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b, Inventory of Spare Parts - The value of year end
spare part inventories increased at a somewhat irregular rate
over the past five years, but séems to have kept well in ad-
vance of the rate of increase in the WMAG vehicle fleet as
shown in the following table.

Table IT-22

Vehicle and Repair Parts Inventory by Year

Year End % Increase
Repair Over Previous
Parts No. % Increase Year of
Inventory Vehicles Over Previous Vehicles in
Value MAG Year of MAG
(Colones) Fleet Parts Inventory Fleet
1675 200,000 358 - -
1976 250,000 362 25.0 1.1
1677 300,000 379 20.0 L,
1978 350,000 Loy 16.6 25.4
1699 500,000 658 2.9 38.1

Overall for the period 1975-79 tho spare parts in-
ventory increased in value by 150%, while the number of vehi-
cles increased by 83%. However, the inventory contains a
certain amount of "unmovable” material, e.g. tires for vehil-
cle models that are no longer being used. Hevertheless, the
repair parts situation is probably better now than it was in
1¢75. Also, there is a card index system in use, which per-
mits adequate ldentification of need I'op- reorder purposes.,

AW

Repair and Maintenanggmgzggnggmggﬁg -~ There is a
main repair shop in Guadalupe. While 1% handlos repair work
for vehicles assismed to the CARs (at presentl 394 of the ve-
hicle fleet), it ig rezponzible only for Lhe vehicleg assigned
Lo the central offices of [MAG. This shop keeps a card file on
each central office vehicle, but doecs nol, really exercise ef-
feetive supervision since each Direclorale controls tho use
Uit the viehicles assisned to it There is o system for peri-
odic check-up and revision; such work is donoe on a hit or
mity basic when a vehicle enters the repair thop for any
molive,
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Two mobile repair and maintenance units also
operate from the Guadalupe shop. They attempt to schedule
monthly visits to each CAR. However, the shop director
reports that the arrangement is working well in only two
of the eight CARs, e.g. vehicles are waiting at the office
when the Unit arrives.

The MAG officials concerned with preventive
maintenance are well motivated and aware ol what needs to
be done, but until more radical steps are taken, (e.g. cen-
tralized control, competent mechanics stationed at each CAR,
iransfer of vehicle ownership to individual technicians) it
i5 doubtful that the preventive maintenance situation will
improve greatly. Nevertheless, therc has been progress
since 1975. It should also be noted that the MAG is begin-
ning to experiment in limited fashion with a mileage system
under which technicians can use their own vehicles for of-
ficial business. This is a step in the right direction.

6. The Guadalupe Shop - A cerlain amount of equip-
ment for this shop was financed with Loan 025 funds. It
appears to be in use and well cared for.

The staff of the shop has increased from six me-
chanics and five assistants in 1975 to ten mechanics and
five assistants in 1979. Training is arvanged for the me-
chanics on an intermittent basis with INA and ICE. lIost
of the staff has had one or more Lraining opportunities.
There is a definite and continuous policy and practice of
upgrading personnel and the staflf, as a whole, 1s considered
to be technically on a par with most commercial automobile
agency service uaits.

The shop receives about 100 units a month for
repalr work and handles about 95% of Lhe jobs itoelf.,

7. Technical assistance - An aulomotive advisor
was provided to the MAG for tlwo one-hall days per week for
& one year perlod siarting in february, L19Y7. According

to 1947 officialy, he was usced mostly in preparing equip-
mentls liste and cpecifications.  His performance was judged
inadequakt by MAG officials. However, hin reports to the
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Mission indicate that the advisor also provided assistance in
such needed matters as shop layout and installation of a card
control system., It is probable that personality conflicts
and the advisor's work habits, c.g. working at home, are the
basis for the conflicting judgementls as to his performance.

8. Driver Training - All documents preparatory to
the loan (and the planning for this components was thorough
and of excellent quality) stressed the nced for training of
vehicle operators. WNothing has been accomplished along these
lines. '

9. Evaluation of Results of Lhe Maintenance Program
Annually, there is an inspection and inventory of the state
ot each vehicle. However, the MAC keeps no records on ve-
hicle down time which would permit secing what the trend
over lime was on what is really the bottom line in a pre-
ventive maintenance program, i.e. whether down time for
repairs decreases progressively and consequently, vehicles
provide the service for which they arc intended. This sub-
ject has been discussed with the appropriate officials and
consideration is being given to setbing up a simple record

vkeeping system to measure end recults.

10. Conclusions - There has been improvement in han-
dline of spare parts and in providing preventive maintenance
scrvices. However, by and large, the purposes and objec-
tives of this component of the project have not been accom-
plished.

L. Qperatine vs. Pixed Cosis

1. Tarpose - The Loan Agrcement under "Major Out-
puts Ixpected'calls for "Improved HAG budget ratios between
fizxed and operating costs toward achicvements of a 70:30
ratio from the current £0:20. This will require that all
LAG counterpart funds provided for the I'roject be utilized
for operating expenses, resicting further increcases in
percsonnel over and above 1970 stall lovels.”

The CAY places a great deal ol cemphasis on this
target and otates that: ", ., further dimprovement of MAG field
service cannot be contemplated unlbecs funds are made available
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to redress the balance between star( and operating costs.
And this is one of the key factors to be resolveq under
the proposed Agricultural Services loan project.®

2. Evolution of mMaAG stalfing - The CAp indicates

that the staffing level in 1970 was 187, It ig believed that this

figure excludes Service personnel and Labor, Using this
definition, the comparable figure in 1979 was 1,302, a
49% increase over the Tive year period, If service and
labor positions are included, the 1975-79 increase is
65.1%. It is obvious that one of the parameters set up
in the project objectives was not achieved,

Operational vs. Fixed Cont Ratios - The August,
1977 Mission evaluation indicates that there was “confusion
concerning what vags originally meant by "fixed" andg "operat-
ing" costs., ©Dhig definitional problem remains, In any
event, it is believed that there ig nothing magic about
70:30 or 80:20. Wwhat is important ig that the analysis,
which seems to have heen generally apgrood, indicated that
there was an unsatisfactory relationship between the num-
ber of people (measured in terms of personnel costs) and
the funds available to make it possible for them to do
their job. Leaving aside 80:20, it ig possible to measure
whether there has been any significant change in the ralation-
ship,

There are several formulace ropr making the mea-
furement, e.g. personne] costs as a pereentage of MAG total
expenditure net of transfers, personnel costs as g percent-
age of MAG expenditure on personnel, non-personnel costs,
and materials andg fupplies, which oxeludes machinery and
equipment, construction, global allotmonts ang financial
cxpenditure. They all show approximately the same results
as recards change over time in the relationship. 1¢ ig
Lelieved that the most appropriate measvre, and the one
thatl is shown in Table I1-23, is whore perionnel costs are
compared to the fum of personnel., non-personnel and mate-
rials and supplies cost,

IT it can he assumed Lhat Lhe Situation was un-

atisfactory in 19%4%, the calculations wonld indicate that
't has not only not improved, Lut ig maieinally worae.,



Table 1I-23

Comparison of Operating vs. Personnel Cogts 16/
(in millions of colones)

(1) (2)
Total of personnel, Column (2)
non-personnel % materials Personnel as % of

% supplies expenditure __Costs Column (1)
1975 Ls.9 LN 74 .8
1976 54.2 h1.5 76.5
1977 71.1 50.2 70.6
1978 93.4 YARRY 76.5
1979 110.8 8.6 76 .3

This finding is certainly borne out by qualita-
tive commenis in every interview conducted. Also, it may
be of interest to compare the data for MAG as a whole to
similar calculations for the Lxtension and Research Director-
ates. This 1s shown in Section I1 »10 of this Report.

4. Conclusion -No prorfress was made toward achieve-
ment of this objective of the Project.

M. Other llanazement Improvements - In addition to the

purposes dealt with in preceeding scetions, the Loan Agree-
ment lists two general management objeclives as follows:

- "Develop and monitor a reporting system to be
used as a management tocl in keeping cach Division and the
Minister informed of program progress.”

"Investirate the possibility of improving the
procurement and administrative seclion of the MAG."

These two purposes can be deall with quickly and
cummarily. There is no evidence o1 any kind that any attempt
wan made during the project period to deal with either one.,

16/ Source: lemorias Anuales of the Comptroller General
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IIT. Cooperative Development Project

A. Conditions Precedent

Three documents were required to tulfill the CPs, as
follows:

1. Evaluation Plan - Section 3.01 (e¢) of the Loan
Agreement established a broad requirement for this subject.
A document dealing with INFOCOOP's plans in this regard was
submitted by the GOCR on March 25, 1975 under cover of docu-
ment 5-CAN-2729, 'Phe INFGCOOPr dozument is nol referred to
specifically in any I.L., but was presumably found to be
satisfactory,

2. Implementztion Plan - section 3.03 (a) of the
Loan Lz ent lled Tor an estimaled sehedule f disburse-
~0an hareement called for an estimalod senedule of digburse
mente by category during the first )

Jear of operations; a statement of lending policies; a de-
seription of monitoring and coordinating activities; and a
plan for utilizing technical assistance Mnds.,  On llay 22,
1375 TRFOCO0P submitted a document in satisiaction of this

renuirement. In I.1, No. 2 (July 9, 1974%) the Mission ad-

vised that the reauirement wag only partially satisfied,and
thzv 1{ had separately requested certain clarvifications.

It zlco added to the reguirements Jlisted in Lhe Loan Agree-

mendt o request for a five year financial projection.

On Aupust 28, L1975 THIOCO0OY submitted a new
document which avp arently satisficd mout of the Mission's
e J
COnCerng.

section 3.03 () oT the Somn Lereement rogqulited an agree-
ment between the Central Raplk and TNFOCOOT pnrosuwant 1o which
INFGLO0F would be loaned 52,600,000 of qoop fands ., This
proved diffieult 4o necotiate ap Lhen Lhero wopen delays in
cxeevting the agrcement whieh Led Lo intorvention by the
Fisoion with 4the Contired Dunkts o The soroemoen oy Finally
oXecutod in Hovember, 1094, 44 conld probably have bhaen
concluded soveral month carlicr and, cinee it wan the laet
cendition to be complled with, 12/wonld have popni btaed the

3. Certification of Availabilitngfugﬂgpteroart -

}Z/ Uther Crn requirod were conenticlly wochanion) and
foned no cubntontive vrohloms.,
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issuance of I.L. No. 7 recording the satislaction of the CPs
Tor INFOCOOP in September rather than on MNovember 21, 1975
as was the case.

k. Conclusions - The issuance of I.L. No. 7 should
have cleared the way for committing and digbursing loan
funde. This was not the case. Basic isoucs such as the
reletionship between the use of AID and counterpart funds
had not been addressed. Also, as T.5. No. 8 izsued only
four days later (November 25, 1975) mako: ¢lear, many sub-
stantive lgsues concerning the nature of the project must
heve been under diccucsion.  In the evenl, 1L was not until
July 14,1976 -~ zeven months later -- via 1.7,. No. 11, that
the LID/counterpart relationship issue was sotbled (a 51/49%
ratic arranecement for individual sub-projects) and disburse-

Lol an initial advence of @1 million anthorized.

ety Gl

It is difficult not to faull iMizsion management
for this last seven months delay. Novmally, the AID funds/
counterpart relationship question should have been dealt with
in the Froject Paper znd Loan Agreement. 1, due to an over-
adieht, this was not the case, it certainly should have been
ifentified and resolved durine the 12 montbh period between
Loan Agreement siening and satisfactinon ol Lhe Cps.

E.  Loan and Counterpart Disbursemen s

The Loan Agrecment provided for Lhoe following financing:

Table T17-1

Project Financing by source and Purpose

(in millions of
USE or equivalent)

ATD Tunds for credit purposes $2.70
GOCR Counterpirt for erodit purposes 2.60
L1000 Ninds for enternal T.A. 0.30

nor My 3 e . A ayrvm Y e kA -4
AT undo for acoictonce Lo
[

vontor cooperatives 0.20
Fal AR . EEE T P Y P S SR 3 o

OO Counteryart for training 0.15

! ‘ AL

dy r’

P )-9_/
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Table III--

(thousands of dollary)

Disbursement of AID Funds by Year and Purpose

External Assistance 1o %
Credit T.A, Weaker Coops. Total by Year:
1975 - - - - -
1976 168.3 - - 168.3 5.0
1977 660.6 132.6 - 793.2 23.5
1978 h75.0 112.8 21.7 609.5 18.1
Total 2,875.0 261.1 208.9 3,375.0 100.0

Table T17-3

Disburcement of Counterpart Funds by Year and Purpose

(thousznds of dollar cquivalents)

ot
/ a
Credit Iraining Total by Year

1975 - - - -
1096 157.5 - L57.5 9.0
1677 601.9 - 601,96 340
1078 526 .4 103.4 629.8 36.0
1679 3142 _h6.8 __361.0 20.6

Totalg 2,600.0 150.2 1,750.2 100.0
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in December, 1979, a 132% increase over the Tive year period,
fven discounting for inflation this can be considered satis-
factory progress. Also, in terms of the Cosla Rican ecoaomy,
an US579 million sub-sector of the capital slhincture of the
fountey i not insignificant. Howover, mabie LIT-10 which
crnminien the yearly rate of increase Gines come unresolved
‘nd tneramined in thig report questions aboyt Lhe validity

of the THFOCOOP data and/or the definitions used in measuring
coclin! capital.

fable 171-9

Average Number or Membogilgu;ﬁggjgggved

- —

Cooperative by Year ang une Lion

Function 1970 =279

A Ircressing Averaces

“avines: and Loan L 514.,6
Arricul ture 295, 1 335.4
idustrial 266, 9 30204
Comsumplion 302,y 95,8
h?octricity 4,21?.8 4,40?.0
Servicoes 87,0 695.2
E.  Decreasine Average
FMualtiple runctiong el o Lgo.8

Recrontion 258.6 189.4
oo ocrort o,y 69.7
Howsing 238, 222.0
Hondiorarlt 37.0 28.0
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Table II1-10
social Capital

(in millions or USH equivalent)

5ot
Increase over Increase
Amount Previous Year Over Yrevious Year

197 33.5 - .
1975 37.1 3.6 10,7
1976 h2.5 5.4 .4
1977 h9.2 o7 1.1
1678 (7.6 20.4 Iy, 0
1979 68.8 11.2 6.6

Table II17-11
Social Capital by Functionzl Grouping

——————l

(in millions of USH cquivalent)
December 199 December 1979

Amt, 4 Ant. %

Sevines and Toan 7.1 21.2 26,1 34.0
Aericulture 11.0 32.7 12.3 16.0
m1tinle Punctiong 3.1 9.2 11.1 1.5
Tndusirizl 10.7 32.0 20.9 27.2
.6 1.8 5.0 6.5

0 _,L']; ....l_'.}. “__1'8
.5 100.0 6.7 100.0

Examinineg the evolution of wocin] capital by
mnctionsl grouping between December 12970 ang Noramhay 1979
Shows that while aln functionsl arene (with 1he ~rcootion

Ftion and aonsine) have been meoyineg i ahoolate

C T oonsurn
Toris, Lhere has bheen n aronommeed Shift iy e ibira topmg
TEVor ol cavipe. and lomn, andg il tinle frive Linm | ang

chocteie by onti Ling g EUAINCE arrien) baree g (Lo 2 leszer

A . . -
Crlent) Dihaateion eoon;,



Table ITI-12 shows how the Llolal increase of
US$43.1 million equivalent between 1971 and 1979 was dis-
tributed:

Table TTII-12

Distribution of Increasc in

Social Capital 1971-79
(US$ equivalent in millions)

Amount of Increase %

Savings and Loan 19.0 iy, 1
Industrial 10.2 23.7
Multiple Functions 8.0 18.6
Zlectricel I 10.2
ftoricultural 1.3 3.0
A1) Other 0.2 _0.4

Totals hi3. 100.0

5. Volume of Operations - The data on volume of
operations is both incomplete and suspecl. The CAP indicates that
in 1972, the value of sales and Lransaclions of all coopera-
tives was USS70.8 million, of which €77 (150,01 million)
presented cales of agrlcultUTQl coops, including coffee, and
117 (5202 million) reprecented credit union loans.

INFOCOOP's dats is only for 19Y8/79 -~ apparent-
ly o year by year records on volume of oporalblons were kept
during the life ol the project, 2t leacl notb in any organized
fashion.  Using 1979 Fipwres vheve availablo and 1978 firures
fo i1l in, INT0COOP han arrived ot volome of operation
sincun o for four functional grouping: on ol lows:
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Table TIT-17

Personnel Strensth by Year and Department

1975 1976 1977 1978

1979

A Folicy and llanasement

CONACOOQYP
Executive Direcctlion
(Includes typing pool)

Sub-Totale

R Technical Departments

N
~3
=
N

s I
~3
!H
-

~ s

wt

I
B

Menning

—
=
O £
=

Loan 0
zducation ¢ Training 4 Y 8
GClelisCOQP 3 3 2
Coon. Tromotion 6 8 Q

Technical Asslistance

IC'CN)\'J ~N NI S

¥ Projeoats Q 12 12
Mublications o 2 3
Cooup. Supervision 11 10 1l

Sub-Totals L 5 56 59
C. support Departments
Lezal 3 q Iy
audit h.

TForsonnel ) 2 2
Ldminlastiration 21 20 272

|
1

Cub-Totals

@D W
NSO
s K
= 9 in
—

O

N
-

o W
~N W

e Totaln

=
e AV ]

C\Pd - =
O FWY OO
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decrease in recuperations projected (even Lhoush the prepon-
derance of long term loans is contributory) and there are no
reports of unusual grace periods granted in L9778 and 1979).
“hus, if one also rules out the composibion ol the portfolio
4 & major causative factor, one is lert only with an anti-
ciputed high delinquency rate or a decrease in credit po-
quetitoaz the culprit, INTOCOOP reports Lhat requests for
¢redit are increasing, which leaves only the delinquency
rate an the causative factor. The evolution ol lcan repay-
ment delinquencies will be examined in the nextg Section,

There is an additional phenomenon worthly
of note. The 196" budget document sepresales loan disburse-
ments by source of funds and shows the piclure described in
Peble IT1T-29.

Table III-29

Loan Disbursements by Source of ‘'unds

(millions of colones)

1977 1978 19797 1980

TN7OCO0P Assets 21.2 e 14.8 12.1
ATD Loan 022 - 2.5 11.2 1.8
AID Loan 025 .9 6.5 12.1 3.7
~ounterpart from
ESCH to Lean 025 0.1 - - -
TPE Toan 31 S?/CR 0.1 - - -

Total 32.8 29,0 5040 17,6

It should be borin in mind Lhat all 1980
Tieures, with the possible exception of Lhose aibributed to
PHPONGOP avsets, correspond Lo recuperation: of pxlabinge
foine . Phe lack of any disbursement Pipure for Lhe Loan
L ocounterpart account in one of bookkeeping only, i.a.

z8/ Disbursements and commitments ar of 31./8/v9
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a decision to earmark projected recuperation on this account

(Z3.5 million) for servicing the debt with the Central Bank.

Approximately 50% of the apparent bulge in 1979 disbursements
from loan 022 recuperations is a reflection of the roll overs
approved that year, rather than actual disbursements.

Taking the above comments into considera-
tion and examining the evolution of loan disbursements by
source of financing, it would appear: (i) to confirm the
previous conclusion that the delinquency rate is the princi-
pal causative factor in the projected decline in loan dis-
bursement levels in 1980; and (ii) to indicate that the
delinquencies are most serious for the type of loan program-
med under the several AID loans and associated counterpart.

(e) Loan Repayment Delinquencies - Table III-30
summarizes the data from INFOCOOP accounting records regarding
loan payments in arrears as of December 31lst. of each year for
the period 1976-79. While the figures for all years are cus-
pect because of the roll over accounting practice, it 1is pos-
=ible to make an adjustment in the 1979 total, increasing it
by @7 million to ¢16.8 million. If one ass:mes that the
vroportions between amortization and interest for the ¢ 7
million is the same as for the £12.8 million 1978 total, this
would give adjusted 1979 figures of:

Amortization 11.1 million
Interest 5.7 million
Total 16.8 million

Using the adjusted figures and comparing
arrears in amortization payments to the total portfolio,
Table III-31 shows the evolution of arrears as a percentage

of the portfolio.
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Table III-30

Loan Repayments in Arrears by Year
(millions of colones)

Amortization Interest ‘Total
1976 23 1.4 2.7
1978 9.1 3.7 12.8
1979 6.1 3.7 9.8

Table III-31

Payments in Arrears as % of Total Portfolio
(millions of colones)

Total Portfolio Amortization Arrears %
1976 75.0 2.3 3.
1977 92.0 6.7 7.
1978 100.7 9.1 9.
1979 122.9 11.1 9.

If one excludes arrear under 30 days, the
percentages change only very little, as follows:

%
1976 2.8
1977 6.8
1978 8.7

Thus, it can be seen that most of the
delinquent payment problem is of a structural, rather than
a cash flow problem nature on the part of the borrowers.,
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It might be expected that the percentages
of loan operations in arrears for amortization would follow
the portion of the portfolio affected. They are, in fact,
considerably higher, as Table III-33 shows, and indicate
that the malaise is very wide spread.

Table 1II-33

Number of Loans in Arrears

Total No. of No. Loans
Loans in Portfolio in Arrears %
1976 149 64 43.0
1977 157 72 h5.9
1978 154 80 52.0

Of the 80 loans shown in arrears in 1978,
thirteen were in prccess of judicial recovery. 1In 1979,
this number increased to 14. By Jjune, 1980 -- according
to INFOCCOP's lcgal department -- the number had decreased
to 12.

The overall credit picture is certainly
gloomy: close to 40% of the value of the portfolio and over
50% of the loans were in some sort of trouble in 1978.
Also, it is reported that the nature of the guarantees
given makes them quite often untranslatable into cash.
"inally, the process required to collect on a bad loan from
a cooperative is long and complex -- much more so than with
a commercial banking transaction -- and requires up to three
years to execule. All this probably add: np to the pro-
Jected 1980 decrease in the amount of loan recuperations
referred to earlier.

5. Credit Operations and Policies

(a) Loan Agreemsnt Terms and Modifications -
The Loan Agreement earmarked the use ol Lhe US$5.3 million
of loan and counterpart credit funds as follows:
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(inillions of USs $)

Production Credit 1.5
Marketing and processing credit 3.2
Other (e.g. working capital) 0.6

Total 5.3

It further earmarked the production credit
item, indicating that $1.3 million of the $1.5 was to be lent
to FEDECREDITO and FEDEAGRO at a lower interest rate than
other INFOCOQP loans, either to federations or to individual
¢oops. Finally, it provided that all of the "other" credit
thould come from counterpart funds and that none of it should
be to "cooperatives primarily composed of coffee producers ."

in I.L. No. & (November 25, 1975) issued
flmost simultaneously with approval of the CPs, the carmarking
el production credit funds for the Federaticns, both as regards
amounts and preferentia] interest rates, was eliminated.

In I.L. No. 19 (February 27, 1977), the ear-
marking of funds amongst the three purposec categories was
eliminated ang comingling of all credit funds under the program

authorized.

In I.L. No. 33 (November 28, 1978) the re-
Striction on lending to coffee producer coops was also elimi-
nated.

Finally, in I.L. No. 42 (October 26, 1979)
the Mission approved a US$175,000 transfer of Loan funds from
the Agricultural Services Project to IN"OCOOP's credit program,
bringing the amount of Loan funds available for credit to
u3:42,875,000 and the total for the credit program to US$5,475,000.

The net effect of the 1.1.45 wag twofold:
(i) to remove al] formal earmarking of funds; and (ii) to
pPlace the Federations in exactly the same position as indi-
vidual Coops as regards the cost of money borrowed from
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Table III-34

Urban/Rural Distribution (Total Authorizations)

Total Urban Rural

T Tof T % of

No. Total No. Total

No. Coops receiving
loans 92 28 30.4 6l 69.6

No. of Loan
operations 209 L8 23.0 161 77.0

Value of Loans
(million of &) 133.5 21.0 15.7 112.5 84.3

(2) Loan Concentration (Rural Authorizations
Only) - Table III-35 shows the distribution of loan authoriza-
tions over the 1975-79 period ranked by the amount of the loans
authorized to individual coops, federations and repional unions.
There 1s a high depgree of concentration in the use of INFOCOOP
credit resources: six cooperatives receiving loans totalling
over ¢5 million and representing 9.4,5 of those receiving loans,
accounted for 42.375 of the total lending. The 38 coop: at the
nther end of the scale receiving loans totalling under @1 mil-
lion (59.0)% of those receiving loans) accounted for cnly 12.6/4
of the total lending;. The one entity which was pranted loans
exceeding £10 million was the coffee growers/processors feder-
ation.

It is aloo worth remarking that the
6 coops or other <oup entities receivineg loans of any
o

amount representead only 2075 of the 311 first depgree coops
and eight second depree cooperative entities active in 1979.

The defree of concentration noted is
due in large part to the emphasis siven to promoting apgro-
indus trial enterprises which, by their nature, require large
Jnvestment.
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Tal.ie III-35

Concentration of Loan Authorizations by Amount

Amount
Loaned
Loan Range No. Coops. % {millions &) %
Under Z500,000 28 L3.8 7.0 6.6
500,000 to 1 million 10 15.6 6.8 6.0
Z1 million to 2 million 9 14.0 12.3 10.9
Z2 million to ¢/3 million 5 7.8 13.0 11.6
7?3 million to Z% million 6 9.4 25.4 22.6
#5 million to ¢10 million 5 7.8 33.8 30.0
Over 10 million 1 1.6 13.8 12,
Totals 64 100.0 112.5 100.0

There is another way to look at the
question of credit concentration and that is to examine the
frequency distribution of the loans durving 1975-799. This
information, presented in Table 111-36, reflects a more even
treatment of the cooperative clientele than is shown in the
distritntion analysis by amount of lonans. The data, here
also, it limited to rural cooperatives,

(3) Loan Purpose (Rural Coops only) - The
auntherizations of all loans made Lo rural coops were analyzed
from the viewpoint of the principal purpose for which the
1nane was pranted,  This clescification had to be somewhat
arbitrary cince quite often a piven loan was related to two
or more purposes in the classifications used. Also, it will
e noted that a total of 76 coop entitics are shown as bene-
fitting, when in reality there wore only 6L, The reason ig
that 12 coops received two or more loan: for different
purpocec,
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Table III-36
Frequency Distribution of Loan Authorizations

No. Years Coops Credit
l.oans Received Benefited Amount Operations
No. % Value % No. %
b of 5 years 3 L.,7 16.1 14,3 21 13.0
3 of 5 years 7 10-9 2805 2503 31 l9c3
2 of 5 years 19 29.7 L4 .8 39.7 61 37.9
1 of 5 years 35 _54.7 23.1 _20.6 48 29,8
Totals 64 100.0 112.5 100.0 161 100.0

Table TII1-37

Loan Authorizations by Purpose 29/
(millions of ¢)
Coops Loans

Purpose Benefiting  Made Value
No. 7% No. % Amount™ %

Processing of Agr. Prod, 18 23.7 3 26,7 h3,7 38.8

I

Produce Marketing 13 17.1 36 22.4 14,1 12,5
Sub-Totnl 31 ho.8 79 49,1 57.8 51.3
Product Input Sales 14 18.4 33 20.5 23.3 20.7
Arric. Production 16 21.0 21 13.0 15.1 13.4
Sub-Total 30 39.0 s 33,8 38.4 30,1
Flectricity 2 2.6 2 1.2 3.7 3.3
Recrration 1 1.3 2 1.2 0.3 0.2
Gonsumption 12 15.8  2h 14,9 12.3 10.9
Sub-Total 15 19.7 28 17.3 16.3 1.4
urand-Total 76 100.0 161 100.0 112.5 100.0

29/ Purpose classifications based on verbal information
provided by the Financing Departmert of INFOCOOP.
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If one equates the first two groupings
in Table III-37 with the purpose categories set forth in the
loan agreement, it is obvious that: (i) the loan program re-
quirements were more than fulfilled; and (ii) the attempt to
carry them out exerted a strong pull on all available INFOCOOP

credit resourcas.

(¢c) Loan 025 *inanced Credits - Of the 64 rural
coops receiving INYOCOOP loans during the 1975-79 period, 25
(39%) were financed in whole or in part from the AID and
counterpart funds programmed under the project. These 25
coops received 65 loans, i.e. 40.4% of the total of 161 loans
authorized. 1In 18 of the 25 sub-loans, there was active in-
tervention by the PCI technicians in the formulation and/or
analysis of the sub-project.

The head of the Financial Department was
requested to rate the success of these 29 operations. By
hig value judgements 10 are doing well, eight have failed
or are in serious trouble, and for the remaining seven it
is too soon to judge. Considering the data presented earlier
on loan recuperations by source or financing, these value
Judgements would seem a little on the optimistic side. It
will be noted that the value of these 66 operations is ap-
proximately U331 million higher than the amounts available
under Loon 025, due to comingling of other INFOCOOP resources
with AID and counterpart proceeds from Loan 025. 1t is algo
worth noting that these 25 sub-loan projects accounted for
19,35 of the total amount of loan: authorized in the five
year period, ind for 40.W5 of the number of credit opera-
tions approved. Apain, it is obvious that ATD Loan 025 and
its purposes had a very strong effeci on IN"OCOOP lending
policies and practices. In the initial ILoan Agreement, the
relationship between funds earmarked for marketing/processing
and production/working capital was 60:40, Taking into ac-
count the additional US$1 million included in the above fig-
ures, it can be concluded that the amounts actually author-
ized (69:31) comnlied with the original intent of the agrece-
ment as regards earmarking of credit funds.
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Table ITI-38

Loan Authorization with AID Loan 025 Funds
By Year and Amount
(millions of ¢)

Amount No. of Operations
1976 5.5 13
1977 15.5 20
1978 16.3 21
1979 18.2 12
Totals 55.5 66

Table III-39

Credit Authorizations from Loan 025 Tunds by Purpose
(millions of ¢)

Coops
Benefiting Loans Made Value
Purpose No. 7% No. Z Amt, %
Processing of Ag.
Production 8 30.8 29 43,9 29.9 53.9
Produce Marketing 7 26.9 18 27.3 8.4 15.1
Sub-Total 15 57.7 W7 71.2 38.3 69.0
Product Input Sales 7 26.9 12 18.2 13.3 24 .0
Agric., Production U4 15.4 7 10.6 3.9 7.0
Sub-Total 11 h2.3 19 28.8 17.2 31.0
Totals 26 30/100.00 66 100.0 55.5 100.0
Table III-40
Loan 025 #inanced Authorizations by Purpose
as % of Total Loan Authorizations
(in millions of Colones)
(1) (2) Col. 1 as
Total Loan 025 % of
Portfolio Authorizations Col, 2
Processing of Ag. Prod. h3.7 29.9 68.5
Produce Marketing 14,1 8.4 59.4
Praduct Input Sales 23.3 13.3 57.5
Agricultural Production 15.1 3.9 25.6
Totals 96.2 55.5 57.6

30/ One cooperative received two loans for two different
purposes.
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Note should also be taken of the heavy
preponderance of agro-industry within the first category.
This is undoubtedly the most complex and sophisticated of
all four types of operation and this factor probably has
some relationship to the problems with the low present
level of loan recoveries,

As indicated earlier, when the total
credit operation of INFOCOOP was examined, there seemed
to be reason to believe that the direction called for
regarding use of Loan 025 monies had exerted a strong pul?
on use of other INFOCOOP credit resources. This is born
out by comparing total and 025 associated credits for each
purpose (see Table III-40),

(d) Impact of Project Loans - An attempt was
made in 1980, using survey techniques, to measure the impact
on the farmer of the Loan 025 financed credits. The results
Are embodied in the report of "Consultories Interdisciplinaria
en Desarrollo, S.A." (C.I.U.), entitled "Evaluacidén de un
Frograma de Desarrollo Rural-Préstamo 025 de la Agency for
Internaticnal Development del Gobierno de los Estados Unidos
al Gobierno de la Repiblica de Costa Rica."

A total of 461 cooperative members of seven
first degree coops were interviewed. Interesting data on
such topics as scurces of income, living conditions, relations
with the coops, production, use of inputs, etc., was devel-
oped. In general, what emerges 1s a picture of full service
coops and a membership that Is better off than five years ago.
Unfortunately, of the seven coops, five are coffee procucers
and four of these were associated with the project only
through a fertilizer loan to “EDECOOP. Thus the beneficia-
ries of only four credit operations were surveyed. The
sample is unrepresentative and its findings are not of much
ute in measuring the impact on the farmer of the credit
sclbivities of the project.

(e) Formulation and Approval of loan Projects -
The TCI intervention in project formulatinn as regards 025
Financed credits has already been noted. One of the conclusions
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in the PCI report is that there was insufficient participation
by cooperative boards of directors and management in the for-
mulation of projects 2;/. Interview data indicates that this
situation still prevalls. a major thrust of Loan 025 as it
impacted on the way INFOCOOP conducts its business was for
the Institute and its advisors to develop projects and then
find or help create suitable coop entities to execute the
projects with loan financing. This concept of the Institute
developing a "shelf of projects" is regarded as still valid
b INFOCOOP staff. While too much should not be made of this
point, this procedure probably influences cooperatives to re-
Fard INFOCOOP credit as something of a government handout,
rather than as resources for which the cooperative and its
membership are responsible.

The record shows clearly that, without this
procedure, there would have been little possibility of placing
the loan funds for the purposes indicated within the time Jimi-
tations set. However, from the standpoint of development of
the cooperative movement, there is much to say in rfavor of
considerably more of the initiative being left to the coopera-
tives. It 1s, again, the issue of an economic development vs.
a cooperative development role for INIFOCOOP.

Interview data and the PCI report also sug-
gest that when the vital question of a given cooperative's
ability to manage and exccute a project was examined, the
findings of the analysts of the “inancial Department and of
the INFOCOOP Credit Committee were not always respected by
the Institute's Board of Directors, where the final decision
rests. It is, of course, true that the latter takes into
account social and political factors, which may not be given
due weight by the former.

31/ Mission Project Managers point out that in many coses,
at the projeect formulation stage, the coop did not have
legal status and, consequently had no Board of Directors.
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The Loan Agreement did noct call for prior
AID approval of individual credit operations. Nevertheless,
such a procedure was institutea. From the INFOCOOP view-
point, the only benefit achieved was assurance that the
nredit operations would be acceptable for reimbursement.
Little in the way of substantive benefit is believed to
have resulted. A review of AID files tends to support
this conclusion and indicates, in addition, that the AID
review tended to delay approvals unnecessarily.

In the formulation ¢of lcan projects the
initial work is performed by the Projects 5Section of the
Techinical Assistance Department. At a later stage, the
projects are reviewed by the analysts of the ‘"inancial De-
partment, There appears to be a jurisdictional problem
hare leading te some degree of duplication of effert.

There are several manuals dealing with
preparation and avproval of loan~, some of which were pre-
pered with PCI ascistance. These are General Regulations
"oy Credit, and the llanuals on procedure: for analyzing
ond formalizing leoan applications. The head of the Finan-
cial Departiment says that they are being used and are
helpful.

(f) Credit Supervision - One of the major
PCT conclusions was that loan supervisinn was weak due to
a lack of manpower. It recommended an increase in person-
nel atsirned full time to this function from one to four.
This recommendation was put into practice. At pres:nt
Lhere are four professionals in the “inancial Departnent
assiened to credit supervision. Alcso, a manual on proce-
dure:s for credit supervicion was developed with PCI as-
siotanee and is in une.,

An indication of at least one aspect of
credit supervicion was the audit of Loant 022 and 025 per-
formed by Herrero, Villalta and Acsociates in March, 1979.
This was delivered to INFOCOOP in September, 1979 and for-
wirded to AID with comments in November, 1979. In only
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three cases (UNACOOP, FEDECREDITO, and COOPETRAIN) was there
any indication of improper use of loan proceeds by the bor-
rower. In all three cases INFOCOOP had taken corrective
action.

As this was being written, we were in-
formed of a decision by INFOCOOP's Board of Directors to
move the credit supervision function from the Financial
Department to the Supervision Department. (The work of this
latter department, which is responsible for the legal audit
of cooperatives function and carries out other tasks, will
be discussed later). The reasons for this move are reported
ast (i) desirability of having different departments hand-
ling loan authorization and loan supervision; (ii) belief
that the Supervision Department has a better picture of the
overall functio.iing of a given coop and can thus place loan
execution in a better perspective; and (iii) possitle econ-
omies of staff time. What effects the change will have
remain hidden in the future.

(g) Interest Rate Structure - The CAP states
that the interest rate structure set up 1n the Loan Agree-
ment is designed to keep the cost of money to the coopera-
tive borrower higher than the cost of money to the borrower
from a bank. The idea is to motivate Tarmers to "graduate"
from reliance on cooperative credit. The CAP states: "It
is believed that the farmer will in fact borrow cheaper
money at the point he has the capacity to do so." Trans-
Jating this concept to numbers, the CAP goes on to state:
"The banks market credit at an effective rate to the bor-
rower of 8%. The correspc Ading rate for the coop borrower
is 12% and is being raised to the vicinity of 15%.*"

It was on ... basis of this philosophy
and understanding of the nationul credit situation in 1974
that the Loan Agreement, as amended, provided for:

- INFOCOOP leans to coops or Federations
at 6 to 9 %,

- Federation loans to coops at 9 to 12%
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- Coop loans to farmers at 12 to 15%

According to INFOCOOP's Financial Depart-
ment, as of June, 1980 the average interest for all active
loans in the Institute's portfolio was 7.38%, and broke down
as follows:

Loans financed from INFOCOOP resources - 10%
Loans financed from Loan 022 proceeds - 8%
Loans financed from Loan 025 proceeds - 9%

Loans financed from Loan 015 proceeds - 2.5%

Farmers were believed to be obtaining money
deriving from INFOCOOP loans to cooperatives at 10 to 14%.,
At t' 1s same period (mid 1980), except for a very limited
amount of subsidized small farmer credit, banks were charging
18-20%4. Also, there was -- and continues to be -- a squeeze
on credit availability.

It is obvious that the CAP strategy is
not working. Part of the reason, according to INFOCOOP,
is that AID is insisting that the interest rate structure
specified in the various Loan Agrecemznts be maintained,
even for usze of reflows,

There is no discussion in the CAP of pos-
sible adjustments in interest rates:; neither is there any
specific prohibition stated either in the CAP or the 025
Loan Agrcement. There iz, perhaps, an implication in the
Loan Asreement that interest rates on ATD funds are not to
be vacied, sincé there is specific provision for changing
interest rates relating to counterpart funds, subject to
AID ajproval. Nevertheless, given the rationale developed
in the CAP of maintaining a certain reclationship between
cooperative and bhank lending rates, it seems inconsistent
« Lke part of AID to hold to fixed INFOCOQP rates; in a
“ituation where bank rates have gone rum 8 to 18%4. “urther,
there seems to be no justification what:oever for AID':
inzistence on IN0COOP applying the Loan Agreement rate
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to loans authorized against reflows. The only reference

to reflows in the Loan Agreement is in Seation 5.02, which
states: "All repayments and interest from the credit activi-
ties of the Program will be utilized throughout the Loan
repayment period for activities associated with rural devel-
opment for the benefit of the small farmer."” This can in

no way be construed as governing the interest rates to be
applied to reflows.

There is no question but that the AID
position or interest rates for reflows is seriously damaging
TNFOCOOP and, in effect, helping to decapitalize the Insti-
tute., This position should be reviewed immediately.

(h) Use of Loan Repayments - In addition to
the interest rate issue related to reflows discussed above,
INFOCOOP states that AID insists that loans financed with
025 recuperations be used for the specific purposes set
forth in the Loan Agreement, i.e. marketing/processing and
arricultural production purposes. This seems a very narrow
interpretation of Section 5.02 of the Loan Agreement, and
excludes the use of reflows for such appropriate destinies
as rural consumer coop operations. “urther, this AID posi-
tion leads to the maintenance of an unnecessarily  compli-
cated hookkeeping system where the proceeds of any given
loan have to be traced into perpetuity. It would seem de-
sirable to:

(1) llow reflows from AID loans to be-
come comingled with other INFOCOOP resources and lose their
separate identity,

(ii) require INFOCOOP to discriminate in
its records between rural development and urban development
credit cperations; and if possible for the former, between
small farmer and other rural development; to make periodic
reporie on its total portfolio in this connection; and to
monitor Section 5.02 compliance on this basis.
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6. _Planning and Budgeting - The Planning Department
is composed of two sections: Statistics; and Programming and
Studies. The Statistics Section is responsible for data
collection and for research on the cooperative movement. The
Planning and Studies section i; also responsible for evalua-
tion of INFOCOOP activities, At present, each section is
staffed by three professionals.,

(a) Statietics Section - The statistics unit
is now engaged in conducting a census of first degree coop-
eratives, which was programmed f-r 1978. It estimates that
the job will be completed in 1981.

The PCI final report of September, 1978
indicates that there war a lack of information on what was
happening in the cooperatives in real life with the conse-
quent difficulty in performing - analysis and designing
programs to deal with the problems. An attempt was made
to set vp an information system, using the federations to
gather data. It was reported as unsuccesful. The need
remains,

One has the impression that the Statis-
tics Section is not making full use of the data which is
available within INFOCOOP in the records, trip reports,
etc., of the various departments. A central file, by co-
operative, would help.

(b) Program Budgeting - The Institute has
been producing an annual program document or operational
plan since 1977. 1In 1979 an attempt was made to produce a
program budget with the assistance of a PCI technician and
8 Pecace Corps volunteer. There i1s tc be another attempt
in 1981. The documents themselves show a good grasp of
program budgeting concept:.

The present accounting system does not
lend itself to implementation of a program budget. The
Tnetitute hopes thal when its accounting becomes comput-
erized, this will becomo feasible. It will not, however,
a5 the PCI report points out, be that simple and mechanical.
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At present, people in INFOCOOP tend to conceive of program-
ming and budgeting as two separate exercises, each of which
has its own purposes to fulfill. It will take time and
patience to change this mentality. In any event, the use
of program budgeting will not necessarily resolve what the
Planning Department reports as its major constraint, i.e.
getting the rest of the Institute to function along planned
lines, whether expressed in a program budget or an opera-
tional plan. What is apparently lacking in this regard is
strong enough leadership from management.

In shifting toa computerized system some
thought might also be given to examining duplications in
funetions between the Audit and Administrative Divisions.
The Audit Division has two principal functions: it acts as
0 Comptroller and advises the Board of Directors on finan-
cin) policy and other matters; it also conducts a pre-audit
nf all expenditures. It is in the latter function that
there is probably duplication of work performed by the Ad-
ministrative Division. To some extent, this may be a con-
sequence of the general financial administration laws of
Lhe GOCR to which INFOCOOP is subjuct. Nevertheless, there
may be potential for manpower savings 1if the two operations
are looked at as a process.

(¢) Planning Concepts and Techniques - Planning
i basically an exercise in establishing priorities. 1In this
connection, it is informative to examinc how the Planning
Department Foes about setting the priorities for the Insti-
tnte'c technical assistance and project study activities, on
whinrh it devotes considerable time and cnerfy. As a first
step, a concensu. is sought amongst all department heads on
which cooperatives to earmark for assistance, keeping in mind
the general thruct of the current national development plan.
A 1ist of 50 or 60 coops emerges from this first step.

5 a second step, a rather elaborate point
<>~ +-~= i5 applied tc each cooperative on the concensus list,
and A certain number with the highest score (currently about
10) are then selected and programmed for technical assistance
in the progsram year. Finally, using log frame techniques, a
apeci fic set of time phased action steps arce planned.
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The entire exercise seems to be well thought
out and carefully manage.. What appears to be missing are
policy directives at the beginning of the exercise, i.e. ac-
cording to what criteria is the initial concensus to be ar-
rived at? Should priority at a given point in time be given
to coops with INFCCOOP loans? Should special attention be
focused on assisting coops to enlarge their membership?, to
improve their management?, etc.

It is not entirely up to management to pro-
vide these policy directives. One of the functions of the
Ilanning Department should be to present policy alternatives
to management. This is perhaps the weakest aspect of the
vorg of the Planning Depertment. This, of course, is to some
ciatent a reflection of the lack of an adequate data base.
Howevor, this is too simple an explanation. One has the im-
iression of an abdication of responsibility in this regard.,
ihe Planning Department is pushing for authorization to
creale an 0 and 1 Section. It would do better to use its
energies to begin to fill the policy gap indicated above.

7. Technical Assistance to Cooperatives ane "'ederations

(a) Loan Agrecement Provisions and Assistance to
Meaker Coops - The Loan Agreement, under Project Activities
and Operations Specifies thats "...technjcal assistance. ..
and administrative “upport will be provided through INFOCOOP
in order to Strengthen the managerial, technical and opera-
Lional capacity of cooperative organizalions Lo provide agri-
cullural cervices, " The sum of £500,000 of AID loan funds
wat o earmarked for thig purpose. Up to 200,000 of the
B0, 000 wao to be provided on a grant basis by INIFOCOOP to
SEDEAGRO (Lhe Arrrarian Reform Cooperative Federation) for
"technical assistance and administrative support",

I.L. No. 8 (November 25, 1975) issued al-
medt immediately after satisfaction of conditions precedent,
i.e. befere the project becan. operational, deleted the re-
[erancoy to PEDEAGRO ang broadened Lhe wse of the $200,000
"0 "technical assistance and administrative sunpport to

‘rengthen the capabilitios of the organism: which premote
inberration of the cooperative movement and which require
“vuch atcistance on a priority basis...”
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The initiative for the change came from
INFOCOOP and apparently was the result of reluctance on
the part of the land reform agency (ITCO) to relax its con-
trol of FEDEAGRO and of the FEDEAGRO affiliates. INFOCOOP's
position was that the funds should be spent on FEDFAGRO,
only if it were possible by so doing to convert the land
reform beneficiaries into true members of the cooperative
movement.,

Without there being any I.L. to support
Lt, the definition of how the $200,000 was to be used was
further broadened to include first degree cooperatives as
waell as "organisms which promote integration". fThisg acti-
vity 2ventiually came to be known as the "Assistance to Weak
Goops" sub-project.

Starting in 1977, there were many plans
prepared for the use of the $200,000. Initially it wagn
propoted that most of the funds be used for studies of in-
vertment projeets and for training of cooperative personnel,
Foetor, it wag proposed to finance a mobile technical assist-
tnce and training unit. I"inally, 29 cooperative entities,
Inelnding ¢ix second degree entities, received assistance in
1978 and 1979, Approximately $40,000 war utilized to buy
office cquipment for the beneficiaries. The remainder was
abont equally divided between the salaries of a mix of per-
sonnel Lo improve administration, .. accountants. and
technical experts in the various projects being exccuted;
and the conts of studies related to proposed now proj2cts,
Almost all of the cooperatives benefited were thoce re-
cejvinge Loan 025 financed credit. In this sense, the Assista
ance Lo Wealer Coops tub-project can be concidered an a sub-
sidy elemenl of the credit activity of the Project,

ILrQCcoep management believe:s that the
activity was, on the whole, succesful. They repret that it
T not postible to utilize some of the funds to train co-
ftporative nabagers, due to the chort period (onnentially
7 e4) when the fund: were available.  The record also chows
hat Al objected to thico use of the fundg, presumably on
“he bacic that the Loan Apreement called for the use of
510,000 of counterpart for training purposes.
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The experience with the $26uv,000 has created
consciousness within INFOCOOP of the neel for 1 (a) a revolving
fund of some sort to pay for feasibility studies ov potential
lending projects; and (b) a fund to assist in launching new
cooperatives. Nothing has as yet been dovie to bring these
ideas to rcality. The Mission believes that this lack of ac-
tion is due in part to lack of resource:.

(b) Staffing and Wunctions of the Technical
Assictance Department - The T.A. Department has two Sections:
one dealing with projects and the other with assistance
prenerally. One has the impression, however, that personnel
are shifted from one section to the other according to the
noends of the Inctitute at any given point in time. Thus,
during much of the loan period, most of the personnel was
angraped in cred! ¢ project formulation, analysis, and assis-
tance to coops mceiving loans in implementation of same.
At present, the empinasic may have cshifted the other way.
In any event, the personnel sirength of the Department has
risen from seven in 1975 to 12 in 1979. Ten of these are
professionals, with the following areas of specialization:

Agricultural Economists 2
Specialist in Accounting 3
Systems

Statistician

Agronomist

1
1
Ag. Lnierprise Administration 1
Marketing Specialist 1
Milk Production Specialist 21l

Total 10
The types of aciistance provided to coops

by the Department may be divided into three groupings:
ieneral assistance, covering cuch topic:i as coop management,
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accounting,
studies
assistance in
INFOCOOP,

and marketing activities;
which may or may not lead to INFOCOOP loans; and
project execution of loans
The Supervision Department also provides some

specific investment

received from

technical ascistance to cooperatives, especially in the

area of accounting system improvement and there is
Cooperatives also receive techniecal

duplication here.

asclstance from the Legal Department,
of cooperative doctrine are involved.

matters

s5o0me

especially where

In an attempt to quantity the efforts made
for the three types of assistance duting the 1975-79 period,

three sources were consulted:

Opcrational Plans for 19%7, 78
report.  The data ic
cxuample, the 1977 operational
different sorts to 38 coops;

indicates
A reaconable puess is

a bit difficult to disentangle,
plan proposes assistance of
the Memoria covering that year
that T.A. (undefined)
that "once over lightly" assistance

The Annual "Memorias"; the
and 79; and the PCI final
ror

was provided to 75 coops.

wat provided to approximately 50 coops in 1975; that this

dropped to about 35-40 beneficiaries

Lencive acsistance in 1977-78;
ficiarics in 1979,

interesting to note
requests for technical asg
from cooverative entities.

According to
the lemnorias, about 75% of the
1977 and 1978 reoceived T.A., of
ond anproximately 107 received
cution. YWhile
the
provaoly accounted for most of
“herey in this period.

In relation to these numbers
that the 1978 Memoria reports
istance were received that year

Lthe remaining coops
form of specific investment
Lo wpproximately 15% of the coops, this

According to interview data,

per year of mcre in-
45-50 bene-
it is

that 116

and rose again to

the Operational Plans and
cooperatives assisted in

the General Assistance type;
auslstance in project exn-
receiving assistance in
only correscponded
form of assistance
the Department's time and
appro-

studie

Zimately 9075 of the technical assistance io to first degree
cooperatives and only 107 to ¢econd degree entities,

(c) [lethodolory - During 1977-78, at PCT inj-
tiative, experimenic wero undertaken with € coops in what
was known as the "multidicciplinary technique”. 1In effect,
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teams drawn from all INFOCOOP Departments were set up and
ecach team assigned a given coop entity with which to work.
Log frame and critical path analysis techniques were utili-
zed to determine who was to do what, when. Results were
mixed. This technique was replaced or perhaps refined, in
1979 by what is called "integrated assistance". Here tho
Planning Department plays the major role and, after COO[ 2r-
atives are selected by the process discussed in the chapter
on Planning, acsigns personnel from different departments

to perfrcm specific tasks covering all the above 3 functions
snd others, e.g. training, as well. The bulk of the man-
pover of the Technical Assistance Department is row being
nsed pursuant to this programmed "integrated" assistance.
The Depariment continues to respond to requests and pro-
vides some help on an ad hoc basis, but this is the smallest
part of its work. There 1s not much in the way of follow-up
nclivity programmed, except in special cases.

(d) Conclusions - It seems clear that from a
poreonnel and methodological standpoint the technical as-
tistance it rtronger now than it was in 1975. Whether or
not the uses to which it puts its improved capacity corre-
tpond to the needs of the recipients of the assistance is
net known.,

8. Education and Training Activities

(a) Organizational Arrangements - The education
nnd training function 1s performed by iwo separate organiza-
Lion2] units: the Education and Training Department of IN?OCOOP,
nd the National Center for Cooperative liducation (CENECOOP) .
e former 1s an integral element of INFOCOOP; the latter is,,
in theory, a dependency of the National Cooperative Council,
parallel to INFOCOOP. In practice, they function as two
HA0C00T depariments, The Council recently appointed an 8
o inard of Directors for CENECOOP, but as of this writing
i1 had not yet met. If the cooperative movement, as distinct
from THPOCOOP as an institution, does not coon assume real
vesponsiuilily for CENECOOP, the Center and 345 activities may
v interrated into the operations of the LEducatium 2nd Train-
tie Dopartmnent.,
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In theory, there is supprosed to be a division
of labor betw:en the two units, with CENECOOP providing train-
ing to coup officers and managers, and the D2partment training
rank and file membership. In practice, as the charts on the
repective activities of each indicate, the Department reaches
both greoups. However, it is reported i..at cooperation between
the two entities is good and that the detailed subject matter
covered by each is complementary, rather than duplicatory.

(b) Personnel and Methodology - CENECOOP, which
was staffed by two people in 1975, rose to three in 1976 and
1977, and was down to one in 1979. At present it has two
technicians. Courses run one to two weeks and are taught
b TNFOCOOP personnel for general subjects. Three to four
hnndred people per year participate. Tor specialized topics,
e.f, marketing,accounting, enterprise administration, teacners
are contracted. About 50% of the 11 to 15 courses organizec
aench year are held in San José in the INFOCOOP building; the

remainder take place in different regions of the country.

The Education and Training Department had
a alatf of seven in 1975 and was increased to eight -- its
present strength -- in 1978. 1In addition, there are three
ponn]o in a Publications Section which is under the super-
vision of the Educational Department Chief. The Department
organizes and conducts courses, seminars, and workshops, which
ran 2 maximum of 15 instructional hours per a(t1v1ty The
anmial number of such activities has risen from 40 in 1975
to between 94 and 134 per year during the past three years
Tn addition, one session meetings and/or talks (55 to 75
per year) ore organized. When other, unidentified, acti-
viiies are added, the total number of aclivities by year
runs aver 200 as shown in Table ITII-41.

The meetings, courses, etc., are mostly
conducted by the INFOCOOP staff, which as far as the Department is
concerned, 1s mostly composed of people with a general back-
posund in teaching and pedagogy. Some teaching services are
vevrided hy persennel from cther INFOCOOP departments on an
Jﬂ hoo bazis. However, the Department believes that its
fraining efforts are hampered by lack of its own specialized
personnel, e.g. accounting teachers.
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Table II1-41

Education and Training Division Activities

by Year
No, Activities No. Participants
1975 114 3,663
1976 194 2,999
1977 159 , 4,876
1978 242 3,718
1979 210 3,890
Totals 919 19,106

' (e) Orientation - The Education and Training
Department sees itself as p?Imarily an instrument to develop
cooperative conscliousness, both in members of cooperatives
and in the general public over the long run., Thus it at-
taches considerable importance to its work with school teach-
ers and siudents and would like to branch out into mass media
programs. CENECOOP sees itself exclusively as a technical
training entity for cooperative officers and management.

(d) Regional Education Groups - In 1974 or
1975, twelve regional education groups were formed, under
INFOCOoOP “ponsorship. All members of the groups were vol-
unteers (school teachers, officers of local coops, etc.).
The function of the groups was to work with and support
the efforts of the cooperative education committees of the
various loeal Coops in their respective regions. ©The coop-
eratives in sach region were Supposed to nrovide logistical
support.  Acide from training and orientation (231 sessions
were conducted by the Education and Training Department
over the 1975-79 period for these volunteers and for local
primary school teachers) INFOCOOP provided no sSupport to
the 12 groups,

None of the groups is active at present,
The last two Stopped functioning early in 1980, 7The reported
'eason for the apparent failure of the cxperiment was that
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the local coops and their cooperative education committees
were not all that interested and, in any case, failed to
provide the necessary logistical Support. Nevertheless, the
Regional Group experiment has had some impact. INFOCOOP re-
ports that the local coops in five regions (Turrialba, San
sarlos, Tarraz(, Naranjo, and San Tsidro del General) are
presently considering the formation of regional education

Froups.

One of the PCI recommendations (not
put into effect) was that INFGCOOP should also provide ma-
flerials and financial support to these groups. However,
one can readily see that from an administrative standpoint
it would be difficult for INFCCOOP tc¢ control and account
for such expoenditure.

(e) Analysis of Department of Education and
Training Activities - In terms of who 1t 1g trying fo reach,

T — e e—— ey

the neiivities the Department may be divided as follows,

Activity Table Reference

General Membership of Coops - items la & 23

Coop. officials % coop management - item 1b

fieneral Public item 2¢

Teachers, students & Gov't officials - items lc % 2b
THPOCO0P staffl - item le

3 Tne number of activities and numbers of
participants in each, by yea., for each cateprory is shown
in the Activity Table (III-42) and will not be belabored
nhere tince no sifpnificant qQuantitative trends can be dis-
cerned, except perhaps an increasing emphasic on school
Ledchers and ctudent: in recent years. 1t also appears
Ehat 0 major effort.; of Lhe department, quunLitatively.
are directod at the Feneral cooperative membership and at
trachers and s tudents,
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On balance, one might conclude that in the
area of education and training the Institute is reaching its
target groups in sufficient numbers; that its operations are
relatively efficient; but that the quality of its offerings
is untested.,

9. Development of New Coops - As indicated in
Section IIT C (1) of this report, there were 76 new first
degree coops registered during the 1975-79 period. There
were 2]sd five second degree entities created during this
period. The progression by years was fairly steady as the
flgures in Table III-43 show. 32/

The organizational unit presently responsible
for working with groups desirous of forming a cooperative
is the Promection Department. BEefore 1970, this depart-
ment was a section of the Education and Training Depart-
ment. In 1976 the unit was moved to the Technical assis-
tance DNepartment. In mid 1977 it was constituted as an
independent department.

Possibly as a result of this organizational
history, there is some confusion -- and possibly duplica-
tion -- between the Promotion Department and the Technical
Assistance Department as regards assistance to existing
conperatives which desire to undertake new functions. As
hetween the Promotion Department and the Lducation and
Training Department, there appears to be duplication in
Assisting existing cooperatives in their promotional ef-
forts to expand membership.

J2/ There is agreat deal of confusion be.ween official
INFOCOOP fipgures for .ew coops recistered, the Annual
Reports which give other numbers for coops created,
and the Promotion Department records, which agrece with
neither of the other two sets of numbers. The data
used here is registered (inscritas) coops, which is
what the Planning and Supervision Departments use.
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Table TIT-42

Footnotes

Courses for cooperatives in formation are not included
and are shown in the Chapter on Cooperative Promotion.

Includes one CENECOOP course for 38 Primary School
Teachers,

Distinction between sessions only for members of
Regional Education Groups and for indoctrination
of primary school teachers is not clear. Figures
presumably include large proporiion of the latter,
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Table ITI-43

Year No. of New Coops Registered
1975 17
1976 15
1977 17
1978 13
1979 19
Total 81

The Promotion Department states that it attends
to ahout 100 "caseg" per year. How many of these are new co-
operative endeavors is not completely clear. For example,
the 1975 Annual Report indicates that the promoticaal unit
worked with 26 groups with the objective of integrating them
into existing coops; the 1979 report states that the Promo-
tion Department responded to 127 requests for assistance and
Lhist 15 roops were helped to initiate new types of service.
The 1978 Operational Plan assigns the Promotion Department
responsibility for helping ten existing cooperatives in their
promotional endeavors.,

As regards the formation of new cooperative en-
tities (and Possibly some of the assistance provided to ex-
isting coops), there is a four step process useds After a
vreliminary cxploration, as a result of which most candidates
are rejecied, a socio-economic feasibility sludy is made; a
hasic course in cooperativism is conducted for the potential
menbers; the group is assisted in electing officers pro-tem;
and finally, the group is assisted in becoming operational,
¢.1. collecting funds, setting up the accounts, ete, until
sueh time as the cooperative is registered ang granted legal
Status, Tn effect, although there ig no legal basis, the
Nepartment has been helping to create de facto pre~coops in
the last year or S0,

There is little in the way of usable quantita-
tive data to indicate what the Department has actually been
doing. However, one indicator is of some interest, i,e. the
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relationship between new cooperatives registered and basic
cooperative comprehension courses provided. The data,
which is incomplete, is shown in Table III-44,

Table I1II-4k4

Number of Basiec Courses Provided to New Cooperatives

by Year

No. New Lasic Courses for

Coops Coops in Formation
Year Registered No. Courses No. Participants
1975 17 8 350
1976 15 11 275
1977 17 9 h36
1978 13 b N.A.
1979 19 N.A. N.A.

The record appears to be less than satisfactory.
However, it should be taken into account that some new coops
bypass INFOCOOP in getting organized and registered, by deal-
ing directly with the Ministry of Labor. There is no legal
or other requirement obliging a group of individuals desir-
ous of Torming a coop to secure INFOCQOP approval before
requesting registration and thus legal status from the Min-
istry of Labor.

The Promotional Department had seven pecople
acsirned to it in 1975. It now has eiprht, of whom seven
are profecsionals, The profescionals (promotores) have a
mix of technical backgrounds: some were trained as primary
reehnol teachers; others are pgraduates of the School of
Socinl Service of the iniversity of Costa Ricap 5till oth-
er:oare ex-employees of the Government Community Develop-
m=ret institute (DINADECO). Only two of the Promoter: have
been with the Institute for a year or less. The remainder
#l1 have three or four years of experience with INFOCOOP.
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Assemblies, meetings of Administrative Committees, Cooperative
Supervision Committees ang the like., 7The burpose here is two-
fold: (i) to determine whether or not there ig need for g3 more
detailed intervention; and (ii) to provide and/or identify for
future action technical assistance,

In connection with these various functions noted
Above, it appears that the personnel of the Department has
been in direct contact with ajl registered Cooperatives each
year (see T,ine 7 of chart on Supervision Department activi-
ties), 1t would also appear that on any given visit op in-

It will pe noted that thepe is a progressive
decrease in the nimber of accounting reviews carried out
"ach yoaar, These are Sometines classified as partial audits,
The Department Says that this jg due to gz change in methodo-
Tory and that they have Progressively (starting in 1976 ) heen
making such reviews more in depth than was bpreviously the

Line 2¢ of the Activity Chart shows the pe-
viows made of compliance with bonding requirements of the
Law. As g result of this monitoring the Department reports
that there jq about 707 compliance now, up frean A0% in 1979,
If only active Coops were counted, the bercentage woalg be
hirher,

In addition to the control functiong relating
Lo the operations of individual Cooperatives, the Depart-
nent eontrola the receipt by JNFOCO0P of copies of Board
decisions ang of financiaj Statements that, by law, each
raoperative o Supposed to seng both to INFOCO0OP andg to
Live Minisiry of Labor. fpe Tinancial Slatements are review-
nd by the Department to ascertain what sumne are due from
pProfite e contributions to INFOCOQODP, (The 1aw provides
cuav wp fop liquid prorfitg Shall be contrivuted to INFOCOOP
in the cace of first degree entities unaffiliated with
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I"ederations; and 1% in the case of affiliated entities, with
the remaining 1% going to +he Federation). As Table I11-45
shows the Department appears to have been doing a good job
of monitoring these accounts,

Table II1-45

Cooperative Paymen?g to INFOCOOP

(thousands of colones)

Status as of 12/31 each year

1975 1976 1977 1978 1979  Totals

No. Financial
Statements Received 226 187 236 228 203 1,024

Amounts Due INFOCOOP 352.9 450.6 860.0 w6h.0 1,119.0 3,546.9
Aronts Paid to Date dsz.1 Wh3.6 B16.4k 40,7 919.9 3,272.7
Anount Outistanding 0.8 7.0 Ly, 0 23.3 199 1 274, 2

As indicated earlier in this Report, the INFOCOOP
roard has recently decided to shift responsibility for loan
sapervision from the Financial Department to the Supervision
Depariment,  The actual transfer, its implications in person-
nel, etc., were not known as of this writing.

The present level of persomnel in the Department
it 11 - an increace of three over 1975. Soven of the 11
positions are for full time work in the fiold. However, the
Hopartnent reports: that all perconnel are not usnally avail-
able for Supervision Department activitiesn and that during
1570 and 1979, there were only five technicians active full
Fime on field work.

Tre ceneral impression, with respect to Project
nugecLlves, ie that the Department i performing: reasonably
we bl and that i1 hag improved during the period of project
cavecnlion. The decicicn to combine loan supervision respon-
dihilitier with control tunction: Foen apainet all the
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advice which the Institute has received. The use of the
Department's time and energies in attempting to provide
technical assistance is debatable.

11, External Technical Assistance - The project
provided for US$300,000 of AID funds to be used in procuring
external technical assistance for INFFOCOOP and for other en-
tities of the cooperative movement.

(a) Negotiations and Initiation - This com-
ponent of the project got off to a late start. Bids were
not received until August, 1976 -- approximately one year

after THFOCOOP's plans for the use of the technical assis-
tance funds had been approved; and a technical assistance
contract with Practical Concepts, Inc. (PCI) was not signed
until February, 1977. There were apparently some mecha-
nical factors, cutside of the control of either INFOCOOP or
Lthe Mission (i.e. errors in the publication in the U.&5. of
the T.F.B leading to a postpcnement of bid submission dates)
which centributed to this situation. However, the major
factors were undoubedly:

(i) The requirement that all CPs had to
be satisfied before any actions to procure technical assis-
farice were initiated. This requirement was later made the
whipping hoy for a multitude of problems, including the need
to extend the TDD. In a memorandum of record dated October
1, 1977 dealing with this matter (DD cxtension) the Mission
Dircetor statest "In retrospect 1t i3 clear that the Loan
fhrreement was defective in not permitting disbursements for
teehnical assictance until all conditions precedent had been

met."” Underlying this CP/T.A./TDD relationship is the ques-
tien of what the technical assistance was supposed to accom-
nlish, The CAP gives the impression that the emphasis was

to be on institution building. No major problems with the
placement of credit funds was envisapged and consequently no
speeific role for the external T.A. was contemplated ih thigs
‘ However, thc internazl Micsion Evaluation of Aupuct,
1977 tells a somewhat different story. In dealing with dis-
bursemenis of US3H3.2 million of credit funds for marketing

Coeard,


http:state.7t

- 146 -

Table III-46

Supervision Department Activities

1. Financial Supervision

hesemblTes s

fictivities
a) Audits
b) Review of Accounts

¢) Review of Financial
Ralances

Sub-Totals

Legal Control
Activities

a) Revisions of Coop
Statutes

b) Special
Permissions

¢) Review of Bonding
Compliance

d) Review of Board
Dzcisions

Sub-Total

Qpnov'l Invv'tlrdttnnu

Irreenlarities , dis-
solution, ote,)

Attondoncoe 4t Coo

liler « ledtings

QQ!HQZ?l-lHElLéLLLQBE

« dutaldy

Ho ., Coops Controlled

or. V1"11no

1975

152

378

124

238
375
52

178
b
1,037

326

1976 1977 1978 1979 Totals

82

187
270

142

125
271

L7

79
51
718

)
W
(Ua}

6 8 6 21
26 15 30 305
236 228 196 1,037
268 251 232 1,363
8 & 9 30
16 3 12 43
161 215 235 877
250 208 203 1,024
h35 W34k Lsg 1,974
6h 25 47 235
99 86 58 510
67 _ho 17 229
933 836 813 4,311
343 348 350 1,072
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In effect, the definition makes all 80 municipali-
ties eligible and sets the stage for somewhat personal and
subjective judgement, on a sub-project by sub-project basis,
of whether adequate public services are present. As might
be expected, this occasionally led to differences of opinion
Ltotween IFAM and the AID Mission, with the conscoquent delays
and frictions. 1In order to avoid this situation, and given
the objectives of the Loan 025 program, it might have been
desiirable to classify the 412 Districts into which the Muni-
cipalities are divided into urban and rural as regards o¢li-
rinility for certain types of loans, e.g. water suppll.es and
electritication while leaving other types of loans, e.g.
read maintenance machinery, open on a municipal wide level.

As concerns the training and technical assistance
components, the IFAM document indicates the status of nego-
Linlions with various entities and/or planning and promises
Lhe submission of addenda in due course.

Imring the next two months (Junec-July, 1975) there
wirt a nonglderable exchange of correspondence betwecen the
Micaion and IFAM, in which the Missior went somewhat beyond
the €I's and requested data on such items as use of reflows,
plang for complying with special covenants, etc., before
suthorizing disbursements via I.L. No. 3 on July 22, 1975.
hi part of thic exchange, the information and documentation
rorarding training and technical assistance was supplied to

TR T X 2 SO
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As regards the handling of the CPs, it may be con-
cluded that *he Miesion was somewhat more exigent than was
alriclly necessary. Nevertheless, the use of the leverage
inherent in withholding disbursement authorization did have
poiilivre cubstantive results at the price of only small delay.

B. Loan and Counterpart Authorizations and Disbursements

1. Authorigzations - The Loan Agreement was modi “ied
neveral Limeo, as concerns the use of AID funds (I.L., No. 12
of Aupust 10, 1976; and I.L. No. 37 of "“ebruary 27,1978). The
chanpes are shown in Table IV-1 or programming of project funds.
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Table IVx]

Uses of Project Funds
(thousands of US$)

Original Agreement Final Allocation
Counterpart Counterpart
AID Funds F'unds AID Funds Funds
Credit 3,000.0 2,000.0 3,146.7 2,000.0
Training 225.0 unespecified 122.,5 -
Technical Assistance 175.0 130.8 -
(IFAN FPlanning Unit) (75.0) - (90.5) -
(Financial Mgmt,) (100.0) - (20.6) -
(Reﬁionalization) - - (19,7) -
Totals 3,400.0. 2,000.0 3,400.0 2,000.0

The decision to cut back on the training compo-
nent was made early in 1976 anc corresponded mostly to an
anticipated need at that time for additional funds for tech-
nical ass’'stance. It took the form of deleting support for
the operations of IFAM's education and training section
while maintaining what where essentially in-service training
activities for IFAM staff. It was only in 1978 that the
deeizion was made to shift funds allocated to technical as-
sistance to credit, largely as a conscquence of difficulties
which had arisen in connection with the form that mechaniza-
tion of the financial services of IFAM should take. Both of
the shifts will be dealt with in further detail in other
sections of the report,

2. AJD Disbursements - The first disbursement of
ATD funds (after the July 1975 satisfaction of the CPs) was
in October, 1975 and related to out-of-country training at
Texas AM,  i'ands for the credit component did not begin to
move until March, 1974, when an advance in the form of an
tmprestoor revolving fund fov ¢3.5 million (US$409,000) was
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set up. The first reimbursement operation for credit did
not take place until November, 1976. The first disbursement
for technical assistance (reimbursement against an AITEC
contract) was made in April, 1976.

Table IV-2 shows the evolution of AID disbur-
sements by component and calendar year:

Table IV-2

Disbursement of AID Funds

(cumulative figures in thousands of US$)

Totals Credit 33/ T.A. Trng.
12/31/76 716 .6 572.6 110.2 33.7
12/31/77 930.6 722.9 117.9 89.8

12/31/78 1,961.0 1,711.1 130.8 119.1
12/31/79 3,396.6 3,146.7 130.8 119.1
5/31/80 3,399.7 3,146.7 130.8 122.2

As can be scen, the entire loan amount was
disbursed, with the technical assistance and training com-
ponents (as revised and reduced) completed by the end of
1978. Forty per cent of the funds allocated to credit were
not distursed until 1979-80. This appears to be a conse-
quence of the slowness of municipalities in actually exe-
cuting projects., IFAM reports show that by the end of 1977
sufficient sub-projects had been formally approved to com-
mit the cntire AID credit component.

Even allowing for start up delays, which in
the case of this project were not unduly protracted, the
nbvious conclusion is that in the initial planning in-
#ufficient time was allowed for sub-project execution.

33/ Includes advances
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3. Counterpart Disbursement - The accounting for
disbursement of counterpart, all of which related to credit
operations, was handled in a rather complex fashion, 1Ini-
tially, a ratio of 60:140 for AID and IFAM contributions,
recpectively, to each sub-project was established., However,
cince certain of the sub-projecis, e.f. road machinery,
consisted in their entirety of imported equipment, AID
financed 100% of the cos®t. Thus, it became necessary to
#pply the G040 ratio on an aggregate basis. By April,
1979 the record showed that, on an aggregate bacis, IFAM
hinl exceeded its commitments. All indications are that
the counterpart (both from IFAM's resources and from the
(MR prant) were available in timely fnshion as the credit
cperations ook place.,

G, Critical Assumptions - There arec two types of
nnderiying assumptions found in the CAP: cxplicit and
irplicit.  The CAP states 23 an explicit assumption, that
inproved ruval infrastructure and services will slow
dcomyural-urban migration. The validity of this assump-
Lion ciennot be tested at present.

A sccond explicit assumption is that: "by pro-
viding rural municipalities with wetter planning and
manaserial resources and making f§nsrcing available for
raral projects, municipalities and central pov rucent
amencliens will develop a more permanent, collaborative
#nd disciplined relationship based on identificd real
prioritics at the cantonal level."

Implicit in the Special Covenants of the Loan
Arrecment (Section 5.05) dealing witn the land tax, is
the aqsnmption that the Central Gavernment exccutive
brinel and the legislature were desirous of improving
the financial situation of muricipal povernmentis.

The log Frame prepared by 1AM, as part of its
cvaluation plan, under critical assumptions &tates the
matter more succintly: "Act’ve and opportune collabora-
Lion from the Lesislature aad the Controller General..."
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Table IV-3

Personnel Evolution by Functional Grouping

Increase
1976 Present  1976-Present
No. % No. % Ne.
Policy & Overall Mgmt. 25 19.4 26 113.2 1 4
Municipality Serv. Units 60 6.5 107 sh.3  uo 78.3
Support Units b 34,1 6b _J32.5 22 50.0

Totals 129 100.0 197 100.0 70 54,3
Table IV-4

Personnel Evolution by Level

Increase
1976 Present  1976-Present

No. "4 Wo. 7 o, 7%
Txecutive and b3 33.3 66 33.5 23  53.5

trofessional

Technical 32 24,8 73 37.1 1 128.0
Administrative sS4 41,9 58 29.1 b 7.4
Totals 129 100.0 197 100.0 68 - 52.7

Using the adnittedly arbitrary definitions
riven above, it would appear that approximately two-thirds
of the increase in staff has been of pecople with post sec-
nndary training., Some of these are university students on
Lhedir way 1o becoming "professionals” . Nevertheless, it
in mopected that the rapid increase in personnel numbers
mway, to come extent, have been taking place at the cxpense
of aunlily. This concern is somewhat mitigated by the
fact that about half of the increase in this cateyory are
nerviennel acsigned to the Land Tax Scction of the Technical
foristinee Department. At the Profeciional /xocutive level,
approzimately 507 of the increase is located in the Opera-
tions Department (mostly in the Engineering Section).
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of the Operations and Technical Assistance Departments.
In the Support Units, the Financial and Audit Departments
incrcaced their cxpenditure by approximaitely two thirds,
while the Administrative Department increased it: expendi-
ture by only o7,

(d) Comparison of Personnel and Operational
Costs snd Tncreases - If one comparcs reldlive inoreascs

T numbers of personnel and operational coust:: by functional
rroupine (Table IV-6), it would appenr that Lhe Policy and
Overall lLanapement function is abcorbing a disproportionate
percentare of the budget at the cxpensie ol Lhe other two
function#l areas. However, before arriving atl o definitive
conclucion in this regard, it would Le necessary to dis-
arsrerate the former expenditure category Lo 1 preater ex-
fent than hac been posaible, cince it i+ conceivable that
many miccellancous type expenditures are buried in the
fmdeet of the units which make up the policy and seoneral
mnagement functional area.

T___&RL Tv_()

Comparison of Percentage Increase

1976-79 in Ferconnel Numbor:

and Operational Expendilure by

Functional Are:a

Personnel

Numnboers Ilxpenditure
Policy and Overall
llanagement h.,0 21.2
Municipal Service Units 78.3 7L 1
Support Units 50.0 k2.9

Total Increase 54,3 49,8
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are well motivated and think highly of themselves and of
TFAM. At the Department and Section head level, incumbents
seem to be well prepared and knowledgeable about their
subject matter. It is claimed that turnover is low, but
there is no data to substantiate this,

This apparent contradiction between in-
adequate personnel management practices and a good to
acceptable personnel situation is probably due to three

factors:

- the general expansion of staff and
of consequent openings for promotions.

- a deliberate policy of promoting from
within the Institute. (Whether this is always desirable
is open to question).

- a very liberal policy on providing or
assisting with scholarships of varying types for IFAM per-
sonnel.

(f) Transport - The motor pool is being in-
creased from 12 to 16, with 13 new vehicles now on order.
This will better but not solve the transport problem.

Of more interest is the experiment with
allowing employees to use their own vehicles for work under
a mileage arrangement. Three technicians now have such
"contracts" with IFAM. However, the Comptroller General
resulations governing these contracts arc unduly stringent
and will undoubtedly limit the use of this technique.

In 1977 the Institute considered and re-
jected the idea of going beyond mileage arrangements and
also selling/finarcing adquisition of work vehicles by
analified personnel. The pessibility of resolving the
transportation problem in this fashion should be recon-
gidered.
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(g) Inter-Departmental Relationships - It is
generally recognized by Department Heads that there are
inter-departmental coordination problems, but everyone also
states that the situation is improving.

Where an absolute lack of any coordination
or even interchange of information is noted is between the
Planning Department and all other departments. The situation
as regards the Technical Assistance and Operations Depart-
ments® certainly needs improvement, not so much in the area of
project supervision as in-the area of planning new projects
and, the interface between administrative/financial improve-
ments at the municipal level and the consideration/approval

nT new credits.

There is some unnecessary movement of
paper and duplication of activity between the audit/adminis-
trative/and financial offices. However, given the emphas is
in all public sector Costarrican institutions on control,
the problem of duplication and overlap in TIFAM does not seem
too serious, in the sense of causing delays in procurements
and payment actions,

(h) Mechanization of Accounting and Other Data -
National Cash Register electronic equipment is being installed
and programmed in December, 1980.. I% will handle all Financial
NDivision operations (e.g. payroll®, credit balances, functional
accounts, ete.). It is not clear to what exlent the equipment
#i11l be used for any except Financial Jepartment (and perhaps
euch Administrative Department function: as inventory control)
rirposes. The Financial Department is also a bit vague as to
the effect of mechanization on its personnel level; e.g.
whether it can or should result in any savings.

(1) Regionalization - A regional office in
finanacaste was created in 1980. Tt is staffed by two profes-
~innale, a secretary and a chauffer. Essentially its functions
w2 to provide direct technical assiviance to municipalities in
the region., The experiment is viewed with considerable scepti-
ciem by several Division and Section heads. It is causing the
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usual problems with regard to delegation of authority, the
limits of which have not been defined. Also, since the
regional office does not have the full array of talents
available in all IFAM Departments, a price in inter-depart-
mental coordination and back up to the technical assistance
is being payed for more on the spot T.A.

 While it is undoubtedly too soon to judge
the results of this first attempt at decentralization, one
wonders whether all the implications (e.g. inevitable staf-
fing increases) of a full scale decentralization effort
have been carefully thought through.

(j) Composition of the Board of Directors -
All seven members of the Board of Directors of IFAl are
appointed by the Council of Ministers of the Central
Government. At present, there is no representation of
municipalities on the governing body of IFAM. It is gen-
erally believed in IFAM at the technical level that this
is a deficiency of the law. There have also been some
sporadic indications of interest on the part of Municipal
Councils to bring about a change. At present, some con-
sideration is being given at the IVAWM policy level to seek-
ing authority to include two Municipal Council or Municipal
League representatives on the Board of Directors. This is
a step in the right direction, even if a very timid one.

(k) Internal Reporting - The Institute uses
a system of six month reports by the individual Divisions
on work accomplished during the semester. An examination
of a few of these reports indicates that not very much
thought has been given to determining what information,
in what form, is needed by management on a continuing and
comparable basis. Instead, the reports examined contain
a great deal of gratitous information, e.g. numbers of
letters received and answered.

2. Financial Structure - A summary balance sheet
for the years 1975-1979 is presented as Table IV-16. Also
a summary set of cash flow account: wa: constructed from




budget liquidation documents f

1979. (The only copy of
students) .

V=17,

on loan to Unive
This cash flow data is pre
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the 1975 bud
r

Capital Formation: Comparis

al

Table IV-8

or the years 1

976 through

get liquidation
sity of Costa Rica
sented in Table

The CAP made pro-
Comparing the CAP

and reserves Oone

on of

CAP and Actual Migvres

(millions of colores)

CAP Actual

1975 67.0 53.9

1976 83.2 56.0

1977 100.6 84.6

1978 NA 183.9
It would appear that the CAP projections

were realized with about a si
Waz overcome in 1978 when rec
sharply.

X months delay factor which

Capital and reserves incieased overall,

eipts from donations increased

diring the 1975-79 peri

od by #129.6 million,

or 240,47,

The rate of increase was
hiilee in 1978 when Z25.,0
part funds were received,

quite constant,
million in Loan
as shown in Ta

except for a
025 and its counter-
ble 1IV-9,

(b
tihown a picture o
and V-11 show.

Liguidity - Except for 1977, IFAM has
f exczss ligquidity, as thoe Tables IV-10
A better job is now being done of making
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cash flow projections for the capital account in order to
get a better handle on this situation. Looked at as a
percentage of total assets (Table IV-11) the liquidity
problem seems less serious, but given the nature of IFAM's
operations is still not justifiable.

1975

1976/5
1977/6
1978/7
1979/8

Table IV-9

Rate of Capital Formation

Increase Over Previous iear

Amt.
(f millions) %
1976/75 12.1 22.4
1977/6 18.6 28,2
1978/7 60.6 71.6
1979/8 38.3 26 .4
Table 1V-10

Liquid Assets: Amounts and Rates of Increase

Amount
as of 12/31

11.7
17.8

8.3
18.7
31.0

Increace over Previous Year

Amount %
6.1 52.1
(9.5) (53.4)
10.4 125.3
12.3 65.8
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Table IV-11
Liguid Assets as % of "otal Assets
1975 20.0%
1976 20,97
1977 7 .8%
1978 10.2%
1979 12.8%

(¢) Loan/Equity Ratioz - The relationship
hetween Long Term Debt and Capital and Reserves (Table
IV-16) is shown in Table IV-12. Almost all of the debt
has been incurred to finance land adquisition and cons-
struction for thewholesale market (CENADA). It is planned
that the service of this debt will be shifted to CENADA
when the wholesale market begine to operate. Even without
this step, the loan/equity relationship is quite healthy.

Table IV-12

Evolution of Loan/Equity Relationships

1975 1:22
1976 1:4
1977 1:4
1978 1:4
1979 1:3

(d) Sources and Application of Punds - An
examination of the income and expenditurc cash flows (Table
TV-17) shows no unexpected or unexplained irregularities.
flovements away from normal curves are a result of the fi-
nancing of the CENADA operation.
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(e) Evolution of the Loan Portfolio - As
Table IV-13 and IV-14 show, the value of the portfolio
has been increasing year by year, but decreasing as a
percertage of total assets. This again is largely the
result of the CENADA operation.

Table IV-13
Amount and Change in Portfolio by Year
Value Increase over Previous Year
(millions &) Amount %
1975 b1.5 - -
1976/5 58.8 17.3 k1.7
1977/6 85.5 26.7 b5.4
1978/7 107.5 22.0 25.7
1979/8 154.5 27.0 25.1
Table IV-14
Value of Portfolio as % of Total Assets
1975 70.9
1976 69.0
1¢77 80.5
1978 58.5
1979 55.3

It is also of interest to examine the
evolution of the numbers of loans included in the portfolio.
The deta in Table IV-15 shows that while the total number of
credit operations hac been increasing from year to year,
tie number which had not started to disburse have been de-
creasing steadily; definite progress. The table also shows
vial by 1979 approximately 50% of all 1AM loansg had their
source of financing in AID.
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Table IV-15

Number of Credit Operations
by Year, Source of Jinanc.ing and Status

1975 1976 1977 1978 1979

l. Loans Disbursing

o1

a. AID Financed 33 40 54 69
b. TFAM TPinanced 56 _78 _95 90 94
Sub-Totals 88 118 149 59 185
2. Loans Approved,
bt not Disbursing
a. AID Finenced 20 20 17 12 -
b. TFAI Financed 20 20 17 17 22
Sub-Totals 40 Lo 3 29 27
3. Overall Totals 128 158 183 188 207

The amounts of loans in arrears 1is negi-
gible. Amortization payments in arrea;s ag percentage of
Folal portfolio have declined Steadily from 3.1% to 0.7%
in 1979, Interest bayments in arrears, which were 593,100
volones in 1975 have been running at #400,000 +o Z450,000
her year in the past four years. Whilc this reflects good
nerformance in terms of money values, 1he performance is
notoagnite so pood in terms of numbers or credit vperations
nd nombers of municipalities i:, arrears. The number of
loans in arrears has risen from 37 in 1275 to U5 in 1979,
Lhe number of municipalities with loans in arrears has
risen from 27 in 1975 to 34 in 1979,

This very low rate of arreurage is, of
conrse, due to provisions of the law under which a simple
cete from TFAN to the Contreller Genera’' rreoges municipal
mdret spprovals until the IFAN debt is cleared,
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Table IV-16

Summary Balance Sheets 1975-79
(millions of colones)

1975 1976 1977 1978 1979

Assets
Liquid Assets
a. Cash 1.2 3.7 3.3 9.4 1.7
b. Temporary investment 10.5 14,1 5.0 9.3 29.3
Sub-Total 11.7 17.8 8.3 18.7 31.0
Loan Portfolio 41,5 58.8 85.5 107.5 134.5
Accounts Receivable
a. Uncollected interests
% commissions 2.0 2.1 2.1 L.6 6.7
b. Otiher 0.3 1.7 2.6 16.1 1.0
Physical Assets
a. lMachinery and
Equipment 1.3 1.2 1.8 1.6 1.8
b. Land and Buildings 1.5 3.0 5.7 35.2 68.0
Sub-Total 2.8 4,6 7.5 36.8 69.8
Other (Inventories %
Yre-Paid Costs) 0.1 0.2 0.2 0.2 0.1
Totals 58.5 85.2 106.2 183.9 243.1

(econtinues)



(Table IV-16...continues)

Liabilities
Accounts Payable

a. Taxes to be
Distributed
b. Other

Sub-Totals

Funds "Withhelid for
bonuses, social
sccurity, ete.

long Term Debt
Capital ¢+ Reserves

4. Tegal Reserves
b, Training rund
c. Capital

Sub-Totals
TOTALS

__]_73..

= o
W

|

[
=

2.5

~J O\

|

W &
W
O O\ &=

U
co
n O

1976

0.h

& |

1.

0.6
16.8

[0+0) N o
r——u«?
A e

LSRN [WAN
. -
(@

1922 1978 1929
1.6 0.9 1.7
9.2 1.7 3.3
1.8 2.6 5.0
0.5 0.3 0.5

19.3 35.9 54,1
h,7 5.0 5.0
0.5 1.4 1.9

79.% 138.8 176.6

8.6 1bhs.2 183.5

106.2 183,9 243.1
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Table IV-17

Cash Flow Accounts 1976-79

Invest. from Previous Year

.

h.

c.

Taxes net of transfers
Land Tayx

Sales Tax

Imported Liquor Tax
Domestic Liquor Tax

Sub-Totals
Loan Recuperation
Interest Reccipts
From T.noans
From Time Deposits,

Bonds, ete.

Sub~Totals
Nonations ¥ Subsidies
-,';——f"";—‘"'——*ﬁ—_&——-—-‘__
025 tunds
025 Counterpart
TPAL/CENADA Bonds
Other CENADA Subsidies

Sub-Totals

Lean Receipts
CEITLAN/RID ZDRENACA)
FOTR

Eanco ilal. de Costa Riea
Pi-2-8-77R (DRENACA)

Sub-Totals

. Other

[T,

Commiscion and
lreipection Char ges

sale of land

Advance on Sales Tax 1/

Miccellaneous

Sub-Totals

Totals New Income

Caja % Temp.

1976
11.7

1977
17.8

5.0

3.0
302

———

20.8

hl.,h

95.6

10.9
96,7

(cuntinuou)
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(Table IV-17...continues)

3

ly

19745 1977
(Totals of Items 1 and 2 )
Available Resources) 59.6 59.2
Operational Expenditure
a. Personnel Costs 2.0 9.6
BEanco Popular y Asigna-
cién Familiar quotas 0.n 0.3
Sub-Totals 9.2 9.9
b. Non-Personal Services 2.7 1.9
¢. Materials & Supplies 0.7 0.5
. Machinery « Equipment 0.7 1.1
2, Scholarships, Contribu-
tions te Int. Org., etc. 0.2 0.5
Sub-Totals 13.C 13.9
Debt Service 0.5 1.3
Lxpenditure for Land
Furchase % Construction 1.5 2.9
Loans to Municipalities
(Disbursements) 22.3  32.h
Total Expenditure 37.3 50.5
Falance (Ttem 3 minus
Item 8) 2/ 22.3 8.7

1978 1979
103.9 115.4
10.9 13.6
0.9 0.6
11.8 14,2
2.8 3.2
0.5 0.7
0.2 0.2
0.7 0.4
16.0 18.7
L3 8.0
31.7 20.8
32.5 36.1
84.5 83.6
19.4 31.8

This is how this iten is shown in the 1IFAM accounts,

corresponds to a lvan from the "Asignaciones
program. However, IFAM and Asig. I'am.

an arrangement under which the 1o

Mfamiliares"
are negotiating
an will be converted to

a grant and IFAM, for its part, will convert loans to

wealker Lunicipalities into Frants.

Dilffercnces betweoen item 1w item Joltor 1976 and 1979 cor-
respond to cmall amounts (e.g. advance payments by Munici-
paliticc)which are not reflected in the budget and its li-
aquidation., The large difference (ih.5 million
corverpende to an unexplained incrcaroe
(¢uperavit) which was rever trackcd down,

) for 1976-77
in liquid assets
but for which a

general adjuctment was made with Lontrotler Genefal ap-

proval in 1976,
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3. Credit Operations - As indicated earlier, there
has been no meaningful definition which permits distinguish-
ing between urban and rural municipalities., Howaver, in
March 1980, the Planning Department of IFaN in its study
document "El Regimen Municipal de Costa Rica" classified
mimicipalities into five categories, on the basis of
weiphted rankings for population, area, agricultural labor
force, urban/rural population ratios, and municipal income
and expenditure. There are questions which could be posed
concerning the methodology used, bu‘ for bresent purposes,
ive. disaggregating credit operations, the categorization
s adequate.

The calculations and comments which follow
have only been performed for loan approvals, disapprovals
and annulments. It would be interesting to develop com-
rirable data for tne portfolio, i.e. disbursements and
tnlances to be disbursed, but time did not permit. Since
this type of disazaregation has not been undertaken by
AT, either for approvals cr portfolio, I1IAK may wish to
conlinue with this type of analysis for management and
policy use.,

The above cited Planning Department document
defines the five categories of municipalities in rather
broad terms as follows:

Catepory 1: 1 Municipality (5an José)

Category 2: 14 Hunicipalities - Where most of
the country's industry is located, as well as commercial and
service jobs, lostly cantons in the metropolitan area, but
including “he T,imdn and Puntarenas ports. 1In general, urban
areas, althoush taken as a whole, 4L.8% ¢f the nopulation is
cerncidered rural,

Category 3: 19 Municipalities - areag where
capul’l oriented agriculture (except for bananas ) predominates;
visically rural; in agegregate contains 25.14 or all municipali-
bies, 25,25 of national population; 25,47 or national land
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Table IV-18

Loan Approvals, Disbursements and Amortizations
1976-79 (millions of colones)

1976 1977 1978 1979

Cumulative value of Loans

Approved 159.4 199.2 208.8 218.4
Comulative amount disbursed 67.1 105.0 13,4 174 ,4
fimilative amount amortigzed 8.5 19.5 26.9 ho.s

ifferences Between

(Pprovels and hmortizations

(a) Amount 150.9 179.7 181.9 179.9
(L) Tercentage 4.7  90.2 87.1 82.4
hifferences Between

DI and

fmortizations

(a) ‘Zmount 58.6  85.5 107.5 134,2
(b) Percentage 87.3  81.h 80.0 76 .8

In 1980, there seems to be a shift towards
Lhe more prosperous municipalities: 28% of the operations
thos far this year are to category 2 municipalities, and
vhen added to category 3 municipalities, represents 63.8%
o the number of operations. This compares with 487 over
ine 1975-79 period. Again, it is suspected that this may
he o congequence of the debt absorption capacity of the
dearer cntities.,

(c) Credit Operations by Type of Project -
Tiubles TV-21 and IV-22 examine the 200 projects worked on
Iy TFAM during the 1975-79 period in term: of their purpose
ot eantiders numbers and values of projects approved and
disapproved, both overall and for 025 financing.
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nentioned earlier. The problem here is that financial con-
¢iderations distort the priorities for services.on a basic
needs basid.

Non-revenue producing construction proj-
ects are lowest on the totem pole; 5% of the operations
and 4% of the value of lcans.

Studies and miscellancous type projects
were also of little consequence, with small 025 partici-
paticn in the latter.

Summing up, as concerns the Loan Agree-
nent, almost 80% of 025 funds were used for road improve-
ment and water and sewerage projects -- amply complying
ulth project objectives.

(d) Frequency Distribution - An analysis
of ihe loans made from 1971 through October, 1980, by
1avel of lending (the data is presented in Pable IV-23
“elow) indicates that 16.6% of the nunicipalities and
municipal leagues receiving loans amounting to over Zs
million during this period, received 64.7%5 of the value
of all loans. At the other extreme, the 36.94 of loan
rocipients whose borrowing totaled less fhan #500,000
cecoived B4 of the value of all loans. ‘The remaining
h6, 5% of the municipalities whooe borrowing was in the
500,000 to #5 million range received 32.25 of the value
0T all loans. Since the numbers of loans made arc relati-
vely evern Jor all categories, it would seem that the dis-
crimination by level is meaningful.

The above relationghips are merely des-
criptive. In order to equate them with cuch factors as
equity, 1t would be nececsary to introduce come other
¢onciderations, e.no. population or populalion dentity.

Tn the aboence of such calculations, one proxy for equity,
v v {er caid, for the even handedness of TFAMT's dealings
#ith the municipalities is to measure the number:s of muni-

cipalities recelving progressive numbers of loans over
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Table IV-23

Level of

Lending

Over 10
5 to 10
3 to 5
1 to 3

500,000
1 millio

100,000
500,000

"nder 100,000 2&/

million
million
million
million
Lo

n

to

Totals

(millions ¢)

Numbers of Loans by Municipality, 1971-80

NHo. of Loans

10 or more

9

Wi O g @

3

2

1
None
Totals

No. Municipalities

34/ Includes 3 Ligas Municipales
Distrito.

5

O\ ~3 =

13

8
24
12

)
82

29.3
14.6
6.1
100.0

No. No.
Municip. % Loang % Value %
7 8.3 55 19.4 98.4 h2.,0
7 8.3 Ll 15.5 50.8 21.7
14 16.6 Ls 15.9 4o.5 17.3
14 16.6 50 17.7 270 11.7
11 13.1 30 10.6 8.2 3.5
23 27 .4 L9 1?7.3 8.8 3.8
8 9.5 10 3.5 0.4 0.2
8l 100.0 2873 100.0 234,55 100.0
Table IV-2/

and 1 Concejo Munidipal de
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permitted by law for certain types of reccipts). At present,
grace periodslare running from 1 to 2 years. In effect,
through the interest rate practice, the Central Government is
providing a subsidy to the municipalities, when is considered
that the return on bonds and time depositls is currently run-
ning at 16 to 17%. There is nothing wrong with this practice.

There are other charge: associated with
the provision of credit: a one time commission at the ini-
tiation of the loan which can range from 1 to 4% of the
total value of the loan, depending upon whether there was
preliminary technical work done by IFAM, ce.p. preparation
of engineering plans. Also, where a municipality delays
in formalizing or rejecting an approved loan, there can be
n 0.57 monthly charge applied.

At the base of the current system of
charges 1s the priority ordering by urban uand rural and
by type of project. One major reason fop undertaking a
revision of the credit regulations at precent is a desire
lo change the ordering of priorities ro Lthat they reflect
national programs and priorities, e.g. the vegional pro-
grams and priorities specified in the national development
plans of OFIPLAN. It might be better to reexamine period-
ically and establish annually priorities and charge:

(£) Project Selection Procedurc - Annually,
in the Fall a tentative 1ist of projocts i prepared by
the Operationc Department for financin« in the coming year.
This 1 baced on a tuarvey of municipal needs and desires .
The Tist is submitted to the Exccutive Dircctor for ap-
proval, following which municipalities are informed. It
i then up to the municipality to decide whether or not
Lo make a formal credit requect.

In developing the initiul I'it, there
. a tendency at present to favor rural vs. urbuan projects,
it there are no preret policy targets a resards number:
nf operations, amounts arsigmed to difflcront type: of proj-
vets, etc. Helther is there any point cyslem or its
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Although it would take much more inves-
tigation in depth than the' scope of this evaluation permits
to come to hard conclusions, there is an uneasy feeling that
in the area of financial analysis of municipalities and
thelr proposed projects, one is confronted with the blind-
folded committee examination of the eclephant syndrome.

- Project Elaboration and Ingineering
Section - This unit, which is currently composed of 10
professionals (mostly civil engincers) and 8 assistants,
has been increasing its staff rapidly, in the last few
years, It is reported that there is Llittle turn over
of personnel.

The unit intervenes in project prepa-
ration, e.g. preparation of plans, in approximately 20%
of the loans. [lost of the time of the personnel is spent
in activitiec related to project exccution and gsupervision,
e,r, certifications of progress of work, preparation of
T"Bs; evaluatlons of bids, etc. Where projects are being
execcuted under agreements with national apgenciec such as
TCE or I'OPT, only general inspections are carried out.
here work iz either being performed on force account by
the municipality or under contract between the municipali-
ty and a private firm, supervision ic¢ more detailed. Apprc-
ximately 307 of the supervision reclate: to force account
projects and the remainder to contract activities. As might
be cxpected, the engineering section would prefer to see
more of the projects carried out by contract and less by
force account, even though thney fecl that they have to
choulder the municipality's responsibilities in preparing
IT"Bs and in evaluating bids. There is undoubtedly a high
desree of paternalism evident here, bul it may very well
br justified.

The staff is divided up on a zonal
basls and there 1s one person assigned to cach active
project.
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(a) Internal Activities - Thig topic can be
dicposed of rather summarily. An annual work plan is pre-
pared and published, but it consists essentially of a
compilation of the activities which each Department pro-
poses to undertake. There is no attempt to provide an
overall policy focus.

There is no interest or thinking about
program budgeting. The general attitude, both in the Plan-
rirg and Tinancial Departments, is that programming and
budgeting are separate activities and never ‘the twain shall
meet. The Planning Department does not participate in
development of the budget.

There are some indications that the Plan-
uing Departuent is atiempting to examine the overall func-
tioning of IFAM and raise policy alternatives for consider-
ation by the Board of Directors as to IFAM's role vis a vis
‘he municipalities. However, the preliminary documentation
produced is much too broad brush and does not really get
down to the issues.

The Planning Department is also responsible
fer evaluation activities. No evidence of any action in
this regard was found.

In sum, as concerns planning and budget-
ing of IFAM's program, it can be concluded that there has
been no improvement over the past five yecars.

(b) External Activities - Tt is in this area
that most of the time and energy of the Planning Department
teems to be directed. This takes the form of a certgin
tmount of conceptual and theoretical work about the muni-

cipal resime in Costa Rica. There is also some attempt
made, from time to time, to collect and analyze data on
wame anpeets of municipal finance. However, there are no
continuing, organized series on such important items as
~honeos in nunbers of mwunicipal tax payers, use of munici-

pal revenues by function, etc. The cantonal ctudies on
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The regulation provides (Articles 12 and
13) for the issuance of two complementary documents: (i) a
guide to available services, approved by the Technical
Commission; and (ii) general lines of action to be under-
taken by different IFAM departments, separately or in
collaboration. These supplementary regulations have not
been icsued to date. Their publication, preceded by a
careful analysis, would be very helpful -- especially if
the documents are revised periodically and used as a basis
for annual programming, setting of priorities, etc., rather
than as simply informative listings.

(b) Training Activities - This work is carried
ont by a six man unit in the Technical Assistance Depart-
ment. There are three professionals who organize and co-
ordinate the various courses and seminars (teaching staff
is sought from other IFANM departments and from outside en-
tities); two assistants who handle the administrative, and
promotional work; and one secretary.

The courses given may be broadly divided
into two groups: those dealing with policy, planning, laws
and financing; and those on a more technical level. The
Tormer group includes seminars for municipal councilmen;
basic training for municipal executives; seminars on muni-
cipal problems, financing, planning; river basin studies;
courses on sea shore and administrative law, etc. The
technical level courses include courses for secretaries;
for employees responsible for administering municipal
cadasterc, road user taxes. heavy machinery maintenance,
municipal market rentals, incpecting construction, ete.
There are also courses on such topics as recorganization
of archives, handicraft centers and planning of work.,

For 1975, 1978 and 1979 (complete data
was not available for 1976 and 1977) the levels of activity

for the two types of training was as chown in Table IV-25,
Prior to 1975 thcre was i heavy emphasigs
on policy and other types of courter [Hr municipal council-

men and exccutives. This was a,sain the case in 1978, In
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Table IV-25

Training Activities by Type
1975 1978 1979

No. No. No. ~  No. No. No.
Courses Part. ‘ourses Part. Courses Dart
Policy-planning
level 2 72 11 118 8 219
Technical level 12 312 1 36 11 312
Totals 14 384 12 L5l 19 541

Tabhle IV-26

Advisory Services by Direct T.A. Section

No. Actiong

Programmed
1980

1., Compliance with conditions of IFAM

loans, (studies of garbage collec-

g ——— .

tion tariffs, urban cadasters,

claughterhouce tariffc, ete.) 50
2. fNdvice and Studies on Minancial and

sornictrative Matters (Tariff stud-

ren for farvage collection, street

cleaning, electricity; rental charges

for markets; cenzus of licence

ho'rders, valorizatirn studies, cte. 117
3. fLdvice to liunicipal Councils

(l.0zlstence at council tecsions) 288
e Urban nnd “ural Cadoasters

licoidwence In prepearing maps,

questionniires v budirets, training

percormel) 33
5. rudret frcparction (Ausistance to

muriicinal controllers) 50

Total 538
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The Technical Assistance Department team is
composed of four economists and seven middle level profes-
sionals. COnly one of the 11 is newly employed; five have been
with IPAM for more than two years; four for over five years.
Fach man is assigned a zone or region and, on the average,visits
each municipality in his zone once each month. Weekly work
plzng are prepared and reviewed by the Scction Chief, and weekly
reports submitted by the fileld personnel.

The advisory service:s can be divided into
five groupings of activity. The 1930 programmed activity
provides a general 1ldea of the natlure and volume of work for
each grouping (See Table IV-20).

Within the above five categories of acti-
vity, top priority is given to catcgory No. 2, "Advice and
Sindies on Financial and Administrative Matters". Emphasis
is also placed on keeping Councilmen informed on a systematic

basis,

As t©o priorities belweon municipalitiles,
it is claimed that an attempt is made in an informal manner
ta allocate more time and attention to those minicipalities
more in need of help, but that scheduling i of'ten influ-
enced by national priorities based on political factors.

As was seen above, the inltiative for
gsome of the activity stems from the prianting of a loan.
How much of the remainder ctems Trom inihiantives by the
advisors and how mach from the municipil councils could
nct be determined.

The Scection Chiel, when asked tco auto-
critique the work of his unit, indicated that:
1

- Coordination with Lhe Operational De-
partment was eood and conflicts between institutional dev-
ciupnenl objectives znd loan exccution objectives were rare.
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The Economic Studies Section of the Op-
erational Department has prepared a study on "Regionalization
of 5laughter Houses". It has underway other documents deal-
ing with Garbage Collection and Road Repair Machinery., It
plans to do studies on Municipal Buildings and on liarkets,
Thie purpose of these studies is to orient the lending poli-
ciec of IFAM and to provide basic information to municipa-
lities. There ig no basis yet to evaluate quality,

The Legal Department also prepares publi-
cations for use at the municipal level in the form of texts
of pertinent legislation and regulations with appropriate
commentary; manuals on persornel practices and contracting
lrocedures, ete.

In addition, some of the material in the
"Tntegrated Studies" (see next section of this report)
contain material suitavle for issuance oo manuals, e.z. how
to set up and organize a procuremont/supply room operation,

As far as can be ancertained, each Depart-
ment decides separately what topics merit preparation of a
manal or gimilar document and what stiary Lime it feecls
proper to devote to this task., Tt may makce sense to disg-
tritute the workload amongst several departments, but there
is a need for some degree of centraliged planning, setting
of rriorities, etc., on an institution-wide basis. Consid-
eration could also be given to contracting out some of this
worik,

(f) Integrated Administrative-~inancial Siudies -
This is a relatively new undertaking by TFAN. 1t 3o an

atiempt to cxamine the totality of a riven minicipality's
adminicirative and personnel structure and its financial
situatien, witha view to providing specilic action recom-
mendations.  The siudies are financed wilh 1¥AN loans, A

ficven step procedure has been developed for Lhig work; pre-
liminary survey, data collecticn, analysio, deseription

anad teedtack, diagnosis and recomnecndations, implementation,
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obtained. In connection with planning, it also seems desir-
able to attempt to consciously categorize municipalities by
those which need (and will accept) a considerable degree of
paternalism; and those where the thrust of the assistance
can be on institutional development.

Finally, from interview data, it can be
concluded that IFAM is doing a better job now than five
years ago in fulfilling its technical assicstance function.

6. Land and Liquor Taxes - IFAM intervenes in the
collection of three taxes, a portion of which is distriouted
to municipalities: imported liquors, national liquors and
the land tax.

(a) Liquor Taxes - Tifty percent of the taxes
on liquor and beer is retained by IFAM; the remaining 50%
fe distributed tn municipalities. The value of the munici-
pality share, according to transfer accounts on IFAM's
books, 1is as follows:

(millions of colones)

1976 : 3.3
1977 h.5
1978 5.0
1979 5.5

The Audit Department of IFAM has taken
on the control function for assuring efficient collection
of these taxes. Tor national production, the accounts of
the national liguor factory are controlled at the factory.
Yor Imported liquors and beer, custom: arcncies are required
to come to ITALT where the caleculations on the amount to be
pald are made and necersary stamps are affixed to the docu-
ments,

1t 1¢ reported that collections have im-
proved as a result of ITAM direct control., However, the
above figures do not bear out thi. claim,
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: (b) Land Tax - This is the major source of

municipal income. It represents approximately %40% of all
municipal revenues country wide, and for some municipali-
tice is the source of up to 80% of their income

The distribution ot the proceeds of the
tax iz as follows:

4
IFAM 10.0
Ilinistry of Finance 7.7
San Jose Municipality 26.5
A1l other Municipalities 55.8
100.0

The evolution of gross collections on
this tax are shown in Table IV-27.

Table IV-27

Land Tax Recceipts

(millions of colones)

Amount Increase Over Previous Year
Amount %
1974 50.6 - -
1975/ 6L.6 14.0 27.7
1976/5 73 .4 8.8 13.6
1977/6 88 .4 15.0 20. 0
1978/7 105.6 17.2 19.5

1979/8 112.6 7.0 6.6
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According to the 1979 Annual Report of IFAM the
wholesale market was to open its doors in the second half
of 1980. This hasn't happened as yet. The Report also
indicates that the project will consist of ifour large
warehouses, an auditorium and an administrativg building;
that the roofed area will be close to 10,000 m%; and that
there will be 90,000 m2 of paving, including parking areas
The total cost is estimated at 104 million. Costs other
than land adquisition, but including consultants fees, are
estimated at £75.6 million, of which ¢36.1 million (48%)
had been expended as of December 31, 1979.

According to IFAM financial accounts, during the
1976-79 period, a total of £62.2 million had been spent on
the wholesale market project (Z6.3 million on operational
costs, including consultants fees, equipment, salaries,
ote.; and #55.9 million on land adquisiiion and construction
cocks) .

On the revenue side, only ¢h4.2 million directly
related to this project can be identified (¥20 million in
4 GOCR bond issue which will be serviced by the government;
76.8 million in donations by RECOPE, CHP and others; and
735.4 million in loan receipts, of which 3/ million was
from CAEEI. If these accounts are correcl, it would imply
that IFAI had put Z18 miliion of its own funds into the
project as of the end of 1979.

It is intended that when CHENADA becomes operational
it will take over responsibility for servicing the debt IFAM
has incurred on ite account and will alwo reimburse IFAM for
ecxpenaitures of IFAN funds made for the same purpose.

In concluzion, there ig no question but what the
terms of the Loan Agreement have been satisfied,
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Table IV-28

Credit Targets by Type of Project
(millions of colones)
September, 1976  December, 1979

Targets Authorizations

Electrification 2.0 1.7
YJater and Sewerage 15.8 20.9
Ruads, Bridges and
koad llachinery 35,2 18.6
kRevenue Producing Projects
(#laughter houses and
markets) - 4.5
Others (rural cadasters) - 5.0

55.0 61.9

All the projects in the December, 1979 1list
were of a type contemplated in the CAl.

Frior approval of rub-project; by the Mission
was required by the terms of the loan Asrvement only for
projectls costing over 200,000, Tn prioclice all projects
went threueh a prior approval proces:,

dhat probably led to what might be termed
excensive llicsion involvement in the oporation of the credit
program (the terget setting and the prior approvals) was a
Tack of cpecificity as to what project: would qualify for
reimbrraement,  However, thic intervention does not seem to
have cerionsly slowed down the rate of implementation and
probably avolded any serious dicprute::,

Overall, the credit activity under the 1oan

may be termed satinfaec ¥,
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ANNEX B

OFFICTALS INTEIVIEWED BY AGENCY

Ministry of Agriculture (MAG)

Gregerio Alfaro, Chief, Department of Economics and Statistics,
Planning Office.

Hupo Alfaro, Chief, Tinancial Service: Department,
Administrative Directorate

wrnesto Arlas Venegas,Agricultural Information Unit
filberto Campos, Director. Ixtension Department
fergrdo Carplo, Director, CAR San Carlo:

Oscar fEchandi, Direccidén Superior Apropecuaria

fna Izabel Jiménez, Asst. Chief, Personncl Department
Ienro [Molina, Zub-Jdefe, Research Department

ilvaro Fufoz Q. Director, Livertock Department

Podolfo liufioz, Chief, Departmeat of Amamal Planning and
Budgeting, Planaine Office

Fernando Ocampo, Direccidn Superior, ierional Operations

Ll fonso Porrvas, Budget Section, Tlamning Qffice

Tarlos Ramirez, Pototoe Specialict, CAR Oartago

"rancicco Rojas, Training Depariment, lixtension Directorate

r ey 3 LI i PR PR & P T SR PR T .
nero RoJes, Fruwet Specialist, CAR Oartaro
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Ingtituto Nacional de
Fomento Cooperativo (INFOCOOP)

Jaime Carro, Director Planning Department

Golivar Cruz, Director

Alvaro Chavez, Director CENECOOP

Omar Chavez, Director Supervision Depat.

fina Gonzdlev, Technical Acsistance Dept.

Mireya Guerra, Planning Dept.

Migael Mernindez, Director Technical Assistance Dept.
Fario Hernéndez U., Legal Advisor

iwillermo Lopez, Director FPersonnel Dept.

feanclieco Obundo, Accountirg Scction
Fedro Peraza, Techmical Acvlclance Dept.

“raniclin RIoz, Dircctor, Depti. of Administration
znd Yinance

flvaro Rivera, Director Finance Depariment

Jooé larfa Zzlas, Yirector, Cooperative Promotion
e 3
Unit

Jaime Schmidt, Zuditor
fiduardo 7illclon, Director, Education Training Dept.

Leonardo ZUnirca, Sub-Director
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