L O C A L  CURKENCY.  THE P P  
S E O U L D  C O N T A I N  AN A N A L Y S I S  I N D I C A T I N G  THAT THE L E V E P  OF 
.?hCO#NEN'I  I N  L O C A L  C U R h E M C Y  I S  A D E Q U A T E  T O  S U S T A I N  
C C N k A .  S H U L T Z  
BT 
#(j C! 5 f! 
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TO: 

FROM: 

SUBJECT: 

AGENCIA PARA EL DESARROLLO INTERNACIONAL 
MlSlON ECONOMICA DE LOB ESTAOOO UNlDOS EN COSTA RlCA 

Apartado Postal 10053 
1000 San Jose Costa Rica 

Tel6f0n0 20-45-45 
Telex 3550 AlDCR KR . 

March 10,1989 

FORESTA PROJECT PAPER AND FILE 

Michael C. Foster, PDO 

Response to AID/W's FORESTA PID Review Cable (State 217664) of 
July 7,1988 

I. The FORESTA PB responds to each of the issues raised at the AID/W 
PID DAEC ?s foilows (item numbering below refers to the subjad cable): 

(3A)(2): The endowment mrechanism is described in detail in Annex L 
of the P.P. Briefly $90.0 million of the local currency host country counterpart will 
be assigned by the Project to the Cordillera Development Foundation (CDF). 
These funds will be sst aside in 3n interest bearing azmunt during the LOP. b!aar 
the end of the Project, tho CDF will select a fiduciary to be responsible for 
maintenance and disbursement from the endowment aftar the Project ends. To 
round off the endowment and to guarantee the long-term viability of the fund, 
USAID will propose that the Governmmt ot Japan match the Project's contributions 
with a $10 million contribution to the endowment to be handled in the same way as 
the other contributions. 1 I 

(3A)(3): PP is clear t k t  jaw enforcement activities are not being 
funded. The RIA has reviewed the6 aspects and has conclcded that no potential 
conflict with A.I.D. rs(gulations barring support for police and rdateck purposes 
exists. 

(30) This issue is related to proposed land pur.:.+mts by the r3roject. 
This activity has been droppod from the Project, therefore this issue Is no longer 
pertinent. 

2. The FORESTA PP responds to each of the issues raised at tho AIDNV 
PID issues meeting as follows (item numbering bolow refers the subject cable): 

(49) neforestation: Per the rwommsndation, the PP has a se awh 
report oa&&&pu, specificclsy dealing with the problems, impact, and ~ O C R  
po~ic~'&ncern~n~ cietomtation. 



(48) Project Administration: 

jij The PP explains the role of the participating institutions in 
Section 1V.A. and in Annex L. The Institutional Anal sis (Annex E) and its 

institutions. 
Y summary in Soction V.A. of the PP discuss the capabi itiss of the participating 

Briefly, A.I.D., the GOCR represented by MIRENEM and t!ie 
CDF will enter into a PmAg dalsgating authority to A.I.D. to grant project funds 
directly to the CDF. A.I.D. will execute a contract for the support contractor to 
assist the development and operation of the CDF. A.I.D. will also contract for a 
Pro'ect Adviser who will serve as a liaison between the Mission, the GOCR, the 
C D ~  , and the support contractor. 

(2) The NGO contract will follow full and open competition. 

(4C)Private Sector Initiatives: The private sector activities are fully 
discussed in the Institutionz! Analysis (Annex E), the Technical Analysis (Annex F), 
and in the Economic and Financial Analysis Annex H). The paper also discusses I the investment incentive program in Section I I.C.3. 

(4D)Use of DA Funds for Credit: The credit program proposed in the 
PID has been dropped from the Project. 

(4E)Tenure Situation: The land tenure problem is discussed in the 
Social Soundness Analysis (Annex G) and in the Technical Analysis (Annex F). 
Section lll.C.3. also discusses this. Briefly the F P  supports land tenure resolution 
where it affects project activities - i.e. forest enterpike development. The 
enterprise's budget includes funds to assist land owners interested in selling parts 
of their land to the enterprise to clarify their tenure. 

(4F Baseline Cata Collection: The project Monitoring and Evaluation 1 Plan (Section I .C. and Annex J) has a detailed program for collecting the data and 
analysing it for appraising project results. 

(4G) Intermediaries for Community Develo ment: The prima 
intermediary will be the nan-profit WGO CDF which wll work directly wi 
community organizations. 

P 8 
(4H)Life-of-Project: The LOP is 7 years. The second evaluation will 

determine the need to consider a project extension or follow-on. 

(41 Watorshed Management Project: The relationship between this 
project and F A RESTA will be discussed in the Watershed project. At this time it is 
not sufficiently advanced to discuss in the FORESTA PP. 

(a) Coordination with Other Donors: Section 1I.D. discusses this 
coordination. Girect rontact V~itk the ID6 is ongoing as their forestry project 
develops (it is still awaiting GOCR approval). 

(4K) Commercial Forestry y~ Biological Reserves: The Environmental 
Assessment (Section V.E. and Annex I) discuss the 



Pm'etA's h p a a  tn ttw forests and mstves. T h  destg., of the Project directly 
ad d resses both areas by establishing separate components to manage each land 
use category. 

(4L) Participation of Forest and Sawmill Owners: Section lll.C.3, an8 
Annex F deal with forast industry in the area. Section lll.C.3. also discusse8 the 
forest Industry investment incentive fund, the urpose of which is to encoura f responsible forest indrrsfq in the project area. he participatim of forest ownen !@ n 
thesa activities is also discussed I the above sections of the PP, lncludlng 

education, etc. 
1 ov, norship participation, employme 1, community extension, environmentd 

(4M Forefttry Institute: The Mission is still awaiting developments on the 
Institute. No 1 hing is currently happening in relation to the InstiMe. 

(4N) Need for an Environmental Assessment: The Assessment (Annex I 
and summarized in Section V.E. has k e n  submitted to the LAC Envimmental 
Adviser and approved in State 11. 8645. The conditions established in the cable 
have been incorporated into the PP (Section V.E.). 



PfNANClAL AND ECONOMIC ASSESSMENT 

EXECUTIVE SUMMARY 

Two sprea4oheeto, one fir~ancjal (Annex 1 ) and the other 
economic (Annex 2 ) ,  comprise the framework for assessing the 
viability of USAID/Coata Rica's FORESTA Project. Project worth 
is prcsentebd in measurer; of net preoent valt~e (NPV) and internal 
rate of return (IRR). Project disbursements occur over 7 years, 
but flows of benefits and costs are projected and compared over 
20 years. Project discount rates are 12 per cent for the 
financial analysis, and 6 per cent for the economic analysis. 

FORESTA produces four classes of measurable outputs plus 
important intangibles. The four classes of measurab2e outputs 
are: ( 1 ) recreationel, educationel, and scientific use of the 
national parks, La Selva field station, and other public and 
private sites suitable for the production and consumption of 
these services; (2) production, consumption, and sale of farm 
trees in the Project area; (3) increased economic returns from 
natural forests in the buffer zones through implementation of 
sustained yield management and improved conversion technology; 
and (4) reduced deforestation in the Project area. 

Total f inancid input to FORESTA over Years 1-20 exceeds 
US$37 mil lion, not including contingency and inflation. Most of 
this (over $29 million) will be generated by the Central 
Cordillera Trust Fund. The initial amount to capitalize the 
trust fund is approximately $8.1 million (excluding contingency 
and inflation). An amount of $7.8 million (excluding contingency 
asla inf 1 atisn) finances Project administration, start-up costs, 
infrastructure, technical assistance, other non-recurring costs, 
and recuxing costs during the first two years. 

Financial NPV of the Project is $8.8 million, while economic 
NPV is $59.9 million, in the base case of direct ouputs plus 
reduced deforestation. The IRRs are 18 and 35 per cent, 
respectively. Exclusion of indirect benefits ( i . e. omission of 
the economic value of reduced deforestation) has little effect in 
diminishing FORESTA8s viability. Sensitivity tests indicate that 
finencia1 NPV turns negative if the time horizon is shortened to 
10 years, or if visitations to the national parks and other 
wildlands are valued at 50 per cent of the base case. However, 
economic NPV remains positive for all sensitivity tests. 



in greeter depth include: ( 1 )  refining budget ~at~egories and- 
estimates; (2) tightening the links between budget estimates, 
implementation plana, and quantities of outputs; (3) reviewing 
concepts, assumptions, and estimates for quantities and values of 
visitation to the national parks and other wildlands; (4) 
initiating cost-benefit analyois of reduced deforestfition in the . 
FORESTA area, focusing primarily on water and watersheds; and (5) 
evaluating FORESTADs viability under various scenarios regarding 
debt swap, finnncial performance of the trust fund, and prospects 
for interrelated projects. 



FINANCIAL AND ECONOMIC ASSESSMENT 

1. INTRODUCTION 

Thin report examines the financial and economic viability of 
UShlD/Coota Rica'o FORESTA Project (515-0243). The peport 
follows the guidelines outlined in AID Handbook, Chapter 3. The 
terms of reference for this component of the Project Paper are 
given in USAID/Costa Rica's PIO/T, Attachment 1, "Scope of Work 
for Assistance in the Design of the Forest Resources for a Stable 
Environment Project, " Section 5.3.3. 

The Project Identification Document (PID) for FORESTA states 
that the project is to develop forestry and agroforestry as 
economically and ecologically appropriate land uses in the buffer 
zones around three national parks in the Cordillera Central, and 
tc support manaement of the parks themselves. To achieve this 
purpose, the PID proposed that the Project have three components: 
(1) protection and management of the three national parks Braulio 
Carrillo, Poas, and IrezCi; (2) protection and management of the 
buffer zones around these parks; and (3) integraticn of the 
communities of the area into these actions so that they become 
supporters (rather than the primary threat) of natural resource 
management in the Project area. The PID describes the buffer 
zone concept, FORESTA'c conformity with Costa Rica's nakional 
priorities, and the Project's relationship to USAID/Costa RicaBs 
strategy statement. 

Two spreadsheets, one financial and the other economic, 
comprise the organizing framework for this assessment. The 
spreadsheets are presented as annexes. The report includes a 
number of separate tables which are either inputs or outputs for 
the spreadsheets. The purpose of these tables is to focus the 
reader's attention on particular details that may not be as clear 
when examining the large amounts of information contained in the 
spreadsheets. 

Section 2 of this report establishes the Project context in 
terms useful for the financial and economic analyses which 
follow. It identifies the relevant time horizon for assessment 
03 Project costs and benefits; identifies a Project discount 
rate; and discusses cash flow from the proposed Project 
endowment. 



Section 3 presents the f i r ~ a n c i a l  and economic analy~ea for 
FORESTA in n~caoures of net present value (NPV) and internal rate 
of return ( IHR! . This requires identifying the different 
categories of Project benefits; estimating unit valuea (financial 
and economic) of benefits wtrich are measurable; defining and 
estimating the different categories of ProJect coots (financial 
and economic); constructing the value flows of Project inputs and . 
outputs; computing Project worth; and introducing sensitivity 
tests. Finally, Section 4 presents recommendations to improve 
estimates of Project worth, and to assist plans for Project 
monitoring and evaluation. 

2. PROJECT CONTEXT 

2 . 1  Project Time Borizoa 

Given the long-term aims of FORESTA's activities and the 
staged implementation of certain of its components, the minimum 
1 ike of Project is seven years (PID, p. 6 ) .  However, streams of 
costs and benefits continue well beyond the period of Project 
disbursements. Earnings from the Project endowment (see 2.3) 
extend into the indefinite future. Payoffs from investments in 
forest protection and improved community relations are realized 
only through decades. Moreover, timber cutting cycles in natural 
forest management are 20-40 years (Nelson 1988; Tosi 1988). 

This analysis examines financial cash flows and economic 
value flows over 20 years. Through this long time span great 
uncertainties characterize physical flows of inputs and outputs, 
their unit values, and institutional factors. Yet the production 
relationships for the outputs inherently demands the long-term 
perspective. The difficulty of estimating distant benefits and 
costs is to some extent compensated by their very small 
contributions to NPV at the relevant discount rates (see 2.2): 

Present Value of $1 in Benefits or Costs Accruing in: 

Year 10 Year 20 
Discount 
Rate : 6% .56 . 3 1  

12% .32 .10 



The discount rate to find the present value of future 
benefits find costs should reflect the time value of money in the 
Costa Rican ecorromq. The discount rate represerrts the 
opportunity cost of Project funds, which in turn expresses dsmone 
other determinants) Costa Rica's preferences for preront 
consumption versus investment to increase future consumption. 
Because FORESTA'a benefits are realized far in the future 
compared with many alternative Projects, financial and economic 
returr~s are highly sensitive to the selection of the discount 
rate (see 2.1 above). Previous studies of forestry-related 
Projects irr Costa Rica have applied discount rates of 10 per cer~t 
(Nelson 1988; Tosi 19881, 12 per cerrt (BID l987), and 15 per cent 
(Flores Rodas 1985). 

Different conceptual bases for the financial discount rate 
include: (1) lending rates by commercial bonks and by other 
financial institutions, and (2) eernirrgs on public and private 
investments comparable in scope and risk to the present Project. 
Due to monetary inflation and other features of Costa Xca's  
financial crisis of the early 1980s, credit availability in 1985 
was only 49 per cent of what it had been in 1978. According to 
the Central Bank of Costa Rica (1986-1988) and other sources 
(Cespedes et al. 1986, pp. 95-106; U. S. Embassy 1988). real rates 
of interest have been positive only since 1983. For 
nonsubsidized bank loans, real interest rates for 1983-1988 
ranged from 7-18 per cent for lending to agriculture, cattle, and 
industry. 

"Softer" lending rates to small industries and small 
agriculturalists have been about 3/5 of the rates cited above, 
i. e. 4-11 per cent in real terms. Components in the proposed BID 
forestry project (BID lQ87) are to be funded at different rates 
approxinating 3/4 the Costa Rican bank rates. The lower rates 
can be rationalized on the basis of the production of public 
goods, positive external benefits, and prospects for 
demonstration potential. The anticipated benefits of FORESTA 
include a heavy weighting towards these effects. Although the 
existence of intangible and other norr-quantifiable benefits is 
not a reason to apply a low discount rate (Gregersen and 
Contreras 1979, p. 104; Leslie 1987), the purpose of FORESTA 
suggests the appropriateness of a "conservation" discount rate. 
That is, the Project focuses on goals that many Costa Ricans 
might agree is in their collective long-term interest, even if 
individual rates of time preference (i.e. for households and 
businesses) are much higher. These ideas are reviewed and 
critiqued in Markandya and Pearce (1988, pp. 47-48). 



Proceeding from these ohervationa, the analysis assumes a 
f i r~trr~ci a 1 d I r:r:uunt. r a t e  of 12 per cer~t ar~d 6r1 economic d j scour~t 
rate of 6 per cent. The financial rate approximates the post- 
1083 private cost of capital in Costa Rice, assuming that the 
recent trajectory will be maintained without new rounds of 
massive inflation. The ecor~omic rate aosumes that GOCR is 
willing and eble to give up present consumption in exp~ct~atfon of 
meeting long-term resource mor~agement aims which normally ctmnot 
be funded with market capital. The economic rate a l ~ o  
approximates the social willingness to provide capital in GOCR's 
policy subsidizing favored borrowers, e .g .  small agricultural- 
ists, heavi ly represented among FORESTA's bcnef iciaries. 

The PID (pp. 19,22) proposes the establishment of an 
endowment (the Central Cordillera Trust Fund) to pay the 
perpetual costs of fcrsst protection, infrastructure maintenance, 
training, and other recurrent expenditures. The objective is to 
generate an annual flow of funds that will continue well beyond 
the seven years of FORESTA's life of Project. Issues are the 
size of the endowment in relation to other Project needs; Costa 
Rica's management experier~ce with endowments; the extent to which 
the endowment will include hard currency; and a number of other 
critical considerations which lie outside the present scope. 

The cash flows for this analysis assume that the endowment 
will be successfully managed to protect the principal and Cat a 
minimum) keep up with monetary inflation. In the financial and 
economic enalyses, expenditures from endowment yields enter 
Project cash flows at the time they are incurred. The principal 
is excluded from cash flows on the premise that it remains a 
capital stock (not a flow). 

3. FINANCIAL AND ECONOMIC ANALYSES 

3.1 Ca t  e ~ o r  ies of W e c t  Ben StLtiS 

The FORESTA Fro ject produces four classes of measticable 
outputs plus important intangibles (i.e. outputs impossible to 
quantify in meaningful units). The four classes of measurable 
outputs are: 



R )  incrcar;ed recretjtiorral, educal.ione1, nrld 
scientific (RES) use of the three nutionnl 
parks, La Selva field station, and other 
public lsnd private sites suitable for the 
production of RES services; 

L )  irbcreesed production, cor~oumptior~, and sale 
of trees from farms and rar~cheo in the 
P , w  ject aree ; 

C )  increased harvest volume and conversion 
efficiency of timber in the natural forests 
*,f the Project area; and 

d) reduced deforestation in the Project area. 

Table 1 shows the physical flows of these outputs, with 
assumptions and explanations presented in the remainder of this 
section. 

Production of RES services, timber, and wood products are 
direct o~tputs. They have market prices, and enter the cash flows 
for the f'inancie.1 analysis. Reduced deforestation, on the other 
hand, is an indirect ouiput because its environmental services 
cannot be bought or sold in a market. Thus reduced deforestation 
has no identifiable financial worth. Yet reduced deforestation 
has economic value, even if estimatjon sf that v a l w  presents 
difficulties (see 3.2.3). In the present framework, the 
benefits of controlled deforestation are treated as attributable 
to the FORESTA Project as a whole rather than to any of its 
c;.mponents alone. 

Intangible benei'its ent,er neither the financial nor thc 
economic accounting. FORESTA includes some intangibles that 
stand alone, and oLhers co-produced in association with the 
measurable outputs ( 3 . 1 . 5 ) .  

3.1.9 Recreational, Educational, and Scientific (RBS) 
Services 

FORESTA strengthens the protection, management, and 
infrastructure of three national parks within short and easy 
drivir~g distances of San Jos6 and other population centers of the 
Meseta Central. FORESTA enables these parks to accommodate 
increased visitation for RES purposes compared with the 
alternative uf no project. Moreover, investments to improve the 
attractiver~ess of these parks will simultaneously expand the 
demand to visit them. Hence FORESTA's national parks component 



s h o u l d  br~ rcgurdcd ou both oupply-augrncr~tirrg (incrctrr;ing 
"cnrryirlg capacity") and demand-er~trerrcir~&, 

The exiutcr~ce of FORESTA could be expected to increase the 
flow of students, researcherg, touriotg, and other vioitoro to 
misting and future private reservea in the Project area, 
Increased visits to these private sites will occur as a spillover 
from increased perks vioit.ation, increased protection of the 
buffer zones from unwanted encroachment, and increased acceptnnce 
of this kind of visitation by the c~ommunitiec most affected by 
it. . 

For the last few years, the vallume of nature-oriented visits 
managed by private tour operators has been increasing by perhaps 
20-30 per cent annually (M. Kaye, pers. com. ) .  Current 
visitation to the three national parks of Pnas, Iraz6, and 
Braulio Carrillo is probably about 200 thouiand persons annuelly 
(Araya et al. 1988, p. 58). While total vtsitatiorl to Costa 
Rican national parks has increased regularly and substantially 
since 1983, most of this growth has taken place at Manuel 
Antonio, Cahuita, and other parks. Visitation at Poas and Ira26 
appears to have remained fairly constant. 

The La Selva field station of OTS sustained 10.5 thousand 
visitor-days of use in 1987, of which 13 per cent was by Costa 
Ricans and the rest by foreigners. Visitor use at La Selva has 
grown by over 4C per cent s i m e  1985 (0. Camacho, pers. corn. ).  
Visitatior~ at Rara Avis, a young nature-oriented enterprise near 
Horquetas, has been doubling each year from a small base. For 
1989, Rara Avis tentatively projects 3 thousand visitor-days 
(A. Bien, pars. corn. ) . Other private boldings with revenue from 
recreational, educational, or scientific visits include Finca 
Bejuco and Selva Verde (Holbrook Tours). 

While many tcurists on group or individual travel to cr 
through the Project area are recorded as visitors at Poas and 
Iraz6, many others are not. For example, the substantial flow of 
tourists and day visitors on the new highway through Braulio 
Carrillo is not monitored, even though much of that use 
presumably would not occur in the absence of the park. Other 
unmonitored use occurs at Volcdn Barva, Bajo de Hondura (in 

. 
Braulio Carrillo), Volc6n Turrialba, Prussia (IrazG), and early 
in the morning at Poas (J. Barborak, pers. corn. ) . Because the 
Project area is so close to Costa Rica8s main population centers, 
it seems likely that a high percentage of RES visitors are not 
recorded in the national parks' statistics, are not clients of 
tour operators, and generally escape all statistical detection. 



F'vr ~*rcst:rrt yurpor;et;, i t  wi 1 1  be or;cumcd t trut  the Project 
fircrr r:t~rrr:trtly generetes 250 thouciund visitfor-days of RES 
st.rv; c x r :  ortrtual ly ( 40 per ssrrt foreign) . Arrrrual growth iri 
visitatiorr is assumed to be 10 per cerrt without FORESTA, and 15 
per cent w j t h  FORESTA. The margin of 5 per cent is probably 
conservative in view of the visitation impact FORESTA can have if 
it helps establish trails, trartuport,ation services, and other 
infrastructure (J. Barborak, personal communication). Growth in 
RES services levels off after 10 years, by which time visitation 
will be constrained by limits on carrying rapacity unleea much 
more is invested in physical and managerial infrastructure. The 
visitation flows which follow from these assumptions are shown in 
Table 1 ,  

3.1.2 Production and Sole of Farm Trees 

FORESTA aims to motivate farmers in the Project area to 
estrrhl ish arid manage trees, woodlots, and plantations on lands 
unsuitable for higher uses, and in association with other farm 
practices ( i . e. agroforestry) . 'his will be accomplished under 
the farm forestry component, and ir. conjurmtion with a number of 
other activities programmed therein. 

The rate at which trees will be establish:&, and the income 
effects of that establishment, are difficult to forecast .  
FORESTA would work through various kinds of agricultural 
cooperatives and community organizations. Each extension unit 
WOIJ ld combine managerial, technical, and manual labor with 
nurseries, field days, and other means of information transfer 
(G. Canet, pers. corn. ) It is assumed that FORESTA will support 
two such units in the Project area, each of which will produce 
and distribute 150 thousand seedlings annually. These will be 
fast-growing species, planted at low densities and in combination 
with other farm practices. It is assumed that full prcduction of 
300 thousand seedlings is reached in gradual steps over three 
years, beginning in Year 2 of the Project; that 150 thousand of 
these seedlings are successfully planted and properly maintained; 
and that production is 0.1 cubic meter per tree per year on a 
four-yew cutting cycle. FORESTA's direct participation in this 
activity terminates in Year 7. 

3.1.3 Sustained Yield and Sawmill Efficiency 

The Project's forest management component produces two types 
of increased outputs of timber and wood products. The first is a 
greater total cut and utilizable conversion of timber in the 
natural forests by implementing a program of sustained yield 
harvests accompanied by the introduction of higb-~~n~ersi~n 



portbble aowmills. The oecond is a credit line to improve the 
c f f  jcierjcy of a selected few existing stationary sawmi 11s. 

a) Sustained Yield: Principal issueo for the 
f inarjci a1 snd economic ar~alyg~s concern the choice of 
system for natural forest management and harvesting, 
together wit), the queo tior, of processing options (PID, 
pp. 15-18). Two preparatory studies contracted by 
USAlD/Costa Rica offer approacheo which differ 
considerably in terms of timber volume extracted per 
t~ectare, silvicultural system, product mix and 
technologies for wood processing, and a num6er of other 
details (Nelsor~ 1988; Tosi 1988). 

Nelson estimates an IRR (financial) of 25 per cent 
for a technical alternative comprising 11 high- 
conversion portable sawmills cutting 22 cubic meters 
of roundwood per hectare. A seccmd alternative, 
comprising 6 portable sawmills extracting 12 cubic 
meters per hectare, generates an XRR (financial) of 
only 3 per cent. In both alternatives, three years are 
required for Project start-up and the achievement of 
full production. 

Tosi estimates very high IRRs (72 per cent and 82 
per cent) for two alternatives covering natural forest 
harvesting and management, as well as for two 
alternatives covering forest harvesting and management 
integrated with wood processing (75 per cent and 77 per 
cent). Tosi's models omit important initial costs 
(mainly fixed costs) of Project establishment and 
administration, possible road construction, delay 
required for installation of the processing centers, 
and the possible establishment of other infrastructure. 
Moreover, the forest industries models assume 
production of 8-19 different products starting at full 
capacity in the first year of the Project. The IRRs of 
Tosi's models can be expected to fall considerably if 
cash flows are adjusted to include Project start-up 
costs, likely infrastructure costs, and a realistic 
build-up of timber harvest and processing over a period 
of years. Further, it is not certain that the wide 
variety of products proposed in Tosi's industry models 
have viable markets in Costa Rica. An early priority 
is to clarify market demar~d in relation to the actual 
mixes of timber species and sizes found on specific 
timber .tracts in the Project area. 



t t . t ~ ~ r ~ i ~ l  e lower bu:~c!:*mrks of t.echnica1 and f inenci 01 
ponr;ibi 1 itieo. The Tosi models, as precrerrtiy 
fortnulated, set upper ber~chrnarks. A1 1 models give 
acc~ptable returna, with the escept ion of Nelson's low- 
harvest alternative (12 cubic meters per hectare). 
Neither Nelson nor Tosi assumps real price increeses 
for wood products, even though that. io a likely 
prospect (BID 1987, pp. 98-99; MAG 1987, p. 53). 
Hence even the least favorable model (Nelson's low- 
harvest alternative) understates IRR when considering 
increased timber scarcity in the region and in Costa 
Rica more generally. 

The base case in the financial and economic 
analyses adopts the physical flows given by Nelson's 
Alternative I. Tosi's production possibilities are 
here regarded as upper limits to be tested for 
feasabi lity after actual timber harvesting begins, and 
after measurements of extracted and remaining volumes 
can be established. Production under Nelson's 
Alternative I io almost 7,000 cubic meters of sawnwood 
arlrlual ly (produced from 13,000 cubic meters of 
roundwood) by Year 3 of the Project. This implies a 
conversion efficiency of 54 per cent. The flow of 
timber and sawnwood at this level is a crude estimate 
of the sustained yield that can be obtained in 
perpetuity under proper forest management. 

Without FORESTA, timber cl~tting and utilization in 
the Project area will diminish as deforestation 
continues. Without FORESTA, deforestation outside of 
the national parks boundaries is assumed to occur at a 
rate of 10 per cent annually (see 3.1.4). A seco;:rl 
assumption is that commercial logging takes place on 
half of the area where forests are being felled. A 
third assumption is that utilization mirrors national 
averages in Costa Rica: 54 per cent of commercial 
volume is removed after felling; 15 per cent of this is 
lost during log production and transport; and 46 per 
cent of log volume delivered to the sawmi 11 is 
recovered as sawnwood. IN the total process, only 21 
per cent of sawlog volume becomes finished product 
(Flores Rodas 1985; Tosi 1988). 

Comparing sawnwood production without FORESTA, the 
effect of the Project during the first four years is to 
reduce output (see Table 1). However, the combination 



FORESTA attempts t o  s top  i l l ega l  land c l e a r i n g  and i l legal  
l o g g i n g  on t h e  e n t i r e  P r o j e c t  area (PID, p. 10). T h i s  g e n e r a t e s  ' 

p r o t e c t i o n  b e n e f i t s  v e r y  d i f f i c u l t  t o  q u a n t i f y  and even  more 
d i f f i c u l t  t o  va lue .  The c u r r e n t  forest cover  i n  t h e  P r o j e c t  area 
is e s t i m a t e d  t o  be abou t  20 thousand  h e c t a r e s  of  forest o u t s i d e  - 
t h e  n a t i o n a l  parks4  b o u n d m i e s ,  and 45 thousand h e c t a r e s  w i t h i n  
them. The PID (p .  21)  assumes t h a t ,  w i thou t  FORESTA, a l l  forest 
w i t h  commercial importance i n  t h e  P r ~ j e c t  a r e a  w i l l  b e  destroyed 
and conve r t ed  t o  e x t e n s i v e  p a s t u r e .  I t  is a l s o  r e a s o n a b l e  t o  
assume t h a t ,  wi thout  FORESTA., encroachment p r e s s u r e s  on t h e  

-- 10 -- 

of s u s t ~ j  T I C ~  y i e l d  p l u s  h i ~ ) ~  corivcrclion efficiency 
prodl~ceo  6 n e t  increase of 4 8  thousand c u b i c  tnetera of 
snwrtwood (Yearn 1-20)  t h n t  o t h e r w i s e  would n o t  have 
t e e n  obtair ted.  FORESTA's s h i f t i n g  of t imber  c u t t i n g  
and corlversion from p r e s e n t  towards  f u t u r e  c a l  l a  
a t t e n t i o n  t o  the impor%&nce o f  t h e  Pro, ject  d i s c o u n t  
r a t e  (see 2 . 2 ) .  

b)  Snwmill Efficiency: About h a l f  a  dozer^ s t a t i o n a r y  
oawmi 11s have been i d e n t i  f i e d  as p o s s i b l y  q u a l i f y i n g  
for p roces s ing  m o d e r n i z a t i o n  (PID, p. 15). FORESTA 
p r o v i d e s  c r e d i t  t o  e n a b l e  some of them t o  i n c r e a s e  
rour~dwood recovery  and v d u e - a d d e d ,  These berref i ts 
a c c r u e  t o  Costa Rica  as a whole,  a l though  o n l y  a s h a r e  
a c c r u e s  t o  r e a i d e n t o  i n  t h e  P r o J e c t  a r e a .  
T h e o r e t i c n l l y ,  improved sawmil 1 u t i  1 i z a t i o n  l e a d s  t o  
h i g h e r  p r i c e s  f o r  sa le= of s t a n d i n g  t imber ,  i .e .  
p r o v i d i n g  income t o  P r o j e c t  r e s i d e n t s .  I n  pr~*:t ice ,  
Costa  R i c e ' s  f  processors and t r a n s p o r t  
i n t e r m e d i e r i e o  cou ld  be e x p e c t e d  t o  c a p t u r e  most  of t h e  
economic r e n t  a r i s i n g  from improved ~ C i l i z a t i o n .  

Here i t  is assumed t h a t  FORESTA's t e c h n i c a l  
a s s i s t a n c e  and credit assist t h r e e  medium t o  large 
sawmills t o  i n c r e a s e  p r o d u c t  recovery  by 6 per c e n t  of 
roundwood i n p u t .  C u r r e n t  annual  roundwood i n p u t  for  
t h e  t h r e e  mills t o g e t h e r  is 32 thoushnd c u b i c  meters, 
implying t h a t  annual  sawrrwood produc t ion  i n c r e a s e s  by 
1 . 6  thousand c u b i c  meters. T h i s  i n c r e a s e  is a c h i e v e d  
i n  s u c c e s s i v e  i n c r e m e n t s  o v e r  Years 2-5, after which 
time p roduc t ion  is s u s t a i n e d  th rough  Year 10. 
Produc t ion  i n c r e a s e s  a t t r i b u t a b l e  t o  FORESTA t e r m i n a t e  
a f t e r  Year 10 due  t o  t echno!og ica l  obso lescence  and 
equipment d e p r e c i a t i o 2 .  

3.1.4 Reduced Deforestation 



n6t.i cwol perks wi I 1 irrcrcase a9 c u h i  ~'Ler,ce opportunit.ierr on 
I e r d s  outside parkn boundaries  become ever oc:arcer. 

Here it is assumed that FORESTAbs cumbinetisn of increased 
patrol of the national parks end forest reserves, farm forestry 
activities, and land tenure activities will collectSvely bring 
unwanted deforestation to virtually nil by Year 5. This occuro 
in successive iacrements, beginr~it~g in Year 2.  

Table 1 reports the difference in forest cover with versus 
without the FORESTA Project, based on the following assumptions: 

- Without FORESTA, it is assumed that deforestation in 
the Project a r e a  outside park boundaries occurs at a 
rate of 10.0 per cent annually. This is higher than 
the national rate of 7.3 per cent reported for year 
1983 (Sader and Joyce 1988), reflecting the particular 
social and institutional problems of maintaining 
forest cover on private lands and forest reserves in 
the Project area. 

- With respect to forest cover within the national parks, 
current deforestation is negligible. Without FORESTA, 
it is assumed that deforestation in the parks would 
occur at a rate of 3.0 per cent annually, beginning in 
Year 5, due to encroachment pressures. The premise is 
that, without FORESTA, existing protection measureo 
wi 11 be insufficient to heed off illegal occupancy and 
land clearing. However, this clearing would take place 
at a rate which is considerably less than on 
surrounding private lands and forest recerves. 

- FORESTA's influence on forest protection extends beyond 
the geographical limits of the Project area. A major 
objective is to create and implement an organization 
and strategy to more closely control forest cutting in 
all of Costa Rica (PID, pp. 14-15; PIO/T, pp. 12-13). 
To the extent that this succeeds, the figures in Table 
1 underestimate protected forest at a national level. 
This is an important positive externality, but no 
attempt is made to include it in the economic analysis. 

3.1.5 Intangible Benefits 

The communities in the Project area will receive information 
and assistance to improve their self-reliance and their 
understanding of conservation management. It is anticipated that 
many individuals will be employed in the protection and 



mnrlogernr:t!t of tile nati onof. pork9 and forest reserves. Others 
wi 1 l r t c e i  ve edt -cot  iort et~d training in improvement of I stld use, 
Ioggitig g ~ ~ i d e l  ines, f o r z s t  rnnnogemc3r1t, and forest induntriea. 
Ttte ti~nef'i to of t ~ c l  f -re] i ant% urtderstortd ing ~f cor~servatiort 
rnat~a$cmmt, and education and training are regarded (19 
intsngi bles not  amennble to measuremer~t. 

Another group of immeast~rablt? benefits t s  closely co- 
prduced with reduced deforestetion. The snalysis can attempt to 
place an economic value on reduced deforestation through 
anticipatine resulting w a i t  ive impacts on water flow, reduced 
costs of infrastructure maintenance, and the like (see 3.2.3). 
Yet t h i s  does r m t  capture truly elusive benefits related to 
maintenance of wi Id1 ife habitat., protection of biodiversity, 
contribution of forests to climate, and protection of existence 
values ( i. e. psychologicel bensf its accruing to peroono both 
inside nnd outside Costa Rica who believe that tropical forests 
should e x i s t ) .  f n  theory, exercises in contingent valuation 
(e .g . ,  questionnsires on willingness to pny or amount to be 
compensated) attempt to quantitatively assess some of these 
values. However, theory is well ahead of practice, and for 
present purposes this class of benefits will be considered 
intangible. 

3.2 Unit Va.lue-- I 

Table 2 presents the estimated financial and economic unit 
values of the Project's mea3~rable outputs. Brief explanations 
fol low: 

3.2.1 Recreational, &Icncatioaal, and Scientif'io (-1 
S e n  ices 

In the conventional travel cost framework, "Ae financial 
unit value of RES services is measured by direct expenditures per 
visitor-day. Rojas (1086) estimated expenditures of $32 per day 
for nature-oriented tourists, and $27 per day for students and 
researchers (at La Selva Biologfcaf Station]. The first 
estimate is b i a s 4  downward because it does not  account for tour . 
packages sold outside of Coota Rica, even though these packaQcs 
are used to buy goode and services in the country. Laarman and 
Perdue (1983) estimated that former OTS participants spend $48 
daily while in Costa Rica 0 t h  return trips. For foreign visitors 
to Montevtrde Reserve and Porrs National Park, Rovinoki (1988) 
estimated mean expend i bures of 681 per day. Rovinnki 's estimates 
fell to $49 per day if airfare is excluded. Prices for one-day 
nature tours conducted by private tour operators are 



Thc rncarr espettditure per visitor-day reflects the mix of 
visi tars  ( e .  g .  low-budget s t u d e r ~ t s  vo.  high-irrcorns trevelers), aa 
well as the number of Costa Ricans in relatior1 to the number of 
foreigners. It also reflects methods to account for spending 
lezkages abroad, methods to allocate airfere between Costa Rica 
and the vi~itor's home couhtry, arid e numbor of other difficult 
measurement issues. The present enalysis sssumec a financial 
unit velue of $45 per visitor-day for foreigrmrs, and 800 colones 
(about $10) per visitor-day for Costa Ricane. 

The economic unit velue exceeds the financial v * .  iue b:r the 
amorrnt of consumers' surplus, i. e. the willingness to pay for the 
visit above the price actually incurred. Estimation of 
consumers' surplus requires knowledge of the elasticity of 
demand, as could be obtained through the conatruction of travel 
cast models. Nothing like this exists for Costa Rica. Hef:: it 
is assumed that the demand for RES visit8 in Costa Rice is 
moderately elastic (i. e. responds to the expense of travel, but 
not eo a primary determinant). If the elasticity of demand is - 
1.0, then the economic conversion factor is 1.5. This results in 
economic values of $67 end $15 per visitor-day for foreigners and 
Costa Ricans, rccipeclively. Theae figures are to be regarded as 
indicative of likely magnitudes rather than as empirical 
estimates. 

3.2.2 Salw of Timber and Hood Products 

The outputs of FORESTA's components on farm forestry and 
forest management are standing timber and processed wood, mainly 
sarmwood. The financial unit values of standing timber (i. e, 
stumpage) and processed wood ere their sales prices. Prices va.ry 
with species, oizeo and other quality factors, transport 
distances, quantities sold, and other market determinants. The 
present framework simplifies by assuming regional averages, even 
though considerably wore detai 1 would be desirable. 

The price analysis by BID (1987, Annex V I - 4 )  observed 
stumpage prices of $6.00 to $8. SO per cubic meter for laurel, 
pochote, pine, and cypress. This was considerably less than the 
calculated residual value of $18 per cubic seter when subtracting 
production costs from timber sell ing price. For present purposes, 
the market price is more relevant than the calculated residual 
value. This analysis assumes that standing trees producad 
through agroforestry and other farm forestry will have an average 
mnrket stumpage price (or on-farm consumpticn value) of $5.00 per 
cukic meter. The figure reflecto the hiah proportion of farm 



t r c e o  t h o t  wi 1 1  be u s e d  f c w  fuel, posts bnd poles, and other 
r elativcly low-velue product s .  

The f inor~ciel unit va'ue of sawr~wod to be produced by the 
foreat cooperetive(s) is from Nelclon (1988), who assumed that ttle 
eotirntrtcd blend of rougt~siiwn and planed sawnwood from portable 
oawrnilla will sell at $118 per cubic meter. This compares with a 
range of $154-201 per cubic meter in the estimates by BID (1987) 
for sawr~wood from fixed installatiom. Here it ia assumed that 0 

the f inarlcial unit vblue of 3a:*rwcmd from the technically 
upgraded sawmills (i.e. using FORGSTA credit and technical 
assistance) is $220, slightly sbcrve the upper bounds of the . 
current price  range. 

The economic unit values of standing timber an4 sewnwood are 
given by the import prices (c. i. f .  ) of loge and sawnwood, 
respectively, adjuottc! For Lrans~oi+~ costs within Costa Rica. 
The objective is to estimate "3ordar prices" for FORESTADa logs 
and nawnwood regarded as import substitutes (Qregeroen and 
Contreras 1979, p. 87) .  Despite Costa Rica's increasing shortage 
of commercial timber, the country's prices for timber and n o d  
products continue to be relatively low in relation to prices of 
imports. In calculations by BID (1987, Annex V1-4) ,  economic 
values uxceeded financial values by factors of 1.46 for sawnwood 
and 2.95-3.68 for stumpage. Tbc present analysis assumes 
conversion factors of 1.5 for sawnwood and 3.3 for scumpage. 

3.2.3 Reducd Deforestation 

The economic value of reducing deforestation prs~ents severe 
challenges for both conceptualization and mcnsurement. A 
principal source of benefits in maintaining forest cover in the 
Cordillera Central is the control of water flow, both for 
cormunity use and for flood prevention and mitigation. Among the 
asset values at rLsk as forests are cleared or severely altered 
are the banana plarltttions and other agrimltural enterpriaes of 
the Atlai~tic lowlar~ds; water supplies of communities in and 
around Heredia on the south slopes of V6lcdn Barva, as well as 
acquifer recherge zone9 on Barva for water supplied to San Jcwi 
(Losilla et al. 1987); water flows from the catchments of Poas, 
Barva, 1 rasS, and Turrialba to hydroelectric plants; aquifers ! s  
the Gudcimo-Pococi protection zone; and the new highway betwem 
San 3006 and Guepileo (Route 32). The towns of Pocoro, Gudcimo, . 
GuApiles, and Puerto Viejo de Sarapiqui are particularly 
suoceptible to destructive floods (CCT 1982, p. 106). 

In Costa Rica, watershed deterioration as a result of 
deforeotation is occurring above virtually every hydroelectric 



p l  m t .  Crrc;e estjmpfett are Arerml end Cnchj. At Cachi ,  lost 
revprrue fir; R r~sult of cedimentation i s  projected to be $133 to 
$274 n ~ i  1 1  I O ~ J  (Lemhrd 1087, f*. 135 ) .  

Ar~alytical work ica needed to quar~tify a probabilistic damage 
f u n c t  j on, w i th arrd without the TORESTA Prc ject, for each of tile 
ar,riets at r i g k  because of landslides, floods, and reduced 
uuppl ics of potable water. FORESTA's contributior~ is then 
measured in term of looses avoided ( i . e .  lessened repair, 
maintxnance, and replacement). A second category of benefits is 
reduction of alternative costs (e.g. for new investments to 
supply drinking water to communities). Presently, very little is 
k m w n  about the damage functions, the inventory of asset0 
exposed to risk, or mitigative measures and costs. 

In the absence of this information, the present analyois 
makes the cimplified assumption that eech hectare not deforested 
has an economic value for watershed protection (i.e. not 
including other service end aesthetic ftmctions) of $20 per 
hectare per year. This is for illustrative purposes, and does 
not purport to be an estimate. The economics of FORESTA's 
contribution to watershed protection should be one of USAIDICosta 
Rice's highest priorities if further work is needed on Project 
viability. 

Table 3 presents FORESTA's financial budget, with value 
flows d isaggregated by Project component. The Pro Sect budget is 
tentative at the time of this analysis. Estimates are based 
largely on the PID. Timing of axyenditures takes into account an 
early version of the FORESTA implementation plan. As budget 
details become clearer, the financial and economic analyses will 
need to be re-examined. 

3.31. 1 Financial Budget 

Table 3 indicates a total financial input of $37.2 million, 
Yeare 1--20, not including contingency or inflation. Most of this 
($29 4 million) will be generated by the Central Cordillera Trust 
Fund. A substantial proportion of these earnings are realized 
after the end of FORESTA's disbursement period (i.e. during Years 
8-20). Here it is assumed that earnings from the trust fund are 
not availeble mtil Year 3. If annual financial yields on the 
Trust Fund are 20 per cent (nominal terms), then approximately 
$8.1 million (excluding contingency and inflation) will be needed 
to capitalize it. An amount of $7.8 million (excluding 
contingency and inflation) finances project administration, 



st-irrt -up c(-.tr,.;t s ,  itrf r~'cct,ruct.ure, t.~ctrr~ical a s ~ i  stance, ot.hcr non- 
r r i r  i t  utrd rceul-ring costs during Yearrr 1-2. 

3.3.2 Economic Convcrs i or, Fectors 

The social unit values of inputs to FORESTA differ from 
their f iner~ciel prices by ignoring taxes and transfer yaymer~ts, 
arid by ad justi~g for price d istortions caused by government, 
intervention. Prices of in~ports, exports, egriculturnl products, 

+ 

petroleum products, and electricity are controlled or manipulated 
by GOCR (Briceno and Wong 1087; Quiros et al. 1987). However, 
few of FORESTA's important inputd fall into these categorim. . 
The major inputs to FORESTA are foreign exchange, forested land, 
a wide variety of labor and profesuional services, and 
infrastructure arid cor~struction. 

a )  Foreign Exchonge I 

Due to policies which overvalued the colon, 
for., ign exchange carried a shadow price ranging between 
1.04-1.18 in the 1970s (Pucci 1070; Banco Central 
1980). Costa Rica'n economic collapse of the early 
1980s was accompanied by an acute shortrue of hard 
currency and a surge in the parallel market for 
dollars, although conditions during that brief period 
were abnormal. The current shadow price on dollars is 
low, as suggested by the small volume and low price of 
dollars in the p~rallel market. The margin between the 
parallel  market and the official exchange rate has 
remained narrow and fairly stable in recent years (L.D. 
Moline, pers. com. 1 .  In light of Costa Rica's 
continuing large trade deficits, this departs from 
expectations. Various explanations (none of which is 
entirely satisfactory alone) include unrecorded inflows 
of dollars f r ~ m  drug traffic, large inflows of dollars 
from foreign assistance, and continuing expansion of 
Costa Rica's foreign credits. 

The present economic analysis assigns foreign 
exchange a conversion factor of 1.1, even though the 
margin in the parallel market currently is three 

a 

colones (i.e. roughly 4 per cent, or a factor of 1.04). 
It is assumed that GOCR will continue with mini- 
devaluations and other corrective measures, but that 
dollars will become substantially scarcer in the near 
future due to strong devaluation pressures over the 
nest several years. 



Thc tttr~idow yr icc of forcatcd I w ~ d ,  such as t h ~ t  to be 
trcqr~i red by FORESTA f o r  additiorr to Costa Rice'n national 
p e r k s ,  is trot eauf ly estimated. The appropriate econom5o 
v a l ~ ~ e  is the highest discounted net ir~comc that would have! 
t ~ ~ e n  obtajtr~d f ram the I and i n  tk~e aboer~ce of the Project 
(Grzgercen and Corrtreras 1979, p. 95). Forested land 
su i t e l l  e only for forest cover, when converted for cattle 
graz ing and other unsuateinable uses, produces negative net 
ret.urr~s (Tosi 1988). Thio suggests that purchase of fragile 
lends whi 1.e still under forest cover has a negative shadow 
price, i.e. that their economic price is leas than zero, 

The actual situation is far more complex than a 
straightforward estimation of alternative returns. 
Complications arise from speculation value, initial 
cash generetion (even if net income later turns 
negative), GOCR agricultural subsidies, noneconomio 
motivetions for owning land, social costs if ourrent 
residents have to be relocated, and other institutional 
factors. Moreover, many of the properties to be 
purchased have gerruine alternative uses in perennial 
crops or cattle raising. 

Without further study, the present analysis 
appl  ies an ecorromic conversion factor of 0.5 for 
forested land to be acquired for expansion of the 
national parks. The opportunity costs of different 
forested tracts in the Project area merit considerably 
more attention than is possible within this exercise. 
One approach is to estimate land shadow prices from 
Costa RicaBs system of land capability classes (CCT 
1985) in combination with the Snventory of parcels to 
be purchased. The factor ~.ised here is little m o m  than 
an illustration until this or other empirical studies 
can be made. 

C) Labor and Professional Services 
a 

FORESTA demands a wide range of services, varying from 
special ized techr~ical assistance to manual labor. Selaries 
and wages differ from opportunity costs (in terms of 
foregone national output) if labor legislaeion obligates 
payment higher than productivity, In Costa Rica, laborv 
markets have been relatively r2en and unconstrained, despite 
the social welfare tradition of GOCR policies. Open 
unemployment does not rise above 10 per cent, and labor 
mobility is high. 



distortions in the labor market, The same conclusion 
we5 derived by Pucci ( llr79), who fourrd the orrly 
distortion to be relatively high employers'casts for 
ernployee~' oclcirrl ber~eiite ("cargao oocialeo"). 
Currently, payment of social bertefito increaseo 
employers' costs  by about 39 per cent (L.D. Molina, . 
personal commurtication). Because tams for oocial 
berref its are a transfer payment, they should be omitted 
from the economic coot of labor and serviceo. 

The present analysis assumes a conversion factor 
of 0.7 for FORESTAbo local coats of Project activities 
w t  Ich are hebvily labor-intensive or service-oriented. 
For services such as technical assistance provided by 
foreigners, the shadow price is the conversion factor 
for foreign exchange. No ad justment is made for 
Project elements which contain embodied labor, but 
which themselves are not labor (e .  g. construction). 
These are treated separately (see below). 

d) Infrastructure and Coostructim 

A conversion factor of 0 . 9  is adopted, applying 
estimates from several years ago (Banco Central 1980). 
Infrastructure and cor~struction comprise a relatively 
modest part of FORESTADs budget. A more current 
estimate is desirable but not critical. 

3.3.3 Imp1 icit Costs of Complementary Inputs 

The production of goods and services through FORESTA 
requires inputs in addition to those purchased directly with 
Project funds. The production and consumption of RES services 
depends on a large baae of public and private investment already 
in place. Sawmill improvement likewise builds on a base of 
existing investment. Production of farm trees depends on land, 
labor, and services not totally paid for by FORESTA. The 
portable sawmills to be operated by the forest coopcrativa(s) 
will likely use roads, land, timber, and labor not fully 
compensnted by the Project. In each case, Project worth is 
overestimated if allowance is not made for the implicit costs of 
these complementary inputs. Itplicfe costs, as a percentage of 
direct Project costs, are assumed as follows: 10 per cent for 
project administration, and 30 per cent for each of national 
parks, farm forestry, and forest management. 



Spreadsheets f a r  t h e  f i n a n c i d  and economic ana lyoes  
i r ~ c o r p o r e t e  t h e  preced in8  assumpt i o r ~ s  and e s t i n ~ e t e s  t o  compute 
nlchsurer; of NPV hr~d I R R .  Rerrulto a r e  p reoe r~ ted  i n  t h e  "Base 
Case" of Table 4 (and irr aypwded  r r ~ r e a d s h e e t s ) .  Tk~ree ~ r i m a r y  
C O ~ J C  I US i oris a r e :  

1 )  n e t  b e n e f i t s  a r e  s u b s t a n t i a l  f o r  both  
f i n a n c i a l  and economic a n a l y s e s ;  

2 )  n e t  berref i ts  &re c o r i s i d e r ~ l b l y  g r e a t e r  f o r  
economic than  f o r  f i n a n c i a l  a n a l y s i e ;  a r~d  

3)  inc lus ion  of i n d i r e c t  b e n e f i t s  of reduced 
d e f o r e s t a t i o n  is n o t  r e q u i r e d  f o r  P r o j e c t  
j u s t i f i c a t i o n .  

To t h e  ex ten t  t h a t  t h e  assumpt ions  and e s t i m a t e s  f o r  t h e  
"Rase Cam" a r e  v a l i d ,  FORESTA a p p e a r s  t o  be h igh ly  a t t r a c t i v e  
from f i n a n c i a l  and economic p e r s p e c t i v e s .  

The s e n s i t i v i t y  of NPV arid IRR t o  changed assumptions is 
show1 i n  Table 4 ,  In  none o f  t h e  tests does economic NPV become 
n e g a t i v e .  However, f i n a n c i a l  NPV becomes nega t ive  when 
s h o r t e n i n g  t h e  P r o j e c t  t i m e  h o r i z o n  t a  10 y e a r s  (from 20 y e a r s  i n  
t h e  b a s e  case). Firrarrcial NPV a l s o  t u r n s  nega t ive  when RES 
s e r v i c e s  a r e  valued a t  o n l y  50 per c e n t  of expend i tu res  assumed 
i n  t h e  b a s e  case  ($10 and $45 per v i s i t o r - d a y  f o r  Costa Ricans  
and f o r e i g n e r s ,  r e s p e c t i v e l y ,  i n  t h e  base c a s e ) .  F i n a l l y ,  
f i n a n c i a l  NPV is unaccep tab le  for  v a r i o u s  combinations o f  
s h o r t e n e d  time horizon p l u s  d e l a y e d  b e n a f i t s  ( T e s t  #8), shor t ened  
t i m e  ho r i zon  p l u s  i nc reased  costs ( T e s t  09), and dec reased  
o u t p u t s  from f o r e s t  management p l u s  decreased v a l u e  of RES 
s e r v i c e s  ( T e s t  $10). In  i s o l a t i o n ,  t h e  e f f e c t  of reduced o u t p u t  
i n  t h e  f o r e s t  management component ( T e s t  #6) has  l i t t l e  impact  on 
o v e r a l l  P r o j e c t  v i a b i l i t y .  

I n  view of incomplete i n f o r m a t i o n  and many u n t e s t e d  
ansumptiono, f i n a n c i a l  and economic e s t ima tes  are p re l imina ry .  
They t m t a t i v e l y  i n d i c a t e  t h a t  FORESTA has a high payoff  for 



C c ~ ~ / l . b  RJ CCI . Bec-bu!;c* n ~ r c t  Lotref i ts in the currerrt model ar i oe 
froin vi!ii?.otiorr to t h e  rraticlntrl park?; and o t h e r  wildlarlda, 
f u r t h e r  ez:p*lrcrution of Project worth otrc~uld cor~cer~trate on thot 
compor~er~t ec~ a priority, I f  ctrrcful reupprrrioel of thr~se 
herref its should ohow them to be oubst~ntial ly lower tharr 
indicated here, then Project viabi 1 ity might be questioned. 

Anrdher focal poi rrt of  currtir~ued erralysis should be Pro Sect 
time horizon, perhaps in relation to a worst-case scenario in 
which esrmings from the Project trust fund are overtaken by 
~nflation. That scenario could make it impossible to meet 
recurrent coots at the intended level on a perpetual basis. 
USAID/Costa Rice and GOCR must asoure that this cannot happen 

. 
(e.g. by holding a minimum proportion of the endowment in hard 
currency). 

With in the given framework, the economic argument in favor 
of FORESTA can be made without requiring the incluoion of 
indirect benefits from reduced deforestation. This is a great 
advantage from a decision-making viewpoint, since the nominal 
value now in the economic model ($20 per ha. per year) is purely 
illustrative. Analysis of forest protection values, especially 
regarding water flow and maintenance of soil cover, will be 
particularly critical if later estimates of RES services leed to 
downward adjustments in the Project k NNPV and IRR. In 1 ight of 
protection values and intangibles not recognized in the formal 
arralysi~, the meusures o f  Project worth contained in tt~is report 
are decidedly conservative. 

4. RECOMMENDATIONS 

4.1 Budget categories and estimates, preliminary at the 
time of this analysis, need to be refined and verified. 

4.2 Budget estimates should be tightly linked with the 
Project implementation plan, which in turn must be 
tightly linked with estimated quantities of expected 
outprrts. 

4.3 Shadow prices of Project inputs and outputs require a 
rigorous evaluation. The subjectively most important 
shadow prices are for forested land, professional 
services ( e . @ .  technical assistance, extension 
sewiceo, etc. ), visitor-days in thc nat lonal parks and 
wi ldlands, and stumpage and sawnwood. 



4 . 4  Cor~c~ptutrl or~d mea.juremerrt bases for  valuir~g visitation 
t o  the r~at ior~al  parks m d  ottrer wi ldler~do must be 
carefully critiqued, p c r h a p ~  by d i f  f e r e r ~ t  analysts 
working indepcr~der~t l~ of each other.  

4 . 5  tlSAID/Costa Rica and GOCR should i n i t i a t e  analytical 
models assessing ber~efits and costs  of reduced 
deforeutatior~ i n  the Project area, with emphasis on 
water and watersheds. The analysis w i  11 prove c r i t i ca l  
for  decisionmaking i f  Subseqt~er~t estimates reduce 
FORESTA's net benefits i n  other categories (e.g. see 
4 . 3  above). 

4 . 6  FORESTA's viabi l i ty  will be affected by possible debt 
swap t o  acquire lar~d, financial performance of the 
Central Cordillera T r u s t  Fund, and interrelationships 
with natural resources Projects being proposed or 
studied by BID. The financial and economic 
significance of these factors for  FORESTA is no t  easily 
incorporated in a spreadsheet or other model. Yet a 
number of contingencies could a l t e r  Project economics 
dramatically. This suggests a periodic reassessment of 
Project worth as the c r i t i ca l  contextual factors are 
be t te r  understood. 
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1 .  Bosc Case 
Direct Benefits 
Direct & Deforestation 

2. Time horizon in 10yrs. 
Di rect Benefits 
Direct & Deforestetion 

3 .  Bcnef i t streams 
delayed by 2 yrs. 
Direct Benefits 
Direct & Deforeotation 

4. Implicit costs 
double base case 
Direct Benef i tc 
Direct & Deforestation 

5 .  A11 costs 20% higher 
than base cese 
Direct Benefits 
Direct & Deforestation 

6. Output in forest 
management SOX 
base case 
Direct Benefits 
Direct & Deforestation 

7 .  RBS services  valued at 
SOX base case 
Direct Benefits 
Direct & Deforestation 

8. Combination 2 + 3 
Di rect Benefits 

9 Combination 2 t 4 
Direct Benefits 
Direct & Deforestation 

10.Combination 5 t 6 
Direct Benefits 
Direct & 
Deforestation 
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A N N E X  C 

HOST COUNTRY REQUEST 



Zlcd innte la presente, perm1 tame extenderle un saludo 
cordial, u la vez  que seiialar a usted la satisfacci6n de este 
MiniwLerio, nnte la culminacibn de 10s trabajos realizados por 
profes ionr t I t~s  d e  esa Misi&n ,v nue! tros, en el estudjo de 
fact i bi 1 ided dei proyecto que hemos acordado en denominar 
FOHKRTt\, t.endiente a lograr un manejo sostenible de la Cordillera 
Volt-Arr i c r r  Cvrltrtr 1 ,  unn de las Areas de mayor r iqueza ecolbgica de 
rluvst ro 1);) l s .  

proyecto, por nu concepcihn y por su forma, se 
convcrtird, en CRSO de poder concrctarse, en el modelo 
sintctizador de las politicas de este Ministerio cxpuestas en el 
Plnn dr* Trnbojo dcl Ministerio y en 10s documentoe de nuestra 
Estrntrg iu Nacisnel de Conservacih para el Desarrollo 
Sostenible. El proyccto es un ejemplo en cuanto a1 menejo de 
recursos neturnlea, modelo que eaperamos aplicar en otros 
"megaimrques" del pals. 

Es dr?seo dcl Ministerio pasar con prontihud a la etapa de 
ejcc\~ci6n, pare lo cue1 solicits la colaborecibn de la Misibn, la 
C U H ~  t ~ s t d  representa en cuanto a asistencia f inenciera y ~ ~ o y o  
tdcn i co. Quiero, iguslmente, de jar claro que la responsabilidad 
principal c n  la ejecucibn del mismo, es de este Ministerio. 

Esperundo que el trabajo comdn sea tan pratificente para 
t~mhow como hasta la fecha y guardando la pronta formalizacih del 
inicio del proyecto, le saluda, ,..<<Z, z- 

a -..* '*. , 

Atentamente, 



A N N E X  D 

PROJECT CHECKLIST 



ANNEX D 

S C ( 2 )  - PRO2ECT CHECKLIST 

t l s t o d  b e l o w  a t e  statutory c t l t e t i a  , p p i l c r b l e  
t o  p t o j e c t r .  ? h i &  s e c t i o n  i s  d i v i d e d  i n t o  two 
p a r t r .  P a r t  A i n c l u d e s  c r i t e r i a  a p p l i c a b l e  t o  
a l l  p t o j e c t r .  P a t t  0 a p p l i e 8  t o  p r o j e c t 6  funded 
f t o n  r p e c i f l c  s o u r c e s  o n l y :  B(1) a p p l i e s  t o  811 
p r o j e c t s  funded w i t h  Developnent  A t s i r t a n c e :  
B ( 2 )  a p p l  i e r  t o  p r o  J e c t r  funded w i t h  Development 
A ~ s i s t a n c e  I o r n r :  r n d  B ( 3 )  a p p l i e s  t o  p r o j e c t s  
funded from ESF.  

CR3SS R E F E R C N C E S :  IS COUNTRY CHECKLIST UP TO 
DATE? U S  S'TAK3hhD lTtH 
CHtChLl ST BEEN REV1EKSD FOR 
THIS PROJECT? 

I .  FY 19e9 A m - ~ i _ ) t i o n  i&& A c o n 9 r e ~ ~ i o n a 1  
s e e .  6H&. I f  money is r o u ~ h t  t o  m t i  t ication has been 
o b l i g a t e d  f o r  a n  a c t i v i t y  n o t  p r e v i o u s l y  issued. 
j u s t i f i e d  t o  C o n g r e s s ,  oo f t r  a n  m o u n t  
i n  e x c e s s  of r r -oun t  p r e v i o u s l y  j u s t i f i e d  
t o  C c r q t ~ s s ,  h a s  Congress  been p r o p e r l y  
n o t i f i e d ?  

2 .  A S 6 .  P t i o r  t o  a n  financial Plans are 
o b l i g r t h x i  i n  e x c e s s  of $500,000.  v i l l  included in the Project 
t h e r e  be ( 4 )  e r , $ i n e e t i n g ,  f i n a n c i a l  o r  Paper. A reasonably f if ' 
o t h e r  p l a n s  n e c a s s r r y  t o  c a t t y  o u t  t h e  estimate of costs has t 8 . t :  

a s s i s t a n c e .  and (b) 8 s e a s o n a b l y  f i rm  wde. 
e s t i m a t e  of t h e  c o s t  t o  t h e  U.S. of t h e  
r c r i s t r n c e ?  

3 .  See. 6111 r . I f  l e g i s l r t i v a  NO leyiolrtive action 
a c t i o n  I8 repu* v i t h i n  t r c l p i r n t  is required. 
c o u n t r y ,  what i s  t b e  bar is  f o e  8 
r t r r o n a b l ~  e x p e c t r t l o n  V a t  s u c h  a c t i o n  
v i l l  be completed i n  t i m e  t o  p e r m i t  
o r d e r l y  r ccompl i rhment  o t  r b t  purpose  of  
t h e  r s r l r t 8 n c e ?  



S .  M Sec ,  6 . I f  p r o j e c t  i r  c a p i t a l  N/A 
~ r r l ~ t a n c e ~ ~ ,  c o n s t r u c t  i o n ) .  rnd 
t o t a l  tJ.5. r s r i r t m c e  l o t  i t  w i l l  exceed 
$1 mil l ion .  has M i s s i o n  D i r e c t o r  
certified and R e ~ i o n r l  A s a l r t a n t  
Adn in f s t r r t o r  t a k e n  i n t o  c o n s i d o t a t i o n  
t h e  c ~ u r , t t y ' a  c a p a b i l i t y  t o  t r i n t r i n  and 
u t i l i z e  t h e  p r o j e c t  e f f e c t i v e l y ?  

6. f M M M S ~ L m .  1 s  p r o j b c t  ruScep t ib18  t o  NO 
e x e c u t i o ~ . , ~ ~  par.\ ~f xegictna.1 or - 
. 1 l ~ ~ l r ( ~ r ~ * ~ o f i . u 3 ? r 4 + * 8 0 r  e v h p ? a ;  
p r o j e c t  *not so exacutm3? ln f  o ta r r t lon  rnd 
conclus ion v h e t h e t  r s r i s t a n c e  w i l l  
encourage t e p i o n a l  deve1oprter.t progtrrcr .  

fM See, $Ol(&J,. l n f o t m a t l o n  and 
ccficlusiocs on whether  p r o j e c t s  will 
r n c o u t ~ g e  e f f o t t s  of t h e  c o u n t r y  to :  
( a )  i n c t e r s e  t h e  f l o w  of i n t e r n a t i o n a l  
t r r C e :  (b) f o r t e s  p r i v a t e  i n i t i a t i v e  and 
c o t c a t  i  t ion: ( c )  encourage  bev r lopnen t  
rr.d use of c o o p @ t a t i v e s ,  c r e d i t  un ions ,  
red s r v i n $ s  and l o a n  r t s o c i a t i o n s :  
f b )  discoutage nonopol!s t ic  p r a c t i c e s :  
( e )  ifiprove technical e f f i c i e n c y  of 
I n d u s t r y ,  r g t i c u l t u t ~  and corrtetce; and 
( f )  s t t r n g t h e n  f t e e  l rbo t  unions .  

The Project will directly 
foster private participa- 
tion in national park 
management and improve 
the technical ef f fciency 
of the local wood 
processing industry. 

8. s3c.  i91@.]* Ini!ormation m d  
conc lu r ion r  on how project w i l l  encourage 
V.S. p t i v b t e  t r a d a  r n d  l n v e r t ~ e n t  rbtoab 
and encourage pr  b a t e  U.8. p r t t i c i p a t i o a  
in f o r e i g n  r r s i # t a n c e  programs ( inc luding  
u s e  of p r i v a t e  t r a d e  c h m a e l t  and tho 
r o r v i c e r  of U.S. private e n t e r p r i s e ) .  



9 .  f A A ~ S e - c _ 6 , - 6 _ ] 2 ~ ~ ~ , ~ - 6 3 b f . h _ ~ .  Doscl ibe  r t e p s  r t o c t c o u n t r Y  c o n t r i b u t j n n s  
taken t o  J ~ S U I Q  t h a t ,  t o  the  maxlmum to t h e  P r o j e c t  w i l l  tota l  
ex ten t  p o s s i b l e ,  t h e  count ry  i r  approxjmately $13 million 
c o n t t f b u t h g  l o c a l  c u t t e r d o 6  t o  B e r t  t h e  in 
cos t  of ~ 0 r W a C t u 8 1  and o t h u  cetvlcer, 
a n d  f o r e i g n  c ~ r r m c h  owned by t h e  U.S. 
s t e  u t i l i t e b  i n  l i e u  of b o l l r t r .  

10. f - ! 4 3 e C b - 6 t L Q 1 a  Dots  t he  U.S. own 
txcecs  f o r e i g n  c u r r e n c y  of t he  c o u n t r y  
rnd, i t  80, v h r t  w t i w g e % e n t r  have been 
made f o r  i t 8  t e l e r r a ' l  

11. LY m e 9  A~P~OPCWP~S k t  s l c a *  1 f 
a s s i s t a n c e  i s  f o r  t h e  ptoduct ion of any 
connodity f c r  e x p o r t ,  i 8  t he  commodity 
l i k e l y  t o  be i n  s u r p l u s  on world m t k e t s  
r t  t h e  time t h e  r e s u l t i n g  p toduc t ive  
capac i ty  becoftes o p e r a t i v e ,  and is s u c h  
a s s i s t a n c e  l i k e l y  t.o c r u s e  r u b s t a n t i a l ,  
1 n ) u r y ' t o  U.S; ~ r o d u c e r i  of t he  same, 
r l u l a r  or. c m p e t i n ~  c o r ~ o b i t y ?  .*. . - ' *  a ). . + , ~ . ,  .. *..:.*a y. . p * ? * J f l n + , * . : . * *  )*)u'. )..';-* 

12 .  FY 1 9 ~ 9  AosJ_o9rj8tienr A c t  sot. S I ~ .  
K i l l  t h e  a s s i s t a n c e  (except  t o r  programs 
i n  Caribbean B a s i n  I n i t i a t i v e  c o u n t t i e r  
unCet U.S. T a t  i f f  Schedule  "Sec t ion  OO?,' 
which a l l o v s  reduced t a r i f f s  on a r t i c l e s  
assenbleb  ab road  f t o s  U.S.-raGe 
co tponents )  be  used d i r r c t l y  t o  p r o c u r e  
f t r r i b i l i t y  s t u e i e s ,  p t e f e a s i b i l i t y  
r t u d i e r ,  a r  p r o j e c t  p r o f i l e s  of p o t e n t i a l  
investment i n ,  o t  t o  a s s i s t  t he  
e r t a b l i 6 h s e n t  of f r c i l i r i e s  s p e c i f i c a l l y  
designed t o r ,  t h e  t r n u f a c t u t e  f o t  e x p o r t  
t o  t h e  Uni ted S t a t e s  o t  t o  t h i r d  c o u r m y  
u a t k e t s  i n  d i t c c t  compet i t ion  v i th  U.S. 
expDt t r ,  of t e % t i l e r ,  appare l ,  f o o t v e i t ,  
handbags, f l a t  ~ o o d s  ( ruch at v r l l e t r  or 
co in  p u t r e s  v o t n  o n  t h e  perron) ,  v o t k  
g loves  o r  l e a t h e r  ve rg ing  appa t e l ?  

I 
1 3 .  SJC.  1 W 4 J - i 6 1  4 flu* W i l l  t h e  

a r t i s t a n c e  ( a )  r u p p o t t  t t r i n i a g  rnb  
educa t ion  ef f o r t s  v h i c h  i m p r 0 ~ 8  t h e  . c a p a c i t y  of r e c i p i e n t  c o u n t t i e c  t o  
p teven t  l o r 8  o t  b i o l o g i c r l  d i v e t r i t y :  
(b) be  prov ided  under  8 long-term 
rgteement Sn v h i c h  t h e  r e c i p i e n t  c o u n t r y  
a g r e e s  t o  p r o t e c t  e c o s y r t e n r  of o t h e r  

Corfuwdi t y  production lot 
export  is not a direc t  
output of the Project. 

a) Yes 

b) Yes 

C )  Yes 

dl No 



8 4 .  FAA S g U 2 U d l *  I f  a S r h e t  p r o j e c t ,  hrr N/A 
r de ta rmin r t i on  bean mule . t h a t  t h e  hos t  
GtVGir tsGG;  L e i  i r r  a6c)quatc) 6yBtef i  f 0 t  
account ing f o r  a n d  cantto1 ling r e c e i p t  
and expenbl tu te  of p r o j e c t  fundr ( e i t h e o  
d o l l a r 8  or l o c a l  currency g e n e r a t e d  
there f rom)?  

'15. f l  19Q A ~ ~ r , o e r l a t A o n s  A s .  S f  
r s r i s t r n c e  i s  t o  be a i d e  t o  8 U n i t e d  H#'A 

S t a t e r  PVO (o the r  t h a n  8 c o o p e r a t i v e  
.&evelopr,ent o t g a n h t i o n ) ,  d o e s  I t  o b t a i n  . 
a t l e a s t  20 ,pe t cen t  of i ts  :oral annua l  ., 

0 

f GidI'ng-don. Crnwnrt h r l . * ~ c s l v ~ t t r r . + r e ~ :  
t o u r c e 6 o t h e t  t han  t he  U n i t e d  S t a t e r  
Cover nnent? 

17. f~ leg9 ,&pzo~r)-atiof,$ A c t  Stp. I f  N/A 
f u n d s  r r e  be ing  ob l iga ted  under an 
r p p r o y t i r t i o n  account t o  u h i c b  t h y  were 
n o t  a p p r o p t i r t e d ,  bar p r i o r  @pptovrl of 
t h e  A p p t o p r h t i o a s  Committees of  Congresa 
been ob t a i aeb?  

18. t 8  h t h 0  Not required per Handbook 

c o n t i t l ~ 8 t i o n  o t  the  d r t e  o f  6s~niag.bt ProAg is loss thrn $25 
t h e  p r o f ~ c t  rg t eemmt ,  fiactabiag the million and is covered by r 
4 a O U D t  involved,  been cab l ed  t o  6trte bi'T the penera1 bilateral 
rab  A.8.D. t t C   itb bit 60 dry# o t  thr agreement. 
r g t e e ~ ~ c a t * r  r o t r y  Lato fo tco  w i t h  t t a p e c t  
t o  t h e  United S t a t e r ,  rnb brs tbe fuP1 
t e x t  o t  t h e  agreement been pouched  t o  
t b o r e  same o f f  i c e s ?  (See #andbook 3, 
Ap end ix  6C t o r  rgreementr covered by 
t b  P r prov i s ion ) .  



8 c s i t t a n c e  i r  f o r  r o r i c u ~ t u r a l  
b@ve lqmrn t  a c t  i v i t h s  ( c p r c i f  i e a l l y ,  
r n y  t e s t i n g  o r  b reed ing  f e a s i b i l i t y  
r tudy,  v a r i e t y  ieptovement o t  
h t r o d ~ c t i o n ,  c o n t u l t a n c y ,  
p u b l i c r t i o ~ ,  con fe rence ,  or 
t t r t n t n g ) ,  a t e  such  r c t ! i v i t i e r  ( a )  
spec i f  i c r l l y  and pr i n c i p a l l y  des igned 
t o  increase  r g r  l c u l t u t r l  e x p o r t 6  by 
the  h o s t  country t o  r c o u n t r y  o t h e r  
than the  Whited S t a t e r ,  where t h e  
export vsuld l e a d  t o  d i r e c t  
coupe t i t i on  So t h a t  t h i t d  ' :owt ry  
v i t h  enpot t l  ,of r rip) ) ) t  ( ~ . ~ ~ o . d i . t y  

:gt*oi*p .:o.r,'pipd.wrt! .tn *hi&r cd. ..- 
S t a u s ,  and c a n  t h a  a c t i v l t i e r  , 
tea tonably  be expected t o  c a u s e  
s u b s t a n t i a l  f h  J u t y  t o  U.S. e x p o t t e r s  
or r r i m i l a r  rc;t i c u l t u t r l  comnodity; 
o t  (b)  i n  suppo:t of t e s e r r c h  t h a t  i u  
intended p t i a r r i : ~  t o  b e n e f i t  U.S. 
Q K O ~ U C @ ~ S ?  

b. . 1 1 3  2 
~ e s c t i b e  e x t e n t  t o  which a c t i w  

. 
v i l t  (81 e f I e c t i v e l y  i n v o l v e  t 3 e  poot 
i n  developnent by e s t e n d i n g  access t o  
econory a t  l o c a l  l e v e l ,  i n c r e a s i n g  
l abo r - in t ens ive  product  i o n  and t h e  
use of r p p t o p r i r t e  t echnology ,  
b i r p e t r i n g  investment  f rom c i t s e s  t o  
rmr l l  towns and turrl  rrerr .  rnb 
insur ing v i d e  p a r t i c i p a t i o n  o l  t h e  
poot i n  t h e  b t n e l i t r  of b e v e l o p r e a t  
on r w a t r l o e d  b r r i r ,  w i n g  
r p p t o p t i r t a  U.S. ~ n r t l t u t i o a r :  
( b )  help deve lop  c o o p e r r t l v e s ,  
e r p e c i r l l y  by t e c h n i c a l  r r a i r t r a c a ,  
t o  r r r l r t  r u t 8 1  8ad urban  ~ O O I  t o  
h e l p  t h e ~ a e ~ v e r  toward r b e t t o t  l i f e ,  
and o t h e r u l r e  encou t rge  b e m o c r r t i c  
p r iva t e  and l o c a l  government r l  

The P r o ~ e c t  w i l l  develop 
employment oportunit ies  
for  area residents uho 
are re la t ive ly  poor. I t  
will a l s o  great ly  increas 
mallfiarrretpbrticipation 
i n  for % t r y - r ~ I ~ ' t e b  
production ana income 
genetation. 



See.#.. . IlQ,,_tU&U.- Will the yes 
!rcipient cour.:ty ptovide 8s l e t r t  2% 
petcw't of the costa o l  the p t o g t m ,  
ptoject, or ac t  i v i t y  w! t h  reapect t o  
ut.Jch t h e  a s s i s t r n c a  i s  to  be 
Iutnisbd ( o t  i s  t?m I r t t e t  
cost-rhrring teg~!tearrnt  being waived 
tot 4 * t e l a t l v e l y  l e a s t  devrloped* 
country)? 

1 .  See. 1: t h e  ac t iv i ty  Y ~ B  
rttenptr t o  increase the  
iartitution81 c a p r b i l l t h r  of  private 
otg&nlrrt ion8 or t h e  government of 
t h e  country. or i f  it  rtterptr to 
rt lrulrte r c h n t i f  t c  an8 
technological reseatch ,  bar i t  beba 
design83 and will it  be ronltoteb t o  
enrute that  t h e  oltimrte 
b e ~ e f i c i a t i r r  r ro  t h e  poor 8 t )o t i ry t  



n. f 9 8 9  A ~ ~ . c o s r $ U i o n t  A c t  Sac,.-. 
A t e  any af t he  funds t o  be used l o t  
t h e  perfotnrncr of a k o t t i o n s  as r 
methob of t m f  l y  p t a n n l n ~  or  t o  
motivate or coerce any  prrlron t o  
practice r b o r t i o n r ?  

F o t r s t  f ~ t o t e c  \ ion 
k n c  i i t nvc t p n e  a-d 
inptwe f c r e s t  use a r d  
mnagcsent  ~ r c v t d c s  ). : r 
and r e s w t c e s .  Ccmur . - 
t i e s  will be educated .- 
c n v i r m r t t a l  edvcrt i o  
and i n  improved ttchnc- 
 log^ of rood process in.  

A j r  r n y  o f  t h t  ' f u n d a  t d ' b e  .used i o  

A t e  any of  t h e  f u n d s  t o  be w e d  t o  
pry  f o r  any bioardical  t e r e a r c h  uhlch  ~0 
t r l a t t s ,  i n  v h o h  ot  i n  p a t o ,  t o  
aethobr el, or the  p w f o r r a n e e  o t ,  
abot t iof i r  or  involuntary 
s t e t i l i t a t i o n  as  a  means of  toaily 
t l a n n f  ng?  

t ' X W  Aeetsethtions A c t .  88 t h e  
a s s i s t a n c e  be ing  mad* a v r i l r b l e  t o  180 
rcy o r q a n i t r t i o n  or p t o g t r r  vhlcb A & $  
been detetmlned t o  auppott  o t  
p a r t i c l p r t *  i n  the  management of o 
program of coercive bboct ion or 
i n v o l u n t r r y  6 t e t l l l s a t i o n ?  . 
I t  r s r i r t r a e e  is f t o m  t h o  popula t ion  
f u n c t i o n a l  sccount, b ta  ray  o t  t h e  
f u n d 8  t o  be r rbe  r v r f l r b t r  t o  

N/A 

vo lun tb ty  tsmily p l rna lag  p r o j e c t r  
w h k b  do n o t  o f t e t ,  e i t h e r  d i t e c t l y  
ot  ohtough r e l e t r r l  t o  or Snformrt ioa 
&bout r c c e s 6  to ,  b btord t rnge  of 
family planning method, 8ab s e r v i c e s ?  



1. tM 5te. W I r l .  nr t r  t h t  p r o j e c t  Y O S  

U t l l l t ~  t b h t e t i t l v c )  &a]e--tlon 
~ t o c e h t r  fa t  t h e  8 w s t b l n g  of 
con t t ac t c ,  r xcop t  Uher r p p l k a b l e  
procutecent ' t u l e s  8 I l o ~  o t t , e t u i r e ?  , .  . 
. 

tJ19e?_)cP~.~.?&tJ&td_o~- . A _ c ~ , *  What ~i t p t o c u t e m n t  wi 1 1 
port ion o t  t h 4  funds  w i l l 1  be ~ v e  thtough f u l l  and 
r w i t t b l t  on!' f ~ t  & c t t v i r l o t  of open c c q e t i t i e n .  
e c o n o ~ l c a l l y  at,$ r o c t a l l y  
blradvant6ged e h t e r p r l r e r ,  
h l s t o t  i c r l l y  b l ack  eol  l e g c r  and 
unlvet t f  t l e t ,  c o l l e ~ e r  m b  
u n i v e t s i t i e r  havihg 8 r t u d c n t  bo4y i n  
r h l c h  o r e  t han  40 p e r c e n t  o t  thlb 
rtrrdenth a r e  H l s p r n l c  Amer icans ,  an8 
pr i v r t o  a ~ d  v o l u ~ l t a r y  or p r n i z r t  ions 
vr.ieh a t e  c o n z t o l t e b  by L n b i v l d u s l r  
v!,o a r e  blr:)t Americans,  H i s p a n i c  
Anetjcrns,  o r  Na t ive  A h e t b c r n r ,  o r  
V:J a t e  qconomically a t  $ o c h t l y  
d f s rdv rn t rgeb  4 i n c l u d i n g  u o r e n ) ?  ,. .. . - me.'. h a * .  .. . .. 

W'A*, * 1. B; Gi?i~~?'b%$? it; ~ W W  . c o q l y  w i t h  t h e  r t , v i t a n ~ e n t r l  a) Yes 

ptoceCurts set l o r t h  I n  A.lwD. 
Regulat ion 16? Does t h e  8 s r t r t a n ; e  b) Yes 

place high p r i o r i t y  o n  c o n r e t v a t i o n  ,, and sus  ta!nrble a rn8gener . t  o f  
t r o p f c r I  f o r e s t s ?  S p e c I f I c r l l y ,  does 
t h e  r r t i s w t t e ,  t o  t h e  f u l l e s t  e r t e n t  
1 :  ( a )  s t t e s s  t h e  Lmportrncr 
of consrr*Ang and r u s t 8 i n r b l y  
ranaging t o t e s t  t e r o u t c r r :  (b) 
suppot t  r c t i v i t h s  which o f f e r  
enployaent rnb  income 8 l t e r n a t  h e r  t o  
those who o t h r t v i s e  v o u l d  o u r 8  
b e s t t u c t i o n  rnb  l o s s  of  f o r e r t r ,  an8 
he lp  c o u n t t i e #  i d e n t i t y  rod imphrrent  
r t t e r n r t t v e s  t o  colonil t i n  f o t e r t r d  f &teas:  (c )  euppo t t  t t r i n  ng 
ptoqrrmr, e d u c 8 t t ~ a r l  e f t o r t i a ,  an@ 
the  e s t&b l i ah ren l :  or @ 4 t m g t h @ n i ~ g  of 
l na t  l t u t i o n r  t o  inptovc, f w e s t  
management; (6) help e n d  U e a t t o c t i v e  
r l r rh - rnb -bu ta  rgricultute by 
~ p p o t t l n g  # sab le  an4 ptoduct~va 
frrmlng p t r c t i c o r  t ( 0 )  b e 1 0  coatarvo 
f o a e s t r  vhich hrv8 not e t  bean I degraded by he lp ing  t o  n c t e r r r  

- s - 



preducr lon  on Ianbr;  a l r e a d y  c h t e d  
b t  b t g t t d o b ;  ( i )  c c n s e r v e  f o t @ s t e 6  
uatotskebs an8  t e h a b l l i t s t e  t h o s e  
v h l c h  have been d e f o t t r t e b ;  ( 0 )  
t uppo t t  t s r l n i n $ ,  rerearch ,  rnb  o t h e r  
a c t i o n s  r h k h  l e a 6  t o  o u s t a h a b l e  rnb 
8 o t e  env l ton l l r en ta l ly  ~ o u n d  p t r c t i c e r  
l o r  t b b e t  h a r v o a t i n g ,  t e n o v a t ,  and 
p r o w s t i n g :  ( h )  r u p p o r  t r e s e a r c h  t o  
expand ~ n o v i e d g e  of t r o p i c 8 1  l o r e s t #  
and i d e n t i f y  a l t e t n a t  i v e t  v h i c h  w i l l  
prevent  t o t e s t  d e s t r u c t i o n ,  l o w ,  O t  
d e g r r d r t i o n :  ( i )  c o n s e r v e  b i o l o g i c r l  
d iver8Lty  i n  f o t e s t  a r e a 8  by 
suppor t ing  e f f o r t 8  t o  I d e n t i f y ,  
e s t r b l l t h ,  and s r l n t a i n  r 
r e p r e s e n t a t i v e  n e t u o t k  of p to tec t l rd  
t r o p l c r l  l o t e s t  e c o s y s t e r s  on 8 
v o r l d u i d e  b r r i r ,  by making t h r  
. b $ t r b l i ~ h m e n t  0 t  D ~ C  . a c t e d  a t e a s  8 

f )  Yes 

g )  Yes 

h) Yes 

t )  Yes 

)) Yes (ind~rectly) 

k) to the extent 
possible. 

c p n d i t i o n  of 8 u p p c r r  t o r  r c t l v i t l e s  
~p ti rbtl q4fq ~r . ; c jut*~  Q. b G;. 

' d r ~ r a  t on, r n b  by h e l p  PI n g ' t o  
i d e n t i f y  t r o p i c a l  f o r e s t  e c o s y r t e n r  
r n 3  r p e c i e r  I n  n e e d  of p t o t ~ c t i o n  8nC 
e s t b b l i r h  and n a f n t r l n  8 p p r o p t l e t e  
p r o t e c t e d  a t e a s :  0) r e e k  t o  
i n c r e a s e  t h e  a v a r e n e s t  o t  9 . S .  
povetnzent  a g e n c i e s  a n 3  o t h e r  donors 
of  t h e  i k m d i a t e  a n d  l o n g - t e r m  valuo  
of  t t o p i c r 1  P o t e a t a :  r n b  ( R ) / u t i l i a e  
t h e  r e s o u t c e r  4nb a b i l i t i e r  of a l l  
r e l e v a n t  U.S, g o v e t n n e n t  a g e n c i e s ?  

e  l c  I f  t h e  
tance  v i l l  s u p p o r t  a p r o g r a ~  o r  
c t  s i g n i f f c a n t l y  a f f e c t i n g  
c a t  t o t e r t r  ( L n c l u d l o g  p i o j e c t r  
ving t h o  p l a n t i n g  o l  e x o t k  
, s p e c i e s ) ,  w i l l  t h e  p t e g t r a  or 
~ c t  (a )  be bra08 upon c r a a f u l  
iris ot  t h e  r l t a r n r t i v e r  
rblr  t o  r c h i e v r  t h e  b e a t  
iIn8bl0 us4 of t b 8  l r n b ,  an$ 



n -  ( 4  Mill a s c l r t a n c e  
be Urad f o r  f a )  t h e  p f o c u t e f i o n t  o t  
u s e  ot  logging e q d p n e n t ,  u n l e s r  a n  
e n v h o n m t n t a l  acsessnen t  i n b i c r t e r  
t h a t  a11 t imbe r  h r r v e r t i n g  o p e t a t i o n r  
involved v i  l l  be conbucted i n  en 
e n v i t o n m s n t r l f y  round mlnner and t h a t  
t h e  ptoposeb a c l h i t y  w i l l  ptaduce 
p o s i t i v e  ccononlc  b e n e l i t r  bnb 
r u r t r i n r b ~ e  fo re t i t  r rnagenen t  
r y r t e r s ;  o r  ( b )  r c t i o n t  which v i l l  
r l g n l f i c a n t l y  degrade n a t i o n r l  parks  
o t  s i a i t r t  p r o t e c t e d  a t e a s  v h i t h  
c o n t a i n  t r o p i c a l  t o t e r t r ,  o t  
i n t r o d u c e  e x o t i c  p l a n t s  o r  r n i n a l r  
i n t o  ruch r t e a t ?  

0. f*MAtc-,Al&f4L)~. N i l 1  r s s i s t r c c e  
be used f o r  ( a )  a c 3 i ~ j t i e s  which 
would t e s u l t  i n  t h e  conve t s ion  o: 

r CU '~~hk!b!& 
maintenance of  t oads  

( i n c l u d i n ~  t e n p o r r t y  haul  r o a d s  t o r  
i opg ing  o t  o t h i t  e w t r r c t i v e  
I n d u s t r i e s )  which pcsr  through 
t e l r t i v e l y  unbegrade4 f o r e s t  l ands ;  
( c )  t h e  c o l o n i t a t i o n  of t o t e s t  landa: 
o r  ( 6 )  t h e  construction of d r a g  03 
o t h e r  v r t e r  c o e t r o l  s t r u c t u t e s  vb i cb  
f l o o d  r e l a t i v e l y  unbegrrded fo ter t  
l ands ,  u n l e s s  v i t h  t e r p e c t  t o  each 
such r c t i v ! t y  r n  environmental 
arsesstt .ent ir idicates  t n r t  t h e  
a c t i v i t y  w i l l  c o n t r i b u t e  
s i g n i f  i c r n t l y  and d i r e c t l y  t o  
inp rov ing  t h e  1 ivel ihood of t h e  r u r a l  
poor an4 w i l l  be conducted in an 
e n v l t o n m e n t r l l y  round manner vh l cb  
ruppor t r  W E  t s h r b l e  d t v ~ l o p m e n t ?  

p. f Y  1 9 ~ r c ? 9 _ r i & . & .  I t  
r s 6 l r t r n c c  w i l l  come from t h e  
S u b - b r h r t r n  Att tcr  PA rccount ,  i r ,  it 
(8) t o  be used t o  help t h e  poot 
8 a  jo t i ty  i e  Sub-Sahbtrn A f t l e a  
t b tougb  r p r o c e r r  ot  song-term 
deve lo  ment and ecoaomlc gcovth  t h a t  
i r  equ I t r b l e ,  p a t t i c l  r t o t y ,  P e n v l t o n m e n t r l l y  r u r t r  nrble ,  and 
t t l n t  (b) being ptovideb La 
acco td rnc8  w i t h  t h e  p o l i c i e r  
c o n t r i n e b  in rectioa 102 of  t h e  rM: 

a) NO 

b) Yes (see I n )  *mve)  

C )  No 

d) No 



( c )  b e i n g  p t o v t d o d ,  vhon c o n j c t t n t  
v i t h  t h e  ob)ec t ivcr r  of ruch  
a r t l r t a n c e ,  t h t w g h  A f r i c a n ,  U n i t e d  
S t a t e s  and o t h e r  PVOs t h a t  have 
d o a o n r t t a z e d  a t t e c t i v e n e s r  i n  t h e  
p r o n o t i e n  of focal  g r r w o 0 t 6  
a c t i v l t i e t  on behalf  of l o n g - t e r m  
development  i n  Gub-Sahdrrn A f t  i c r :  
( 6 )  b e i n g  used  t o  h e l p  overcome 
c h o r t e t - t e r m  c o n t t t a h t r  t o  l o n g - t e t a  
development ,  t o  prono:e r e t o r m  ot 
s e c t o r a l  economic p o l i c i e s ,  t o  
r u p p o t t  t h e  c r i t i c a l  r e c t o r  
p r i o r i t i e s  o t  r g r i c u l t u r a l  p r o d u c t i o n  
a n d  n a t u r a l  t t r o u t c e r ,  h e a l t h ,  
v o l u n t a r y  f a m i l y  p l a n n h g  t e r v l c e s ,  
oducat  i o n ,  and incoite g e n r t a t  i n 9  
oppot t u n i t i e s ,  t o  b r i n g  a b o u t  
a p p r o p r i a t e  s e c t o r a l  t e r t r u c t u r i n g  of 
t h e  S u b - S a h & t r n  A f t i c r n  economic r ,  t o  
s u p p o r t  t e . fo tn  i n  p u b l i c  
a d r a i n i s t r a t i o n  an8 . f i n a n c e s  r h ~  t o  

. 
e ~ t r b 1 i e h . w  f 4 m b 8  v r p t r o n m e q t  * i o r  
Ina~v~ 'du$l '$nn\ . i~ ib t \  i ~ ' ~ ~ ~ ' * ~ " ' * ' >  * * r *  * 
s e l f - s u s t a i n i n g  d e v e l o p ~ e n t ,  and  t o  
t a k e  i n t o  accoun t ,  i n  a t s i s t e b  p o l i c y  
t e f o t ~ s ,  t h e  n w 8  t o  p r o t e c t  
v u l n e r a b l e  groups:  [ e )  b e i n g  u s e d  t o  
i n c r e a s e  a g t i c u l t u t r l  p r o d u c t i o n  i n  
v r y s  t h a t  p r o t e c t  and t e s t o m  t h e  
n a t u r a l  r e s o u r c e  base,  e s p e c i a l l y  
food p r o d u c t i o n ,  t o  a a i a t a i n  a n d  
i a p r o v e  b a s i c  t r a n s p o r t a t i o n  and  
c o a n u n i c a t i o n  ne tvorks ,  t o  m a i n t a i n  
and r e s t o r e  t h e  t e n t v r b l e  n a t u r a l  
r e s o u r c e  b a s e  i n  v r y s  t h a t  i n c r e a s e  
a g r i c u l t u r a l  p roduc t i an ,  t o  improve  
h e a l t h  c o n d i t i o n s  w i t h  s p e c i a l  
e rnphrs i r  on meet ing  t h e  h e a l t h  a e e d r  
of  m o t b e r r  and c h i l d t e a ,  includin 
t h e  e c t r b l i s h a e n t  o t  r e l i - r u s t r i n  f ng 
p r i m a r y  h e c l t b  c a r 9  system8 t b r t  g i v e  
p r i o r i t y  t o  p r e v e n t i v e  c a r e ,  t o  
p r o v i d e  i n c r e a s e d  rcce68 t o  v o l u n t a r y  
f a m i l y  p l ~ n n i n g  m t v i e e s ,  t o  Imptove  
b a s i c  l i t e r a c y  and m t b e m a t i c 6  
r s p e c t r l l y  t o  t b o r e  o u t s i d r  t h e  
f o r m 1  e b u c r t i o n 8 1  ryatem rab t o  
Improve p r i m a r y  ebuca t ion ,  and  t o  
d e v e l o p  income-generat  l n g  
o p p o r t u n i t i e s  f o r  t h e  unemployeb and 
underemp3oyed L R  urban and r u r a l  
a t e r r ?  



h 4  F-Y 1989 Appt_op~t~ia t ions  Act - S e e *  SO$* YPS 

To pry  U.N. r s s e s s m e n t r ,  a r t e r t r g e s  
or  dues? 

i .  f y  t 9 e 9 - k e p t 0 p r i r t i s n s . A c t  Sec.  S O k .  
To c c t t y  ou t  pcovisionr of fM Yes 

r e c t i o n  209(Q) ( t t r n s f r t  of FM funds 
t o  m u l t i l a t e r a l  o r g r r , h r t i o n s  f o r  
l e n d i n g ) ?  

Yes 

e q u i p ~ e n t ,  f u e l ,  o t  technology? 

I t .  rY 1989 A ~ $ g o g t . i , _ t i ~ ~ ~ %  Act  SN. me Ycs 
Tat t h e  pu tpose  of aiding t h e  e f t o t t s  
of  t he  government of ruch c e u n t t y  t o  
t e p t r s s  t h e  l e g i t i m a t e  t i g h t s  o t  t he  
popula t ion  of  s u c h  count ry  contramy 
t o  t h e  U r , i v e t r r l  P e c l r t r t i o n  of Hufirn 
R i g K s ?  

I .  f Y  1 9 8 9  A&F &tion% A c t  S e e ,  $14; YCS 

S t a t e  A u ~ ~ ~ i z r t i o n  r +  S t c .  lu. To be 
ur rb  f o r  publicity or ptopagrndr  
purposes d e s i g n e d  t o  r u p p o t t  o t  
d e f e a t  l e g i s l a t i o n  pending b e f o t e  
Congtesr ,  t o  i n f l u e n c e  i a  any vr t h e  
outcome of r p o l i t i c a l  . l r c t i o a  I n  
t he  Uni ted S t a t e s ,  or f o r  any 
publ ic1  t y  or propaganda pu tpo t e s  no t  
b ~ t h o t i ~ ~ d  by CoDgt@S#? 

5 .  r r _ J ~ 9 ~ ~ a ~ n t  Act  See. Sb(. Yes 
Will any A.I.D. c o n t r a c t  8nd 
801 i c l t r t  i on ,  r n 4  r u b c o n t t r c t  e n t e r e d  
i n t o  under such  c o n t r a c t ,  i n c l u d e  r 
c l a u s e  t e ~ u l t i n g  t h a t  V.S. m r t i n r  
Lasutr3ce  c o t p r n i e a  b r v e  8 t a l c  
o p p o r t u n i t y  t o  b i d  t o r  mrmlae i n ru t ance  
when ruch In su rance  i r  n e c e s r r t y  or 
r p p t  o p t l a t r ?  





ptomote rcotlomlc a n d  polltical 
6tabilityl To the  bamimoa extent 
f o s e i b l e ,  i s  thi6 866ictan~:r con6i6tent 
v i t h  t h e  p o l i c y  bltectlont, p u t p o t o r ,  and 
ptogtams ot Part 1 of t h e  P U ?  

c .  PJ@Se&.6-0~. I f  commobitier a r e  to be W A  
granted so  that c e l e  procerdr will r c c t u e  
t o  t h e  recipient country, have Special 
Account (countetpatt) atrtngement6 been 
made? 



Thece i'cemc a t e  arranged under the g e n e r a l  
headings of ( A )  Procuremente ( 0 )  Con~truction, 
and (C) 3 t h e t  Resttlctlonr. 

1. f-M-St-c, 602[-a4. Are there atrrngeaetrta Yes 
to permit U,S, emall bucinorr to 
c,ctlcfprte equitably In the furnirhlng 
G S  colhmobitier and retvicer f~nanceb? 

2 .  EM Sac ,  M l b l .  Wil l  811 ptocurement be yes 
froa  the V . 8 .  except 88 othetwlee 
eeterrineb by the President or under 
Celsgrtlon tror hiat  

3 .  t M  SOC. 6 9 J f d ~ .  i f  tbe cooperating W A  
country diectiminrtea 4glifitt maria8 
ineutrnce comprnier ruthotired to do 
burfnesr in the U.S. ,  will conmodlths be 
insured in the United Stater rgalnrt 
m a r b e  r i ~ k  with such 8 coapany? 

4 S e ~ e  6041814' I S M  1900 SeeI N/A 
7 0 m .  I f  noa-U.S. procuterent of - 
agtScultutr1 commodity or ploduct thereot 
fs to be financed, Is there provls~oa 
againrt such procurement when the 
domestic p o k e  of such comnodity Sr lea8 
than prrir)? (txception vhercr commodity 
f inanceb could not ttrsonAbly be procured 
l a  U .S . )  

3. EM Seee r b O i f q , L .  Will consttuctlon or NO 
engineering s~rvice8 be procured f tom 
f lrmr ot rdvrnceb developing co%nttier 
vhich ate otherwire ell ible  under .Cod8 
941 and which have rttr ! 986 r conpetltive 
capability i n  international mrtketr i n  
one of these areal? (Eaceptlon (01 thoae 





1 .  t A h . S s c , - J p . l ! b L .  f f  c s p l t a j  ( p . g L b  H/ A 
~ 0 n 6 t t u c l l o h )  p t o ) e c t ,  w i l l  O . S .  
ongincetlbg and pr o t e d o n a l  C O ~ V L C ~ L  be 
u c c d l  

2 .  P-M,SP-C-,Q~?JC~, I f  C 0 h t t a ~ t 8  f O K  N/ A 
conet ruc l lon  a r c  t o  be i i h r n c e d ,  w i l l  
they Dt l e t  on a  c o m p e t i t ~ v e  b d r  t o  
anlaurn extent  p t r c t l c r b l e ?  

3 V-M--Sec. 6 2 _ 0 ! .  If f o r  c o n c t t u c t l o n  01 N/ A 
productive e n t e t p r l r e ,  v i l l  a g g r e g a t e  
va lue  of a d r t a n c e  t o  be f u t n i r h e d  by 
t h e  U.S. nor exceed $100  illi ion (except 
t o r  ptoducl lve e n t e t p t l r e r  I n  Q ~ p t  t h a ~  
were d e w i b e b  i n  t h e  CP) ,  o r  boar  
a c c i s t r n c e  Ewe t h e  e x p r e s s  r p p r o v a l  o t  
Congt east 

C. QTMEB PESTP1C?tON$ 

1. rM,Saca I231eA. I f  development l o r n  N / A  
r r p r y r b l t  in b o l l r s r ,  i r  i n t e r e e t  r a t e  a t  
h i r r  t petcent  pe t  annum d u r i n g  r g t r c e  
p e r i o d  vhicb I r  not t o  exceed ten yerrr,  
and r r  l e a s t  3 p e t c e n t  pet rnnue  
t h e r e r f  t e t ?  

2 .  IM Seca  3 Q u .  I f  f und  i s  e r t r b l ~ r h e b  
r o l e l y  by U.S. c o n t r i b u t i o n 8  r n b  
rbmlni r te reb  by r n  i n t e r n r t t o n r l  
orgrnltrtloo, doer Comptro l le r  Cene t r l  
have audit  tight.? 

3 E M  See,  62-, Do ar tasrgeoents  e z b t  Yes 
t o  i n s u t e  t h a t  United S t a t e r  f o r e i g n  a i d  
i u  not  w e b  i n  r manner vhlch ,  c o n t r a r y  
t o  t h e  beet i n t e r e r t s  o l  t h e  Uni te4  
S t a t e r .  promoter or r r r i r t r  t h e  l o t e f g n  
a i d  psoject8 or  r c t l v i t l e r  of thr 
Communist-blec c o m t r i e r ?  

\ 'r 
i 



Yes 

t. EM 'Sect 62Qls3.. ?o corpen8rte Yes 
ovnerr f o t  e x p r o p t i a t e 4  a t  
nrt ionall t a b  property, ercebt t a  
compensate f otr!gn nrtienrls i o  
accordance vith 4 l r n d  r e l o s r  p r o p t i 8  
c e t t i f  i e b  by the  President? 

8 .  fM See, i 6 Q .  To provide ttrlnhg. yes 
a b v i c r ,  o t  any fLnrncia1 rupport t o t  
police, p t i r o n r ,  or othet lsv 
8ntqtcerent loscer ,  except t o t  
n8 tco t  i c 6  p ~ o g r a m ~ ?  

f rM-$"c. 636111 .  Tor p u r c h a r ~ ,  @ a h ,  Y ~ S  
S o n $ - t e t a  lease.  exchange st  gurtrnly 
ot the 8 r l e  ot rotor v e h l c l r ~  
a r n u f r c t u t e b  out6 iUe  U.S., u n h m  r 
waiver i s  obtained? 



i .  gjl_ 1 9 e 9  R p ~ r ~ t  i r - t  ions Ac . t  Set, .$Q_h.  Yes To carry  out  provisions of fM 
s e c t i o n  209(d)  ( t t r n s f e t  of FAA f u n d s  
t o  a u l t i l r t e t a l  o r g r t , i r r t i o n s  f o r  
l e n d i n g ) ?  a 

e q u i p ~ e n t ,  f u e l .  o r  technology? 

k .  EY 1989 &ggt~t&gJ~ns Art-Sw. 5& Yes 
Tot t h e  purpose  of 8 ib ing  t h e  e f t o t t r  
o f  t he  government of 8uch c c u n t t y  t o  
t e p t e s s  t h e  S e p i t i m r t e  t i g h t s  of t h e  
p o p u l r t t o n  of such  coun t ry  c o n t t r t r  
t o  the Ur.fversr1 beclatrtion of Hunrn 
R i g h t s ?  

1. f7-19U FtpE.rctiocts hst  S t c .  516; Yes 
$ t a t @  A m f -  To be 
used t o r  p u b l i c i t y  o r  ptoprgrndr  
putposes  b e r i g n e b  t o  auppot t  o r  
d e f e a t  l e g i s l a t i o n  pending b e t o t e  
Congress, t o  Lnt luence i n  r a y  vr t h e  
outcome o t  4 p o l i t l t r l  e l e c t i o n  Io 
t h e  Un i t e4  S t a t e r .  or t o t  r n y  
p u b l i c i t y  or ~ o p r g a n d r  put pores  no t  
au tho tb2 tb  by Coagrear? 

- - -  - 

s o l i c i t i t i o n ,  and s u b c o a t t a c t  entered 
i n t o  unbet r u c b  t o a t t a c t ,  tac1uh 
clause r e q u i t i n g  t h a t  U.S. mrttna 
insurance  comprn ie r  have 8 i r k  
o p p o r t u n i t y  t o  b i b  is: rrrlne i n t u c t n c e  
vhrn such i n r u r r o c 8  i s  PW8884tY of 
r p p t o p r l r t a ?  

Yes 



a .  2 I n l o t n r t  ion and 
cct ,c lus lon oa cr tac! ty  of t h e  coun t ry  
t o  t e F 4 y  t h e  l o rn  a t  8 t m s o n r b l e  
r a t e  of i n t e r e s t .  . . .. . 

r i l l  conpete v l t h  U.8. e k t e r p r i s r r ,  
i s  t h e t a  6n a s t e e r e n t  by t h e  
t r c i ~ i e n t  count ry  t o  p r even t  export  
t o  t he  U.S. 2f r o t e  t h a n  20 pe rcen t  
oC the e n t * t p t i a e * r  a t m a 2  p roduc t ion  
dur ing  t h e  I f t o  3V t h e  l oan ,  or hrs  
t n t  t equ i remrnt  t o  mter Lntc 8uch 4n 
r g t t e a e n t  been v r ived  by the 
Pterfdar . t  becruse  of 8 n a t i o n a l  
s e c u r i t y  i n t e t e r t ?  

C .  f.M S o t l l b l .  h e r  t h e  a c t i v i t y  
g i v e  r e a s o n 8 b h  p r o t i r r  ol  r s s i r t i n g  
long-range p a n t  8nd p tog rans  
bestgned t o  deve lop  ~ C O ~ O R ~ C  
t e s o u t c e r  and I n c t e r r e  p t o b u c t i v e  
c a p r c i t i r s ?  



a .  M l Will th tc  & b s I ~ t b n c e  
y t m o t e  e~ot~ornic and polltlcrl 
rtabllity? To the a8%lmus extent 
1+6s ibIer  18 thie esst6tance sonsicttnt 
1 4 t h  t h e  po l i cy  birectlohc, putporer ,  and 
ptoqtrm6 of P d t t  1 o t  the tM? 

b. tM--$ec,; S 3 l l e l .  Will thlr arrlatance be 
uceb lot nilltrty or prrrrtlltrry 
put pocc,8? 

c. P-M-.SecdOt. IS cornmobitler rte to be 
granted ro that trle ptocerbt vlll rcctue 
to the tecip!ent country, have Gpeci8l 
Account (countetprrt) rttrngement8 been 
made? 



r . f;-S_t_c. liO,tLc,I. Ate there r t r m g e m n t 8  ten 
prrai t  U.8, small businerr t o  

t J r t  lc lprtr  e q u i t a b l y  i n  the t u r n l r h h g  
~j c o n ~ 0 6 l t i e r  an8 c w v i c e r  t lnanced?  

determined by the ~ t c r i d r o t  ot  undet 
l e l q p t i o n  fron him? 

t a t u t r d  i n  the United S t a t e 6  egainet 
u r i n e  r i s k  vith ruch r c o r ~ r n v t  

I agr lnrt  such  pmcurtment v h ~ 8  t h e  
b o a e e t k  p r i c e  of auch conmobity i r  h r a  
t h a n  par i ty?  ( e r c e p t i o a  v h w e  cormebtty 
t inanceb could  not  rearonably be ptocurob 

I l a  U.S.) I 
s. r U  Src. 6Oltal.  W i l l  e o n a t r o c t i o n  ot 

which a t e  o t h e t v $ r o  e l t  ? 941 and which hrvu rttr  bed 8 c o n p i t l t i v e  
c a p a b i l i t y  l a  i n t e r n a t i o n a l  r r t k e t r  i a  
one of t h e s e  areaa t  (Exception t o t  thoso I 



6. f ,&A$~e . -6 -0~ .  l a  €he  s h i p p i n -  e n c l u d e b  P No 
ftom compliance v i t h  t h e  toqu toment i n  
t w t l o n  $Ol(b) of t h e  Merchant Ha t ine  Act 
of ~ 9 3 6 ,  a s  &aendeQ, t h a t  a t  l s s r t  
50 pctcent  ol t h e  9 t o c r  tonnage  of 
coonod i t i t6  (conputed w p n t a t e l y  l o r  d ry  
bulk c r t r l e t c ,  d r y  c a t g o  l i n c t r ,  and 
t anker r )  f inanced  s h a l l  be t t r n r p o t t e d  on 
p r i v a t e l y  owned L S .  f l a g  ~ o r n m e t c l r l  
v e r r r l a  t o  the  e x t e n t  duch v e s s e l @  a t e  
r , r a i l ab le  a t  l a i r  rnd  s e a r o n a b l e  r a t e s ?  

7. PA? SQC. 6_l_fua. l i  t e c h n i c a l  a s r l r r a n c e  y e s  
1 s  t inanceb,  w i l l  such  r 6 e l s t r n c e  be 
f u t n i r h e b  by p t i v r t e  e n t e r p t h e  on a  
c o n t t a c t  barir  t o  t h e  f u l l e a t  e x t e n t  
p tac t  #cable?  Will t h e  I r c i l i t i e r  and 
resoutcer  o t  o t h e r  t e d e t r l  r g e n c i e r  bo 
u t i l l r e d ,  when they  r t o  p a r t l c u l a t l y  
r u i t r b l e ,  not c o m p e t i t i v e  w i t h  pr h a t e  
e n t e r p r i s e ,  and made r v r i l a b l e  wi thout  
undue Sn te t fe t ence  v i t h  doaeitt i c  p t o g t r r s ?  

0 .  L & t t ~ a t i o n @ ) - ~ ~ a n n , ~ o t t * t l ~  t 8 I ~  
fW!BW& , s t i c e @  Act. m. 11 a i r  
t r r n 6 p o r t a t l o n  of p e t r o n s  o t  p r o p ~ r t y  I8 
f lnanceb on g t r a t  ba810, v i l l  U.9. 
c a r r i e r s  be uceb t o  t h e  e x t e n t  rucb 
r e r v i c e  i c  r v r l l r b l o ?  

Yes, to  t he  extent 
it is financed w i t h  
the U.S. dollrr grant .  

9 . Y 1989 t o ~ t l a t i n r e e .  SO . t t  
f d v e r r r r n t  i e  r p a t 4  
c o n t t r c t  t o t  procurement, doer the 
con t rac t  c o n t a i n  r p r o v i r l o a  r u t h o t l a l n g  
t e t r i n a t l o n  of aocb coQtt8Ct tot  tba 
convenlencr o l  t h e  Unlted S t a t e r ?  

Yes 

10. TJ 1 9 t 9  r ~ ~ ~ r i a t ~ n r  A c t  See. W t .  11 
ass i s t ance  t o t  c o n s u l t i n g  s e t v i c e  
through procucenent cont t a c t  pu t  w a n t  t o  
3 U.S.C. 3 3 0 9 ,  a t e  c a n t t 8 c t  expenbituter  
8 r a t t e r  of publ ie  tecosd rsb r v r l l r b l e  
Sot public inspecl%on ( u n l e r #  o t h r t v i r o  
provide6 by 1 r v  o l  Execut ive o rde r )?  



2 .  YM Socc_,-&l~J_cl. I t  c o h t t r c t r  l o r  
conettuetlen rre t o  be f l n r n c c d ,  will 
they be l e t  on b c o l o p e t i t l v e  barir t o  
m a n i ~ u m  exten t  pt i c t l c r b l e ?  

3 Sec. 6aOt)rl. l f  f o r  c o n r t r u , c t i o n  of 
p r o d u c t h e  e n t e t p t  l o r ,  w i l l  r g ~ t s g a t c ,  
v r l u c  of d r s l c t a n c e  t o  be  fu tn ie l l ed  by 
the U.5. not exceed $100 r i l l i o n  (except 
f o r  product\v? e n t e r p r  i r e s  in Egypt t h a t  
were B o w l b u d  i n  t h e  C P L  or d o w  
r e r l r t i n c a  brve t h e  e x p r e r r  b p p t o v r l  of 
Cong r  e r s t  

C ,  QTHER _ P 2 T P  1CT SONS 

1. FAA S R C ~  13fLbl. I t  bevelopeent.  l o r a  
repayable i n  d o l l r t r ,  i 8  i n t e r e r t  t r t r  a t  
l a r a t  8 petcent  per annun d u t l n q  r gracr 
pet lob  which i r  not  t o  axcrea  t o n  y e r r r ,  
and a t  Ieaut  3 p e t c e n t  q e t  annun 
t h e r e a f t e r ?  

2 .  fM Sec.  uw. If fund i s  e r t a b l h h e b  
r o l e l y  by U.S. c o n t t i b u t i o n r  and 
r b m i n i ~ t e t r d  by an i n t w n a t i o n a l  
o t g a n i z a t l o ~ ,  doer  ConpUtoller General  
hrvo r u d l t  t l g h t r ?  

3 LM Sec. ml. Do a t r m g e m e n t r  er lr t  
t o  insure t h a t  Uni ted  S t a t e r  f o r e i g n  a id  
i~ not  used i n  r mannet which, c o n t c r t y  
t o  t h e  beat  i n t e r e 8 t 8  ot t h e  Uni ted  
S t a t e r ,  ptoaoles ot a s r l s t r  the f o r e i g n  
r i b  p ro jec t@ o r  a c t i v i t i e s  of t h e  
Communlt? -bloc count  r  i e r ?  

yILk 



Yes 

f-M- Sec, 6 2 O O W .  To compensate yes 
ovnetr t o t  exproprfrteb or 
nat isnal  izeb propetty, except  to  
compensate Soteign national8 i a  
accordance v i t b  r l a n d  tefotm program 
c e r t i f i e d  by thr President? 

FAA Sgc. 66Q. To ptovide t t r i n i n g ,  Yes 
advice,  ot any financial ruppott for 
p o l i c e ,  pt isonr,  or o th t t  lrv 
enforcement f 0tce8r except f ot 
narcotic@ ptograna? 

~ , S > C ,  6 3 6 m .  o t 1 yes 
long-term laare, exchange ot gurtanty 
of  the 8818 of rotor v e h k l e r  
mrnufactureb outside U.S., unlerr 8 
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This report is one in e series of ten which have bccn 
preprrrcd by a t . m m  ensiqtirtg irl the denigti of  the USAID/Coste 
Rica  Forest  Resources for Sustainable Dcvelopmnt Prodest 
(tFO)ii%TA). These arc: 

- Environmental Asses~ment 
- Forest Protaction 
- Deforestation i n  Coste R'ca 
- Project Area Pratectian Plan 
- Technicel Anel yses of: 

o Perks Manageeent Component 
o Forestry Management Component 

Farm Forestry Component - Soeial Soundness Analysis 
- Financial and Ecmaric Assessment 
- Monitoring and Evaluation Plan 



BID f t ~ t e r -  Amer ican Development Bank 

GOCR Covertmcnt of Costa Rica 

II a he-tares 

1RR internal  r a t e  of return 

NPV n e t  present  velue 

P l D  project i d e n t i f i c a t i o n  document (of UShlD) 

RES recreat ione l ,  e d u c e t i m ~ l ,  and s c i e n t i f i c  services 
(of n s t i o n e l  parks and e s s o e i a t e d  vi  ldlsnds) 

Exchang~ Rate (Aug./Sept. 1988): 77 colones 2 OS$l 
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?WEC!O 'FORESTID (515-5243! Plan de TrabaJo 

! AN01 ! AM2 ! A N 0 3  ! AM04 ! AN05 ! MDb ! 
PRODUCT0 83: Una 3 varias erpresas u o t r ~ s  organizaciones ! I ! I ! ! 
loresta!~-s que corbinan el ranejo del bosque con su ! ! I ! ! ! 
industrialization, debidarmte cmstitttidai y operando ! I I ! I I 

eficienterenle de to1 ranera que el bosqur aporta benelicios ! I ! ! ! ! 
sostenidos a la poblacion local. ! ! I ! ! ! 

! ! 
llotivar y asesoru a proprietaries y usuarios !xxxxxx ! 
foretales, y a industriales forestaies en cuanto la ! ! 
estructura, luncion, (inanciarimto y operation de una ! ! 
erpresa o otra organization forestal. ! ! 
Const~tuir la cwresa. I xxx ! 
Explorar el inter6 y la factibilidad de olras ! xxxxxxxxx! 
asociaciones de productores forestales y deterrinar so ! ! 
relaclon con la erpresa. ! ! 
Realizar un cstudio de lactibilidad de ranejo e ! xxx! 

I industriaIizacion forestal a srr llevado a cab0 pot la 
erpresa y posibles otras organizaciones relacionadas. 
Negociar las condiclones de credito y abrir una liner 
de credito accesible a la erpresa y otras 
organizaciones afines. 
Realizar estudios legales de tenencia de la tierrtr 
coto paso prevlo a la incorporacioon de bosques a 1a 
erprtu. 
Adquirir bwqur para la erprera. 
Elaborar 10s planes de ranejo. 

2. - :. 02-Feb-89 LOTUS IIIPLILN3.YKl xxxrx = actividad continua 

AH 7 !RESPDnWLE 
! 
! 
! 
! 
I 

! 
!FUWEC-6errnte Gmeral 
! 
! 
I 

!Sector ptivado 
!FUNDEC-Grrmte Gmcrrl 
! 
! 
!Eaprena forestal 
! 
! 
! M D  
! 
I 

!Eqresa forestal 
! 
! 
!Erprna forestal 
!Erpresa forestal 
! 
! 
I 

! 
I 

! 







PROVECTO 'FORESTA' (515-0243) Plan d r  TrabaJo 

! AN0 1 ! AH0 2 ! IN0 3 AN0 4 ! AN0 3 ! AN0 b ! AND 7 !RESPMSABLE 
CORPONEMTE C: INTEGRACION DE ARBOLES EN LOS SISTERAS 

......................................................... 
PRODUCT0 Cl: El reestab lec i r lento de cobertura arborea 

aptos para uso aqroplcuario. 

C1.1 R ~ o p i l a r  l a  experiencia existente m cuanto a !FUWIHC-DepLo.Oprracimn 
selection de especies, s i t i o s  y pract icas de ranejo, ! 
re le ren te  a1 area de l  proyecto. 

C1.2 Deterr inar e l  ronto de 10s incentives para 
reforestation (CAF) disponible para e l  area de l  

interesados en i n i c i a r  l a  re lores lac ion de sus 
propiedades, dando enlas is  a1 valor denostrativo. 

4 Ofrecer cursos de viveros y estab lec i r iento de pp!F:tWDEC-Dopto.Operacionn 

C1.5 Elaborar con cada p r o p r i e l a r i o  p a r t i c i p a t e  un plan dc ! 
re lorestac ion para su l inca. 

C1.6 Bdquirrr  y coleccionar l a s  s e r i l l a s  lorestales. 
C1.7 Ayudar a 10s agr icu l tores en establtcer viveros x~x!xxxxxxxxx~~x!xxxxxxxxxxxx!xxxxxxxxxxxx!xxxxxxxxx~xx!xxxxxxxxxxxx!xxxxxxxxxxxx!FUNDEC-Depto.Op~ra~ione~ 

l o r  part ic ipantes. 
CI.9 Producir plantas en 10s viveros. ! !xxxxxx !xxxxxx !xxxxxx !xxxxxx !xxxxxx !xxxxxx !FUNMC-Dopto.Oprracimes 

C1. LO Estal!ecer plantaciones. ! xxxxxx ! xxxxxx ! xxxxxx ! xxxxxx ! xxxxxx ! xxxxxx !FUNDEC-Dtplo.Operaciones 
CI.11 Uanlener y manejar l a s  plantacionw. ! ! PPPPPP !PPPPPPPPPPPP !PPPPPPPPPPPP!PPPPPPPPPPPP !PPPPPPPPPPPP !PPPPPPPPPPPP !FUWDEC-D~to*OPeraciones 
C1.12 U t i l l z a r  I a s  plantaciones exitosas para I ines  ! ! !PPPPPPPPPPPP !PPPPPPPPPPPP!PPPPPPPPPPPP!PPPPPPPPPPPP!PPPPPPPPPPPP!F~~EC-~~P~~~~P~~~~~~~ 

derost ra t ivos y educativos. 

LOTUS IHPLIU13.YKl rxxxx = act iv idad continua pppp = ac t i v id rd  i n t e r r i t m t e  





PROYECTO 'FDRESIA' (515-0243) Plan d t  l rabajo 

I 

PRODUCT0 C3: Las c ~ u n i d a d e s  con orqanizacionts de base ! 
act ivas en f ~ e n t a r  el uso aproprlado de 10s rvcursos ! 
naturales en las  m a s  que las afecta. ! 

! 
C3.1 Hater un inventar io  y una c a r w t e r i z a c i m  de I n s  grupos! 

existentes con potenc ia l  para involucrarse en re jo ra r  ! 
e l  us0 de 10s recursor naturales. ! 

C3.2 Preparar una estrategia 6e apoyo a l o r  grupos ras  ! 
proretedares. ! 

C3.3 Llevar a cabo srsiones de t rabajo con l o r  grupos mas ! 
ptoretetores con l a  f i na l i dad  de conocer a fondo sus ! 
n ~ e s r d a d e s  y capac~dades y de presentrr e l  proyetto. ! 

C5.4 LLevar r cab0 cursor, t a l l e r e s  y o t ros evmtos de ! 
capacitacion para for ta lecer  10s grupor. ! 

C3.5 Forentar e l  estab lec i r iento de vinculos y l a  ! 
colaboracion ent re  10s diversos qrupos. ! 

AN0 1 ! AN0 2 ! AND 3 ! MO 4 ! AH0 5 ! AH0 6 ! An0 7 !REWOWSABLE 
! ! I ! ! ! I 

! ! I ! ! ! ! 
I ! ! ! ! ! ! 
! ! ! ! ! ! ! 

xxxxxx! ! ! ! ! ! !fUNDEC-Dqto.Operacion~ 
! ! ! ! ! ! ! 
! ! ! I ! ! ! 

rxx ! ! ! ! ! ! !FUWDEC-Dlpto.Operacimrt 
! I ! ! ! ! ! 

!xxrxrxxxxxxx!xrxxxxxxxxx~! ! ! ! !FUMDEC-Deplo. Opurar iones 
! I ! ! I ! ! 

! ! ! ! ! ! ! 
!PPPPPPPPPPPP!PPPPPPPPPPPP !PPPPPPPPPPPP!PPPPPPPPPPPP!PPPPPPPPPPPP!PPPPPPPPPPPB!FUWDEC-Q~~~~OP~~~~~ 
! ! ! ! ! ! ! 
! !xxxxxxxxxxxx ! ~ x x x x x x x x x x x ! x ~ x x x x x x x a x x ! x x r x x x x x x x ~ x ! x x x x x x x x x x x x ! f U N U E C - D ~ t o . O p e r a ~ ~ m n  

! ! ! ! ! ! I 



A N N E X  L 

DESCRIPTION OF THE ADMINISTRATIVE STRUCTURE 

AND THE ENDOWMENT 



ANNEX L 

I * DESCRIPTION OF THE ADMINISTRATIVE STRUCTURE AND THE ENDOWMENT 

1. BACKGROUND 

The proposed design of an organizational scheme for the FORESTA Project 
makes maximum use of private entities. The purpose of this document is to 
describe the nature, function and financin of the organization that will execute the 
FORESTA project and carry on after the % roject's termination. This design is the 
result of several months of close collaborat~on between MIRENEM and USAID, 
assisted by several outside consultants. 

2. THE FOUNDATION FOR THE DEVELOPMENT OF THE CENTRAL 
VOLCANIC CORDILLERA (CDF) 



3. FUNCTION OF THE FOUNDATION 

The general objective of the Foundation is to assist the MIRENEM, DGF, 
SPN and other institutions in the management of the natural resources of the Central 
Cordillera and its buffer zones (see Fig. 1 of the PP). Specifically its functions are: 

3.1 Plan overall land use in its geo raphic area of respcnsibility, with 1 . 
special consideration of sustainable uses whic are compatible with the protected 
areas. 

3.2 Protect and manage the natural protected areas of the Central . 
Cordit lera. 

3.3 Promote sustainable forest management in the buffer zones around 
these protected areas, integrated with efficient industrial processing of wood. 

3.4 Control deforestation and promote reforestation. 

3.5 Carry out programs of extension, environmental education and training. 

3.6 Carry out adminstrative tasks necessary for management of the natural 
resources, such as contracting of permanent and temporary personnel, procurement 
of equipment, supplies and land, contracting the construction of infrastructure, 
purchase of goods and services, and allocation of concessions. 

3.7 Contract national and international consultants. 

3.8 Contract applied scientific research needed to improvs natural resource 
management. 

3.9 Promote scientific and nature tourism. 

It should be noted that the mandate of the CDF goes beyond the FORESTA 
Pro'ect in duration, in geographical coveraga and in function. Specifically, the 
FO k ESTA Project will last seven ears while the CDF is a permanent institution. 
The Project does not include the Y and west of the POAS National Park except for 
planning purpases, whereas this land is covered by the CDF. The FORESTA 
Pro ect IS designed to produce the outputs stipulated in the Project Paper, but the I CD could conceivably engage in other activit~es if it finds the financing from other 
sources to do so. 

Another important point, and actually one of the justifications for its creation, - 
is the fact that the Foundation combines functions which have traditionally been 
dispersed among several agencies, especially the DGF and SPN. It is expected that 
this combination will lead to greater impact and cost effectiveness. 



4. STRUCTURE OF THE FOUNDATION 

Initially the CDF will consist of the entities described below. Over the years, 
as the institution matures and widens its activities, it might become desirable to add 
other units. 

4.1 Board of Directors 

The members of the Board of Directors of the Foundation are those 
described in Sec. 2, above. Its functions are the following: 

-- set the basic guidelines for management of the natural resources 
of the CDF area, based on SPN and DGF policies; 

-- designate the General Manager of the CDF; 

-- approve the annual work plans and budgets; 

-- evaluate the progress and efficiency of operations; 

-- promote coordination with other relevant institutions. 

The Minister of Natural Resources, Energy and Mines (or his 
representative) will function as President of the Board. The Manager of the CDF will 
serve as secretary. The fact that representatives of the Directors of SPN ana DGF, 
as well as the Minister are on the Board should help increase collaboration with and 
between these agencies. 

4.2 General Manager 

The General Manager of the CDF will be appointed by the Board. His 
functions are: 

-- draft the annual work plans and budgets for approval by the Board 
of Directors; 

-- organize, supervise and monitor tho activities needed to 
implement the work plans of the CDF; 

-- approve contracts for all personnel and services; 

-- supervise personnel; 

-- cultivate prodlrctive working relatio~s with other relevant 
institutions; 

-- carry out other tasks assigned by the Board, within the mandate of 
the CDF. 

4.3 Office of Planning and Evaluation 

The Office of Planning and Evaluation is responsible for 



preparing the overall strategy for the Central Cordillera and the subsequent 
management plans for the protected areas. It will have a major role to pla In 
planning operations and in preparing the annual work plans and budgets. h e  
technical aspects of contracts for design and construction of infrastructure will be the 
responsibility of this Office. 

This Office will monitor progress of CDF activities and environmental 
impacts. It will use this and other information to carry out periodic internal 
evaluations, and to formuiate recommendations for corrective actions. 

This Office will be headed by one professional qualified in natural 
resource planning, who will be assisted by a junior professional and support 
personnel. Much of the work in the first two years will be contracted to ~onsultants 
who are supervised by this office. 

4.4 Department of Operations 

The Department of Operations combines all field operations under one 
supervisor. In terms of personnel this will be the largest unit within the CDF. This 
Department will be responsible for the functioning of all operational centers and all 
field activities, be they related to protected areas, buffer zonss or communities. 
These activities will be carried out in close collaboration with the SPN and DGF. 

'This Department will be headed by a professional with ample 
experience in implementing field activities. Staff will be built up gradually during the 
life of the Project, so as to include technical personnel specialized in natural area 
management, reforestation, forest management and other fields. 

4.5 Department of Administration 

The Department of Administration will be responsible for all 
mana ement of funds and personnel as this responsibility is gradually transferred to 
the C 8, F (see Section 5). It will build up a unit for personnel matters and one for 
accounting and finance. 

This Department will be headed by an experienced administrator, who 
will be assisted by a gradually increasing support staff. 

4.6 Advisors 

The Gerieral Manager will be assisted by a number of advisers, who will 
vary in accordance with the current needs of the CDF. Most will be short-term 
consultants contracted for very specific tasks. The Project will also provide funds for 
a Mission-contracted Project Advisor. The Advisor will serve as the primary liaison 
betweer; the CDF and the Mission Project Officer (RDD). Helshe will advise on AID 

! rocedures and provide day-to-day oversi ht. The contract will be for four years. 
he Mission, the GOCR, and the CDF wi 7 I then decide if continued assistance is 

beneficial. 



5. ADMINISTRATION AND FINANCING OF THE FOUNDATION 

5.1 Provision of U.S. Dollar Financed Resources 

Once the ProAg is signed, A.I.D. will execute a HB13 grant a reement 
with the CDF to fund two CDF staff positions, a General Manager and a 8. inancial 
Controller. The Board of Directors of the Foundation will then hire a Generai 
Manager to direct the day-to-day operations of the Foundation reporting to the Board 
and a Financial Controller reporting to the General Manager. 

At the same time A.I.D., in coordination with the Foundation, will 
contract an NGO to assist the Foundation in building up the Foundation (seeking, 
hiring and training staff, etc.) controlling project funds, and in implementing the 
Project. The contract will provide for the General Manager of the Foundation to 
rovide day-to-day supervision to :he contractor with licy direction from 

~IRENEM. Vouchers from the contractor will be paid by A. P" .D. Once the support 
contractor is on board, A.I.D./CONT will assess the ability of the Foundation (w~th its 
staff and contracted support) to control funds, etc. 

Upon the successful corn letion of the assessment, USAlD will expand 
the scope of the sub- rant (HB-13 with the Foundation to include all of its \ P 
implementation responsi ilities and will commit approximately $6 million for these 
purposes. The Foundation will submit vouchers d~rectly to A.I.D. for grant-related 
costs. 

In essence, at the begining this Contractor will do all administrative staff 
work for the CDF, based on rior approval of the CDF General Manager. The 8 contractor will assist the Foun ation in accounting for A.I.D. funds. .Disbursen~ents 
for pro'ect implementation costs of both dollars and local currency will be tied to the 
annua 1 budgets prepared b the Foundation (for each year after the first year of 
project implementation). k~ ese budgets must be approved by A.I.D. for 
expenditures from the dollar grant and agreed to ("Visto Buenon) by MIRENEM for 
expenditures from the local currency contribution. 

In the name of the Foundation and after due approval by its General 
Manager, the Contractor will assist the Foundation to recruit and contract personnel, 
contract construction of infrastructure, procure equipment and supplies, contract 
services and carry out other needed administrative functions. (For detailed terms of 
reference see Attachment A,) 

Gradually over about a four year period increasing administrative 
responsibility will be transferred to the staff of the CDF. Since it will take between 
two and three years for the Foundation to become fully operational, including the use 
of acceptable procedures for the accounting and control of funds, this contract is 
budgeted for at least three years. 

5.2. Pmvision of Host Country Local Currency Financed Resources 

All of the HCOLC, both for the Foundation's local currency rogram 
costs, and for the endowment will be assigned to the Foundation by the HB Project 
Assistance Agreement or amendment thereto. 

f 
That same 



Agreement will impose upon the Foundation audit requiremsnts, per diem limitation, 
and currency exchange restrictions, all with respect to the local currency. 

A.I.D. and the GOCR have already agreed to program C400 million 
from ESR VI and intend to further rogram C800 million from ESR Vlll for the 
Project. Of that total C1,200 million, 8 390 million will fund program costs and C810 
mill~on will fund the Foundation's endowment. The C400 million derived from ESR 
VI has been programmed by A.I.D. and the GOCR (more specifically, the BCCR) in 
Implementation Letter No. 32. All of these funds will be used for the endowmeiit. 
Pursuant to the HB3 Agreement, which the BCCR will si n, it will transfer on written I request by A.I.D. first C400 million and later C800 mi lion to an interest-bearing 
account in the BCCR, and agree that all interest earned will be transferred to the 
Foundation for Project uses. Tne BCCR will agree to disburse funds upon 
instructions of the Foundation's fiscal agent, once one has been named. 

The fiscal agent, in turn will be hired by the Foundation. A.I.D. and 
MIRENEM will approve the Foundation's contract with the fiscal agent. 

The C810 million for the endowment will rsmain in the BCCR 
interest-bearing account until the Foundation establishes the endowment (prior to 
the PACD of the Project) at which time the fiscal agent may request the BCCR to 
disburse the funds (including all interest earned) to the endowment account. Those 
funds will not ~e monetized prior to the PACD of the Project. The C390 million for 
project implementation costs will be progressively disbursed from this BCCR 
interest-bearing account by the BCCR on written request of the fiscal agent. The 
rate of disbursement will be limited by local currency monetization agreements. 

The C390 mi!!ion may be disbursed either to an interest-bearing 
account outside the BCCA and from there to the Foundation, or directly to the 
Foundation without an intermediate account. This will be determined in the conlract 
executed by the fiscal agent and the Foundation. 

The fiscal agent will act in accordance with the approved contract. 

The contract with the fiscal agent will defined: 

a) the fiscal agent's responsibility to manage and account for the 
funds and disburse the funds to the Foundation in accordance with certain 
conditions, including: 

-- prior submission by the Foundation to the fiscal agent of 
periodic approved budgets; 

-- evidence of MIRENEM1s "visto bueno" of each budget; 

-- the provision by the Foundation to the fiscal agent of 
periodic certified expense statements and cash requests in a 
defined format; 



-- MIRENEM1s periodic certification to the fiscal agent that the 
Foundation's programs are proceeding satisfactorily; 

b) the manner in which the endowment fund will be established and 
the fiscal agent's responsibilities for managing it, if any; and 

c) the audit rights of the Foundation with respect to the fiscal agent 
and the fiscal a ent's responsibility to provide audited financial statements to the 
Foundation, to 9 IRENEM, and to A.I.D. 

6. ESTABLISHMENT OF THE CENTRAL CORDILLERA TRUST FUND 

In order to ensure the long-term viability of the CDF, the Project includes the 
provisim of an endowmsnt fund for the Foundation with sufficient (or nearly 
sucicient) income to cover at least the minimum recurrent costs of the Foundation 
after project funding has terminated. 

The endowment will be created from approximately $10.0 millicn local 
currency equivalent contribution from the host country contribution. Additional grants 
from other donors are also being pursued. 

Funds for the endowrnent will be jointly programmed by A.I.D. and the GOCR 
to grant them to the CDF for the specific pu ose of establishin the endowment. 
Immediately after signing the ProAg, the B r CR will transfer t \ e local currency 
directly into an interest bearing account in the BCCR or in GOCR Economic 
Stabilization Bonds during the life of the Project. Any additional funds will be kept in 
foreign exchange or dollar denominated government guaranteed securities 
preferably in Costa Rica for the life of the Project. 

Prior to the PACD, the Board of Directors of the Foundation will select and 
contract a fiduciary to manage the Trust Fund for the CDF. USAlD and MIRENEM 
must both approve the selection. The primary responsibility of the fiduciary will be to 
manage the investments of the funds of the endowment. Selection of a fiduciary 
much prior to the PACD is not essential since all funds will remain in secure interest 
bearing units capitalizing the endowment fund for the entire LOP so no decisions 
need to be made. Althou h the counterpart colon contribution to the fund will not be 8. monetized during the LO , no such restriction will continue after the PACD. The 
fiduciary will also handle disbursements from the endowment fund upon the request 
of the Board of the CDF. Under no circumstances can disbursements be made from 
the principal of the endowment (the original U.S.$10 million e uivalent). The Central 
Bank will submit semi-annual account statements to the CDF %I oard, to A.I.D., and to 
the GOCR's representative (and to the other donors who decide to participate). 

Current tax laws may affect the earnings of the endowment fund. The 
earnings from the counterpart colon investment may be subject to an 8% income 
tax. To the extent that another donor grant is given to the CDF, it may also be 
subject to the income tax. However, as long as the funds remain in the Central 
Bank earnings are not subject to the tax. At the decision of the CDF or its fiscal 
agent(s) the endowment may remain in the Central Bank indefinitely or transferred 
to other investments after LOP for greater return. 



Although the initial contribution to the endowment will be made through the 
FORESTA Project, increase of its capital throu I ~ontributions from other sources 
are to be encouraged. It is conceivable that 81 .~ .  conservation organisations or 
bilateral assistance agencies could be motivated to increment the fund. However, it 
is more likely that the existence of the fund, which assures financing for protection 
and vanagement to perpetuity, will motivate these institutions to finance purchase of 
land or cor~struction of infrastruc!m for consolidation of the national parks in the 
project area. 

7. MANAGEMENT OF THE TNlJST FUND 

7.1 During tha life of the FORESTA Project 

During the seven years of the Project, the endowment fund requires no 
outside management. Periodically t h ~  Central Bank will submit routine statements 
of the account to USAID, the W C R ,  the CDF and to the Trustee. 

7.2 !*sr termination of the FORESTA Project 

Before yew eight, the CDF, in consultation with USAlD and MIRENEM, 
will select a fiduciary to manage the fund. The legal agreements for these 
m a n  ements will be negotiated and signed, at the latest, during the last year of the 
FOR I! STA project. 

Beginning in year eight, i h s  flow of income derived ffom the Trust Fund 
will be available to the CDF to finance the following: 

-- costs of personnel needed for effective management of the 
Central Cordillera and the buffer zones, with emphasis on personnel far ~rotection 
(forest and park rangers), extension, environmental education and services for 
visitors to the natural areas; 

-- ac uisition of equipment and materials needed to manage the 
natural resources of a t e Cordillera; 

-- maintainance and operation of equipment and infrastreccture; 

-- contracting of services; such as maintainance of bound~~ries, trzils 
and visitor sites; sl~cties and research; and educational programs; 

-- administrative costs of the CDF. 



7.3 Cash flow after the end of FORESTA 

It is estimated that, as a minimum, in oder to survive from year eight 
onward, the CDF will require an annual income equivalent to US $1 -07 million. 

Attachment B shows the income which will be generated by the 
endowment: 

If the $10 million (local currency equivalent) trust fund is established at the 
beginning of FORESTA, capitalizing at 22.5% interest for seven years (but at only 
4% in real terms), then the endowment will cover all expected operating costs of the 
CDF plus continue to grow for the next twelve and a half years (140 months 
assuming no additional contributions are made to the fund beyond the initial $1 
million (Attachment B). 

CI 
Additional income which can be expected for the CDF after the end of the 

Project (estimated at $190,000 annually) will come from user fees which include: 
fees for operating concessions in the protected areas and nominal admission fees. 
The amount of this income will exceed $190,000 in value in year eight and is 
axpected to increase at about 10% annually (see Financial and Economic 
Assessment, Annex H . The GOCR will covenant to provide all visitorderived 

endowment fund. 
2 income from the CD area to the Foundation. This income will go into the 

In addition, the CDF will be seeking donations from within and outside of 
Costa Rica during the life of the Project with the primary intent of purchasing private 
inholdings within the protected areas, and after the termination of the Project to 
increase the endowment. This additional income is not included in the cash flow 
analysis because it is too early to speculate on the amounts that will be donated. 



ATTACHMENT A 

TERMS OF REFERENCE 

CONTRACT FOR ASSISTANCE TO THE CDF 

The purpose of the contract is to assist the Cordillera Development 
Foundation (CDF) in buildin up its organization and administrative capability. f Initially under the direction an with the authorization of the Board of Directors of the 
CDF and under the General Manager of the CDF, the Assistance Contractor will 
carry cut the following tasks: 

-- establish and operate separate accounts and books for funds from the 
FORESTA Project and submit periodic accounting reports; 

-- submit requests to USAID for advances of funds; 

-- disburse funds in accordance with authorization received from the CDF 
and maintain appropriate accounting records; 

-- advertise positions, screen candidates and negotiate contracts with 
personnel; 

-- select office facilities, negotiate rent contract and assist in installation of 
off ice; 

-- procure equipment and materials; 

-- draft specifications and negotiate contracts for services to be provided; 

-- draw up specifications, select firms, negotiate and supervise contracts 
for design and construction of infrastructure, especially the operationa! centers in the 
natural protected areas; 

-- train CDF staff in organizational and administrative matters and 
gradually turn over responsibilities as determined by the Board of the CDF; 

-- stimulate support for and collaboration with the CDF, among national 
and international conservation organizations; 

-- provide specific technical assistance as needed and agreed upon. 

Duration of contract: Four years, with gradually decreasing responsibilities. 



ANNEX L 
ATTACHMENT B 

mB~Sn-E~_qQNM-ENTFUND_ 
INCOME AND RECURRENT COST ANALYSIS 

The following assumptions underlie the calculation of endowment fund 
earnings. 

1) This analysis shows the endowment situation or position from the 
be inning of the eighth year (when the life of the FORESTA Project ends) and on, in 
or ! er to determine if the level of the endowment is adequate to sustam the CDF 
minimum recurrent costs. 

2) The endowment will consist of a deposit to a special interest bearlng 
account in the BCCR, which would pay an interest rate equal to the rate paid by the 
Monetary Stabilization Ronds (Bonos d~ Estabilizaci6n Monetaria). 

3) The funds programmed for establishing the endowment are C810 
million, therefore all calculations are made in this currency. 

4) It is estimated that the recurrent costs will be approximately 
$1,076,500. At the current (1989) exchange rate of 80 colones per dollar, this 
represents C86,! 20,000, which is the figure to be used in analysing the adequacy of 
the endowment. 

5) The endowment will be capitalized with the interest generated over the 
seven project years. No withdrawals of interests or principal will be made until the 
eighth year. 

6) An interest rate of 22.5% (actual rate which we assume the BCCR 
could pay for this type of investment) is used to calculate the endowment growing 
(capitalization) and a 18.5% (inflation rate) to calculate the growth of the recurrent 
cost. Accordingly, a 4% real growth rate for the endowment is used. 

7) The same interest and inflation rates are used after the seventh year to 
calculate the endowment income and to determine the growth of costs. 

8) A first transfer of C400 million from ESR VI is assumed to be made in 
April, 1989 and the remainder four months later. 



Calculations presented in Table 1 to this attachment, indicate that the 
endowment will provide, by the first month of the eighth year, month1 interest flows 
of approximately C69,700,000 against monthly recurrent costs of C2 2 ,950,000. 

Beginning in the eighth year, the monthly capitalization available to preserve 
the endowment is reduced by the difference between the interest and the costs, 
therefore a moment will arrive in which this difference will turn negative and no 
capitalization will be possible. It will then be necessary to use the increased 
principal to cover the costs. 

This moment will occur in the middle of the eleventh year after the PACD, as 
calculated in Table 2 to this Attachment. 

CONCLUSION 

Our conclusion is that the level of the endowment is adequate to sustain the 
CDF with the interests generations, without touching the principal, during 
approximately eleven years after the PACD of the Grant Agreement. After that 
period of time it would be necessary to withdraw funds from the principal if no 
additional funds are provided to the endowment. 
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