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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE 
-

SUBJECT: Co~ta Rica - P-ural Development Program 

Attached for your revi ew are the recommendati ons for 
authorization of a loan in an amount not to exceed $7.9 million 
to the Government of Costa Rica to assist the Costa Rican small 
fanner to in~rease his productivity, providing him with better public 
services, acess to more efficient fanner organizations, and an 
improved rural en'Ji ron:nent. 

Thi~ loan proposal is scheduled for consideration by the 
Development Loan Staff Committee on Friday, May 31 at 10:00 a.m. 
Room 3524 New State. Please note your concurrence or objection is 
due at the close of the meeting. If you are a voting member a poll 
sheet has been enclosed for your response. Please be sure to bring 
your poll shp.et to the meetin9. 

Development Loan Committee 
Office of Development

Program Review 

ATTACHMENTS ~ 

Summary and Recommendations 
Project Analysis
ANNEXES 



UNCLASSIFIED 
ATD-DT,C/P-2033 
May 21+, 1974 

COSTA RICA 

CAPITAL ASSISTANCE PAPER 

RURAL DEVELOPM_~NT_ PROGMM 

TABLE OF CONTENTS 

VOLUME I BA.!<;IC LOAN PAPER 

SECTION I SUMMARY AND RECOMMENDATIONS 

A. Borrower & Implementing Agencies 1 


B. Amount end Terms of the Loan 1 


C. Purpose 1 


D. Program Description 1 


'E. Total Cost of the Program 2 


'F. Other Sources of Financing 4 


G. Views of Country Team 4 


H. Statutory Criteria (Annex) 4 


I. Recommend!l.t ion 4 


a. Conditio.. Precedent to Disbursements 5 


b. Covenants 9 


SECTION II MACRO ECONOMIC ANALYSIS 11 


A. Performance of the Economy 11 


UNCLASSIFIED 



SECTIONID 

SECTION IV 

SECTION V 

SECTION VI 

UNCLASSIFIEDif -

P~G~ 

B. 	 Growth Prospects for 1974 and Beyond 12 

C. Problems and Issues Related to the Loan 17 

AGRICULTURAL SECTOR OVERVIEW 22 

A. 	 GOCR Policies and Program 24 

B. 	 Economic Factors 23 

c. 	 Outlook 28 

D. GOCR Institutional Strengths and Programs 29 

BACKGROUND 32 

A. 	 The Agricultural Development Program (ADP) 32 

B. 	 Evaluations and Special Studies 35 

c. Assessment 38 

PROGRAM GOALS AND STRATEGY 42 

A. 	 Agricultural Services 43 

B. 	 Cooperative Development 44 

c. Rural Municipal Development 44 

THE TARGET MAN 46 

A. 	 Use of Agricultural Inputs and Basic Animal 
Husbandry and Agronomic Practices 47 

B. 	 Characteristics of the Land Holdings 48 

C. 	 Principal Institutions Affecting the Rural 
Fam~ 49 

UNCLASSIFIED 



- iii - UNCLASSIFIED 

PAGE 

D. Income and Economic Status 51 


E. Facilities Available to the Target M~n 51 


F. Nutritional Status 52 


SECTION vn AGRICULTURAL PRODUCT EMPHASES 53 


SECTION vm PROJECT SUMMARIES 54 


A. Agricultural Services 54 


B. Cooperative Development 

C. Rural MlUlicipal Development 58 


SECTION IX INTERNATIONAL DONOR RELATIONSHIPS 60 


A. Rural Development 60 


B. Assistance Programs 60 


C. Complementary Proiects 60 


D. Relationship with I1CA 61 


E. Relationship with IDB 61 


F. Relationship with IBRD 61 


G. Relationship with CABEI 62 


R. Coordination 62 


SECTION X IMPLEMENTATION PLAN 63 


A. Project Management 63 


B. USAID Monitoring Responsibilities 63 


UNCLASSIFIED 



- iv - UNCLASSIFIED 

PAGE 

C. Loan Disbursements (i:J 

D. Fiscal Control 64 

E. Reporting 64 


F. Implementation Schedule ~4. 

SECTION XI EVALUATION PROGRAM 64 


A. Introduction 64 


B. Project Level Evaluations 65 


c. Sector Level Evaluation 66 


D. Special Studies 6G 

E. Internal Evaluation - Related Activities 66 


SECTION XII ENVmONMENTAL CONSIDERATIONS 67 


SECTION xm CAPITAL ASSISTANCE COMMITTEE, USI\ID/CR 68 


ANNEXES 

I CHECKLIST OF STATUTORY CRITERIA 

II CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE 
FOREIGN ASSISTANCE ACT OF 1961 AS AMENDED 

ill LOAN APPLICATION 

UNCLASSIFIED 




UNCLASS IFI ED 
AID-DLC/P-2033 
~1ny 21!, 1974 

I • SUWtARY AND RECOHHENDAT IONS 

A. Borrower and implementi~~~cies 

wi II 
The Borrower will be the Government of Costa Rica which 

be responsible for overall coordination of the Program and 
repayment of th~ Loan. The Program wi 11 be implemented by the Ministry 
of Agricu~i:Ure (MAG), the National Agricultural Council (CAN). the 
Nation~! Institute for Cooperative Development (INFOCOOP) and the 
Municipal Development and Training Institute (IFAM). 

B. Amount and Terms of the Loan 

$7.9 million repayable over 40 years, with a 10
ye~r grace period on principal repayments. Interest will be payable 
at the: rate ~f 2% per annum during the grace period and 3% thereafter. 

Purpose 

To assist the Costa Rican small farmer to increase his 
productivity, and quality of life by providing him with better public 
services, access to more efficient farmer organizations, a"d an 
improved rural environment. This is fully consistent with established 
GOCR prh,rities to increase job opportl~nities, obtain a more equitable 
income d'lstribution, increase farm prc,duction, and raise the standard 
of living of rural Costa Rica as set forth in the National Development 
Plan, 1974-19iB. 

The loan program represents a continuation and strengthening 
of the $20,000.000 sector program authorized by AID in June, 1970 as 
Loans 515-L-022 (Agriculture Oevelopment) and 51S-L-023 (Municipal 
Development). Its purp05e is to capitalize on the momentum gained to 
date in reform 0f the agriculture sector to more effectively serve the 
small farmer. Specifically" the program addresses selected aspects 
of the sector ~rogram which contribute most directly to servicing the 
small farmer. The activities of this loan, therefore, are concerned 
with how on-farm technical assistance can be improved, the extent to 
which~rmer ~ooperative organizations can increase small farmer income 
prospects, a~d the oeqree of municipal infrastructure and public serv-
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ices he can expect. In other words, the success of the institutional 
changes now i " p lace as a resu I t of efforts under the sector program 
will depend 0n whether or not they foster better services. The inter
relationship of agricultural services, ~ooperative dev~lopment, ~l 
_L~fraJUUJL~ture, and ~J:~~~ is based on the realization that, treated 
separa tely, none of these services or assistance vehicles are sufficient 
to transform the low level of productivity of the small farmer into a 
dynanlic, modern subsector. 

Finally, this program is addressed to improving the services 
provided by key institutions of the sector which directly reach the small 
farmer target group. Each of these institutions appear ready to move 
rapidly into the second phase of the sector program to focus on deLiveCi 
systems. Loan furds, therefore, are aimed at (a) improved Ministry of 
Agriculture management and execution of crop and livestock field service 
projects, (b) increased ability of the Cooperative Institute (INFOCOOP) 
and the rural cooperatives to provide a wider array of production and 
marketing services and, (c) Municipal Institute (IFAM) programs of 
development of rural cOlTvnunity infrastructure and services which en
coura~Je techl'l i fi cat i on of sma II farm enterpri ses. 

The program will continue to be coordinated and monitored 
by the National Agricultural Council (CAN) in basically the same manner 
as was established under the sector program in 1970. 

E. Total Cost of the Program 

The total cost of this program is estimated to be the 
equivalent of $15 mi Ilion, which the AID loan contributes $7.9 million. 
The GOCR, and its autonomous institutions wi I I contribute the equivalent 
of $7.1 million as counterpart. Program costs wi 11 be shared approxi
mately as sh0wn below: 
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COST OF PROGRAM 

(Thousands of Do II ars) 

AID Loan GOCJ! TOTAL 

Agricultural Services $1 .300 $2.350 $3.650 

Cooperative Development -1,200 21 Z20 21 920 

Credit 2,700 2,600 5,300 
T.A. & Training 500 150 65n 

Rural Municipal Development 3.400 - 2.000 5 1400 

Cred it 3,000 2·,000 5,000 
LA. & Tra in j ng 400 N/A 400 

--.-
S 7 ,900 $ 7,100 S15,000 

DISBURSEMENT SCHEDULE 
(Thousands of Dollars) 

~ ~ ~ llli TOTAL 

Agricultural Services l.J.§Q l.t..!J.Q 1,300 L.§2Q 

AID 480 420 LuO 1,300 
Counterpart 700 750 900 2,350 

Cooperative Development _-.V5. ~..d2.Q hill ~ 
AID 575 1,250 1,375 3,200 
Counterpart 400 1,000 1,350 2,750 

Ru r<ll Mun i c i pa I Development-33l 2.285_ l..21~ ~ ~ 

AID 25 1 ,200 1,625 550 3,400 
Counterpart 2 06 1,085 ~ _3l§. 2,000 

331 l~ ,440 5,338 4,891 15,000 
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The Export-Import Bank, IBRn and lOB have all stated that 
they are not interested in financing this program. 

G. Yiews of Country Team 

The country team considersthe program to be a key element 
in the United States assistance program in Costa Rica, especially as 
it fully suprorts the newly installed Government's very strong interest 
in rural dev~lopment, and urges program authorization at the earliest 
possible moment. 

H. Statutory r.ri teria 

All statutory criteria as set forth in Annex I of this 
CAP have been met. 

I. Recommendation 

On the basis of the conclusion of the Capital Assistance 
Committee that the Program is technically, economically and financially 
justified, it is recommended that a loan to the Government of Costa Rica 
for an amount not to exceed $7,900.000 be authorized on the following 
term and conditions: 
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TERMS 

Amortization: 40 years fram the date of first disbursement. 

Grace Period: 10 years on repayment of principal. 

Interest: Two percent (2%) per annum during the grace period 
al7.d three percent (3%) thereafter. 

Repayment: U.:::. Dollars. 

CONDITIONS AIID COVENANl'S 

In additio~ to the standard conditions and covenants, the loan shall 
be subject to the following: 

a. Conditions Precedent to Disbursements 

1. Agricultural Services Project: 

a) As a condition precedent (CP) to initial disbursement 
of AID loan 1\\nds for the Agriculture Services Project, the r~R must 
have included in the 1975 budget for the Ministry of Agriculture (MAG) 
both AID loan and counterpart funds necessary to carry out the pro
ject during 1975. 

b) As a CP to initial disbursement of AID funds for the 
vehicle mai~tenance program of the Agriculture Services Project, the 
MAG must have established a vehicle maintenance policy and 0perational 
plan accepta"ole to A.I.D . 

.:!) As a CP to initial disbursement of AID 1 :>an funds 
for the pro;jects-by-campaign program of the Agriculture Services Pro
ject, the MAG must have established a mechanism for the control and 
disbursement of funds allocated to projects-by-campaign satisfactory 
to A.I.D. I~ addition, disbursement by MAG for each project-by
campaign will require an appropriate written plan and budget. 

2. Cooperative Development Project: 

a) As CPs to first disbursement of A.I.D. loan funds 
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under the Cooperatives Project: 

1) All funds in the Cooperati ves Proj ect of Loan 022 
shall have been committed ~ 

2) I~WOCOOP shall prepare to the satisfaction 'Jf 
A.I.D. an Implementation Plan for carrying out this project. Such 
plan shall include but not be limited to: 

(a) An estimated schedule of disbursements far 
the first calendar year of the project, by general category of ac
tivity. 

(b) A statement of INFOCOOP's lending policles 
for both loan and counterpart project funds. 

(c) Provisions for monitoring and coordinating 
activities urder the project, to promote most effective utilization 
of project funds. 

b) As CP to any disbursement to or for the benefit of 
FEDECREDITO. INFOCOOP shall: 

1) Demonstrate to the satisfaction of A.I.D. the 
technical ar.d financial capability of FEDECREDITO to carry out ef
fectively both Us counterrart-financed praduction credit program 
and such marketing or other activity as it might wish to finance 
under the loan. 

c) As CP to any disbursement to or for the be,'efi t of 
FEDEAGRO, INFUCOOP shall: 

1) Present an agreement with ITCO sufficient to 
permit accomplishment of those purposes of this loan that are sought 
to be accomplished by or through FEDEAGRO. 

2) Present u plan satisfactory to A.I.D. for the 
institutional and operational development of FEDEAGRO to the point 
where it can effectively fulfill its functions as a federation. 

d) As CP to any disbursement to or for the benefit of 
La Union, INFOCOOP sh8.11: 
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1) Demonstrate to the satisfaction of A.I.D. the 
technical and financial capability of La Union to carry out ef
fectively the marketing and other activities planned to be imple
mented by La Ur-ion. 

e) As CP to any disbursement to any .individual coop, 
primary or secondary inc~uding those set forth above, related to an 
activity the cost of which will be in excess of ~3C0,OOO(approx. 
$35,000), INFUCOOP shall furnish to the satisfaction of A.I.D.: 

1) A~proval of the activity by the new national 
marketing c~ission of the CAN. 

2) Appropriate loan analysis demonstrating the 
technical, financial and economic feasibility and env-ironmental im
pact of the proposed activity. 

3) Evidence demonstrating the capability of the 
organization or organizations that are to carry out and/or administer 
the activity to fulfill their planned functions in a satisfactory 
manner. 

3. Rural Municipal Development: 

a) As CPs to first disbursement under the IFAM Pro
ject: 

1) IFAM shall select and negotiate a contract(s) 
with a fimi or individuals acceptable to A.r.D. to provide the tech
nical assistance to be financed under the loan. 

2) IFAM and the National University of Heredia will 
sign an agreerrent satisfactory to A.I.D. laying out their 3-year joint 
program for training of IFAM and municipal employees. 

bJ As CPs to first disbursement for credit under the 
!FAM Project: The (',OCR shall provide guarantees satisfactory 
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to A.I.D. t~t IFAM s~ll receive at least the folJowlng amounts of 
funding £rom the Land Tax for the stated purposes as counterpart to 
the IFAM Prnject: 

-1 -2-:0 -3-
CAPITAL FOR 

YEAR TOTAL AMOUNT OPERATING COSTS COUNTERPART 

1974 4,790,000 2,180,000 2,610,000 
1975 5,020,000 2,370,000 2,650,000 
1976 5,260,000 2,760,000 2,500,000 
1977 52510z000 2 z810z000 2z7002000 

~20,580,000 '110,120,000 !i?10,460,000 

If the total amount received by IFAM from the Land Tax for 
any year is less than these total pro,iected figures (Column 1) 
the GOCR will provide the difference ·to IFAM from other GCCR 
fund sources. 

c) As CP to disbursement of more than ~1.8 million of 
A. I.D. funds for relending under the IFAM Proj ect, the GOCR either 
shall have provided to IFAM as a capital contribution on a grant 
basis at least $775,000 equivalent in addition to the sums referred 
to in CP G.2. above or shall agree to provide said funds on a pari 
passu basiS with disbursements of the final $1.2 million of A.I.D. 
funds. 

d) As CP to first disbursement on any sublJan by 
IFAM, IFAM will obtain the prior approval of A.I.D. for the subloan 
project. 

4. Prior to the issuance of any commitment document or to any 
disbursement for the Program, the Borrower shall furnish in form and 
substance satisfactory to AID a comprehensive evaluation plan that 
includes speciiic targets (progress indicator and end-of-project 
status). 
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b. Covenant::;: 

1. Unless AID and Borrower othenTisc af~ree in Wl'itj nc, 
loan fUnds and their rollovers for all Projects under this loan 
will only be u:;ed throur;hout the repn.yment rcriod of the loan for 
activitie~ of the na.ture covered by the project:::, a:::: 1\ll'ther de
fined by :!c'ch in:;tHution' s lendinr, pol:icy. 

2. INFOCOOP shall prepare annuaJ. plans und ::;chedule~, fer 
each subsequent project year. 

3. D'IFOCOOP shall execute at the appropriate time 1-lith 
each institution to Hhich it plans to make loans for :mlJ/lendinr: 
AID-approved sub-loan agreements coverine; the types of 3ub-loan~ 
to be made includinC the followin~ conditions precedent to disbur
sement to each rccipient institution: 

a) 	Approved copies of each institution's lendinp; 
policy for the loan funds; and 

b) 	 Disbursement schedule of loan f'tmos for the first 
year period. 

4. Unless AID and BorrQ\o/cr othenrise ar,ree in Hritinc, 
the approved lending policies of the recipient institutions will 
be adhered to throup,hout the project period. 

5, The Ccntral Bank of Costa Rica shall extend to ThTFOCOOP 
the same beneficial treatment for ae;ricultural production loa.ns to 
small farmers as is extended to the National Bank System, j.e, direct 
Central Bank loans to INFOCOOP at 2% per annum for acriculturaJ. prof 
duction rclending to small farmers. 

6. Tne Central Bank ar;rees t.o detcnr.ine whether or not 
it. can extend to INFOCOOP medium tenn ar;ricultural and marketi n{~ 
cooperative credit for small fanner:> on the same terms and condHions 
as short term al!,!'icultural credit. Such a detennination vill be 
made durinz the first year of thc loan pror;ram. 

'(. n.:i:.; unricrr;tood and ar;r0.ccl t~lnt ','j 1.:1j n Ulree (.)) !liC'nt:·,~; 
of the ratj i'icni. Lon of UJe loan ar:reement. a r:lcc1w.n:i::;m \,.rlll I'e l!S

tablished het\olcen llU'OCOOP an.d the CAli \!ll('rd,y cOOp('r~lUvc:.~ mo:r:'.'.'U !li' 
investment:; w~J.I be revj.e\oled and cooreJj nat 0.(1 j n conjunctj or. \·::i tl'! t,11c 

UNCLA3SIl'IED 



10 

nntionnJ. mnl'::cU nf~ ~omnd r.ni on of I.lIe rMI. 

~~. '1'hc ~Or.R aprCC3 to undcr1..n.!:t~ :t ~~t.ll,J: ... t,) (f,·f.l\l'lHillf ' • 

,-Ii thin 6 month::; of the ratification 01' till.! l(lnn :!{Tcf'rnl'1l1. P·ll ap
proprio.tc policy und ~~Ollrcc of finnnei.n:~ 0:1' tile (I(l\m pn:iT1rnl:; 
needed by smDJ.J. farmer buyer [70Up::l "'ho ,d:::h t.o purcha.::;o farm:; 
under t.he ITCO sponsored Land Sole Gunrunt~1 Pro."rn.m. 

(). The GOCR ::tr,rec~ to c:~tnl)li!;lI [L :;Ludy commi::;sion to 
review land t.nx rnter; nnd nt.t.(>~;r;mcnt po1iC':i r~::; \-lith [In ai::1 to their 
reform. 'Ihe commis:::;ion "rill a1~o study the fensHility of transfer
rine the nruilin:i stratton anel collad:i.on of the Innci tnx to IFN·1. 
The commis::don's final rf:Tort, and the suo::;cquent po1iey decis:ion 
by the GOeR will be completed ,d, thin one :f'u1l year from tilC time 
the loan ar,reement is ratified. 

10. The GOCR ar,rees to rcvievl thc orr,unizational and 
operations relationship between the National Officc of Communit:,r 
Development (NOCD) and IFA11 t01-1arli dctermininr" durin/"' tho :f'ir~t, 
year of the loan provoam, the mo::;t a]!propriate method of (~oorc1jna
ting their activities -- whether by formal con30lidation, i·;or%inr: 
agreement, or other mechanism. 

UNCLASSIFn;n 
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II. MACRO ECONOMIC ANALYSIS: 

A. Perfonnance of the Econo~ 

1. Overall Output 

Over the past several years the Costn Hican economy haG 
been grow5.ng at about 6% per year in real terms. After expandine at 
about 5.5% during 1969 and 1970 the economy suffered a setback in 
1971 as GDr grew by less than 4% due essentially to a decline in agri 
cultural output. With a strong recovery in commercial export agri 
culture the real f,Towth rate doubled in 1972 reachinB almost 8%, drop
ping in 1973 to about 6%, the same as thc average for the previous 
four years. 

With an annual rate of popula.tion increar;e of 3. Cf/o (1968-lc.>7~), 
the above p:rovth trends were tranGlated into per cnpita erO\·rth ratt'C's 
of about 3% !Jer year throu{")1 1970, less than 1% durinr: 1971 a.nd some
what over 3% during the 1972-73 period. Although most 1972 and lC)7? 
data are still preliminary, it appears that Costa RiCA'S record of 
growth of real per capita GDP is favorable when compared to nei~h
boring countries "'hich have not yet experienced the declines in pop
ulation growth rates registered by Costa Rica over the last 12 years. ~ 

2. ~icultural Output 

The performace of the ar.ricultural sector has been a. 
key factor governing the pace and course of Costa Rica's economic 
development. Although agriculture's percentaee of overall output 
has declined somewhat (from 24% of GDP in 1968 to an estimated 2fF/ 
in 1973) it is still the cornerstone of the economy, providinr. direct 
employment for about half of the labor force and earning about 75% 
of total annual export earnings. When one considers that no less than 
one-third of the industrial inputs ori~inate in the agricultural sec
tor, the performance of the agricultural sector assumes an even D'eo.ter 
role in determining the pace of economic growth. 

~ For a detuiled comparison of Costa Rica's perfonnance a.s compared 
to other count~~c~ in the rer:ion Gee CAPTO A-150 of Novemher 25, 
1973. 
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After r,rowinr; about 1<>% in both 196~) and lW{O (in current prices) 
agricultural production fell by almost 5.5% in 1971, owinp: to a. 121., 
drop in crc!, ar:riculture, which in turn was attrihutable to a sharp 
declil!E1 in prices of Costa Rica's two main exports - hanflna~ ann (,01' 

fee.!!:J As price~ for th~se two product::: rcbounc.1ed ::;harply in l')'{'2, 
overall ar;ricultural produdion increas0.d hy 10%. Thr up"/ard trend 
continued in 11)73 and total agricultural production is enUmated to 
have grown by 13%. 

B. 	 Grcwth Prospects for 1974 and Beyond 

Sinc~ the perfonnance of the agricultural sector --especially 
traditional export crops-- seems to be the most important factor in
f1uencin~ the overall r,rowth rate one "hould look to the ar:ricu1turn1 
sector for iadicntj on" of'. :t;uture p':r. :wtil . In thj:; respect the short rtm 
forecast::; n.re favorable. EJ For l(nl~ expectations are that exports 
of the major products (coffee, bananas, beef, and sugar) will exceed 
the 19B levels. other favorable economic indicators include a. con
tinuation of the moderate construction boom and stronr, Crowth in 
industrial production and industrial electric power consumption. 
However, the tempo of this activity could be constrained somew x by 
selective shurtages in construction materials and some industTlal and 
agricultural inputs. Consumer demand appears to be strong. P. sur
vey of major retail trade outlets, conducted late in 1973, revealed 
sales on the average running over 27% hir;her in value as compa.red vii th 
a year ear1ie~. A development of disturbinr; significance is a recent 
upsurge in the value of imports of agricultural raw materials and cap
ital goods (for the :t;irst nine months of 1913 the increase was 19% a.nd 
24% respectively). E/ Although normally a favorable development,spi
raling import prices mean a reduced volume of imports and a possible 
adverse effect on output. Tra.ctor prices for example are now 10ff/0 
above a year ago, and fertilizer prices have displayed similar increase::;. 

~ The export price index for coffee (1963=100) fell from 1211 in 1970 
to 112 in 19'71. The index for bananas fell from 71 to 61. Inter
national Financial Statistics, April 1974, p. 106. 

EI 	 See, for example, the report of the Agricultural Attache entitled: 
Costa Rica: Agricultural Situation} ForeiGn Agricultural Service, 
Februaryb,1974. 

~ 	Central Bank, Informacion Economica Semanal, March 1, 1974. 
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Alth('lu~!1 predictions are risky, it wouJ.d a.ppear that. the OVPT:lU 


growth in 1974 will continue at about the same rate as that experi

enced in 19'13 and provide a favorable atmo;,phere for thl~ i mplcmPJll.a

tion of the 10M. However, this forecast excludes two j lllPQrtn.llt :Ind 

related variables which have now become primary factorG determinin(~ 


Costa Rica's ]ongcr run economic environment. The balance of pa.y

ments ~~d inflation. 


1. The BaJ.ance of Payments 

Bn11Ulce of payments proj ections for ]f 1711 nnrl beyon<l TanrC 
from "not :~o br:;.d" to "terrible" depending upon the particular set of 
assumptions _qne adopts. Prior to the petroleum cri:Jis the trend vms 
favorable. ~ The combined balance of payments of the five Centrnl 
American countl'ies showed a deficit of $46 million in 1966, ',hich was 
pror,rcssive~y converted into u surplus of $112 million in 1972. Costa 
Rica recorded a $6 million increase in international reserves in 1<172 
although remai:ling weakest in terr.1S of absolute reserves for the re
gion. Howp-ver, in view of the petroleum crisis and spiralinr. costs 
of essential imports, the rer;ion will move from an pstima.ted 107?· 
surplus of $I?7 million to a 1971~ del'id.! of $1[\7 mi 1]:i on. For ('('~;tn 
Rica the petroleum crisis and related import costs mean un al1rtl]lL 

shift from n. modest and hard foueht for 1973 curplu:; of almo;.L :!:?:' 
million to :t de"Dili tatinr; 197h deficit of $59 mill ion. If Ud ~ ciefi 
cit materializes it will wipe out Costa Rica I s accumulated re~;el've:: 
($111.0 mill:"on on January 1, 1974). It is clenr thnt some c(JrrpC'LJVl~ 
action must be taken if reserves are not to diRappear hefore the en~ 
of 19'14. 

The advent of ll. new government carly in 19711 pTovi lIeS t.he ':l.Lnlo" 
sphere for development of a plan to lessen balance of payments and 
monetary difficult:i.es. The GOCR has undertaken a monetary stabili?:a
tion program w~ich includes unification of the dual exchange system 
i.e. effecti'le d~valuation of about let;', measures to enco'lragc the 
expansion of non-traditional exports, and a mechanism to channel in
creased revenuen (a part of export windi"all) into the Treasury to 
reduce or finance the 1974 Central Government budget deficit without 
resorting to the printinr, press --3. practice which broue;ht about nruch 
of Costa Rica's 1972 balance of payments problems. 

~ See, for example, CAP.JX) A-150, page 35. 
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The par{;ial improvement in the fiscal zituo.tion. expected to be 
realized :!'rom the selective adoption of export taxes will fa.ciUtate 
the prepara.tion of 0. modest credit pror,ram, Hhich could prov:i.rle cred
it to the private s~ctor t.o finance the shB.lJ> rise in oil and other 
:impor~1 w~.thout irrnnedintely plunr;inc; th() L'oun try into 0.conom:i c cri
sis. E:; .UthoUr)l therc are lots of unirnm-ms involved wlJj ch Hould rc
quire continunJ. adju;,tmcnt and fine tuninc, t.lH~ prospeet:; /lrc "fair" 
rather than "tcrriblc" that Costa Rica CDn fi n j:-;h 1<1711 Hi t.hcut scriou::; 
balance of pCl.yment losses. Of considerahly more i111]1ortnncp for the 
longer run ):,~u.lth of tile economy is the ilOPC that ;nonctar.Y HuthoTi~.~l(~:; 

will be willin/: to bn~;'. away scmewhat from eCJ.sy monetary polici es 
which here ore trn.n:;la ted into immediate 11~uance of payments prol1lcms. 

2. Inflation 

Inflation ho.z been much more of a problem in Costa Rica 
than in other Centro.l American countries. ~s measurcd by the averaee 
yearly wholesale price index (the only continuous price indico.tor 
o.vailable in Costa Rica) in:flation increased from an annual rate of 
4% in 1969 to 6.5% in both 1970 and 1971. The o.ccelcration stemmed 
almost entirely from the price behavior of domestic coods and mny 
have been spurred by the liberal credit policy pursucd in thof,C Y0n.rs. 
In 1972 pricer. of imported goods o.ccelerated sharply to fl ra.te of 
7.5% po.rtially as a result of the effective devaluatJon of the colon. 
Although pric1J increases for domeztic !~()od:~ ,rere beld to 1"))1" tJ:ec;vcr
nil index jr. 1<)72 rose ').5%. In 1973 the dtuation deteriorated 
rapidly anti by:,he end of the third Cj1wrter the rate oj' incrc<l~e 
rcached 16~~. i'reliminary estimo.tes for tile rate l,fi nc:rea:~(! in 1'1'(11 
ranse as hir;h as 3C1ij. 

The crucial question i::; hmr will the Costa Rican economy respond 
to this rat(> of inflation nnd hoI'! will it o.ffect the economic environ
ment in wmcL ·i:.he lonn will be disbursed. Price increo.ses attribut.. 
able to the enerr;y crisis and the devaluation of the colon llrc nOH for 
the most part "':Jchind us. Hence, these tvlO p"'es!:mre points should be 
ailevicted as theze forces expend themselvcs. Next, the prices of 
importnnt export products have also risen cn01W)l to partly offset the 

!:l Still, def'icit financing of the budget seems unavoidable for the 
GOCR, eS?ecially with major salo.ry increases to be added to the 
budget in mid-1974. 
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increased pricc[; of imported goods. Co::;ta Hi ca' s t~nnn of t.ro,df' hnvf' 
deteriorated l',yer Lll!' In."t four years a:~ tl1p v~l.luC" (,f rO[j1.a Ri c:1J1 ey.
ports hn:; i nCTclt::ed 1)1~0 while the value oi' br(lrL~; lin:; ri "en h:r ?~),r;'. 

On tIle r.el,:ative [;j de, the country j;; not nccu::;tnmcd!..o 'inflo:U '~'!1 
and doc" not rlave e~:tll.l'lished mechani!>rn:; fr,1' den.linl', \Ii-Ll! .i.t (('.t:. 
variahle intere::a, rate" and we.£e ap;:reC'!11cnt:; ".;1 'til eccalnt.or clause:;). 
Inflation tends to hit hardcst those Groups who have the lcast bar
ga ining power i. e. 'da,.:-;e earners and tte urban nnd rural poor. 'I'o the 
extent thlt.t tll('!:',e di c,tort ions result in strj l~c~ nr coclnl prohlem~, 
one can anticipate an adverse effect on overall outputs and r~rOYrth 

rates. Further [;ubstantial wage incl'(.>ases to rr:od0.rate social pro
blems; way sc-c off an even ereatc~ inflationary spi:ral which would 
tat\C years tC' run its course. 

The effect of inflation on our target mun is dill difficult to 
nsses.:> with a'/Rilable data, but the bull~ of the e"(idence indi cates 
that it will not bc helJ!:f'ul. 'l'he prospects suggest that crop price::; 
probably will not keC]! pace with thc cost of imported materials the 
farmers need. From 1973 t.o 1971~ oeM prices increased 27%, corn 
prices were up 1l40J0, and rice :increased 31~t However, these compare 
poorly with a '(5~:) increasc j n fcrt ili:~er cosb and a doublinc of 
mnchinery costs. Further, the D1F edirnates thnt the \-,holesale price 
index for domestically produced r,oods ro[;e 21l0J0 in 1973. A study done 
by Academia de Centro Americo., a local consultinr, finn, indicates 
that the pr:;'c=s of aD. goods conm.lIned by medium and low income con
sumers in the r1eseta Centrnl increased by 11% in 1973. 

AlthouGh thece data are not concludve, it i:::; likely that (Jur 
target man has been under prcs[;ure to keep pace with larr,er and more 
efficil:nt far.n entrepreneurs. However, to the extent he is a wace 
ea.rner, there is evidence indicatinr, he is a loser, since \-'ages have 
not kept pace \-Qth increases in C00tS. TIle followinr, chart, prepored 
by Academia, indicates that there i[; a growine gap between the in
crease in prices paid by medium and 10\01 income families and the in
crease in the minimum wage typically received by the same croup. 
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~alnries/Price Relationship 

SaJ.ary 	Index Price Index 

1961J / 66 	 100 100 

1966/6r. 	 105 10'/ 

1968/70 	 liO 121, 

1970/72 	 123 111~ 

1972/711 	 127 N.A. 

Source: Academia de Centro America 

Note: 	 Salaries are the leGal minimum for farm laborers :i.n 
co~ee, banana and cattle industries. 

3. }:rrl'lation Prospect:> for 1974 and Beyond 

The prospects for a return to relative price stability 
are not encouraeing. With the current rate running as high as 30% 
and a new government taking office (new governments in Costa Rica 
have a history of starting with a big splash) one could safely project 
continued pressure on prices stenunine from treasury borrowing through 
the remaindE"r of 1971~ and into 1975. One key indicator to vlatch ,·rill 
be the extent of conunercial borrO"lofinGs by the new GOCR. Although the 
external deb~ ~icture is still a manaeeable one, debt maturities have 
been shortened with some significant repayments to occur in the 1975
1980 period. 

'l'here vrill also be pressure on vrar:es and this will ta~e time to 
work i tG way thrmlL:h the system. Unless the hn.lance of payr.lents i;; 

kept under (~ont:col there could be another defacto devaluation which 
would set eff another spiral of price increases. Because Costa Rica 
is a very oren economy (imports equivalent to 42"/0 of GNP in 1973), 
price increases in traded conunodities would be quiclrJ.y translated 
into domestic p1:'icc increases. In the final analysis, one is forced 
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to conclude that inflation will not subside for several years. costa 
Rica's ability to weather the stonn will depend on how quickly she 
can accelera~e production to more than make up for the inflation, 
and how its leaders nnd planners cope with recent internal monetary, 
fiscal, and wage problems. 

C... Problems and Issues Related to the 101lJ1 

1. ~;yment & Migration 

According to the recently released national plan (Diar;
nestico, p. 69 ff) the growth of employment in the last decade vIas 
genera.lly favorable. Expansion of u.gricu1.tural employment, especially 
in bananas, helped forestall migration to the cities '....hich would be 
expected since the long run growth in aericultural employment of 2. '4) 
is much less than the growth of the rural population. Conversely, 
the annual growth of manufacturing employment was 5. cfo compa.red to 
the 3.5% increase in the labor force. However, in recent years there 
have been ~om(: disturbing developments due to changes in patterns 
of cultivation. In IlJ1 outlying province (OUanacaste) the 1973 census 
revealed that about 10% of the economically active popula.tion was un
employed due to the SUbstitution of cattle crazing for labor inten
sive grain and cotton production. Indications are that this trend 
is continu~lg with higher meat ?rices inducing land holders to get 
out of the labor intensive dairy business and into the beef business. 
Although a rccnnt Crop in the U.S. export price may slow this move
ment, the rural unemployment and consequent pressure on urban areas 
are problems which the proposed loan intends to address. 

Although hard data upon which to assess the employment and mi~a
tion effects ~e not yet available, the 1974-1978 Development Plan 
hopes to have the aGricultural sector provide 22,961 jobs between 1973 
IlJ1d 1978J or an annual rate of about equal to the 2. '4 rate recorded 
between 1963 end 1972 (Table 9 of strateGY and Table 26 of Diagnestico). 
To maintain this Growth rate will require sicnificant increases in 
agricultural sector investment and output and it is to this end which 
the proposed loan \nil rontribute. 

A related D.spect, but more difficult to analyze, is the effect 
of the loan on urbon/rural migration. Althour;h it is probably not 
desirable to stop internal migration ,.,hich accompanies development 
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a..1Jnost everywhere, the loan aims at rntionalizine th:is movement by: 
(a) placinp, en~hnsis on rural town infrastructure development to 
improve the cl'!vironment of municipalities in predominately rurnJ. 
areas. This will tend to keep pressure off of the capital, as more 
sUl"plu3 labol' moves to urban areas closer to home "'hich can provide 
the same a'11~nities as tbe ''big city", i.e. roads, water, electricity, 
etc. (b) It will 3low the mieration procens h:/ providine; on-the
farm emploYMent for at least some of the increane in rural population; 
(c) by encouraginG the location of ar,ro-industrilll activities in 
rural municipalities it will provide non-farm employment in areas 
outside the capital for Gome of the surplus In[)Ol" di sCllssed in (a) 
above. 

~~. Income Distribution 

Clor:ely related to the cmplo~fJ:lCnt qucr:tiC'n i3 the impact 
of the loan on income (U ::;tribution. PJ.-LlIouc:h income eLi strib1.ltion 
data is in,!omplete it Gives a cleEll' Ilicture of t.he ",ide and probably 
c;rmvine disparity between incomes in the urban and rura.l sectors. 
Data in the National Plan (TD.ble 2d of Diar,no::;tico) indicate::; that 
country-wide, the IJarticipation of the poore::;t 20% of the popula.tion 
in family incom0 fell from 6cf, in 1961 to 5.4'1, in lC)71. 'I'he propor
tion received fly the richest 2C'f'/a also fell (from GCfJjJ to 5CfJh), "'hile 
that of the midOle 6C1'/a increased from 31~ to hh%. Also, for any Givc.>n 
percentile vOtIp the income in trw San Jose metropolitan area is 
twice that of the rural area (::;ee Cuadro No. 10 -- Llmite de Clasc). 
Available pl"od-,.;.ctivity data tend to support thc n.larminc;ly 101'1 pro
c.uct.ivity of the :L"Ul'al sector. In 1973, the D.veraf,e output of an 
employed wo:r'keri;: the agricultu:cnl sector ,'ms 5,Cj 11fl cnlones (1960 
prices) ''lhlie his counterpart in the manufacturing sector produced 
16,671 colones in oUi..-put (Table 7 of Strate(~r). To narrOV1 the r,o.p 
between' the income of the urbnn and rUTaJ. ",orl~cr a:-; Hell as between 
small and lare;er farmers is one of the major objective::; of the ar,ri
cultul'll.l st:cntei':Y as articulated in the lCj71~-1~17{3 National Plan (::;ee 
pa,<je 1 in P:codt:ctive Sectors). By increasine; both the productivity 
OI~ ~;hc :tmmer and of the l"'.lral sector in r,enera.l, the proposed loan 
"'ill support the Plan's objectives of raisinc; rural incomes. Further 
by incrcasinL~ the ct:i.3pl!rsal of marketjnr.: and processinc; activities, 
the loan also Il:ims at providing p.mployrr.cnt opportuniti es in rurnl 
n.reas. 
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3. Debt Service Capacity 

The loan being proposed will be for $7.9 million, re
payable in 40 years including a lO-year p,race period with an interest 
rate of '2!t during the grace period and 3~~ thereafter. Asstmlinr; a 
three year disbursemL:nt schedule, this "lOuld mean that the debt re
payment requirements for the loan Vlould be $52,000 in CY 1975, 
$104, 000 in cr 1976 and $156) 000 for each yea:r from CY 1977 throuc;h 
CY 1984. In 1985 smortization payments ,vould ber,in which would in
crease the anr.ual requir~nent to about $400,000. '£he issue, thus, 
is the effect of these payments or.. Costa Rica's debt carryinc; capac
i ty. Accordint~ to the ll.{F, outstandi!1( externa..l :public sector debt 2:1 
rose rapidly from $146 million in 1968 to an estimated $~)7.0 mil
lion at the end of 1973. Becirud:w in 1()71 the maturity structure 
of the d.ebt began to deteriorf~t('. ;:'\~1'o:rc 1970, over 8Cf'/a of the dcl.lt 
had maturj ties exceeding 10 year:.. 'This ratio feU to 7lf% in 1972 
and was expected to fa:J. to 6B~~ '~:I Fi'f3. Stated differently, about 
half ($143 million) of t.he pub,"!, ~ t' Hcbt outstnnding at the end of 1973 
had to be repaid within the :fc,..'::'O',.,rinc; five years. The average inter
est rate on th-= debt is olf;r, .!'isinr;, from about 510 during the 196f3-72 
period to abont 6.5% in 1973. In summary, a.~ a result of higher 
interest rat3s, commissions on 1mdisbursed loans, and shorter matu~ 
rities, Costu Rica's debt service payments were cstimated to have 
risen by 66% behlCcn 1968 and 1973, '''ith most of thc increase oc
curing during the la:;t two year". In:;pite of thi s p:rowth the debt 
service burdp.n hl'cs remained at D. man3.,'3eable level and absorbed lh. 5% 
of receipts of t?;oods and scrviCe!S exported in 1973 (about $62.3 mil
lion) do"m 30meHhat from the 1'11, fir:tU'e in 1968 llnd 15.5% in 190. 

In vic',.,r of the a.bovc, tl1c vPX"J smal.l l)llyment" on the propoGcd 
loan over the next 1'ive years Ifill havc a ncr.;lic;ible effect on the 
debt servicing burden. In fact, bccauGc the loan carries a 10H intcr
est rate, a 10 year Grace pe:ci.oci, and '1 long repayment term, it HUl 
actua..lly improve the matUl'H.y structure of the debt. 

J~ • Countcr;Part re'luj.rel11ents and thc GOeR Budget 

The proposed loan will require local currency counter
part financing of 61 milli on colone ::; (q, 7 • 10million) over the three 

~ Public Gector and government cuaranteed debt. 
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year project, or about 20 million colones annually. Although the 
details of pu~lic sector financing during the period of the Nati~nal 
Developnent Plan are not available, it fs estimated that revenues of 
the Central Government (IMF definition) were about 2,400 million 
colones in 1973, more than a 25% increase over 1972. Although ex
penditures registered a similar increase, the prospects are for a 
continued jncrease in revenues in 1974 and beyond which will main
tain a deficit but manageable budget. Since the counterpart require
ment for thi5 loan is such an insignificant part of public sector re
venue, and since the agricultural sector enjoys such high pri~rity 
in the 1974-1978 national plan we foresee that the GOCR will be will
ing to provide all necessary counterpart financing, although pre
ference will be given to alternatives other than from already strained 
Central r~vern~ent resources. 
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m. AGRICULTURAL SECTOR OVERVIEW 

As shown in the following table output of the principal agricultural crop 
and livestock products has maintained a steady rate of growth although gen
erally, this ~rowth haH Lwen attributablc to commercial export crops and the 
beef cattle industry. 

VALUE OF AGRICULTURAL PHODUCTION 

(Millions of Colones) 


(Constant 1965 Prices) 


1967 1968 1969 1970 1971 1972 

Coffee 379 351 404 366 426 373 

Bananas 220 312 396 454 497 535 

Sugar 68 71 86 86 88 91 

Beef 162 176 188' 193 213 228 

Cotton 15 11 5 1 

Tobacco 7 7 6 7 8 8 

Beans 17 12 17 11 7 6 

Corn 37 37 35 20 22 18 

Rice 69 73 61 64 74 63 

Hogs 17 18 29 24 24 24 

Milk 136 142 149 185 188 192 

Eggs 62 66 70 92 100 108 

Source: Central Bank of Costa Rica. 

Even though there has been substantial growth in the industrial, com
mc,'eial and service sectors of the economy, agriculture is still the "key
stone" of the COElt..1. Rican economy. The agricultural sector alone provides 
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employment for half the labor force and earns about 75% of the foreign ex
change. Much of the activity in other sectors relates to agricultural pro
duction or th~ processing and marketing of agricultural commodities. 

During tho period 1968-73, the average annual increase in the gross 
value of agricultural production, was 9.3% when measured in current colo
~. According to preliminary estimates for 1973, the increase over 
1972 Wd.S 13% as compared to the 1971-72 increase of 18% which was due to 
the sharp recovery of prices of bananas and coffec. Even when these figures 
are examined in terms of consta.nt dollar values, the 1972-73 growth rate is 
a respectable 6%. However, much of that rapid growth has been derived 
from the major export commodities: coffee, bananas, beef, and sugar. 

Coffee wa~ the leading export commodity, closely followed by bananas, 
until 1971 when the banpna "boom" pushed that crop into first place. Then, 
upward movement in world markets for beef and sugar created conditions 
under which Costa Rica expanded the number ~f its basic export commodities 
to four from its previous reliance on just coffee and bananas. The value of 
exports for 1973 was reported by the GOCR to be $340.2 million. About 71% 
of the total consisted of four major export crops as follows: coffee $92.8 
million, bananas $93.8 million, beef $38.9 million and sugar $17.5 million. 

This concentration of growth in the export sector has been a mixed 
blessing. Althocgh increased production and marketing of export commo
dities creates many job opportunities and provides needed foreign exchange, 
and even though a large proportion of the sugar and coffee are produced by 
small farmers, it is primarily the larger farmers who are the prinCipal 
entreprent::~T'B and the major direct beneficiaries of growth in the sector. 

Small farmers producing for domestic consumption mostly use tradi
tional production methods and havc correspondingly less access; to credit, 
technical assistance and efficient markets. Although small farm operators 
have traditionally pr:oduccd basic grains, thc production of basic grains, 
which was Virtually sufficient to meet domestic requirements untU 1967, has 
decreased in recent years, caused in part by advcrse weather conditions, 
but also by shifts Lo other crops which offer bettcr income prospects in view 
of relatively high Costa Rican labor costs. Deficits in basic grains with the 
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exception of rict' arc made up by imports, principally from CACM neighborH, 
who have comparative adv~U1Lage particularly in the pl'Oduction of corn and 
beans. Th0 gradual shift of small farm prmluction to diversified crops has 
been inhibited by marketing problems. Thus, perishable commodities for 
the domestic market are some times in oversupply and some times scarce 
indicating the need for market organization to respond effectively to general
ly increasing domestic demand resulting from population growth and in
creasing per capita income. 

The inefficiencies in production of food for the domestic market con
tribute to the continuation of the uneven distribution to the rural areas of the 
benefits of overall economic growth. 

The l1atural trend for the future will be to continue the dichotomy 
between the export-oliented and the domestic-oriented producers. Never
theless, GOCR fJl'ogl'ams :md policies acc aimed at providing conditions which 
will induce private cnterprise to further diversify the production and sale of 
ex-port commodities, at the same time that morc favorable conditions are 
created for small farm operators who produce mainly for the domestic 
market. 

The need to maintain foreign exchange earning'S wltich are so 
heavily dependent on the export of traditional commodities to world markets 
will cause the GOCR to continue to give high priority to this ag'ricultul'al sub
sector. A sc~ond priority faCing the GOCR is the need to increase the effi
ciency of production and distribution of food for the domestic market. Sup
plies of fruits, veget.'lbles, and staple foods are frequently not in consonance 
with demand. In contrast, the competition of international markets for beef 
haR created shonages of bpef and milk in the domestic market which the 
~overnnwl1t hal" not yet been able to resolve. The ('ffects of this problem 
h:we caused publie institutions increasingly to be callcd upon to mediate 
between producers and consumel'S, to walk that "tightrope" of action and 
policy in the marketing system which tries to establish equitable prices for 
essential commoditif's. 

In addition, GOCR policies and programs will have to be de
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signed to solve the problems posed by the challenges of exotic diseases and 
parasites. Private enterprise must depend upon the public agencies to 
detect, contain and eliminate thesetlreats to production and commerce. The 
Government must also have a response capability to alleviate problems 
caused by natural disasters: flood, drought, earthquake, etc. 

B. .E1£onomic Factors 

Traditional production of commodities for the domestic market 
by small farm operators means low productivity, low income and low 
standards of Hving in rural a:reas. The capacity of this group of farmers to 
contribute to agricultural production and share in the growth of the economy 
is highly de~endent upon the public institutional capacity to encourage and 
support them, and to provide them with conditions comparable to those 
available to the larger farmers wpo produce and market coffee, bananas, 
sugar and beef. Principal among these conditions are: access to credit, 
to technical assistance, to production inputs and to efficient competitive 
markets. 

1. Credit 

Approximately 50% of credit outstanding is related to 
agriculture. At the end of August 1970 agricultural credit outstanding stood 
at C'/t599, 5 million, all increase of 14% over the previous year. This expan
sion continuecl. during 1971 to reach a total of C'/t786. 3 million or an in
crease of 31%. This high rate of credit expansion occured in other sectors 
of the economy as well which forced the GOCR to reduce the rate of growth 
of agricultural cl'edit to 10%. At the end of August 1973 (lastest available 
data) agricultl~ral credit outstanding stood at (/tl, 033. 2 million, or an in
crease of 18% over the previous year. The following table illust.rates the 
rapid overall growth of agricultural credit and highlights the increasing 
proportion of total crcdit being devoted to livestock. While total crop 
credit has grown slightly over 23% in the last four yeurs, livestock credit 
has increased by nearly 144%. Of total crop credit, coffee alone accounts 
for 42%, with the bulk of the remainder accounted for by bananas, sugar m.d 
rice. 

UNCLASSIFIED 



- 26 -	 UNCLASSIFIEG 

COSTA ruc~_- N~Jl01'iAL BANIg~G ~YSTE~ 
(Lo~l.ns outstanding on Aug. 31, in millions of current colones) 

1970 1971 1972 1973 

Total Credit 	 1,114.3 1,500.7 1,751.9 2,035.9 

Agricultural Credit 	 599.5 786.3 871.4 1,033.2 

Crops 	 353.8 432.8 430.1 433.8 

Livestock 	 245.7 353.5 441. 3 599.4 

S,:>urce: 	 Banco Central de Costa Rica--Cr~dito--Y-9~.;mtas_Monetarias. Aug. 
1973, page 10. 

2. TecEni~al Assistanc~ 

The provision of technical as~istance to small farm 0;1

erators requires: (1) the existence of a "package" of technology suitahlc 
for use by small farmers, which will result in a high return to capital invest
ment. The package should take into account the amount and type of power 
available to the farmer in relation to the amount and characteristics of his 
land resources, the most probable market conditions at the time the crop is 
ready for har~est, the effects on soil conservation, and the degree of risk 
involved in production, harvesting and marketing, and (2) an efficient deliv
ery system. 

The Ministry of Agriculture Research Division has to 
provide and maintain a relevant package of production technology for a wide 
range of crop and Livestock enterprises to provide a reliable flow of informa
tion to e)o.tension agents, banks and other sector agencies. Market special
ists must attain the capability of accurate prediction of market conditions and 
keep sector agencies informed. Extensionists have to organize farmers into 
groups so they can be effective producers. 

The larger, export-oriented, commercial farmers seek 
out and develop this information on their own initiative. The public sector 
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has to take the initiative to provide these advantages to the' HmaJ] ral'IlWI'H 
because thl'!Y are not "self-starters" . 

Small farmers, organized in cooperative groups, can 
better assure thomsclves of Fln adequate supply of the proper production in
puts at appropriate times by combining their individual purchasing power. 
Although therc arc some areas which are not adequately sl,pplied, in general 
cssential production inputs arc available in Costa Rica, with the exception of 
improved sends and animal fccd concentrates. Effective extension work 
plus c cedit :J vail ability could inc rease the effective dcmand for modern pro
duction inputs to the point where temporary shortages of agricultural chem
icals would txist until agro-industry could rcspond by increasing production, 
by imports, or by re-direction of existing supplics. 

4. Markets 

The primary characteristic of th(' Costa Rican domestic 
market for agri~ultural products is its small size complicated by its region
al focus. The government is begiming movereome these problems in b~H;ic 
grains through the stabilization program. However, bank and Ministry of 
Agriculture personnel need to have reliable estimates of market demand and 
production intentions, so that small farmer groups can be motivated to 
produce the commodities which have the least market risk. Development of 
a national whole~:lJc marketing system for fruits and vegetables should 
stabiiize domestic market concHtions and pennit expansion of production of 
relatively perishahle commodities fol' export diversification. The recent 
PIMA (Integrated Agricultural Marketing P l'OjCCt) study of agricultural 
marketing elaborates on the significance of these factors in the sector, and 
is the basis for future development of Costa lUcan marketillg policy. 

Small farmers who use traditional methods are underem
ployed in many cases because climate, soils and rainfall limit them to one 
crop per year in a cycle which takes six months or less to complete. This 
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is particularly true of basic grains and coffee farmers. More intensive 
traditional crops such as bananas and sugar, however, are full-time em
ployers. In any event, seasonal variations and the significant under utiliza
tion of many farms represent an underemployment pattcm which can largely 
be alleviated ~y the introduction of animal production or the addition of more 
intensive crops such as fruits and vegetables. The salient characteristic of 
these alterl~atives is that they utilize crop residues or peripheral land which 
otherwise is wasted. These additional investments also :ire attractive in 
helping to spread the production and marketing risks entailed by single erop 
enterprise. In some cases, these 2.ltemative investmentR \vill replace the 
traditional cr.Jps once farnH.'rs have efficiently introduced them. For Costa 
Rica, this may occur most significantly as alternatives to basic grains and 
low quality coffee farms. 

EmploYllIent should be stimulated by multi-purpose farms 

where planting and hal'Vcst I·wasons do not eoineide. At the same time, 

improved farm technology which provides higher returns to labor already 

employed should attract additional farm employment. 


G. Income Distribution 

The hypothesis behind much of the AID-supported GOCR 

efforts in the sr.lall farm sub-sector has been that public institutional as

sistance, to make small farm operators more productive and to provide 

them with a fair bargaining position in the market place, should result in a 

more equitable distribution of income in thl' rural areas. 


C. Outlook 

The potential for Costa Rican agriculture is bright. Livestock 
and exportable fruits and vegetables hold great promise given their income 
potential, the education level and receptive-to-change attitude of small 
farmers and favorable climatic conditions. Over the long haul Costa Rica 
will need to stress diversified farm investments since it fits the country's 
most likely futur e trading' patte rn and reflects the high cost of production 
3Jld consequent high grain prices vis-a-vis its CACM partners. Neverthe
.less, the transformation of traditional agriculture will require patience and 
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perseverance and will necessitate continued production of basic gTains until 
the viability of morl) intensive crops and animal operations is demo~strated. 
To support this strateg'y, the GOeR will neeLl to concentrate its ene rgy on 
improving marketing channels, on farm technical services, farm organiza
tion, and credit availability. 

The Agcieultural Development Program, which started in 1971, 
has taken the initial steps required to modify traditional structures so that 
public services can b~ provided more effectively and equitably in rural 
communities. Progress has included: the establishment of the National 
Agricultural C0uncil (CAN) und 3ix cooperating regional councils where 
sector agendes can identify agricultural investments and coordinate agri
cultural and rural development programs; the regionalization of Ministry of 
Agriculture extension and research services; the expansion of credit to small 
farm operators and cooperatives to include many new b:>rrowLrs; greater 
use of crop inHurance and commodity price stabilization programs to reduce 
production risks; land titling to enh~mce Lhe security of land tenure for 
small farm operators; the enactment of a series of laws related to land 
tenure and titling, grain and seed quality and coop8rative organization; and 
the expansion of training of middle management agricultural technicians. 

The Agricultural Development P l'ogram IMs created a national 
conCCllSU S on ru l'al needs, and the sccto r'~; impo rtance to national develop
ment which i:1cludcs incC'ntivcs ancl resources which arc required to mobilize 
effort. The GOeR, however, recogl1izes the deep-seated problems in carry
ing out l'ural morlel'lti~ation; that what has occurred so far is only ~. beginning. 
There are nagG"ing- coordination problems within and between sC'ctoral insti
tutions, and efficient programs -- from applied research to production and 
farm income increases -- arc not yet ftmctionin~ properly. The regional 
orientation to af~rieultural investment. decision-making also is in its form
ative stage with major implementationul changes still to come. 

The mont difficult task which faces agricultural sector agencies 
is to learn how to work together towards establishing and achieving common 
goals. Human and financial resources arc increasingly available to this end, 
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although much more will need to be done to mobilize sufficient efforts. The 
CAN, its Secretariat and regional councils have been operational for about 
two years. T:ll'ough its influence on the planning and evaluat ion process in 
the implementation of the Ag ricultural Development Program, financed by 
the AID loan, it ha~ b:~ell able to achieve a degTt'l' or suecess. It does not 
yet have all the legal ba~i:." technical skill, nor influence to achieve its full 
purpose; but i~ i~ ~aining- prestige and managerial ability. 

~nstitutions withi.n the sector run the gamut from efficient and 
well-financed to poorly orgallized Pond archaic structures in urgent need of 
overhaul or elimination. Most appear to be conscientious and willing to 
modernize operations; at the same time, many lack managerial talent and 
are unahle to respond to simple requests fol' cooperation. The overhaul and 
modern methodology process, nevertheles:>, h1.s begun. 

AID and GOCR objectives and priorities have coincided at the 
point where public institutions need to provide cncourJ.gement and support to 
small farm operators to inel'ease their productivity and their relative share 
in social and economic progress; and to accomplish the efficient production 
and distribution of food for the domestic market. Larger commercial enter
prises and private sector agro-industrial initiative have been vigorous con
tributors to the sector's health and are largely assisted by the IFI's. 

Th2 AID program seeks institutional reform and reorganization 
combined witr. improved management of resources. The reasoning is that 
better managed and coordinated institutions will be capable of sector analy
sis, establishing production goals, planning production programs and pro
viding essential services. We are concerned with the GOCH. ability to adapt 
to changing conditions as they occur. Therefore, specific commodity produc
tion goals are set by the GOCR and have not b~~en expressed as specific AlD 
program objectives. 

From :l longcl'-r:mge standpoint, the program r8cognizes the 
importance of sustaining rural employment and creating alternatives to 
migration to meLl'Opolit..:l11 areas until such time as major cities can handle 
the inexorable trend toward urban living, which for Costa Rica is, perhaps, 
6-8 years off as a significant occurrence. The GOCR capability to provide 
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necessary services ;uld stimulus to farm production and income will largely 
determine the succe ss of the prog-ram. Critical to its chances for success 
will be the development of alternatives to basic grains production, which, 
for the most part, is no longer a reasonable focus for most small farmers. 
Increased livestock utilization and more intensive, if not exotic, crops 
appear to have potential. 

The Agricultural Development Program, bebJ1.1n in' 1970 contains 
seven coordinated, complementary and distinct projects: Agricultural 
Services, Agricultural Education, Credit, Cooperatives, Marketing, Land 
Tenure and Community Organization/Municipal Development. Although 
these projects were designed with the small farmer in mind, and indeed 
some of them (e. g. Credit, Cooperatives, Marketing, Land Tenure) benefit 
the target group exclusively, the entire agricultural sector is the beneficiary 
of the program because the remainder of the projects do not have discr~m
inate effects. 

The process of education of and assistance to the small farm 
operator should lead to: (1) a change from traditional to modern production 
techniques i.e the production of basic gTain crops to obtain higher yields, 
and therefore a bettcr return for his labor; (2) appropriate diversification 
into other crop and livestock enterprises which utilize land and labor more 
intensively than basic grain cropl:i; (3) a reduction in the risk of production 
by crop insurance to protect his investment against individually unavoidable 
h..'lz3.rds, by price stabilization to assure hi m [( minimum price for his 
produce, and by water control to reduce wcather risks from drought or 
flooding and to facilit.'lte intensive land ut.i1ization; (4) modifications in the 
marketing system to c reate a fair bargaininl~ position in the sale of produce; 
and (5) organizaUon to take part in community political processes to assure 
participation ill 111<' iJ('ncflLH of social and ('col1omic progreSH. 

The UOCH hal:) adopted this small farmer program as its 
prinCipal cffort in the I:)ccLor, consistent with its populist focus and concern 
for the "little guy". This priority interest is being sustained by new ad
ministration. The 1974-1978 National Development Plan gives top priority 
to the agricultural sector especially the need to close the gap between Costa 
Rica's "Haves" and "Have Nots" . 
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IV. BACKGROUND: 

This proposed loan package is a continuation and slrengthening 
of a sector loan program (515-L-022) authorized in 1970, and should be ana
lyzed consiste;1t with the planning and implementation of that program to date. 

1 . ~rogram Development 

The Costa Rican Agricultural Development Program 
(ADP) , supported by AID Loan 51G-L-022, was generated over a one-year 
period of intensive stuely of the agricultural sector by a group of Costa Ric3.n 
and U. S. economists. agriculturists. program planners and managers. This 
group reviewed existing- studies of many aspeClS of the agl'icultural sector 
and com,miss;oned additional studies and reviews by other Costa Rican pro
fessionals. In the iJrO;':CBS. the gcollp becarne acquainted with the strengths 
and weaknesses of the rural sector and its social org-ani:lation and with the 
institutions which serve it. It ellcountered a statistical base inadequate for 
rigorous analysis and, generally, uneven performance and inequities among 
sector progr~ms, institutions :l.nd .1gricultural producers. Forced by circum
stances to perform an :l.ssessment rather than an analysis, th e group was still 
able to arrive at a reasonable consensus on targets, priorities and prol"rrams. 

In their assessment, the group concluded that the sector, led by a 
strong export cumponent, was growing strongly. However, small farmers 
who produced largely for the domestic market were making very limited 
progress. Cem:ralized policy-making. program planning and direction tended 
to favor the more affluent and influential fanners, who were also less de
pendent on public services for delivery of information, L:'lrm assistance and 
technical inputs required for efficient production at the farm level. In order 
for the small farmer to participate effectively ill the growth of the sector he 
rb]uired more efi"ective g"llidance on modern technology and management 
methods and better access to credit. productive inj1uts, problem solving serv
iceH, mal'kt'l information, transportation and reliable marJwt conditions. 
This also required sLrenp;lhcnl.1g· Lhe perforrnance of the public institutions 
on which he must l'cly for these elements. emphasizing their restructuring 
and decentralizntior to make them more accessible and more responsive in 
delivering' their services to the small farmer. 
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The program which emerged from this assessment sought selective 
improvement ,,1' ~~ector institutions 'NitPin these guidelines in accordance with 
their significance, potential, absoq)Uve capacity and interest. Th e packag'e 
of projects that made up the initial program had to cope with a highly complex 
set of eonclltlOns and relationshIps which had developed over time. The pro
gTam included a 11 of the primary agencies essential to small farm develop
ment, coordinated centrally, but recognizing a high degTee (){ variability 
among them in interest and cap<l city. Some institutions needed to oJ)en t.hem
selves to col1nboration with others, while a few basically needed an infusion 
of capital. l)rcgram plans :<nd recommended approachcs for some high pri
orityareas, c, ~~, , market ;!I,';, ,':1'1'(' 11ut sufficiG!1tly dc.relopcd, while other 
desirable but Il)lI'er-pl'lC,l'1ty j)1'O" ,'ams wer~ ready to go. In rnosl cases, the 
objective wa~~ :0 make an cxisting jIWtitUtiOll more effective by providing re
sources and creatinl~ [;ll'uclm'c.s nnd 3.ttitlldes which would permit more ef
fective operalic)lls. j\'('\·(!rthde~~s, in;, f',,,.\, cases, 11CW instit.utions were 
created. Ti1t-' l'l'mtl t I,\'a~, a col1c'et iO;1 ·)f SlxtCl'fl different activities, executed 
by seven sedoJ' iast l~l!Li(ln~, all of which which were independently managed 
but loos~ly coordinateci through theil' part.i.~ipati; n in the National Ag:ricultural 
Council nne! a n~tworl\ of :-:ix Heg-iona1 AgTicllltunl Councils, 

___ .. St atue,~. _.p),o .. 1 !''l'~: ________ rn • 

The A!';i'lClIltllj';d IJc.ovdojJm~nt. P"d/,!,Tam was nuthorized 
by AID on fl/30/7U and ntified by the 1.e[.';il)l,,'i\'(' t\~s~~mbl'y on 12/3/70. 
Conditions pre(;cdpll\ [0 di:31111l'sernellt were ml'f. on :1/1Gj'; 1. As of April 30, 
1974. $8,517,11'/ (:):~;~) had been dif-:lJut'scd. l'ilcre are no .1pp:ll'ent prohlcms 
which prc\'L'n:,t'mainin!T. .iishlll·:-;;('nH.'nt~ to 0(1 Ill' :l8 plal1lwd during 1~)74-H.)7!}. 

We expc.'ct disbul'~jern CIl!. lor s ..)Jnc ,\ ( ~ ~"itieB to c\)lltinll(~ thrullgh 1975. 
Two Aetivitie~ arc primarily I'f'SI)I)Ilsiblc for ihis delayed disbursement: (1) 
funds could not bc disbursed fill' CNP grail, h'lmUing cquipmellt and seed 
proccs8ing plnnt. cons~cudion unti] cOlllplcti:}i 1 ;~;1d review of an extensive 
manngcmcnt swdr of CKl' U t lel'.ltions. :md (:';) almost two 'ye~lrs passed before 
a S:ltisfactory t(('l',llical assistance L:olllr;tl't. ",'iI~) negotiated by the Univcrsity 
of Cotlta Ilk". 

At thit: point P)'()j pets call l>',' ~.r()ulJ(',i into three e:ll.eJorics; 

lllvcslm '-~Ilt P rogTanJ Essentially CompJ cled. These projects 
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are operatiol'.al and require no further AID capital assistance for their con
tinued contrilJution to the ADP 

Seed and Gnlin l,aboratory VCR 
Food J'echnology Laboratory VCR 
'Je~lCra.l C recUt NBS 
CNP Management Study CNP 
Agricultural Technical School (Grant funded but considered 

a vital part of the ADP pro
h'Tam) 

II. Investment Progr~lln Incomplete. No further assistance planned. 
These projects are operating tiatisfaclorily. No direct loan assistance beyond 
authorized amounts are believed at this time to be required fortheir continued 
satisfactory coutribution to the A DP. 

A h'Ticultural Education VCR 
Av,I'icultural Census DGEC 
Inccntive Guaranty Fund DNCR 
Gi~ain Handling and Pn)eessing 

Equipment CNP 
Seed Plant Con~tl'llcti()n and 

Equipment CNP 
L.l.nd TItling ITCO 
Land Sale Guaranty Fund ITCO 
8')Jl11111mity Dt'velopment DINA DECO 

Ill. rnvcs:,nH'nl Pro!-;,l'am to 1)(' Hpintol'ceil. Progress within these 
projects has IH',',) satisladol'Y. hut HhH'l' ncpds to IH' done to create the level 
and intensity ()1 impact on the rural seelol' and its smJ.ll-farmer j)opulation 
to generate tile kiud Df dpv('lopment hoped for under the ADP. 

Coordinat ion and Evaluation + CAN 
Hep;ionalization .. MAG 
Ccntrill Office • MAC; 
CO()~Jerativc Developmellt INFOCOOP 
Rural Muni c ipnl Development IFAM 

* These comprise the AgTicultural Services of Loan 025. 
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The Municipal Development program was initially proposed as a part 
of the ADP. {f,)\\'C'vel', it was segregated from the ADP by AID since a major 
new intcrmcdial.l' (,I'<,'dil institution, the Instituto da Fomento y Ascsorfu Mu
nicipal (IFAM) WUI'l I)cillg' created and its ultimate contribution to rural de
velopment W'lS uncertaill. IFAM is now an estahlished and effective institu
tion and i)lays a significant rolc in the ADP and the development of the rural 
sector. It is incorporated in the CAN and its reg'ional councils, and is also 
integrated into 1.he new marl,eting commission of the CAN. 

Thc Costa Hiea ADP was unique in its approach to agTicultural 
sector de"e1upment, in the way ~n which it was developed, in its focus on 
small fa I'm er' s \vell bein).!; rather than no tional production, in its institutional 
rather than operational orientati.on. 

These unique features 
have led to all unm:ual numher of formal ::md informal s~udies, evaluations 
and l'clatcJ t'(..'~earch efforL::;. These have included two evaluations of the 
entire pr,)g'l':l1l1 sponsored Ily CAN; an in-depth evaluation of the Ag-.cicultul'al 
Services :Ino A).!;~·icultllral Cl'edH activities siwnsored by USAID for MAG; a 
comparativl' sLudy of sector programming' apj.)roJaches (The Hutchinson Team 
Report); a tr~Hhtional audit; and a management and policy audit. I1CA, under 
an AID/W eontract, conducted a management study in 1972 which provided a 
bas~line for improved management and operations of the MAG and other 
service ag'enci~s, AITEC conducted a survey of rural and urban residents 
and community org-anizations for DINADECO, while the USAID has spons\)red 
baseline surveys ann three special regional planning resource studies. In 
additioll, a h'Tt'at manv jnspection~ hav<.' lWl'1l cf;r,ducted by AID/Wand HOCAP 
staff. 

In the flJ\al <lnalysiH, each of these l'L'dews has confirmed the validity 
of the basic prq,'Tam conccpt and accepted (some have praised) the realistic 
approach to prog-ram definition in til(' ahsene(~ of marc reliable data. The 
ahsence of specific tal'g-~ts and henchmarJ,s continues to be a source of initial 
cOllcern but all inve1'itl~at(lrs ultimately accept the USAID contention that these 
must /)(' dpfinC'd ~llld ~Jec('pt('d by Costa Rica's progTarn managers if they are 
to have validity .IS obtainahl~ objectives, Nevertheless, as a result of bench
mark data already coil ected ill1d avnilahility of basic material from the 1973 
e/'/lHUS, marl' pr(~ei He' prOjections and small farm conditions have been used 
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to design this second stage of the ADP. 

Persistent criticisms of the program revolve around the following 
pOints: (1) cor.tinued limitations of availability of quantitative material, (2) 
inability to date to measure the program impact at the farm level, (3) o.xces
sive expectations, and (4) inadequacies of available production technology. 

1. Continued Limitations on the Avai1a~i1it.Y.of_Quantitatiy~ 

Material 


This is !l.S vexatious to the USArD as to the evaluators. It 
is being overcome, but it is a long-term effort. Some of the more significant 
accomplishments include: 

- Enumeration and compilation of the 1973 census. 
- A baseline survey of small farm credit clients of the national bank

ing oystem. 
- A baseline survey of cooperative membership. 
- A comparative survey of rural and urban residents and community 

organizations. 
- A survey of farm conditions, needs and attitudes in Pacifico Sur. 
- A nationwide income and consumer survey. 
- A survey of program management characteristics in Pacifico Seeo. 
- Slow but prog-ressive improvement in institutional progress report

ing. 
- Regio11al studies of General Valley, Nicoya Peninsula and Atlantic 

Coast. 

2. Inabil!!'y_ to Measure Pl'<2ii!:'1.m Impact at the Farm Leyel 

Program management has been generally good and inputs 
have usually heen delivered in accordance with need and consistent with good 
management practice. There has been a consistent and notable improvement 
in the attitudes ·)f institutional staffs, in the capacity of these staffs to per
form, and in their willingness to collaborate with other agencies in the pro
gTam. A coordinating mechanism has been established, and planning has im
proved, but neither is functioning optimally. However, in only a few cases 
has it been posslble to measure definitive changes in individual small farmer 
well-being and attribute those changes directly to an ADP input. Whether 
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realistic attribution can ever be guaged will depend on a set of as yet un
known variables. Still, we suspect one problem, encountered in 1972, arises 
when setbacks occur and managers are leery of admitting them. This event 
was the serious drought in 1972 which caused heavy losses to small farmers 
and all but wlp~d out the significance of 1971 gains. 

It is improbable that such changes will show up in national prodlction 
statistics, since (1) small farmers make too limited contributions to these 
somewhat insensitive categories, and (2) a large amount of basic grains pro
duction does not enter the national marketing system and thereby goes W1tab'J
lated. Repetitions of the baseline surveys can demonstrate changes which 
have taken place among the more restricted client populations. Even here, 
the problem of attribution is severe, since these client populations are im
pacted by other aspects of the ADP and by non-ADP activities as well. More 
precise measurement and lttribution is possible only in a situation of rea
sonable W1iformity and traceable causality. We expect to be able to unite 
these conditions in the local pilot activities proposed under the Agricultural 
Services Project, where careful planning, close supervision and uniformity 
of identified target groups provide more promising conditions. 

3. Excessive Expectations 

Evaluations have rtveatedly called attention to the fact 
that neither the transformation process nor the intermediate institutional 
goals could be met in the near term given the disparities in capability among 
the different institutions and the size of the t.ask confronting them all. Cer
tainly, the intent of the ADP was not to achiev~ the transformation of the 
small-farm subsector in a four-year time frame, but to start a process of 
institutional transformation which would m:lke possible the longer-term goal. 
There has been som c remarkahle success in this institutional improvement, 
but major weakn~sses remain in several of the more important institutions. 
particularly in planning and managemcnt. The weakness is most pronounced 
in MAG, which h':ls the most important role to play in the program. Improving 
the performancl) of MAG is the major ncw initiative in the Agricultural 
Services Project. 

Costa Rican agricultural conditions vary wid~ly from one 
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ecological zone to another. Production systems, techniques and materials 
must be adapted to these conditions. In most production regions, and for 
most crops, the best commercial cultural practices produce yields well alY.>ve 
the averag'e, indicating ample opportunity for improvement. Even so, ex
tension agents fcequently lack adequate knowledge of the most economically 
desirable paclcages to recommend under local conditions, and are unable to 
explain adequately some of the factors which continue to limit production. 
In planning the .<\gricultural Services Project, considerable attention has been 
given to integrating region specific/commodity specific research and services 
into pilot develupment activities. 

C. Assessment 

ProgTess during the first three years of the program has 
been less than hoped for, but extraordinary, ne\'ertheless, when considering 
the positive changes which have occurred and the level at which change began. 
Some of the more significant accomplishments are the following: 

u. !nstitutional Development 

All of the agencies involved in the agricultural sector 
program have undergone significant changes in their programs and operations, 
many stimulated or made possible by the loan. Other changes in policy or 
structure, not directly related to the loan, have been made by the institution 
as it has adjusted the use of its own resources to conform with what must have 
seemed to them a desirable goal in itself: to improve its ability to serve the 
small farmer. The significance of these changes can be observed in the 
volume and accessibility of the services which these agencies now offer: 

1/70 - 12/70 7/72 - G/73 


Credit to fJmllll farml'r 
(in millions of colol1<'s) 83. 2 

Amount of (.,'1laranty of CNP 
(in millions of colones) 4.8 

Agents of DINA DECO (at end of period) 9 
Agents & Technicians of MAG 

(at end of period) 105 
Titles given by ITCO (at end ~f period) 86 

186.2 

16.4 
31 

148 
6,079 
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Access to Services 

December 1970 June 1973 

Bank Agencies 75 89 
Cooperatives with DAPC 4 30 
Agenr.ie!3 and Offices of MAG 49 72 
Agrioultural Delegations of CNP 29 44 
Com!llunity Development 

Associations 150 231 

b. CoordInation 

All parts of the cOf)rdij::~r1i)'1 structure (CAN, CARs 
and Cantonal Agricultural Committees) are no\\' jll:l:~tional. Coordination 
among the institutions is much improved, as an~ interinstitutional relation
ships. TherE IS st:j~. too gTeat a tendency to rely (.In the formal &tructure, a 
complex dive:-sity among client gl.'OUpS, and inadeq'Hlte joint planning, as 
well as diffel'ences in the capacity of individ.ml lrditutions. 

c. B.£giollflli zation 

The concept of rcgioIHi.1L~ation has heen accepted by 
aU institutions even when nut practiced euectivr; y. All of the institutions now 
acoept common regional boundaries, h:lt only th ... :\gTicultural E"irmsion 
Service, DINA DECO and !TCO have a\.hiovecl .I ;li~h degree of hieraehi;.:ation 
of their organizational structure ~tlont{ r.1'f;ion•. i ] hies. 

d, Deccntl'ai izatioli-----_._-------

The National Hankin;.:· -3yst(llTI. through its com
mercinl bunks, has made significant prl)gn'c;~. in thc: transfer of resources, 
responsibility and authority to its fie) d offieer.;. Indivjdual agents now have 
n greater degree of flexibility ...... ithin an effl~ctivc~ system of !{uldelines and 
supervision. Oth~)r institutions have demOl1Htratcd inU'rest in decentraliza
tion but have difficulty in cnrrymg thou!{h. Evml tjle MAG, which has been 
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the leader in regionalizing its extension services, has been unable to de
centrali'l.C its operaling budget, procurement function and equipment repair. 

2. Weakn('Rses 

[n :tddition to the morc generalized problems noted in the 
previous section, the following bottlenecks of the ADP can be identified: 

a. Management 

Management deficiencies in program planning, imple
mentation, control and evaluation are persistent. The importance of their re
solution is just beginning to be accepted. These deficiencies are evident through
out the sectol:', but arc partieularly noticeable in the MAG. A breakthrough 
in improved management practices by MAG, such as is sought through the 
Agricultural Services Project, should result in considerable improvement in 
MAG's performance, and with it, the performance of related agencies. 

b. Lack of Multiple Channels 

Thp value of opening up additional competitive 
channels for umali farmer credit within the national banking' system has been 
clearly demonstrated. Ha.vever, farmers still need additional competitive 
channels for credit, for technical assistance, for inputs and for product 
marketing. A multiplicity of channels expand the number of service oppor
tunities and stimulate better and more economical services. A strengthened 
cooperative movement, such as we seel< through the Cooperative Development 
Project should accelerate the process of access to channels while, at the 
same time, stimulating organizations of small-farmer groups who increas
ingly will depend on such association to compete in the m~rket place. 

c. Market Inefficiencies 

The market system is extremely ineffective in trans
mitting price, supply and demand information to producers and in collecting, 
sorting, transporting:l nel selling agricul tural produce. Three different ap
proaches ~re being' lIsed to get at this problem. First, strengthening the co
operative mov(!ment through the Cooperative Develo,)ment Project which pro
vides a. farmel-owned or!!;anizational basc for joint marketing efforts. 
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Second, the grant-funded Project for Integration of Agricultural Marke'dng 
(PIMA) provides technical assistance for planning a central market structure 
and for research on other general marketing' a.nd marketing investment strat(~
gy. Third, IFAM finances a wide variety of municipal projects (including 
improved local and regional markets) which strengthe,B municipal infra.struc
ture in rural areas to support ag'cicultural development and viable regllonl1i1 
growth. 

With th~se experience factors in mind, the USAID and GOeR begalil 
the analysis and identification of the second phase of the ADP in the sumDler 
of 1973. Of paramount consideration was the assumption that the institu
tional framev.'ork was in place, that a shift in focus to more direct assistnnce 
to the rural sector and its small farmer populaUon was now a viable obje(~tive 
which could be entertained. This assumption was reinforced by institutional 
performance during 1970-74 and a more substantial awareness of the mix of 
direct services which were most needed by small farmers. In addition, the 
program which has resulted was basically pr,epal'ed by those staffs of the 
institutions which will be primary recipients of t.he new loan, thereby better 
assuring enthusiasm and a level of commitment from the bureaucracy which 
heretofore was lacking. 
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v. PROGRAM GOALS AND ST¥'I'EGY 

The Agricultural DeveloP88nt Prorr...eek. to iacre... the 
inc~e an~i.prove the living standard of s.all far.er. b, belp
iq th_ to utilize IIOdern fan production techDi,ues and -uc.
..nt aDd 8Mrketing practices. Th.re are suffici••t .xperieaee fac 
tors to believe that saal1 far.ers will .ake rational ..~.t 
decisions and improve their well beiag if provided witb adequate 
infonation and with reasonable acce.s to credit, prodUcti.. i. 
put. and markets. Provision of tbes. ele8eDts r.quire. the 
atrenathening of services provided by public i ••titutioaa aDd fa~ 
er orcanizations. This require. (1) iacu1catinc the staff. ot 
these public institutions with a concern for ...11 far.er welfare, 
and (2) the availability of aultiple chaDDels th~h wbic~ ...11 
fa~rs aayexercise their choices f6r 100da, ••rYic•• a.d ...kets. 
Finally, these services .u.t be coordinated .uffici.ntl, to a.sure 
that all nece••ary el...nts becaae available to fa~r. i .......t. 
UIOUnts at the proper ti_. 

The b.s1c concepts, goals and strategy of the Alricultural 
De"lo~nt Procraa remain valid. Th. social aDel ec~ic ••tU.. 
of the rural sector and the charact.ristic. of its ...11 far.er. 
and rural population which led to the conceptualization of the•• 
goals and their conditions which deterained a.si.tanee .trat• ., UDder 
the ADP -- are essentially unchanaed. The loan pack... berei. pre
sented ahoul~ be seen as an extenaion and continuation of the .trat 
elY outlined in CAP AID-DLCIP-9l6, but seekinc to build on past ac= 
coaplishmonts and overcoming weak points in order to achieve the 
aaae b~ long te~ goals. 

Chapter III, BACKGROUND, summarizes the statu. of the ADP, 
the evaluatio~s and studies which have been conducted, and the pri. 
cipal acca.plishments and weaknesses in the first three ,.ars of 
program operations. USAID/Costa Rica believes that the strateg, 
utilized to date has been appropriate and realistie,aad bas result
ed in substantial progress ina~gthening the inatitutioea ..rYi., 
a.all farmers and in directing staff 0nerci~s and att..tion to such 
service, 
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At the same time, the experience under the ..mp has provided 
us with a much clearer picture of the possibilities and pitfalls 
in small farmer development programs. We have a great deal more 
knowledge of the nature and underlying causes of problems, and a 
better appreciation of the rapidity with which change may be ex 
pected to occur in concepts and administrative practices as well 
as in farmer adoption of new practices. 

The ADP is ready for the second phase of operational strategy 
and technique. The novelty of the ADP and its associated mystique 
are showing signs of wear. This negative factor is balanced by the 
more profeRsional approaches being taken by GOCR institutions to 
the ~oluti~JQ of sectoral problems. These institutions are beginn
ing to recognize tho neod to find ways to "make things happen" and 
to plan and manage for results rather than rely on a continuous ex 
pansion of resources along traditional input lines. 

USAID, in proposing this second phase of the ADP, is shift
ing its approach to meet these changing conditions without altering 
the basiC trategy of the ADP. In essence, we will encourage con
tinued self improvement by all sector institutions. All will con
tinue to be jncluded in monitoring, reporting and evaluation; but 
only a few will receive additional capital assistance. 

New AID resources will be concentrated on a limited number of 
high priority institutions whose hoped for improvement in providing 
small farmer services will sustain the mo~entum and progress ini
tiated with tho ADP. 

A. Agricultural SerVices 

Ims;rovoment of MAG's progl'LU!I planning, management and 
operations analysis will not only improve the quality and effective 
ness of its servicos, but will permit MAG to more effectively co -
ordinate the efforts of all sector institutions. The method for 
bringing about this improvement will be the development and imple
mentation of a set of carefully selected projocts which can provide 
a pattern for integratod planning and execution within MAG and which 
are SUfficiently well-focused to assure !l traceable causality of 
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their effccto. We arc primarily concerned with the need to devel
op "vertical" region-specific, cOll1lllOdity-spccific activities with 
their corregponding organizational changes which assure the avail
ability of nn appropriate technological package, the means for its 
delivery nnd the necessary supporting services, including MAG 
staff training development. We will also assist "horizontal" pro
grams, su.ch as an improved vehicle management program which will 
improve the efficiency of liAG supportive services. 

B. Ccoperll t i vo Deve lopmellt 

I.proving the capacity of farmer cooperative organizations 
will expand alternative channels for credit, technical assistance, 
inputs and marketing. The economies of scale possible through joint 
effort should iDlprove the ~conoli1ic competitiveness of slDall farmers. 
Under the A&P, assistance was provided to the cooperative movement 
in the forn of technical a~sistanct) ~ di '{"ected agricul tural product
ion credit and loans ~o individual cooperatives for invest.ent in 
their own productive enterprises. Last yoar, th~ Department of Co
operatives of the Banco Nncional de Costa Rica was spun off and re
constituted as a new private Cvoperative Institute (INFOCOOP), di
rected and controlled by the cooperative movement. 

Tho proposed program builds on past progress. It includes 
needed capital resources to be channeled through INFOCOOP to rural 
cooperatives :md their foderations. These funds will permit expan
sion of the agricult:nral production credit programs but will also 
emphasize credit for cooperative aarkctjnti facilities, feed mixing 
plants, input handling Ilud 5ill1ilo.)' investments. The program also 
will strengthen INFOCOOP au n service instit:ution for the coopera
tive moveme~lt, providing u solid bll"~ for its organization, educa
tion and training, nnd promotion&l ~.etivities. 

C. Rural Municip~\l DlwelopDlci~..t. 

Botter agricultural sorvices and corresponding production 
Ilnd income gains by sllIall farmers alone will not create an environ
ment sufficient to assure the vtabil1ty·of small ...."l'IIers and their 
desire to relliain fnrmerg in rural areas, Rural inlrastructure 
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develop.ant and related community services are critical eloments 
in the tas);; of building a dynamic small farm agriculture base. 
This program, therofore, 1ncludes assistance to IFAM to assist 
county governments and rural communities in developing the infra
structure a~d public services which serve the small farmer. 

The strategy set forth in this seconii phase of the ADP 
will be oriented toward services of institutions and specific 
target groups rather than tho institutions themselves. It will 
focus on .conc:,,·cto projects llnd activities in an effort to "make 
things happen". And, the strategy should create more productive 
target plauning within the sector given the use of specific input
output operations os tho focal point. 
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VI • THE TAIlGET MAN 

In spite of accelerating urbanization which is now taking 
place in Costa Rica, especially in the Meseta Central area, .ore 
than ~ of the Costa Rican pcpulation continues to live in rural 
areas, and an even higher percentage continues to derive it. liveli 
hood directly or indirectly from agriculture. Until recently. the 
agricultural sector was viewed as a kind of residual storase tank 
in which the bulk of the labor force (or potential labor force) 
could find some sort of subsistence until sufficient eco~c de
~opD8nt occurred to provide emplo,.ent in the urban-based indus
trial sector. 

This tranHfomation of the ellployJDent base probably w111 DOt 
develop as rapidly or to the degree that will give the excess rural 
population an opportunity to find gainful emplo,..nt in urban .reaa. 
In fact, current estimates show employment gl~wing at an aver... 
2.~ during 197v-l980 but with the labor force growing at 3.41_ 
The uneaployaent problem which this suggests for the future has 
been given top priority by the GOeR in the nev National Develop 
.ant Plan. Ther£,fore, the strategy of this loan eaphasize. in 
creased x'ural ihcome generation and increased ellploY*tnt opportu
nities for the low income, undereMployed rural person, recognizing 
that the founaation of the Costa Rican economy will re..in alricgl
turally orie&ted. 

According to the ,-:riteria adopted in 1970 for the Loan 022 the 
target man was defined as the small farmer whORe net annual income did 
not exceed ¢7.5,000, which at current exchange rates is equivalent to 
$3,000. For purposes of the credit activity of that loan, a max~ 
subloan of aprroximate1y $12,000 was set. In practice, however. subloans 
averaged only $500 each and ~et incomes of the target group have averaged 
considerably less than $3,000. This new loan program focuses even more 
sharply on the ama11 farmers in the outlying areas of Costa Rica where 
average annual family incomes have been determined to be only $500. 
A definition based on income avoids a characterization based largely on 
size of holdings. The principal problem with this type of claslificatlon 
is that farreers that fall within this range differ substantially when it 
comes to receptivity to change. 

We have. tnerefore, separated small farmers into two groupsj 

the advantaged and the disadvantaged, remembering that neither fa~r 


has very much, and that this is only a relative classification. 
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The difference between the advantaged and the disadvantaged 
famer is that the former can accept some risk. He can afford to 
invest in :i.npIJ.ts which may be unprofitable in occasional years, if 
the long-term avc:...·~gcs are good. The disadvantaged farmer is less 
able to offset bad :,ears wi th ~ood. He is concerned more wi th 
minimums thur. averages. He prefers year-to-year stability at mod
est production leve10 over higher averages which involve more risk 
and fluctuation. 

11 
As a result of a re~ont field survey of 1,488 persons in 

109 communities from 20 districts of the country which were located 
outside of the Centrnl Val' 'j.'/, as well as preliminary 1973 census 
datil, the following :.nfOrli;",ion chal."ucterizes the target man. The 
term "rural" as usoJ. below l"eiel"S to the regions of the country out... 
side of the Coutral Valley. 

Only twonty-four puree .. t of all the farmors in rural 
areas us~ S'.)IJ1C' or all oJ these 5(Wpn inpuUi or management techni
ques: 1) cheruical fertilizers, 2) Inso~ticiJes, 3) herbiCides, 4) 
improved seeds, 5) crop ::-otaUor,. fJ) paraslLe contr,)l, and 7) vac
cina tions of 11 vcs LocI,. 

NatiOl1widf>, Lh.) five moot widely used prncttcoB by all 
farmers al"I~: 1) herbJcides 3H.7%. 2) cll(!1Jcal fertilizers 29.2%, 
3) livestock vaccinatlons ~8.7%, 4) in:',,:'n;i.cides 22.8%, and 5) par
asi te control 21, 'tf". The lnost C('O.1L,:m !,Oc;r',';CF of learning about 
these ngricul turul prac'.:iCI,'s are rQ1~!, ,',1CS .\ild/or friends, the agr~ 
cultural li.'xtow;ion :lcrviee find W,.Jl ~";q,r;l""ence Ol~ other farms. 

l""olO the hbovo infon',1I1t.i::·{j, I',; cun hypotnesizc that the 
disadvantaged sub~I.L~;tOJ1c\J lnr;r.er ;Jr:>b.lbly uses very little of the 
nbove ag-ricul tura.l J.lfP)nr;l'f!1ont tec/lll.lql!;·:';. Thus, we assUlQe that tho 
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disadvantaged farmer has at his disposal less productive land, less 
capi tal b\l~ c!Jscntinl1y the tlil1:!.! amount of family labor as the nd
vantagod small fal"lIlOr. Becuusc of this inbalance between availabi
Ii ty of lar.d at his disposal nnd labor, the disadvantaged farmer is 
typically marc underemployed. 

One of the gre.nt!st needs 01 the disndvr.ntaged farmer is 
the opportunity to U!'l~ more fully t;'1C ann factor of product ion 
which is in :,IJrplu:;- .:;Hli 1)' labor. In contrast to capital inputs 
which could be financed Ull'liUgll loa,1s, un investment of additional 
labor cun be \Jude wi tLnl .. ri St. or loss of opportunity, and more 
important, "" thou! lTIort~O'\t'.J.'l;: t.he future. 

D. Charnct.c:C-i:;j :,"~. \,f d ... · Land lI()lc1inf~:; 

In overall l,umiH!CB. t.horo an· :~H.OOO farms with 1 to 10 
manzanus whjcl: i:; '1:!,:;~~, ot tot.d fnnn~; ill the country. 

TIll! ~;urvcy showed that 6'1,:1% of the heads of households 
in tho rural areas o\,t:.idc the Mesct.n. Centl'al are enguged in agri
culture and G::!.3% of th) fanner:. stated that they worked their own 
land ( the nat.ioJ1~\1 ;(V(,rrlf;e WL\& ;)5,2%). tdmost 910 of the farmers 
rentod land, 

Ho',wvo~', 1 t 1:3 illl;)Ortnnt t.o not,.~ that over 2O'.t of the farm
ers in the out l:;in;.~ arcns who work thei r own or rented lnnd also work 
u:.:, labol'ers 0:, anotI.e.i.";; il1ild. Thi~ prltcti~e would indicate that 
the rctu"'EI {:rom Oil",'" fjWII lnnd i~ in~"j;ficient for the family 
subsistonce or: a"l br:~') •. , ;,p:l:,ur,:.l, and : hat it is nece!lsary to find 
other sources of incolc('. 

To thUl:.,t"ill, :.h.i( tl:O /\i~rJcll! lUl'!ll Development Program 
roaches the more HI,'l.mtag<,d farcer:·; wi ,il a farming package system 
it w111. 1n ul! lihel;;:.-,()d. help tlw dl!;adv:tlltagc!d subsistence fnrm
er's oconomic 1)~)~Jl tlu'l ! 1,;'ollJ':!1 lncroa~i1d employment opportunities 
on l101ghborill/; [a.l.n:;, :>1 1,1> tlIO!;U p;lck:lr~c:) emphasize cropping mixes 
which docrcfwu :;()a~;()nnl. cyc;,lc variatio:1'; and maximize labor utili
zation po3sibi 11 Uti;;. 
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In addition,we can anticipate that at least 15 10 of the 
disadvantago.:1 fnnnors elln tx, :.-euched directly on the basis of MAG 
and bank oxperience in incorporating that percentage of the small
ost fnrmer!~ in the ADP to date. 

c. Principal Institutions Affecting the Rural Family 

The survey ~howed that of the four public sector institu
tions that n~vc direct contact with the rural family, the Agricul 
tural Extension Service was by far the most important. Nevertheless, 
the MAG reco~nizes that many of these contnctsare not highly pro
ductive and do not represent the kind of dynamic outreach needed to 
assist small farmers toward improved productivity and income gains. 
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TABLE Kft'OWLEDGE OF AND CONTACT WITH VARIOUS INSTI'lVrIOIfS 

(PERCENTAGE OF HEADS OF HOUSEHOLDS) 

INSTITUTION-

:soutnern INortnel'D 
Atlantic Pacific lPaci:fic Northern 
Region Region Regi.:>n Plain NATION 

I_etro
politan 
Region 

Institute for 
Social Assist. 
Knowledge 
Contact 

13.6 
3.2 

21.0 
1.4 

15.0 
0.5 

0.0 
0.0 

38.6 
5.4 

62.9 
9.0 

Institute for 
Housing and 
Urbanization 
Knowlodge 
Contact 

35.6 
8.4 

51.0 
3.9 

46.7 
2.6 

11.0 
0.0 

59.1 
8.4 

78.4 
14.8 

National Of -
fice of Com -
lIunity Devel
opment 
Knowledge 
Contact 

1.3 
0.6 

4.7 
4.2 

4.7 
4.2 

0.0 
0.0 

5.4 
3.6 

6.3 
2.7 

Agricultural 
Extension 
Knowledge 
Contact 

25.3 
14.6 

28.4 
9.7 

23.4 
15.0 

ll.O 
2.4 

32.4 
10.5 

42.5 
8.1 

Number of 
Individuals (157) (298) (191) (41) (1,488) (511) 
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D. Income and Economic Status 

I~ rural areas, the average family's annual income is approximately 
$500 vs. almost $3,000 in the ~etropolitan zone of the Meseta Central. 

Because families are larger in rural vis a vis the Mese

ta Central (4.82) children vs. 3.98) the concentration of wealth, 

expressed in terms of economic resources available per capita is 

even more severe. The real annual income per capita for the out

lying areas is ~722 as opposed to t4,747 in the Meseta Central. 


E. Facilities Available to the Target Man 

'l'he target man depends on his local government (canton) 
to provide him with an array of essential services. He urgently 
needs roads to take his products to market, electricity to improve 
his environment and to technify his farm, mnrket facilities, water 
supply for his farm and home use; and he eA~ects his local community 
to work with central government institutions to provide his aroa 
with health, education, social and recreational facilities and other 
productive sor.vices which he needs so that he and his family arc 
benefited with a higher quality of life in rural areas. His propen
sity to leave agriculture and rural areas for the city is increasing. 
A recent study of 3 cantons in the Nicoya Peninsula shows that the 
population has remained at a constant level between 1963 and 1973 
oven though population growth has averaged more than 3% in the re 
gion during the same period. 

1. Electrical Service 

Depending upon which rural area one lives in, only 
between 2.4~ and 18.7% of the homes int~rviewed had electrical serv
ice. 

2. Water Service 

70.5% or families nationally and 97.6% in the Metro

politan Area have water systems, whereas this service is available 

to only 0 to 40%of the families in the rural areas, depending on 

which region. 
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F. Nutritional Status 

A5 a result of a study financed by AID in 1972 with the 
University of Costa Rica, a nationwide consumer survey (Income 
Distribution and Food Consumption), was carried out in which 1% of 
Costa Rican families were interviewed. 

The following table shows the difference in consumption 
per capita ia the Urban and Rural Zones. 

CONSUMPTION PER CAPITA IN POUNDS 

PRODUCTS URBAN RURAL 

Rice 104 106 
Corn 31 79 
Bcan3 49 63 
Beof 70 33 
Pork 11 3 
Chicken 11 6 
Fish 13 6 
Eggs (units) 222 147 
Milk (bottles) 163 119 

The target man can be reached. The ADP has proven his 
accessibility and interest in change. However, better focus and 
qualitative improvement in the mix of services must be provided 
to increase his productivity and his environment. 
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VII. AGRICULTURAL PRODUCT EMPHASES 

The agricultural products that will receive the most support 
from this Pl'ogr£UII will be the non-traditional, local consumption 
crops produced in larGo part by small farmers. As in Loan 022 we 
are not se~ting production targets since the program focus is on 
the farmer and institutions that serve him and not on national 
production levels. Furthermore, because much work remains to be done 
to develop area and crop specific technological packages for many of 
the crops, global production targets cannot be established with any 
reasonable accuracy. However, yield and production targets will be 
set for the specific regional production projects to be carried out 
by the MAG; whose objective will be in large part to develop speci
fic technological packages. 

We know that small farmers who could be affected by this 
Program are producing basic, grains, fruits ~nd vegetables, milk pro 
ducts, eggs, beef, hogs, chickens, su~ar cane, coffee ,cocoa, plant~ 
ains, etc. They constitute the principal source of supply of the 
basic food crops consumed in the country; the subsector whose pro 
duction and marketing systems are the least developed. 

We will not be providing specific assistance for the pro
duction or marketIng of the principal export crops (coffee, sugar 
cane, bananuti and beef) because their production and marketing sys
tems are already relatively well developed. On the other hand, 
producers of those crops will beneiit indirectly from this Program 
to the extent that the MAG, cooperatives and IFAM are able to strength 
en their overall operations and provide greater services to their 
total clientel{). 



- 54 - UN CLASSIFIED 

VIn. PROlLCT SUMMARIES 

A. AGRICULTURAL SERVICES 

Evaluation of progress to date under the Agricultural 
Development Program has revealed that sector institutions have 
been reaching larger numbers of the small farmC:lr target group, 
in the form of production credit and on-farm assi3tance. Also, 
the sector Ins been better organized and regionalized to ussi3t the 
small farmer WIth significant improvements in the service capacity 
of sector institutions. Notwithstanding these gains, outreach to 
small farmers with res'Jlt~ng productivity a'-d income increases 
have lJeen sporadic and, in large measure, hard to quantify. A 
key factor explaining the less-than-hoped for level of producUvity 
and incom2 improvement of sma 11 farmer,s appears to be the in
adequate application of modern martLlgement practices and l'lck 
of operational resources of the Ministry cf Agriculture (MAG) in 
its technicul a ssistance and small farmer service program. 

The MAG has made substantial progress in building up its 
professional staff clnd in improving its facilities and equipment 
base. However, MAG field service operations need bolstering 
if it is to influence the utilization by the smull farm sub-sector 
of modern farm practices to achieve high productivity. This loan 
project, then, supports the introduction of new management and 
training techniques within the MAG :lnd, concurrently, encourages 
a better balLlnced allocation of MAG budget resources to permit 
its professional staff to plan and carry ou[ a series of regional 
projects of assistance to small furmcr groups. The methodology 
to be used in improving the quality of MAG services will be to 
moderniL:e management, policymaking and field operations through 
a carefully selected program of on-the-job riemonstration training 
programs to bl:~ undertaken by MAG central stuff und regional 
offices. 

In addition, this project supports the further development of 
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the Nationo.l J\gricultural Council (CAN) und its secrcldridl lo 
(a) improve the capacity of its network of regiolltd dCJrlcultul".d 
councils (CANcitos) to plan and propose sectoral development 
efforts; (b) coordinate and evaluate Agriculture Development 
Program activities; and (c) establish sector puiicies and pro
gram prioraies, including guidance to its !1ew, permanent 
nationLl.l marketing commission and the commission's staff arm 
(PIMA) . 

AID will provide $1,300, 000 of loan funds for this project, 
$200,000 of which will finunce CAN p1unning, coordination and 
evaluation responslbilitie.:;. For the MAG, $1, 000, 000 of AID loan 
funds are planned to carry out demonstration training and manage
ment reform acti vllies. Specifically, AID will contribute $700, 000 
to assist in the financing of up to 18 demonstration projects-by
campaign to be carried out as training vehicles through each of 
MAG's 6 ro9ion<:11 offices and to cover primcll'Y crops tind Livestock 
operations cultivated by the Costa Rican small farmer. $200, 000 
of AID 10<:1n funds will cover technical assistance inputs to help 
improve MAC plunning efforts und manageln:mt practices. 
$100,000 will be contributed to MAG stafi training programs to 
upgrade techniccd personnel and to introduce modern farm 
practices. In addition, $100, 000 of AID loan funds will help 
finance d preventive vehicle maimenance program to improve use 
of the MAG IS lllrge ) (~ep and auxiliary vehicle fleet which was, 
in part, originally purchased with .orior /\ID LlI1d IDB loan funds. 
The GOCR v..-ill contribute the equivalent of about $1,650, 000 in 
increased MAG budget for operating costs uS counterpart with 
the oDjective of restoring btllance in its unnual budgets, thereby 
permitting the MAG to assume full responsibility for carrying out 
field projeQS-by-campaign on a continuing basis, beginning in 
1978. Furthermore, the GOCR will contribute as counterpart the 
financing of the staff of the national marketing commission, and 
a feasibility study for the establishmEmt of a central wholesale 
market. The GOCR will also assume respons ibility for financing 
the construction of the central market; although its costs have 
not been ass ig ned as u counterpart contriilu tlon . 
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B. COOPERATIVE DEVELOPMENT 

By Lutin American standurds, the Costu Ricun cooper
ative movement is exceptionally advanced, both in terms of mem
bership and in terms of organization and activities. With AID 
assistance, the credit union concept has taken hold impressively 
in Costa fUca over the past decade. To this concept have been 
added other services which cooperatives can extend to their 
members, such as the supply of production inputs. Cooperative 
membership is presently at 87, 713 members, representing annuul 
increases averaging 15% over the past three years. Membership 
is expected to continue to grow at this rate. 

The result of extended cooperative organizution has been to 
broaden the objectives of the cooperative movement in Costa Rica 
This has been both u cause and an effect of extended membership 
and stronger organization. Thus credit unions are no longer con
tent to limit themselves to the original savings clOd loan functions. 
During the 022 Loan period, the supplying of inputs became a 
major program in the two largest cooperative federations in Costa 
Rica UNACOOP and FEDECREDITO. Although there is still much 
left to do in this urea, coopera'~ives have become interested in 
further expanding their activities to embrace marketing,semi
processing and processing functions I thereby becoming "full 
services" cooperatives. The ability of cooperatives to iJchieve 
links of vertical integration in order to complete the furmer-to 
market, or farmer-to-processor cyc'.es will greatly enhunce their 
ability to service the small farmer. 

The princ;'p.::ll objective of the Cooperative Development 
Progrum is to cncourllqc the Costa Ric,1n cooperutive movement to 
extend more and better services to more small farmers by adopting 
<1 full service ,1jJprodch. A full service approach should begin 
with helping the farmer to decide whut to plant, how to' plant it, 
und where to market it. This may mean setting up marketing con
tracts in advance and prOJiding trans porta tion links to markets; 
it may mean providing market news information on a timely basis, 
that is, prior to planting; it may mean providing storage facilities 
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to protect products until thr) m~lrket pricr) Y1V~··~ thr) t..trml:Jf cl tclU 

return on his investment and labor; or it may mean contracting 
with a private food processor which provides steady, predictable 
markets for the small farmer. 

The marketing structure of Costa Rica will be greatly 
strengthened by this process. The present system is essentially 
private, but is not considered '·:0 be excessively exploitative by 
American uno local exp.:!rts who ha ve analyzed the market structure. 
However, the marketing system c.oes not reach all small farmers. 
Furthermore, the market is very "thin" for certain products. Thus 
the present lOdn will improve the Costa Rican marketing system 
by identifyinq the: vJ'(;ak links in the present marketing structure 
and strengthenin'J these linkE through cooperative initiative. 
The progr~m will thereby b0n(.:~fit Doth the small farmer by increas
ing his income, and the nLltionul c~~onomy by improving the market
ing 5't'stcm. 

The ~ooperutivc Development progrul1l is composed of two 
inter-related components: production credit and marketing/pro·
cessing credit. These will jOin to bl~come the operational arms of 
a unified sLr,ltegy to improve c)opr;r.]tive services to th8 small 
farmer in the process of productioli dS well cJ s in the essential 
process of marketing. Coordin<1tiWl this effort through cooper
atives wHl serve to strew;then thc:oopewtive mo··'ement's 
ability to sf~rvlce the small f,1\ n,r~r" 

The over-riding need to provide beLter nli1rketing services 

for tho small fMl11er has been ~.lm);'/ dernon~)tratcJ. 


The principLll component iJ[ this project is $3,200,000 of 
AID loan funds cO\lnt"rparted by:;.', 7~,r), 000 of CostC1 Kican funds 
to expc.nd cred it [or clljricLdture--rcLlted cooperativ0s, for the 
purposes of prociuc;tJolJ, procc3Din9, transport, distribution, and 
marketinq. $2,700,'100 of: lhe AID funds will he relent by the mCR 
to INFOCOOP il t the AIlJ terms. 

In dedition, $500,000 of AID loan funos will be made 
availuble for technicc-tl c..:;sistance I on .] grant oasis from the (',OCR to 
INFOCOOP to use 
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throughout the cooper
ative move:nent in such a manner as to most effectively progress 
in extending full service cooperative support to the small fllrmer. 
These fund S dre fundamental to the success of the program in that 
they are essential to the development of managerial and technical 
skills within the coorerative movement. 

C. RURAL MUNICIPAL DEVELOPMENT 

Costa Rico has witnessed a growing disparity in the 
distribution of WGulth, resources, and services between its 
urban and rural populations, Urban ureas have a general standard 
of living which is some S to 6 times greater than outlying rural 

areas; and this condition is reflected in the absence of even the 
most basic infrastructure and public services in many rural 
cantons. Pert of the problem Is the low level of financial re
sources aV<lilable to rural lTlunicipalities. Likewise, part of the 
problem is the tendency by the centred government to emphasize 
urban core area investments. In 1970, AID assisted the GOCR in 
the establ ishment of the Municipal Development InsUtute (IFAM) 
by providing a loan for initial capitaliz.Cition and technical as
sistance. IFAM hus mude impact in financing municipal infra
structure projects and in upgrading the management capability of 
local gove:nments. Nevertheless, those municipalities which nel:;d 
IFAM assist~ nee the most, i.8. 65 poorer rural, eminently agri
cultural cantons, ha"e not yet been attended adequately; and it is 
the purpose of this loan to encour()g(' IFAM to invest financial 
resources and c1dmin.J.strative and plur,ning know-how into these 
rurul cantons. Through such rJ transfer progrum, it is expected 
that res ulting inputs of infrastructural and public services will 
help technify small fLlrm agriculture und thus raise the product
ivity of these cantonal farming communities, increase their access 
to markets, ,lnd improve th(~ standard of living for the rural poor. 

AID will earmark $3, 40G, 000 to IFAM for this rural-oriented 
loan project of which $3, 000, 000 will be for capitul and $400 I 000 
for technical assistance und training uctivities. The GOeR will 
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provide counterpart in the form of annual capital increases for 
IFAM through new land tax income of approximately $500 I 000 a 
year and a one-time grant of about $775, 000 in bonds. 

Both new AID loo.n and GOeR contributions for -:;apitalization 
will be used by IFAM to finance high benefit f)rojects in rural 
areas, exclusi\TAly, with prefer9nce to the 65 rural cantons now un
dergoing detailed study. Sub-loans would be for farm-tc-market 
roads, rural water systems, electrification and' agribusines s
related projects which, in terms of cost/benefits, have high impact 
for small farmers. In addition, $400, 000 of the AID loan will 
finance technical dssistance and training to further develop IFAM 
staff capabilities and its services to all 79 municipal clients. Of 
these funds I $75, 000 will finance technical services to IFAM' s 
new Research und Planning Department. This Department is 
currently undertaking baseline studies of 25 of the 65 target rural 
cantons, ilnd, by September I will complete a priority investment 
plan for ,'-!Clch of them. Studies of the remaining 40 rural cantons 
are scheduled for 1975. $100, 000 will provide assistance to im
prove IFAM's own financial management, and $225, 000 will fund 
a training program for both IFAM staff and municipal personnel 
un'ler the aegis of the National University of Heredia. The train
ing program will stress community planning, municipal manage
ment and services, and project analysis execution. 
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IX. J1!.TER~P.TlONAl_ DONOR RELATIONSHIPS 

A. There are a number of international donor institutions 
as well as other bi lateral assistance missions participating with 
the GOCR in activities within the rural sector which 5upport projects 
of this loan proposal and which have been taken into account in the 
preparation of our strategy. In all cases, duplication of effort has 
been avoided. We are also satisfied that externally-financed activi
ties are in large measure complementary to the loan program prepared 
herein. 

B. Current or planned external programs for the rural sector 

Include (a) agro-industrial credit programs of LAAO, CABEI, and IBRD; 

(b) livestock credit programs - lOB; (c) cOlMlercial agricultural export 
credits - lOB and IBRD; (d) general agricultural credit - IBRD; (e) 
Itiquis and Tempisque irrigation development projects - lOB. UN, FAO; 
(f) ocean fisheries - lOB; (g}reeder road and secondary highway recon
struction projects - lOB; (h) regional electrification - lORD. 

C. Of special significance to complement our program are (a) 
a new $18.8 million agricultural credit loan in the advanced planning 
stages to be financed by the IBRD which wi II include sufficient small 
farmer credits to preclude further consideration by AID of supporting 
such sectoral needs through the banking system and (b) selected highway 
development and reconstruction projects of the lOB and CABEI which 
will afford tie-ins to possible feeder roads which might be financed 
by IFAM under the AID loan. 

These include (I) d new highway, Naranjo-Florencia-Los 
Chiles, whiCh knifes up through the San Carlos region to the Nicaraguan 
border -- an area which heretofore has r~lained agriculturally hampered 
by lack of transport access; (2) recon~truction of the Carmona-Nicoya 
hi Jhway which currently is in poor condition and add~ costs to marketing 
of prorluce from central Nicoya Peni/lf,ul.:;r; (3) the new highway linking 
Limon-Siquirres-San Jose on che Atlantic side which opens up this vast 
region ror development; (4) a new higl1\'Iay alon~ the Pacific cost thelt 
will improve access to markets for important rice and cattle-producing 
areas; (5) pi lot farming programs sponsored by the Taiwanese Government 
and UNDP provide support to the MAG and ITCO in specific localities of 
the country as well as demonstrating new cropping and farm management 
techniques; finally (6) plans for British and CABEI support of a new 
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post-secondary livestock technical school, patterned alonq the line!> 
of the AID-financed Agriculture Technical School in Santa Clara. wi II 
provide access for training middle-level management personnel for 
livestock enterprises and public sector institutions. 

Direct participation in the ADP and the design of this 
loan proposal has been provided by IICA management and marketing 
divisions. Their collaboration in the analysis and Field testing 
stages as part of a CAN, I ICA, AID task force has been particularly 
instrumental in convincing middle-level managers in the MAG of the 
need for organ i za tiona I cllange5 and ''[:ro;ects by campa i 9n" as essen t i a I 
ingredients of a m!w /V\G strategy to assist small farmers. 

Close coordination was maintained throughout the preparation 
of this loan proposal. Although the 108 has demonstrated interest in 
the Agriculture and Marketing Services elements, the 108 believes that 
(a) Specific AID inputs would not have been provided by the 108; (b) 
A10 asS is tance to the MAG wi II improve prospects fo r MAG capab iIi ty to 
complete lOB-contemplated loans to irrigate the Tempisque and Itiqufs 
Valleys; (c) 108 loan funds for marketing development could be made 
avai lable in the Future on the basis of investment decisions to be 
taken by the new national marketing conmission--but would not be 
programmed rrior to the convnission's full study of marketing needs. 
The lOB also feels, as does the IBRD, that AID plans to assist IFAM 
and INFOCOOP arc appropriate but not pn5~ible bank loans since neither 
of those !,ector institutions have the type of proven track record which 
both 100 dnd IBRD prefer in reviewing assistance programs. 

IBRD officials have informed us that they wi II concentrate 
assistance in the rural s~ctor on assuming all needs for nc1tional banking 
system agriculture credit, including credits for small farmers, which 
is calculated at $IB.8 million. Moreover, the IBRD has indicated serious 
interest in ~ooperatives credit programs if and when INFOCOOP demonstrates 
its abi lity to handle increasing cooperative investment demands. 
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G. ~elations~lth CABEI: 

We anticipate that the GOCR will look to CABEI for 
financing the proposed central wholesale market, other marketing 
facilities, andlor wholesaler-retailer credit programs. This may 
be done jointly with the Central Bank and COOESA, or it may be 
directed exclusively at CABEI. Of p~rticular interest to the GOCR 
Is CABFI financing of the central wholesale m~rket as was provided 
recently in a paral lei case to Guatemala. 

Close contact is maintained by the USAID with visiting 
IBRD teams. Also, USAln, lOB, and UN representatives hold monthly 
meetings to coordinate assistance programs both between agencies anc 
with the GOCR. Beginning with the praparation of the 1973 DAP, this 
Mission designed its planned follow-on loan to the ADP in concert 
with IBRO, UN, lOB, and I ICA plans and interests. 
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X. IMPLEMENTATION PLAN 

A. PROTECT MANAGEMENT 

Overall responsibility for the execution of the Program 
will be with MAG INFOCOOP and IFAM in coordination with the 
CAN, for their respective projects. 

B. USAID MONITORING RESPONSIBILITit:S 

The Chief of the Office of Rural Development and his 
staff will have primmy monitoring responsibllities fer the 
Cooperatives and Agricultural Services projects and the Chief of 
the Office of Institutional Development for the IFAM project. 
Assistance in monitoring will be provided by USAID contr3.cted 
technical advisors, the Capital Resources Development Officer 
and the Controller. There is sufficient expertise in USAID to 
adequately provide the necessary services. 

C. LOAN DISBURSEMENTS 

Direct disbursement of funds will be made to MAG, 
INFOCOOP and IFAM upon due request. Advances of up to three months 
will be made as needed. The relending of funds will be done in 
accordance with suhloan agreements between IFAM and the municipalitles 
in the case of the IFAM project and between INFOCOOP and the cooperlltiv, 
federation and individual coops, in the case of the Cooperatives project. 

Although the majority of the LOun funds will be disbursed in 
local currency, we dnticip<1te some U.S. dollar expenditures tor 
procurement of office lind farm cqulprnent, trucks, and food hand
ling and processing equipment, etc. In these cases, the Capital 
Project GUidelines would be followed und disbursements would 
be mode through the issuance of letters of commitment. 
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D. FISCAL CONTROL 

MAG, IFAM, and INFOCOOP will be responsible for 
fiscal control of loan funds for their respective projects. Audit 
and review activities will be made by both the USAID Controller,; 
the AID Auditor General, and the GOCR General Controller Office. 

E. REPORTING 

The MAG, INFOCOOP and IFAM will submit periodic 
(monthly and/or quarterly, depending on requirements) reports 
to the USAID and CAN covering project progress, financial con
dition and use made of the AID loan funds. In the case of the 
Cooperatives Development Project similar reports from FEDECRE
DITO, IA UNION and FEDEAGRO will be submitted to INFOCOOP 
and USAID. 

INFOCOOP and IFAM will submit to USAID copies of their 
annual financial statements and copies of year-end financial 
audits performed by independent, qualified auditing firms. 

F. IMPLEMENTATION SCHEDULE 

Assuming loan authorization by June 30, 1974, we 
anticipate Signing the loan agreement by August 31, and obtain
ing its ratification by the Legislative Assembly by October 31. 
The conditions precedent to initial disbursements should be 
met by January I, 1975. 

XI. EVALUATION PROGRAM 

A. INTRODUCTION 

The Evaluation Program will include a range of 
activities from continuing data collection to broad evaluations of 
the overall program. In terms of evaluations per se there will be 
Project level evaluations and sector level evaluations. In addition, 
we will sponsor periodic special analyses or research studies 
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needed to add to our understanding of d particular aspect of the 
program. In order to make these evaluations and studies truly 
productive, an important element of each Project will be a 
strengthening of the data collection and analysis/planning 
capability of each tmpl8menting agency. llle objective of this 
evaluation program is two-fold: 1) to attempt to measure the 
impact of the Program on the small farmer and 2) to measure the 
institutional development gains obtained and attempt to relate 
them tc L1e change observed in the small farmers' welfare. 
Our ability to attribute antiCipated improvements in the small far
mers I condition I which is implied in 1) above I to the Program in
puts is not assumed. BUL uttribution will be a subject of con
tinuing interest and inquiry. 

The 1973 nation,) 1 population I housing and agriculture 
census represents a valuable evaluation resource that is readily 
available to the Progrclm. A large quantity of data will soon be 
published and available that will in itself be useful. But the 
published data is just a small part of the data potentially available 
from the Census. For example, the Census results can be sub
jected to deta Ued analysis to obtain a great quantity of informa·· 
tion that COuld contribute sIgnificantly tc planning, programming 
and evaluation uctivities within the sect~r. We intend to ex
ploit this resource to the maximum for evaluation and re!Jearch 
purposes and, by so doing I mdintu in thp Census data current 
thereby assurin] its continuing utility for future programs. 

B. PROJECT ~EVEL EVALTJATIOH$ 

Euch Project (Aqricultural Services, Cooperrltive De
velopment (-!,1d MuniCipal Development) wLll be evaluated period
ically to measure progress attained towards meeting the specific 
objectives Gnd from which to plan futu\'e activities. 

The 
general scope of each will cover the institutional development as
pects and, to the extent feasible, measurement of impact on the 
reCipients of the services of thr)se institutions. In those cases 
where there arc several institution.:.l levels through which services 
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pass to the target man, their performance will also be analyzed. 
These evaluations will be conducted by the implementing agencies 
themselves with the professional evaluators' assistance. It is 
important that these evaluations produce planning inputs to be 
included in euch agency's operC'!ting plans. 

C. SECT01\ LEVEL EVALUATION 

The CAN intends to sponsor evaluation of the entire small 
farmer ADP 1n 1974/1975 lmd jn ) 977 to measur·_ progress obtained 
on a global basis. Th,: conuHion of the small farmer will be 
measured but the evuluation will also cover such topics as inter
agency coordination and ;;ector policy making. Technical assistance 
provided to the CAN through tlJi~' loan wHI help CAN design and 
perhaps carry out these sector level e"a)u~1ti.:)ns; ant: ilCiditional 
AID funds may be llsed to contri:lct !J10J:'~:.:sionLll ev,:.duators to per

form the e-Jaluations. Other Co:; ti1 lUcan agencies might also 
participate in sponsoring thes e sector'-wide evaJ.uatiuns or studies 
such as the Central Bank and the National Planning Office. 

D. INTERNAL EVAL}JATION-=..ls.~.L.AT£D ACTIVITIES 

Each implementing d(jency wW. be increasing t:s capacity 
to perform data collection, n~~;c.)rch cmd dni31ysis as a part of their 
normal activities. Loan funds w.ill. bE: used to provide technical 
assistance to the MAGis and INFCCOOP's planning departments and 

UNCLASSIFIED 



- 67 -


IFAM's investigation department for this purpose. The improve
ment of these on-going activities will contribute significantly 
tothejr ability to evaluate their own performance and will greatly 
facilitate external evaluation and studies by improving the data 
base. 

In order for USAID to do its part in this evalua tion program, 
we must be able to provide a high level of continuous monitoring 
and a:lvisory services to keep abreast of significant developments 
and to identify problems and opportunities that will call for evalua
tion or research inputs. 

Furthermore, to achieve the desired results from this evalua
tion program, considerable flexibility is required in terms of 
financing. Consequently, we anticipate using a mixture of counter
part, loan and grant funds. 

XII. ENVIRONMENTAL CONSIDERATIONS 

The Program has been reviewed for its environmental aspects. 
It has been concluded that there will be no significant adverse ef
fects on the environment as a result of the implemer.tation of this 
project. 
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XIII. CAPITAL ASSISTANCE COMMITTE;E 

Chaiman 
Capital Development 
Institutional Development 
Rural Development 

other 

Paul Wenger 
Edward Scha.efer 
William Feldman 
Ken Kornhel' 
Phillip Church 
Edward Costello 
James l-furpbrey 
Robert Meighan 
Robert Davis 
Charles Leggett 
Tom Bebout 
William Ross 

LA/DR 
LA/DR 
LA/DR 
FPC 
ROCAP 
ROCAP 
ROCAP 
RLA 
ROCAP 
ROCAP 
ROCAP 

USAm/CR 

Peter M. Kreis, AID Affairs O~icer 
Robert G. Pratt 
Thoman A. McKee 
Milton M. Lau 
James Bleidner 
Pedro Negron 
Robert McColaugh 

Helen Soos, Consultant 
Albert Brown, Consultant 
Pirie Gall, Consultant 
Academia de Centro America, 

Costa Rica 
Secretariat, National Agricultural 

Council, Costa Rica 
1-1anagement Tenm, HCA, Costa Rica 

USAID/Colombia 

Drafted by: AD. above 
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AID-DLC/P-?033 
ANNEX T 

CHECKLIST OF STATUTORY CRITE~IA 

(Alliance for Progress) 

In the right-hand margin, for each item, 	write answer UL, HS appro
priate, a summary of required discussion. As necessary, reference 
the 	section(s) of the Capital Assistance Paper, or other clearly 
identified and available dricument, in which the matter is further 
discussed. This form may be made a part of the Capital Assistance 
Paper. 

The 	 following abbreviations are used: 

FAA 	 - Foreign Assistance Act of 1961, as amended. 

FAA, 1973 - Foreign Assistance Act of 1973. 

App. - Foreign Assistance and Related Agencies Appropriations Act, 1974 

MMA 	 - Merchant Marine Act of 1936, as amended. 

BASIC AUTHORITY 

l. 	 FAA § l03: § l04: 9 l05
J
' 

§ l06; ~ l07. Is loan being made 

a. 	 fo~ ag~icultu~e, ~u~al devela) Yes. The purpose of the loan 
opment 	o~ nut~ition; is to help the small farmer and 

improve the quality of life for 
the rural population. 

b. 	 fo~ population planning o~ health; b) No. 

c. for education, public adminisc) Yes. A part ot the Loan is for 
t~ationi or human ~esou~ces development; training the fields of muniCipal 

Planning and Development, Coopera/ 
tive Management and strengthening 
the Ministry of Agriculture. 

d. 	 to so lve {:.(1onomic and socia l d) Yes. The Relending program of
development p~oblems in fields such as IFAM 	 will be to Municipalities for 
t~an8portation, powe~, indust~y, upban such 	purposes as feeder roads,
development, and expopt development; water systems, electrification and 

construction of markets. 
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e. in support of the general 
economy of the recipient 
country or for development 
programs conducted by private 
or international organiza
tions. 

COUNTRY PERFORMANCE 

Progress Towards Country Goals 

2. FAA § 208; 1.25l(b). 

A. Describe extent to which 
country is: 

(l) Making app~opriate efforts 
to increase food production 
and improve means for food 
storage and distribution. 

(2) Creating a favorable cli
mate for foreign and domestic 

p~~vate anter~r~8e and 
invaatment. 

e) Yea, to the extent that in/ 
crea.ed agricultural production by 
••all faraera contributes to 
growth of the overall economy. 

1. A major purpose of this Loan 
is to increase food production and 
i.prove distribution. Agricultural 
output bas maintained a steady 
rate of growth recently. Prelimi/ 
nary estimates indicate a 13~ in
crease in 1973, although most of 
that increase has been due to high 
export crop prices. 

2. Costa Rica Maintains an excel
lent climate for investment and 
private enterprise. It offers 
political stability, a democratic 
process, constitutional guaranteed 
equal rights for foreigners, and 
incentives to foreign investors. 
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(3) Increasing the public's 
role in the developmental 
process. 

(4) 	 (a) Allocat'ing available 

budoataru reSources to 

development. 


(b) Diverting such 
resources fO)1 unnecessary 
military expenditure (See 
also Item No. 20) and 
intervenHon in affairls 
of other free and 
independent nations.) 
(See also Item No. llJ 

(5) Making economic~ social~ 
and political reforms such as 
tax collection improvements 
and changea 7:n lGIld tenure 
arra);gemtJnts J and making 
pl'ogl'cr;[; t()~':u·d :'(?3pect for' 
the rule of law J frcrdom of 
axprcBcion and of ~he preBS J 

and r'cunrmi.;;'tnc; /,:;.] impo)'taYlcc 
of indip{dual jrll'odom~ 
,i n-i tia h,: ,'e J and r r'i vate 
en t e2' po" i IJ e . 

(6) Adhering ~:o the Pjl/:"ciples 
of the Act of Rogota O1zd 
Charter of Punta del Este. 

3. The public i8 encouraged to 
take an active part in development 
This Loan will help to foster and 
strengthen coops, and provide fi 
nancing for worthy municipal de
velopment projects. 

4a.Coata Rica has an active demo
cratic system which exacts govern
ment responsiveness to social need 
The great majority of Government 
Budget Funds goes for economic and 
social development. 

4b.Costa Rica has no Army and 
does not intervene in the affairs 
of other countries. 

5. Substantial progress has been 
made recently in the area of tax 
collection and tax fund redistril 
bution. Progress is stl11 being 
JI'Inde by IFAM in those areas. 'l11e 
Government has a lond-purchase 
program for tennants supported by 
D prior AID loan. Basjc freedoms 
and private enterprise are res
pected. 

6. Costa Rica does adhere to 
tbose principles. 
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(7) Attempting to ~epatriate 
capital invested in other 
count~ies by its o~n citizens. 

(8) Ocherwise responding to 
the vital economic~ political~ 
and social concernB of its 
peopZe~ and demonatrating a 
clear deierrninat/oll to take 
effecti.vtJ uelf-hclp measures. 

B. Are above factors taken into 
account in the furnishing of the 
subject assistance? 

Treatment of u.s. C1·,t7'.;:cns by Recipient C~tU1try 

J. 	 FAA f1 620(cJ. If a8s-i.c;tance 1:8 
to govc:l'nrncnt.1 1:8 Lhe government 
liable as debtor or unconditional 
guarantor on C7.ny dellt to a u.s. 
(',Uizen fol' goodn OY' sCY'viceD 
/'t<rlliDhed (H' ordt~Y'ed /,)hci'e (([Jauch 
~iti~nn haD exhaunted availob!u 
legal remedieD and (b) debt is 
not dewied or contented hy such 
goveY'nment? 

4 . 	 [-'A11 9 6 20 (,; ) ( l) . I f a 8 8 is tan c C 

is to a govcY'nment~ hac it 
(includinR govcY'nrnent agcncieo 
or 8ubdi~isionB) taken any 
action ~hich hac the effect of 
): a t -i () '; ali z in g ~ p. X Pf' 0 r ria t 1: n (J ~ 
oro the Y' l,)i: S C :; c i ,-;i n (} 0 W rw Y' S h 1: p 
01' control of pI'oper'l:y oj' u.s. 
(J"/:it::::rn/s 01' cnt7:t1:(~~1 beneficially 
(I/,'tlr!r/ hi! t.ll(!rn 1.)/ t;I/l?1l t taking 
11 top a t~ di 1Jc.! /zW'flc i tD ob U g a t1:0 n s 
tOLJarod l1uoh ai t,7:;;enn 01' ewti tic£;? 

7. Political stabilitY,and a gov
ernment policy encouragiqginvest
Qant in private enterprise 19 
giving an incentive to the repn
trition 01 local capital investe~ 
in other countries. 

8. Government support of IFAM, as 
described in the Lonn Paper, pro
vides an example as to how the 
Government is so responding. 

B. Yes 

3. No 

4. No 
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5 	 FAA § 620(0): Fiahcpmcn's 
Pl'0 tea t 'I: !' e Aat. a 5. If a 0 untry 
has 8eiacd~ op imposcd any penaZty 
01' aa n c t 1: C' I! G. gG. i n 8 t ~ any [.'. s . 
fishing veeseZ on account of ita 
fishing aativitiea in international 
lJatera~ 

a. has any deduation required by 
Fi8hermen's Proteative Aot been 
made? 

b. has compZete deniaZ of 
assistanoe been considered by 
A.I.D. Administratop? 

ReZdtions with u.s. Government and 
Other !lations 

7. 	 FAA g 620(a). Does recipeint 
country fur~ish assistance to 
Cuba op fai~ to take appro
priate stepa to prevent ships 
or aipcraft under its fZag 
from carrying cargoes to or 
from Cuba? 

5. Co.ta Rica has not seized or 
penalized any U.S. Fi.hiRi boat 
for fi.binl i~ international 
.ater•• 

a. Not applicable. 

b. Not applicable. 

7. No. 



- 6 -


Aln 	7R10-2 (1-74) 

8 	 F,.; ,.:i H 6 Po 0 (b) . I f a~: 11 7: s tan c e 

is to a govarnment) has the 

Sccretarll or State dete'Y'mine~ 


that it ~s ~ot aont'Y'olled by 

the in t e '(' r. ~~ ~. :: 0 I: c: leom m u n is t 

,.... 0 c' eme n t ? 


9. 	 FAA ~ 620(d). If a3sistance is 
[or any productive enterprise 
which will compete in the United 
States with United States cnte~
prise) in there an agrpement by 
the recipient country to prevent 
eXDort to the United Statcc of 
~Q~e than 20% of the entcrp'Y'ise's 
al1nual production during the life 
:-f' the loan? 

lO. 	 ,~' 6A it (j 20 ( f) . I [) r' C c i Plen t co U II try 
a Communist country? 

ll. 	 .:'// g 6;W(iJ, [3 rcainicnt countpl! 
:~;: alnl u,II;-i'lOO!.ocd 7~n (aJ [:uJ)/)Pi,_L 

[d () r: ~ f J ;}l rrd Zi t a }' V aUg)' CL~ Di 0 n 
a 'J cLi )u: t J L: h e Un 'I: ted S tat i' n 0 P Q ny 
cQunt'Y'Y recRiving U.S. assistance, 
OP (bJ the planning of such sub
?h' y. S .£ 0 n 0 Jl a g (J l' C S [] -i Oil? 

l2. 	 :,;,..:_.~ r. 620 (,1 J. Has the COUiltr'y 
';c:l'mi tted;~oY' fai led to [;ake 
adequate measu'Y'es to prevent, 
r;lle damage O'Y' destruc t-iOIl, by 
nob action, of u.s. prnpe'Y'ty? 

8. Yes. 

9. This assistance is to rural 
communities and small farmers. 
No such productive enterprise is 
to be financed. 

10. No. 

11, No. 

12. Tbere has been no mob action 
in Costa Rica in recent history 
against U.S. Property. 
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1.3 	 FAA § 620(Z). If the country 

has fai l ed to i·nst i tute the 

investment guaranty program 

for the specific l'~Sk8 of 

expropriation, in convert

ibility or confiscation, has 

th6 A.I.D. administration within 

the past year considered denying 

assistance to such government 

for this reason? 


l4 	 FAA § 620 (n) . [Ioes recipient 

country furninh goods to North 

Viet-Nam or pnrmit ohips or 

aircraft under its flag to 

carry cargoes to or from North 

VietlNam? 


1.5. 	 FAA ~ 620(~). Is the government 
of the recipient country in 
default on ~nterest or principal 
of any A.I.D. loan to the 
country? 

Fli !1 H (j 2 0 U ) . II (Z ~: Ow c () u n t. i' 4 
ir;-li(u"c d (/or: r 70 ,.In f: 7: C ~'a 7(l H 0 n [l • 

1,1/1-11 	 /.II(! U~z,,:t;('(l Sl.(/t(~/l? If [la, 
h a v (l 	 i h (! Y 11 r: C~! l' () D zmw rl CU! d 
ha v e 	 n (llJ Id l (l t; era l a 8 in: atruze: e 
agreements been negotiated and 
entered into since ouch resumption? 

Z7. 	 FAA § 6 2 0 (u ) . IIhat i 8 the pay
ment status of the country's U.N. 
obligations? If the country is 
in arrears J LJO N? Duch arl'CCl1'aaeS 

taken into account by the A.I.D. 
Ilcifllin7:strator 1:11 determining the 
current A.I.D. Operational Year 
/ludgot? 

13. Co.t. Rica purticipetes in 
tb. lnv•• t..nt guarantee procram. 

14. No. 

15. No. 

16. Costa Rica hus diplomatic 
relations with the U.S. 

17. Costa Rica is in arrears 
with regard to some of its 
UN obligations, but not to the 
extent of affecting its voting 
rights or being granted con
tinued UN aSBi~tance. 



19 
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Z8. 	 FAA S 48l. Haa the gove~nment of 
r>ecipient counf;~y fa 1: Zed to take 
adequate steps to pr>event na~cotic 
d'f'ugs mzd C~;ler' co,zt2'olled sub
stances (as defined by the Comp~e
hensive Pr>u~ Abuse P~evention and 
Contro~ Act'of 1970) pr>oduc~d o~ 
T' r> Cl c e S [J e d J in IJ h0 Ze 0 l' in peer t J in 
:']1' ch COlO: t 1'." J 0 i' tY'(H1SPO~ ted 
th~ough such country, f~om being 
sold illegally within the juris
diction of such country to U.S. 
eo v c~n men t per> S 0 '1 n c l 0 ~ the 1: ~ 
dependentEJ, O~ f~om cllte~ing the 
U.S. 	 unlawfully? 

FAA, 19?J § 29. If (a) mili.ta~y 
base is located in rccipient 
c~untrYJ and was constructed or 
is being maintained or opcrated 
with fund<3 !lu'm:shed by U,S., and 
(b) u.s. personnel carry out 
I,d Z'i tai'U OPf~j1(1 f;iol~': [rom such 
h a [J e , h~ G 'f; h e [' P C [J -i :1 01 t dc t () r 
mi i1 edth(l!' t.ll'; g 0 V !? )' "TTl C n t 0 f 

• • 	 ' .. 1. • di'eC1-p-:-cn:. coulltPy fv,n aU",zOi'1-.!C 
Y' e 7 u Z::. l' 0 CC C sst () U . .'7. cor)" (? s 
; :"'::(!cn !::J :'r) Huch lJ:7 .-~e? 

V"/'+ -, J't ~, " ,. ,...;..~.;.;a~r>.....!-.;...I-:.;..r....;;x.....p_c_Y'-'-,_Ci_i.---:.u_r_e_B 

20, 	 F'AA H 620(8), What perccnta(lc of 
(!o;.J.ntry blld:7et is for ''Ii litary 
expenditures? How much of fo~c~gn 
a:cchangc T'C[JOUY'ce;; ;:;pcnt on m1-l1-
t;aY'Y eql~ipment? Ho>",) mu.ch spent for 
the purchase of aophiuticated 
"'rw.ponD [JynterrlD? (Con3idcl'at7:o~z 
of these pointa in to be coor
dinated with the Burrau for 
PY'oaram and Policy Coo~dinationJ 
HCJional Coo'f'{iinatol'8 cmd Military 
I1Ll[Ji8·tar!(~t: Staff (PPC/HC),) 

18. Costa Rica has taken adequate' 
drug control l118a&l res 

19, Tbere are no Military Bases 
in Costa Rica. 

20. Costa Rica has no real milita
ry establish.ent. Negllgable 
a.ounts of the National Budget and 
foreign exchange are spent to 
support tbe s.all internal securl~ 
ty force. 
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CONDITIONS OF THE LOAN 

Ceneral Soundness 

21. 	 FAit 8 20l(d). Information and 

cOllc/usion Or; reasonableness 

and legality (under la~s of 

country and the United States) 

of ltJ ndi ng a lid l'e le ndi ng te'1'ms 

of the loan. 


22~ 	 FAA R 25l(b)(2)j § 25l(o). 

Information and conclusion on 
activity's economic and 
technical 8oundncOB. Ii lo~n 
is not made pUl'G/WI/ '.- to a 
r?uZtil.at(?!':l! plar1J (u:d the 
am 0 un to;' : Iz iC l () a r~ e :;:c e c clD 
$7.00 J OOO) ha[r eOllnl:'!! 8ubmitted 
to A.I.O. CUI applicat./or: for 
Duclt fl-/Ildn ,I;'-iJC the l' 1.17: t h 
a88urancc3to 1:rzd,:C(i L"that 
fwzdD (J i l.l :)C lIDcd i,l an econom
i ca Z. 11) a. nd t e clod eat Z,11 ;; olmd 
man r: C i'? 

23. 	 "",'ili iJ 25l(b). [~:fOl'T:lat;1:.:m and 
~oncluuion ~r: capacity of the 
Coul1tryto repay the loal~J 
i 1~ c lu d 1: n g I' ,,' a .: OIla b l C IlC D n 0 f 
repayrr.ent, p.'onpl'cts. 

24. 	 FAA ~ 2Sl(b). Information and 
cone lu uion Oil ava i labi 7,i ty of 
financing from c, ~her' fre' 'orld 
tJ 0 U '1'C t.! D J inc l uri ·i 12 g Pr i va'" 
l] 0 U r C t1 n 1,' i t; 1z i nth e lhzi ted S tat e s . 

21. The Loan terms are reasonoble 
for the type ot activity involved, 
and legal under the laws of Costa 
Rica and the U.S. 

22. Tbe Loan is economically and 
technically sound as detailed in 
the Loan Paper. A Loan applicati 
on with assurancea has been re
ceived. 

23. Tbe terms of the Loan are 
within the capacity of Costa Rica 
to repay and there are reasonable 
pro.pects of repayment. 

24. Because of the nature of the 
projects to be financed, it is 
deter.ined that other Sources of 
financing are not available on 
reasonable terms. 
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25. 	 FAA 8 6llfa) (l). Pl'iol' to 
signing of loo.n will thel'e be 
(a) engineel'ing, financial, 
and othel' plans necessal'Y to 
cal'l'y out the assistance and 
(b) a l'easonably fil'm estimate 
of the cost to the United States 
of the assistance? 

/"1111 It 6!Ua)(P). rr fUl'ther' 
l(!glolat1~pc (((}[1'on {R r'eqzdr'ed 
within r'eaipient nountr'Y, what 
·i (I ba cJi fl f () r r' (' t1 [J () nab leex p e c
tation that 8uch action will be 
completed in time to pel'mit 
ol'del'ly acoomplishment of 
pUl'pose of loan? 

27. 	 FAA S 6 l Z( e J . If loan is fol' 
Capital Assistance, and all 
U.S. assistance to project now 
exceeds $l miZlion~ has Miosion 
Director' certified the aountr'Y's 
capablz.tty effect;/.l'eZy to . 
maintain and u~iliap the proJect? 

. h . • tT, (J a rl ' n Re l a t 1, 0 rlEl ·1..I:-t 0 If 
A (~ fl 7,. 

• e l' e f11 e n 
(II Coun t;:ry and Reg'!. (H'Ia t (;oaT'a 

Fill1 § 207; § P,5l(a); ~ llJ. 
;::;-:rent co which o831:8tance 
l'ej'tectEJ appl'op:riate empha8ia 
on: (a) encouraging develop
ment Of demoJl'atic, enonomic, 
political, and social institutions; 
(bJ self-help In meeting the 
oount7'y , s foad rzeedl1.: (c) im
p:rov 7>ng avai lab'[ Zi ty o.r tl'ained 
manpo~el' in the uountl'y; 
(d) pr'ogr'amR dt'H1:ened to meet 
the aountrY'n hnalth need8: 

25. Yes 

26. No further legislative action 

is required. 


27. Yes 

28. Tbe Loan will improve the ad
ministrative ability of the Minis
try of Agriculture through the 
Agricul turol Services Projol~t. and 
through the Coop. Project will a
ssi~t the cooperative movement. Th~ 

Rural MuniCipal development pro
ject will also help local govern
ments to provide a better quality 
of services to their communities 
Tbe project will increase food pro
duction and di8tribution in the 
country. IFAY will conduct (cont'd; 
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(e) other ';:":p;)l'tarlt, al'CCUJ of 
e,Hn;omic J r10ZiticalJ and s(J(!·ial 
de 11(1 l opne rl't J illC lzuil ng /: rzdus t;"(IV'
l" eelabo r H wi 0 n n J coo "II era t i tJ e [J J 

(u7.d '1o';zmt(lP2' /,gcnci,:s; ~rLH/.'J
T)Oy'ta.t:t.on \::nc.] ..."!or.-1munLcat':.on.: 
p l,U'z;; i ng a/lei rlln l.i c adrrl'i;z i.c; bin t i:J '! : 

u. 1 J ~) a)1 de ue Zl-) ~) .':~ (1 11 t, (~ ~ i ,'-l !'"7. ~."I (] (l 2' fl l 
.;.' L C":;".' tJ t i r' 'J " " C" .. " v ')".• 0 f ~ ~. ~, l Q 1.1<"~ Jf' ..., .. 	 0 I' 

(") ir:teorut1:na IJOrnen into the 
l'~cipient countr·y' D rza tional 
economy. 

29. 	 F'/..t~ B 209. Is pro,ieot; r;:u;ccptibla 
of execution as part of regional 
;w~jea~? I! sa why in project not 

exeC'I). ted? 

;~O • 	 .t' / .-; ~ ~ 5 l( n) ( J ) . I n fOIl r/ n t.·t () nan d 

(!o;!ellu;ion o;;-aet,·to'ity'r; J'c!ntio11
~~hi!, to, and concistcnuy ?,itlz, 

o"heY' detJ,;Zo!"":c;/t act'tuz:/;1:es J and 

:: ~ [J C ,!Ii 1: [' ,: I 'i::-i (111 i 0 l't'3 a 7.t ;: a b l e 
!. (; ;( '-; - 11 :7 n (l e () 1. I Jc c t l v c s . 

37.. ~'/ .. ; ~} 257.(,,)(7). [11foiO "'lalic!17 and 
::? c >-: e llU: 7: 0 n 0 ~1 I,' h e the r' O}' not t h P. 

G.:'~ :"u'.: t,,'1 !::l r'l" f~7:nar:cclf 1,)Z"! I 

e ..~ r. t )"I ·t b ~ ~ !.. (} ~ (/ t.. hcae i: 1°, (' 1) C' ','; (' n t 0 f 
DC l,.r~-til'S tr..z/ n7~n~7 ~!r'o:j'~-h. 

r:'~11 ""on ""5" (I) (0)32. 	 .. I"t l ~ I:, .-~ ,.. £,. D (). 

Information and oonclu[Jio;1 
whethe~ Qa[J~ctance will 
e~couY'agc ~~gional devclopmRnt 
pro(!Y'orn.u, clIld cont;rihllte to t;hc 
eC0~ornic and political i~tegrati()n0: Latin America. 

8 training program under the loan 
for its own people and for people 
with which it works from local 
communities. This will be desig
ned to improve public administra
tion in the rural communities. 

29. The Project is local in 
nature. 

30. This loan will finance foll ow
on activities of a prior AID loan 
5l5-L-022. It is designed to have 
a beneficial impact on long range 
agriculture production. 

31. ~e economic analysis in the 
Loan Paper shows that self sus
taining growth will be achieved 
through improved administration 
and availability of revolving 
loan funds. 

32. The loan is, by its nature, 
expected to have a primorily 
local impact. 

http:or.-1munLcat':.on
http:T)Oy'ta.t:t.on
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33. 	 FAA § 25Z(g); ~ lll. Inforo

mation and conclusion on usc of 

loan to assist in proomoting the 

cooperoative movement in Latin 

Amel'ica. 


34. 	 FAA § 25Z(h). Infol'mation 
and conclusion on whethel' the 
activity is consistent with the 
findings and roecommendations of the 
Intel'-Amel'ican Committee fol' the 
Alliance fol' Progl'ess in its 
annuaZ veview of national deveZop
men t act l v'i tie s . 

35 	 ,:',:,,; B 287(a). !Jcs(!!,tbe extent to 
tJ h i c h the loa n 1J'i l Z co 11 t Y' i b Ii t et 0 

the objective of nC81il'ing maximum 
participat'Zon in the task of ceOl/O
mic development on the part of the 
peopZ-e of the countl'y~ tlll'oligh the 
encourage~ent of democpatic~ 
privatc~ and local govern~entaZ 
ins t .z: t u t 1: 0 ~l S • 

;~6. 	 FAli ~; 28Z (b). Descl'ibe extent to 
UJhicl: program ),ecognizes the 
cru,t'[.culC:l' r:eedo J desiren, L71/(1 

~apacitie8 ~f the people of the 
c:::o:.~f'j: :,.,,;:7.i;;e') Lhe C(JlOltr'U/s 
~~ ,.:t: e l Zc c t II c~!. l' e S 0 I~ rc~ (' ,'; j; C' 

L'~;Co~'1'ago irI8t'itut7:0~zal dCi'i:l
(; p mt3 I! t; a r: d :1 Up POl' t;; c -I. /J·r c 
e d ua a t ion m: d t l' a in:: n g i~: H k i l Z. s 
required for effective partici
petian in govGPn~ental and 
political r~oceD8eD e08ential to 
Gp.Z/'-goVt31'm7ent. 

33. A8 explained in the Loan Po
per, a lub8tantial part of loan 
fund. wll1 go to assist coopera
tives by providing credits and 
technical assistonce. 

34. The Loan is consistent with 
the findings of the latest ClAP 
Review. 

35. IFAM, working in coopern tion 
with local government organiza
tions, ~ill assure such partiCi
pation as explained in the Loan 
Paper. 

36. The loan oddresses the diffi 
cult problem of income di~tribu
tion between urban nnd rurnl /lrunS 
in Costa Rics. Working through 
IFAM and the cooperativ~ structure 
it will give rural dwellor9 an 
opportunity to greatly improve the 
quality of their life and will on
hance thoir economic opportun1ticb 
IFAII working wi th loenl government 
will provide thoso governmen ts ond 
their conatituents ond opportunity 
to offoct self-help measures. 

http:assurin.a7
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37. 	 FAA § BOl(a). Info~mdtion and 

conclu8ion8 whethe~ loan will 

encou~age effo~ts of the count~y 

to: (a) inc~ease t he flow of 

international t~ade; (b) foster 

private initiative and competition; 

(c) encourage development and use 
of cooperatives~ c~edit unions~ 
and savings and loan associations; 
(d) discou~age monopoZistic 
practice s; (e) im!i~ove technica l 
efficiency of industry~ ag~iculture~ 
and commerce; and (f) strengthen 
f~ee labor unions. 

38. 	 FAA § 6 l 9. If as sis t ance is for 

ne wly independen t country; is i t 

fu rnishe d t hrough multilateraZ 

organizations 0'1' plans to th q 

ma ximum e xt ent appropriate? 


Loan ' s Effect on U.S. and A. I .D. 

Prop 2'am 


:~ .9 . 	 fA~ 6 2.5Z ( b ~(1): fJ l OP. . Tn;roY'ma t -ion 
an ooncZU8 t On on poonibl e of f ec ts 
of l oan on u.s. e conomy~ wi th special 
'[' e /eren c e to areas 0/ s ubs t antial 
labo r SU~p l U8J an d e~t ent to which 
u.s. commodities and as s i s tance are 
furn ish ed in a man ner consistent 
with improving th e u. s. balance of 
paymen ts positi on . 

40. 	 FAA § 252(a ). TotaZ amount of money 
under loan which is going directly 
t o p~ivate enterpri se, i s going to 
i nt e ~me di a t e credit institutipns ,or 
ot he r bo rrowe rs for use by privat e 
e nterprise J i s bei ng used to f'lnanc e 
i mpo~t D fro m priva ta sou~c es J o~ is 
o t he~wioo being us od t o finance 
p~oou~emo n t R from privat e so u~c e p. 

37. Tbe Loan will foster private 
initiative in , agr.icultur.al prOduc
tion, help to strengthen coopera
tives, and iMprOv.e efficiency in 
the distribution of agricultural 
products. 

38. Costa Rica is not a newly 
independent country. 

39. No Major effects are foreseen. 
Procurement will be from Code 941 
countries and thus help the U.S. 
Balance of Payments in the long 
run. 

40. Host ot the funds provided for 
the cooperative project and for 
IFAM will be used to procure goods 
and services from private enter
prise • 

http:agr.icultur.al
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4Z. 	 FAA § 60l(b). Info~mation and 
conclu8ion on how the laan wilZ 
enc,u~age V.s. p~ivate trade and 
inve8tment abroa~ and how it will 
encou~age private u.s. participation 
in foreign aasistance programs 
(including use of private trade 
channels and the services of u.s. 
private enterprise). 

42. 	 FAA § 60l(d). If a capital 
project~ are engineering and 
professional services of V.s. 
fi~ms and their affiliates used 
to the maximum extent consistent 
with the nationaZ interest? 

FAil 9 602. Informa tt on and 
conclusion whether u.S. small 
business will participate 
equitably in the furnishing of 
poods and services financed by 
the loan. 

44· 	 FAA iJ C20 (h) , fli l Z the loan 
pY'oma-teOZ;--(UJS7:il tthe fore-ign 
aid pra.iectt1 cctiviUes of,-,j' 

the Co~~~niDt-BZoa countries? 

45. 	 F'~/! iJ C27.. If 'J'ech1l7:caZ 
;issiatcnzcc 7:S fillan~tJd b,! the 
Zoan~ informQt~o~ and co~cZusion 

7,) Ii e the yo S Ii (! h a 8 f1 7: [1 tan c (! 1,) ,U7. h c 
!urni2h~d to the full cot extent 
pr(wl;~·.(!ahl.r! an [lo(JciD alii': lJi'Oj'08

,d () n r{!. o.;z d () t h (' I' U C I' /! 1: C C iJ j'1' 0 ('I 

Pi'1:1JClf;(J cnl;t'r'{J/'l:U( on il (."!Il/;p(le/. 

}jClG'I:;, If tlz:'! j'ClC!',:l'U,i.u; of othCi' 
F(l de i"a l (l g C ; lCJ l e [; W1: Z Z "C 11 t i Z'i zed ~ 

inful'matia;/ (uzd (!OIIr'J/u,rdol7 an 

41. Tbe Loan will not have a 
l_rre effect on u.s. Trade or 
Inv••t.nt. 

42. Not applicable. 

43. Yes. Tbe Loan Agreement will 
so provide. 

44. No. 

45. Technical assistance for the 
program will be obtained from 
private enterprise on a contract 
b..is. 
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whether they are pa~tiaularly 
8uitabZe~ a~e not aompetitive with 
private ey.~erpri8e~ and aan be 
made available without undue 
inter,fe2'ence with domeatic progVlams. 

Loan's Compliance with Specific Requirements 

46. 	 FAA ~ llO(a)j § 208(0), HaB the 
recipient country provided 
assurances that it will provide 
at least 25% of the costs of 
the program~ project~ or acti
vity with respect to which the 
Loan is to be made? 

47. 	 FAA e 112. will loan be used 
to finance police training or 
related program in recipient 
country? 

48. 	 ?AA § 7-7.1. Will loan be used to 
pay fop performance of abortions 
op to notivate or coerce persons 
to practice abortions? 

49. 	 E:AA g 20t (dJ_. Is intopest 2'ate 
af loan at least 2f, per annum 
during grace period and at least 
3~ pep annum thereafter? 

5 0 . .r-' Ii;" {j C() <1 ( 0 J • ~11: 1 1 all com mod i t Y 
?H'OOl.d"emCI/t finallc!ed zmdcp l;he 
~oan be frOM the United Staten 
except CD otherwise datcrmincd 
by the; ppewident? 

5l. 	 ?AA f 6'04(h). Ivt/at pr07J7'.sion is 
mode -'-CO-pY'(;vcnt financ1:ng commod1:ty 
procner'orner; t; in bu U: at p2'ices Jz'igher 
than adJu.n ted U, S. marka t pr1:(!e? 

46. Yes 

47. No 

48. No 

49. Yel 

50. Yes. Procurement will be from 
Costa Rica and Geographic Code 941 
countries. 

51. The Loan will not finance com
lIodity procurement 1n bulk. 
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52. 	 FAA § 604(d). If the coop

erating country discriminates 

againat u.s. marine insurance 

companies, will loan agreement 

~equire that marine insurance 

be placed in the United States 

on commodities financed by the 

loan? 


53. 	 FAA § 604(e). If offshore procure
ment of ag~icultu~al commodity o~ 
product is to be financed, is the~e 
provision against such p~ocu~ement 
when the dvmes~ic price of such 
commodity is leas than pa~ity? 

51. 	 FAA § 601(fJ. If Zoan finances a 
commodi ty imp 0 i'f; p~og Y'am, wi Z7. 
a~Y'angementB be made faY' supplie~ 
cc~tification to A.I.D. and A.I.D. 
appY'ovaZ of commodity as eligible 
and suitabZe? 

55. 	 FAA B 60B(a). InfoY'mation on 
~eaSUY'e8 to be taken to utiZize 
u.s. Cove~nment excess personaZ 
pY'operty in lieu of the p~ocu~emcnt 
of neu' items. 

[; t; . 	 .FA A ~ 6 Z 7.( ~ Ii Pp. fl U!.l.. If 
Zoan f,z:nanccr, 1,}aLeY' OY' ~)a te~
related land Y'CSouY'ce construction 
pf'oJcut; (Jr' prrl]r'arrr. iDthc~e a 
bellefit-L'c';; t; .?O,·'lrll ta t;{on r;adc, 
·:n3o.i'7Y' r[D !1i'(leticabZc, ill 

acco 2'da nce /,1 l:t h the p roc e dU)1e i3 

oet fOf'th i'l the MernOT'alld1J.m of 
the P~e6'idcl1t datcd Nay l5, 1.962? 

52. Yel 

53, Not applicable. 

54. Not applicable. 

55. Excess Property will be used 
it practical. The standard pro
vision will be included in the 
Loan Agreement. 

56. Not applicable. 
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57. FAA § 6Zl(a). If aont1'aats fo1' 57. The Loan AgNelll8n t w11 so 
oonstI'uotion aI'S to be finanaed, provide. 
what p1'ovision ~ill be made tha~ 
they be Zet on a aompetitive basis 
to maximum extent p1'aatiaabZe? 

58. FAA H 612(~): § 63G(h). Desa1'ibe 58. The United State will finance 
ffteps taken. to assupc that, to the all foreign exchange costs of the 
maximum extent possible, the countT'y project, and the host government 
is cont1'ibuting local cU1'1'encies to is making a substantial contribu
meet the coat of cont1'actual and to the local costs. 
o the1' se1'viaea,' and i01'eign cUl'l'encieG 
owned by the United States a1'e utilized 
to meet the cost of contractual and 
othe1' se1'vicea. 

5[1. /.pp. § n.L r.;iZl any of loar! furds be UGtJd to 
acqui1'e CUl'renay of l'ecipient count1'!} 59. No 
:rom non-U.S. T1'easury SOU1'CCS when ex-
C8SS aU1'1'enay of that country is on 
deposit in U.S. T1'easu1'Y? 

60. F.~i; H GZ2 ("U. Doe3 the United 
.',·!:at;c[J ownexceSil fOl'cigll aUT'reY/ay 
and~ if SOJ what a~pangements have 
made fop its pcZease? 

been 

60. None is owned by 
States. 

the United 

ct. ~~'lili~! (;,;]O(J). r.;hol; pl'olJision is 61. Tho Loan Agreement will not 
dun' (l a (J a 1: ~ IU t tiG e 0 j' S 11 bJe c t allow funds to be used for this
auoietanca to compensate owners purpose.
for exp1'0ppiated 01' nationalized 

p1'opel'ty? 
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6 Po • FA .4 § 6 PO ( k ) . If co rz H b' /I C t 1: (J n 62. No 

Ot' D~'odl".}tive C.·ztC}'Pr'1:SC', ~)il7. 


~~/·~:}'e::::.t.? P~I'.!~C Dr anr:1~t)ta~!oc 

t.~ ~ l)e' flU')! i.::iwr/ 
 bi, the U,zi tf':! 

63. 	 Fll;1 ~ 6.5r.;' U). i/i l.l any loarl lundr. 63. No 

bell D edt. 0 .rz> :U! c: C {J !I l' C h ([ ;; C ~ 70 ng 
t c 1'.''; l c L7 S e ~ 0 l' e :1.: C harz g C 0 f mot 0 l' 


V r h i (' 1c ma. )!U fa (' /1/ I' (? d () U f; si de the 

{"lite:! Staten, Q?' any (ll<Gr'Q)!ty of 

nil c h ([ i; Y'rl n R Q f! t; { () rz ? 


GiJ. 	 :~!,--,l'!' g 7'1;,', ;h:n (;I:U l(lan j'unds b.;: 64. No 
itr:r;.;(l t~~ [);71' P('):i:-;.OilJ., ate,., ..for' 
tt' :: l. i t npur. :1. ~ ~; )~ 1': (] l ? 

65. 	 ;i:"l;'. S ZO,'" Jf 10(/17 7~: .ror' capital 65.Yes 
r'r'O.7CctJ I..S thCi'C lH'()vi[)7~C'n /01' 
!. . 1. D. (l P P l'Cl :U: o.r a 17 c?:111 U'a c to)1 [J 

~·:Jl(l CO"~ ~.Yl(]lJ t,' tCPf'.tJ? 

co. 	 /p;. R 1(J? 1/7:7.1 MIV luall rZinds 66. No 
};;;--i'tscd 7(; pal" Ul.' an.'jcnD.~'?(,'Z ts? 

6 i' • ". ~ ZOll. ('(l17pfiull<'!I' ;,'/th 67. Yes, it will be required.
, l a '; i c, 11 U 0 n P flo' P f 0 !I mem t 0 j' (I.;;. 


Z0 ea l r' () /' U U 'Ui (! Z • (,1. I. " . 

fif.#;,ulat-ion. ?). 


http:tCPf'.tJ
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68. 	 tirp II ZZO. liZZ a~y of ~ Zoan 68. No 
runila be use a to C(::"l'y out Pl'O
visions of FAA §§ ~~9(d) and 25Z(h)? 

• C9 . '~J2l!...:...-1....1.1- 1.. • De ll (. 'Y'1: ;, ( ! h0 /I) t II e 
romm 'itte e o n /lp rr ()[,I,la t1:f1na of 
t he Sana t o and l/ OlU1C ha ve been or' 
,,)'/: II be not; ( (1: crl (lO IW(! 'Y'n 1: ng th p. 
ac t i vity , p?'ogl"am, pT'o,j ac 't, 
co unt l"YJ o r othe r npNra tion to be 
f i nanced btl th e Loa n . 

70. 	 /lop. § 60l. Will any loan fu nds 

be used fol' publici t y or 

p l" opaganda purpo s es ~ith i n t he 

Un i te d S tat es no t author i z ed by 

the Con g l' C?S n? 


7l . 	 IfM/l ~ 9 0 l. b ; FilII r, 6~" 0C . 

(a ) Comp li ance l..) i t h }' eq II i l" cmen t 
th at a t l ea s t 50 pa r centum o f 
he gl"OSS to nnage of commodities 

(com pu ted se para te ly fo r' dr!l bu ll' 
ca l" r iers , dry cargo li nel' s , and 
ta nkers ) fina nced with f un ds made 
ava ilable unde r t his loan s ha l l be 
t ~anBported on private l y o~n ed V.S.
f ag commerc :al vess e ls to t he 
rx tent th a t such ve Bcels are 
av il a b7, ~1L' fai J' and r'ea,c;o naz,l. e 
(' te s . 

n ·,) r,/7' '1/ (! ?' . /11: ,. r /,'/." C i (;l l (J an 

)' de ,: I) ,: <1 II t l, ( I {' r/ /1 l7 I! () r' a II JI P(l ~ , t: i I ' I! 


II)' IIldh ,lifJ' (I " "Il ' i ,/ Z ern 1'/(l!1 e .,:": ,.Ji 

, . ( , 1" ,l e' I' 1/ /I "r,. nll , { r ,.'/ ,,: ": 711- . "l d l/ 0 ,111;: , '.'. 


/' ,1 t dll; 

69. This will be done by AIDIW 
by normal procedures. 

70. No 

71. The Loan Agreement will so 
provide. 

(b) This may be done if appro
priato. 
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ANNEX II 

CERTIFICATION PURSUANT TO SECTION 611 (e) 
OF THE FOREIGN ASSISTANCE ACT OF 1961 

AS AMENDED 

I, Peter M. Kreis, the principal officer of the Agency for International 

Development In Costa Rica, ha ving taken into account, umong other 

things, the maintenance and utilization of projects in Costa Ricu 

previously financed or assisted by the United StCltes, do herewith cer

tify thClt in my judgment, CostCl Rica has both the financiul capubility 

and the human resources capability to maintain and utilize effectively 

the capital assistance for the second AGRICULTURAL DEVELOPMENT 

PROGRAM. 

This certification is bused on, among other factors, a careful review 

of the financial ussistance previously provided to Costa Rica for ugri

culturc:d progrLlms. 

_[ih1-'--
Peter M . Kreis 
AID Affuirs Officer 

Mny HI, Hl71 

Dute 

UNCLASSIFIED 
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San Jos6, April 30, 1074 

MI'. Peter M. KI"('iH 
A. I. D. Aff;til'H Officl'1' 
American Embassy 
San Jose 

Dear Sir: 

As Pl'esidC'nt Elect of Costa Rica I am pleased to ratify tho interest of the new Ad
ministration; which will take office M:1Y 8, 197<1, in the new Loan AgreeIY.cnt being 
negotiated with AID authorities in Costa Rica. The Loan Agreement, to be signed 
and ratified by the new Administration, i oS a continuation of AID Loans 5Uj- L-022 
and G15- 1.-023, which financed the Agricultural Development Program and the 
Mllnieipal Development Institute, whose completion is scheduled for late 1!l7'1. 

It is my opinion that the A!{l'icultllral Dev(~lopment PI'ogram, addressed speeUic
;IIJ,V to tIll' improvement of the small farlllcr, has been greatly beneficial to the 
111 stitllli (jn~tl st I'cngthening of the agricllitu 1':1 I sector, in the improvcm ent of BC l'V

ices to the farmer, :U1d production itself. The IFAM program has been truly 
important to llJunicipal development in C()~ta Hica. Logically lve expect dmilai' or 
gTeatel' henl'fit,; from this new Ag-n'emt'llt in which it is hoped to consolidate coor
dination of actio: .:> in the Sl~ctor, to ~ive ~r(,:lter implementation capability and 
nl~xibllity to till' Ministry of Agriculture, to :~lrcngthl'n rural devllopment through 
IFAM, strc'ngtlH'n cooperntive (Il~vclopmcnt through INFOCOOP, and accelerate 
({forts to ,-'stablish in COSUi Hiea, on the short run, an agricultural marketing 
~;'ystcm. 

llo;ling 0111 tillS negotiation will progress in a satisfactory manner, I am pleased 
Lo remain, 

Sincerely YOllrs, 

DanielOduber 
PrcRldont EIl'ct 

UNCLASSIFIED 
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S;LI\ .Jose, 30 de abril de 1974 

."i (' ;1\1 ]' 

l';i,~;' .\1. KL'cis 

En";ll'!~adll d(~ A~ullto5 de 

i~, ,\::') l:n Costa Rica 

Ep1b;l~ ;lc\a Amcricana 

En Ini l'(ll\dici(ll1 de Presidentc Elccto dc Costa Rica tcngo el agt'il

cI,) d(~ !',tlilical'lc cl intercs del nucvo GolJierno dc Ia I\ei)ublic~" (ptC 

';('IllCIl""II';1 ';u" labol'cs c1 proxilllo H ck M,'1O, POL' cl nuevo ACllcr
du rlc Pr(~"it.l.mo que ,;e Iia vcnido t:cgoc;,1ndo con <lutol'icladcs de ia 
All) el1 CO:;(,I lUca, Dicho Acucrcio de Pl'cstal11o, quc debcrfl :iel' 

i.i!'l11ario ~' ratificiido pOl' cl nucvo GOilicl'l10, con:;titllYC una i:Olltii1UCi
ci:)I1 de lo~, Prcstamos AID ':,lS-L-OI.2 Y All) ":15L-07.3, CIllC finan

.:i;lI1';; Program;'l di! Desarrollo A!;ropccua:'io y cl Instituto ele F'j
mcnlo y Asesorfa Mllnicipal, cuya condusion csta pl'cvista pard. ii
11C'-; (Ie jC)7/L 

Con."i(I('ro que el Prvgram<l de Dc~.;a:'l'ulJo Agl'opccuiHio, c1jl'i,I~:d() 

c;,pccliicamenlc al lncjoramicnto del peqlleil() ilgt'icllltor, hi! prudu

.. ~:.::o dll s:r;i1; bClh!ficio en el fodalccimiento in:,(itucion;d rlel .'ocCl();' 

,q~"'}jlccllzlriu, en cl mcjoramiellto de Jus scrvicios al LI~ricllJL()!' y cn 
, 
• ,l E1 Pl'O:~l';Hll.l dl' IFJ\M La sido vCl'r!aclcrdlllcll

~(~ illljh).-t;m:c pal'n el des<ll'rull() municipal cn CI)sla I\icil, LG~~icd

In,'nic l:L.pcran1o'; sin1ijal'cs 0 rn,IYOl'c:; bCllcfi,~ios de l!,sLc !lll(~V(J ACller

(i,) CII el qlll~ :,C jll'etcn<!e con:.,olirlill' 1a c()oL'<iinaCllJl1 de Jil:i acciOll"" 

ell l~l :,(~('I,,;', cldrlC IlILl mayor c;lpacid;ld de CjClUI,j(lI1 y !'lC'xibilj<\'ld 

,,; .v;i');'olcl'l,) de Agricultura, tOl'talccer cl dcs<lI'l',.>llo rural PUI' .11(,

d:l) dc: IF'A;,,!, robustccer cl dc:,i'll'rollo ,:oopt.!l'ativll pOI' i.ni:cl'l11ccllu 

,.':1 11'\ FOCOOP, y acclc{'ar cl c::.iUC,'Zl) P,ll'<.I est;lblecCl' it codo pla
",0 cn C(lsta l{ica, un sistema nacion.11 de mercaelco ugropccuario. 

http:nacion.11
http:Pr(~"it.l.mo
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30 de al> l'il de 1974. 
N(l.2. 
Sr. Peter Kreis 

En ~spcra cie que esta tramitacion pt"ogrcsc satisfaduriall1l!lItc, 
me cs r,rato sa1udarle y suscribirmc su atcnto y scgU1"O scrvi
dur, 

D :/.n~c: ~ Odubcr 
Pre si dcntc E1ccto 

DO:rc 
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TRANSLATION 

San Jos6, April 26, 1974 

Mr. Petcr M. Krcis 
A.!. D. Affai rs Officer 
American Embassy 
San Jos6 

Dear Sir: 

1 am pJe:uwd to ratify the interest of thc Costa l{jean Govt'rnnH'nl in thc new Loan 
A~reemcnt which is being ne~otiated with AID officials in Costa IUea. 

The new agrecment is 11 continuation of AID loans :115-L-022 and G1:1- L-023 which 
finance the Agricultural Dcvclopmcnt Plan and the MuniCipal Development Institute, 
whosc implemcntation period ends in late 197'1. It will finance a rural dcvclopment 
program ill Costa Riea which will enable the consolidation and C'oonlillation of thc agri
cultural sector, it will give the Ministry of Agriculture gr(~ater implementation capab
ility and flexibility, it will increase rural developmcnt through IFAM, it will strengthcn 
cooperative oevclopment through INFOCOOP, and will establish in thc sho1't run in Cos
ta Hie:! a national agricultllral marketing system. 

In accordance with the above, I am suhmi1.tinp; to AID a formal loan requC'st in 
the amOlllll of $7. R million, payable ill '10 yt'ars, including a IO-year gracI' IWI'iod, with 
anllual inil'rt'sl of 2% during- tIw grace period and 3% during the remaining- 30 ~'cars. 
TIlt' program, whose charaeteristics willlw defined shortly, will have a :l-year dura
lion. The new A~re(,llwnt will have to Ill' sil-,'11cd by th(' nl'W AdrT'itlistration which wi.cs 
oj'fict' May ~i. In74. 

Th:tnking- you for YOllr att.ontion to this n'qucst, I r('main, 

.Joq~e Rossi ChavarrIh 
Second Vice-President 
Holding the Office of President of the 

Republic 
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No. _. __ .... 

SE':;.J/liOO VICI::PRESiDENT:: DE L.A REPUBL.ICA 

COSTA RICA 

San Jose, '/.6 de abril de 1974 

Senor 

Peter M. Kreis 

Ercargado de los Asuntos de 

La AI D en Costa Ri co 

Embajada Americana 

CIUDAD 


E~tjmado senor: 

Me e5 grato ratificar el in teres del Gobierno de (os;a Rica po.- cl nU0VO 
Acucrdo de Prestamo que se ha venido negociando con las au~oridades de 10 AI J 
en Costa Rica. 

EI nu\!vo Acucrdo es una continuacion de los Prcsromos A! D5:5-L.-022 
y AID515 -L-023, que financia el Progrorna de Desarrollo Agropccuario:,.::; 1;-,5,1
tuto de Fomento y Asesoria Municipal, los cualcs terminan su vigcncic c f;;-,es C:c! 

1974. Servira para financiar un programa de desarrollo rural en Cos~a ::::ica SL,(; ~C .. 

mitira consolidor la coordinacion en el sector agropecuario, darle una "lOyor CC)c.= 

cidad de ejecucion y flexibilidad 01 Ministerio de Agricultura, incremc"rc, el c;c
:;a(,ollo rural pOl' intcrmedio del I FAM, fortaleccr el desarrollo coo,')c(ctivQ 20" ir,-
teri11cdio del IN FOCOOP, y .::staOI(;Cer a corto plaza en Costa Ri co, un sisrc:rnG 
nacional de mercadco agropecuario. 

De acuerdo con 10 anterio. me pcrmito presentar a 10 A! D uno fo(,-,-,(;I :0
licitud para un prestamo de USS7.8 millones, por un te(rnino de 40 CI"'iOS, inclu/,,-,i,
do un perlodo de gracia de 10 anos, con in teres onual del 2% durante 01 pcricc:o 
de gracio y el 3% du.·ante 20 onos (cstanres. EI progi'oma, cuyas ccrac;c,'isricC3 
serarl ocordadm proxirnomcntc, tendra una duracion de tres onos. EI r,uevo Acue: 
do debera scr firmado por el nuovo Gobi~rno que inicia SlJS :abo.·es el proximo S ~ 
mayo. 

AI ogradcccric la acogica a la pl'cscnre solicitud, me corr,place c,uccc,,' 
de Ud. muy otcnto s.:.:rvidor y amigo, 

JORGE ROSSI 'CHAVARRIA 
Segundo Vicepresidente en ejercicio de la 

Presidencia de la Republica 
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TRANSLATION 

S-CAN-2138/74 
April 29, 1974 

Mr. Peter M. Kreis 
A.I.D. MfairsOfficer 
USAID/Costa Rica 
San Jose 

Dear Sir: 

For the corresponding purposes I am pleased to transcribe Article 8, of Minutes No.4: 
of the session held by CAN on April 24, 1974: 

II AHTICLE 8: The Executive Sec reta riat informed the Council of progress made 
in the ne~otiation of a new loan agreement with AID, which would 

mean a continuation of AID loans 515-L-022 and 515-L-02~~, which finance the 
Agricultural Development Program and the Municipal Development Institute. He 
indicated that the new loan would fjnance a rural development program which 
includes strengthening of key activities to achieve an improvement of rural life; 
it is ex"})eeted to consolidate sector coordination, to give the MAG greater flexib
ility and implementation capability, to increase rural development through IFAM, 
to strengthen cooperative development through INFO COOP , and promote thc 
establishment in Costa Rica, in the short run, of a national agricultural marketing 
system within the guidelines set forth by PIMA. He added that it was necessary 
for the CAN to issue a statement on the importance of the new loan for Costa Rica I s 
rural development. 

In aeeordancl' with the :lbove: 

IT IS AGREED: a) 	 To state that the Agricultural Development Program 
initiated with financing from AID loan 515-L-022, has meant 
an exiraordinary step forward in the national agricultural 
development process, especially that of the small farmer, 
in the strengthening of institutions with responRibilities 
within the sector, and in the improvement of conditions 
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of rural life. There has been equal progress in the action, 
under the Municipal Development Institute, created through 
financing from AID loan 515- L-023. 

b) 	 To state that the m'w Loan A~r('(,'m('nt wi II strengthen key 
activitie~ for rural d('vc]opment, sllccc-ssfully initiated 
with the Agricultural Development Program and the crea
tion of IFAM, and consequC'r.tly it is important to isslle a 
favorable statement for the matcrialization of this new loan 
agreement, stimulating the principal authorities of the 
present Administration and those of the new onc which takes 
office on May 8, to give all their support to this negotia
tion, in order to finalize it as soon as possible. 

c) 	 To state that the CA N will continue to be the coordinating 
agency of t:lC A!1,Tieultul'al Development Program and 
logically, with thc :-;ame in!" rcst :tnc1 l'nthusiasm will con
tinue to p<'rform tll(' samc function wilh the new activitics 
financed with the IH'W Loan Agreement, !:iinee it is a con
tinuation of the former. 

d) 	 To authorize the Executive Secretariat to transcribe this 
agreement to the interested parties." 

In greeting you with all consideration, r am pleased to remain, 

Rogelio Coto Monge 
Exec!utive Secretary 
National Agricultural Council 
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MINISTERIO DE AGRICULTURA 
S-('AN-2138/74

Y GANADERIA 29 de abril de 1974 

SAN JOSE, COSTA RICA 

Senor 
Peter M. Kreis 
Encargado de Asuntos de la AID 
U.S.A.I.D./Costa 	Rica 
PRESENTE 

Estimado senor: 

Para los fines consiguientes me permito transcribirle el Articulo 
8, Acta N° 41, de la sasion celebrada por el CAN el 24 de abril 
p<.>.sado: 

II ARTICULO 8: El Secretario Ejecutivo informo al Consejo de 
los progresos logrados en la negociacion de 

un nuevo acuerdo de ?restamo con la AID, que vendria a sig
~ificar una continuaci6n de los prestamos AiD 515-L-022 Y 
AID 515-L-023, que financian el Programa de Desarrollo Agro
pecuario y el Instituto de Fomento y Asesoria Municipal. 
Indico que el nuevo preGtamo financiara un programa de desa
r~ollo rural que incluye 01 fortalecimiento de actividades 
claves para lograr el mejoramiento de la vida rural; se 
preLende consolidar la coordinacion sectorial, darle mayor 
flexibilidad y capacidad de ejEcuci6~ al Ministerio de Agri
cultura y Ganaderia, inr.rementar el desarrollo rural por 
medio del IFAN, fortalecer 01 d~sdrrollo cooperativo por 
intermedio del INFOCOOP, e impu~sar el establecimiento a corto 
plazo en Costa Rica, de un sistema nacional de mercadeo agro
pecuario dentro de los lineamientos alcanzados por el PIMA. 
Agrego que era necesario que el CAN emitiera un pronunciamien
to sohr'e la importancia del nuevo prestamo para el desarroll.:> 
rural de Costa Rica. 

De conformidad con 10 anterior, 

SE ACUERDA: a) 	 Declarar que el P~ograma de Desarrollo Agro
pecuario iniciado con el financianiento del 
Prestamo Alil 515-L-022, ha signific&do un 
extraordinario paso de avance en el proceso 
del desar~ollo agropecuario nacional, espe
cialmente del peque~o agricultor, en el 
fortalecimiento de las instituciones con 
responsabilidade~ en el sector, y en el mejo
ramicnto de las condiciones de la vida rural. 
Igual progreso ha constituido la accion a 
careo del Instituto ~e Fomento y Asesoria 
Municipal, creado mediante el financiamiento 
del Acuerdo de PrGstamo AID 515-L-023. 



J'ngo 	I) of 9
M1N1STERIO DE AGRICULTURA 

Y GANADERIA Pagina N° 2 
S-CAN-2138/74 

SAN JOSE. COSTA RICA 

b) 	 Expresar que el nuevo Acuerdo de Prestamo 
viene a reforzar actividades claves para el 
desarrollo rural, iniciadas con exito con 
el Programa de Desarrollo Agropecuario y 
con la creaci6n del IFAN, y consecuentemente 
es importaDte emitir un pronunciamiento fa
vorable a la Qaterializaci6n de este ouevo 
Acuerdo de Pr6stamo, Estimulando a las prin
cipales autoridades del actual Gobierno y a 
las del nuevo que se inicia el pr6ximo 8 de 
mayo, para que le brindcn todo su apoyo a 
esta negociacion, con el fin de que quede 
finiquitada 10 antes posible. 

c) Manifestar que el CAN continuar& siendo Id 
~ entidad coordinadora del Programa de Desa

.~ 	 rrollo Agropecuario y 16gieamente, con el 
mismo interes y entusiasmo, seguira desem
peftando igual fUDeian con las nuevas 
actividades finaneiadas con cl nuevo Aeuerdo 
de Prestamo, puesto que se eonsidera como 
una prolongaeian del primero. 

d) 	 Facultar a la Se~retaria Ejeeutiva para 
que transcriba este aeuerdo a los interesados." 

Al saludarle con toda consideraci6n, me es grato suscribirme su 
atento y segura servidor, 

•,
II I 

\ 
\ 

I' 

Rogelio Coto Monge 
SECRETARIO EJECUTIVO \ 
CONSEJO AGROPECUARIO NACIONAL 

RCM/jaz 




