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COLOMBIA

LIVESTOCK DEVELOPMENT PROJECT

i, The Government of Colombia has requested a Bank loan of US$ 16,7
million to help finance the first stage of its livestock development
program which aims at the improvement of the beef cattle, dairy cattle and
sheep industry. The Colombian agriculture has great potentials, both in
productivity and in developing hitherto unused lands for the production

of beef, milk and wool, There is at the same time a pressing need for

the increase of livestock production to cover growing domestic and export

demands.,

ii. Because there is little experience in Colombia of public
financing of long-term livestock development, a pilot type of approach
would be used at this stage, confining the project to specific regious.
These regions have been selected for tae highest land potential, and the
availability of suitable markets,

iii, The project is directed mainly at on-farm improvements such
as land clearance, fencing, water supplies, stock handling facilities
and the improvement of pastures and breeding stock. These improvements
would raise both output and efficiency of production.

iv. It is expected that about 900 beef cattle ranches, 250 dairy
farms and 35 sheep farms would participate in the project. In all cases
long-term development credit to farmers of up to twelve years is envisaged,
Investment in each sector would be spread over three years,

Ve The organization and administration of the project would be

carried out by the Caja de Credito Agrario Industrial y Minero (Caja). A
special livestock devolopment department headed by a Technical Director

with a small staff of experts would be set up for this purpose within the Caja,
This department would be responsible for assisting farmers in preparing
individual development plans, for recommending these to the Caja for

lending and for supervising the execution of plans for which loans are

made. Financially and administratively the Caia would process these

loans in the normal way through its regional otrices which are well equipped
to do so.
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substantial. The pro;ject is suitable for a Bank loan of US$ 16.7
million, repayable over an 18-year term, including a 6-year grace
period. The borrower would be the Government of Colombia and the
Caja would administer the loan.



COLOMBIA

LIVESTOCK DEVELOPMENT PROJECT

I. INTRODUCTION

1. The Govermment of Colombia has applied for a Bank loan of

US$ 16.7 million to help finance the first stage of its livestock develop-
ment program which aims at the improvement of the Colombian beef cattle,
dairy cattle and sheep industry. A joint Bank/FAO mission which visited
Colombia in March/April 1965 accordingly prepared a three-year develop.
ment project. This appraisal report is based on the findings of a mission
which visited Colombia in October/November 1965. The mission was composed

of Messrs. W, Schaefer-Kehnert, A. Favilla, R. Henderson (Bank) and
P. Brumby (FA0).
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II. BACKGROUND

2. Colombia with an area of 1.1l million square kilometers is
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the fourth largest country in Latin America. It is predominantly an
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servic1ng the agricultural industry. 0f the G.D.P. about 32 per cent
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of agricultural production.
3. Although falling wholly within the tropics Colombia has great
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variations in climate. Three ranges of the Andes runuiﬁg dyp;ua¢mauciy
south-north, with related differences in 50115, cause a veritable mosaic
e 2 am dsaem Fana o

pattern of ecological zones. These comprise mainly cool, humid tundras,
temperate humid grasslands, savannahs, and tropical rain forests.

L. Thanks to these conditions, Colombia produces a wide variety

of crops as well as livestock products. The dominant crop is coffee

which accounts for one fourth of agrlcultural productlon and almost

70 per cent of total exports. In view of the world coffee situatiomn,

there is a great need for further diversification in Colombian agricultural

production.

5. Vast areas suited to grazing are being used partly, or at low
levels of intensity, while there is a pressing need for the increase of
production of beef, milk and wool to cover growing domestic and export
demands.,



6. Population growth, estimated at about 3.2 per cent per annum
and increasing per capita incomes are likely to raise local demand for
livestock products. Current consumption is low at 23 kg of beef and
72 liters of milk per capita per annum. Eight thousand tons of fine
wool have to be imported per annum. This situation, along with an
export potential for beef, focuses attention upon the need to increase
the production of the livestock industry.

7. Over the past years the greater portion of foreign capital

has been invested in infra-structure and industry rather than agriculture.
Of US$ 390 million Bank loans only US$ 10 million have been for short-
term financing of imported agricultural machinery. Internally generated
finance from the cattle owners and other private capital is directed to
the short-term financing of cattle purchases for fattening or finishing
on 9 to 12 month terms. Apart from a US AID loan of US$ L million

devoted to beef cattle development for small or medium-sized farms,

R. Llthough statistical data are insufficient it ia 1iltalv that
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Colombia supports about 17.5 million head of cattle. Of these about
15 million are beef animals; about 7 million are carried in the
La Costa Zone (Departments of Atlantico, Bolivar, Cordoba and Magdalena);
about 2 million in Los Llanos (Departments of Boyaca, Meta and the
111 c
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Intendencia of Arauca) and 6 mi
the Departments of nu‘tloqula, C 3
estimated that beef cattle numbers have increased by
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per annum oOver Une pastu 1ive yearsS.
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slaughtered in 196l,. To this must be added about 120 thousand head for
on-farm consumption and 220 thousand head for export of slaughter cattle
to Venezuela and Ecuador. These figures indicate an annual take-off

of about 13 per cent. This low take-off figure is a direct measure

of the potential of increased efficiency as developed beef cattle
industries have take-off figures of 25 per cent or better.

10. The main factors for increased efficiency and production in
the beef industry are clear cut and can be expressed in the terms of
better general animal husbandry with emphasis on pasture improvement
and management, fencing, calf rearing and parasite control. Progress
will be expressed in higher calving rates, higher take-off percentages
and carcas ylelds. A rise in cattle numbers will help to stock the
areas awaiting exploitation.

1l. A regional approach is indicated by Colombia's topography
which has led to regional administration and marketing organizations.
La Costa with nearly half the total beef animals is the key producing area.



In addition, it has more than 2 million hectares of land presently
uncleared which are capable of belnp converted to pastures while the
existing 1.7 million hectares of native pdbture could be considerably
improved., Because of its location it is also the logical export center.

12. Los Llanos is a huge area of natural grassland which is only
carrying 2 million head on about 20 million hectares at present. Stocking
rates on existing farms are well below capacity. As La Costa moves into
production for export the contribution of Los Llanos as a supplier to

the Bogota and other local markets must increase. The development of

Los Llanos is also logical to permit other departments as Antioquia,
Caldas and Valle, more suited to high value cash crop production, to

move out of beef production without harm to the national meat supply.

Dairy Cattle

13. Dairy cattle statistics also involve an element of estimation.
About 3.5 million head (including many beef cows) are likely to contribute
to milk production, which is estimated at some 2.0 million tons of milk
annually, indicating a relatively low yield per cow of about 600 kilos
per year. About 35 per cent of total consumption is in the form of
cheese, and 15 per cent is butter. Milk for direct consumption is
concentrated near the main areas of consumption at Bogota and other

large towns.

1k, There are no technical barriers to considerable increases

in milk production. Alternative use of land for high value cash crops
is decreasing dairying areas to some extent, but undeveloped areas can
more than compensate for this. Rather, development is retarded by
inadequate management, mainly calf rearing, fencing, pasture management
and supplemental feeding, coupled with the lack of long-term development
credit,

15, In view of the growing competition for land for other uses
near the principal centers of demand, there is a growing need for the
development of a low cost dairy industry in one of the temperate zone
arsas capable of supplying the major centers with dairy products from
longer distances. One such area is located in the departments of Narino
and southern Cauca, where some 30,000 hectares are especially suitable
for dairy production.

16. The need for more milk,; powdered milk and other dairy products
should also encourage development in La Costa, where sound dairy manu-
facturing is already established and capable of rapid expansion; and
where a deflnlte demand exists.

Sheep

17. The sheep population is estimated at about 1.1 million and
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per annum., Half of the wool is absorbed by the local manufacturing
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industry and the remainder used in cottage industries. Eight thousand
tons of fine wools are imported annually, mainly from Uruguay and

Argentina. o

18. The majority of Colombian sheep are Criollo (native), with

a coarsgse fleece znd a low vield. 'T‘hnv are kent by neasant farmers in
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small flocks of about 20 head at a primitive level with little or no

use of normal practices such as castration, docking, drenching, and
controlled breeding. There is a high mortality among the lambs, in
wthi ah ntarymal naracitae Nnlavy a Taroa Nnawd
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scale, large flock productlon of commercial fine wool on modern lines
to replace wool imports. A start, although a small one, has been made
by some farmers with large-scale, direct mportatlons of Corridale sheep.
These flocks 3 a.u:ﬂc‘ﬂign TeLaLLVGLy new and variable in quaﬁu.uy, are
sufficiently successful to point the way to the establishment of a fine

wool industry.

Government Policies and Agricultural Services

20. The Government of Colombia recognizes the need for developing
the livestock industry of the country. It has drawn up a long-term live-
stock development program which was the working basis for the joint Bsnk/
FAO project preparation mission and the appraisal mission. These missions
have modified the technical details of the program in agreement with the
Planning Department and other govermment agencies concerned and have
formulated the first three year stage of the program as a project suitable
for foreign financing. Although cost estimates for a nine year investment
program (three stages of three years each) have already been made by the
Planning Department, totaling US$ 66 million, details for the future
stoges have not yet been worked out and will certainly require further
planning work when more experience has been gained during the first stage
of the program.

21, Govermment plans in connection with the livestock development
program include the strengthening of animal health services. Although
the animal health situation is better than in most other Latin American
countries improvement of the services will be required when the program
gets underway. An animal health plan including the establishment of an
animal health institute is being prepared for this purpose.



22. The overall situation of agricultural services in Colombia
s rather unsatisfactory because of the large number of agencies involved.

More than 10 different 1nst1tutlons prov1de extension services to the
1

udine private banks and farmers associations This leads to
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an overlapping of efforts in some fields and a complete lack of available

hers. To improve the situation the govermment is con-

e 3 +
sidering a major reorganization of the agricultural iostitutional set-up

for which plans have been worked out by the Planning Department. In the
livestock sector where only fragmentary advisory services are available
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v preseriv, a speclal lvecnnicali assi istance giroup is
connection with the livestock development program.

Farmers! Demand for Livestock Development

23. Most of the commercial farmers are aware of the opportunitie

of livestock development, particularly in view of the relatively favorable
price situation for livestock products in Colombia. To assist the Govern-
ment in the preparation and implementation of the livestock development
program a National Federation of Livestock Producers has recently been
formed in which regional farmers assoclations, cooperatives and industrial
organizations with interests in the livestock field are represented. This
federation as well as other organizations have repeatedly indicated the
farmers! interest in livestock development and the pressing need for long-
term development credit.

ITI. THE PROJECT

A, General Description

2k, The project is the first stage of a long-term livestock deve-
lopment program. It proposes investments in the three main sectors of
the livestock industry: beef cattle, dairy cattle and sheep. Because
there is little experience in Colombia of public financing of this type
of development, a pilot type of approach would be used at this stage,
confining the project to specific regions. These regions have been
selected for the highest land potential and the availability of suitable
markets.,

25, The project is directed mainly at improvements of existing
farms to raise both output and efficiency of production. In addition,
limited development of new lands of high potential is planned, while in
special circumstances provision is made for the financing of livestock
where these are vital to development (para 28). In all cases long-term
development credit to farmers for up to twelve years is envisaged,
Investment in each sector would be spread over three years.
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26. Loans to individual farmers would be made through the Caja

de Credito Agrario, Industrial y Minero (the "Caja", as described in
Annex 1) for approved farm development plans, designed and prepared by
qualified extension workers headed by a Technical Director with a small
staff of experts. Since improved, or even new methods of production
would be involved, the execution of individual farm development plans
would require close technical supervision. To meet these requirements
the project would provide funds for strengthening the technical super-

isory services of the Caja.

B. Detailed Features

Beef Cattle

27 Investments in the beef sector would be confined mainly to
the Departments of Atlantico, Bolivar, Cordoba and Magdalena on the
Atlantic coast (La Costa); and the Departments of Boyaca (part), Meta,
and the Intendencia Arauca in the zone of Los Llanos (see Map 1). The
Departments of La Costa would absorb about 80 per cent of the proposed
investment, and those of Los Llanos the remainder. The Project would
cover about 800 farms in La Costa, and 90 in Los Llanos and would be
directed toward commercial farms. Such farms would inevitably tend to
be medium to large but small farms would not be excluded if they are
handled on a commercial basis. Small and medium-sized farms of a less
commercial character have already available to them development funds
provided by 2 US AID loan (para 7).

28. Provision would be made in La Costa for the financing of
fencing, watering and handling facilities, farm buildings, farm machinery

for the establlshment and management of pastures, land clearance and
drainage. for imported pure bred males, females and semen and for locally

LTy =92 o e VTN maT WMaAOW == o 4lll oCNNTE

bred bulls. In Los Llanos, land clearance would not be justified but

h'r'n\rl sion would be made for financineg the purchase of commercial female
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breedlng cattle from other areas of Colombia.
finance equipment for intensified health controcl measures in the herds

of part1c1pat1ng farmers. o

29. Heavy machinery for the building of dams and boring of

ronerti es would 'ha nv-n-rhrlnr:l +hmnnh loans to contra
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out llmlted c ntracting on behalf of adjacent smaller properties.

30. The cmnblned effect of the proposed investments is expected
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the twelv years necessary for full development for the participants.
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in the calving rate, a reduction from 3 to 2 per cent in the mortality
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rate, and a reduction in the age at which steers are ready for market
from four years to three. These factors combining together would give
an increase in "take-off" percentage from the present 12-1lL per cent
to 16-20 per cent. In addition total cattle stocks in the farms
concerned would increase by L to 5 per cent per year.

Dairy Cattle

31. Investment in dairy production would be limited to pilot

operations in the Department of Narino (1nr"1urhna sounthern nart of
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Cauca) and the area round Barranquilla in La Costa (see Map 1). These

investments would cover on-farm development costs on about 1ﬁ0 farms
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fartories, vhich would be needed later when
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gains in milk yield are obtained. At Barranquilla, where existing
processing capacxtles are insufficient, loans to alry cooperati es
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32. Production gains per farm are estimated at about LOO per cent
in Narino and 450 per cent in Barranquilla. The increase in production
would be absorbed by the existing unsatisfied liquid milk demand in
both areas, and by the manufacture of powdered milk, butter and cheese.

Sheep

33. Investments in sheep would include on-farm development costs
for fencing, sheep sheds and yards, watering points, pasture improve-
ment up to 150 hectares per farm, and the importation of sheep flocks
averaging 500 breeding ewes and 15 rams per farm. Such sheep are
expected to be avallable 1in sufficlent numbers and quality from several
countries., The program would extend over all suitable areas of the
highlands which are found in selected parts of the Departments of
Santander, Boyaca, Cundinamarca, Narino, Cauca, Valle, Ruila, Tolima,
Caldas, and Antioquia (see Map 2).

3L. The project is essentially a pilot one and would involve
only 35 farms over a three-year period. These farms would average

at least 1,000 hectares in size, and eventually carry up to 1,500
breeding ewes plus followers. After full development of twelve years,
annual production would be 12,000 kilograms of high quality wool per
farm. In addition, rams and surplus ewes of about 20,000 head would
thereafter become available annually from the project for disposal to
other famms.,



C. Cost listimates
35, The estimated investment cost of the project is equivalent to
US$ 28 million and is summarized in the following table:
Beef Dairy Sheep Total Foreign
Cattle Cattle Exchange
Component,
US$ 1000 equivalent
Farm Development
Land clearance 1,780 280 - 2,060 210
Pasture improvements 1/ L,600 2,580 340 7,520 750
Fencing 2,280 560 210 3,050 7¢0
Water supplies 2,970 500 60 3,530 1,760
Farm machinery 1,310 1,110 20 2,4L0 2,40
Farm buildings and
equipment 2/ 820 Lo Lo 1,300 130
Breeding stock 3/ 3,330 930 8L0 5,100 1,350
Total Farm Development 17,090 6,400 1,510 25,000 7,L00
Contractorst' Machinery 1,000 - - 1,000 1,000
Dairy Cooperatives L/ - 660 - 660 320
Technical Services 750 300 290 1,340 380
Total Project Cost 18,840 7,360 1,800 28,000 9,100
Per cent distribution 67 % 26 9 79 100 ¢ 33¢

l/ Including fodder crops, silage trenches nnd miscellconecus.
g/ Including stock yards and artificial insemination equipment,
Including semen,

L/ Expansion of dairy plants and investment costs of artificial
insemination services.
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36. The foreign exhhange cost totaling US$ 9.1 million or 33

per cent of the total investment cost has been calculated in US dollars.
Local cost have been estimated in Colombian pesos and expressed in US
dollars at the rate of 9 to 1 as this rate still was reflected in the
price situation of the agricultural sector at the time of appraisal.

The recent devaluation of the peso to 13.5 to 1 of course, has the

effect of reducing the domestic component of cost and, therefore, of
reducing the total investment cost expressed in US dollars. This will

take place to the degree in which local costs would not adjust to the

new mmhanap rate. The major factor in local costs is the agricultural

e agri
wage rate whlch was 9 pesos per man day, equivalent to US$ 1 at the time
of apprai sal. Under the new exchange rate the dollar equivalent of the
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wage rate would be reduced to 0,67 if its peso cost would remain unchanged.
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37. Farm development costs aggregate US$ 25 million or about 90
per cent of the estimated total project costs. Costs for contractors!
machinery, cooperative dalry equlpment and technical services count for
the balance of US$ 3 million or about 10 per cent. All costs, exc p‘t

for technical services are capital costs.

38. Estimates for farm development costs are based on representative
farm development plans for each of the project areas: beef cattle in

La Costa and Los Llanos, dairy cattle in Narino and Barranqullla and

sheep in the temperate highlands. Details are given in Annexes 2 - 6.

The basic assumption is that the following number of farm development

plans cculd be prepared and approved over a three-year period:

Project Area Mumber of farm plans
Beef cattle La Costa 800
Beef cattle Los Llanos 90
Dairy cattle Narino 150
Dairy cattle Barranquilla 100
Sheep General 35

Total 1,175
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39. Cost estimates for contractors' machinery (US$ 1 million) are
based on the estimated requirements for land clearing, dam building and
well boring. Provision has also been made for the cost of expanding two
cooperative dairy plants (US$ 600,000) in the Barranquilla area which
would process the milk produced under this section of the project. In
addition, US$ 60,000 would be required for setting up an artificial
insemination service in this area.

L0, The costs of technical services (US$ 1.3L4 million) to be
provided by the Caja have been calculated for a three-year full employ-
ment period. They cover the local currency costs (US$ 960,000) and
foreign exchange requirements (US$ 380,000) of salaries, vehicles and
staff transport costs. Details are given in Annexes 2 - 6.

D. Proposed Financing

. The investment cost of the project, US$ 28 million equivalent,
would be financed as follows:

Bank Caja's Farmers and Total
Loan Contribution Cooperatives
(US$ '000 Equivalent)

Farm development 15,000 5,000 5,000 25,000
Contractors' machinery 1,000 - - 1,000
Dairy cooperatives 320 140 200 660
Technical services 380 960 - 1,340
Total 16,700 6,100 5,200 28,000
Per cent distribution 60% 22% 18% 100%
L2. For farm development the owner would provide in cash, labor

or materials 20 per cent of the estimated costs. The other 80 per cent
of the cost would be advanced to the farmer as a loan from the Caja at
12 per cent interest and with a term of about 10 years including a grace
period of l years for beef and dairy farmers. For the sheep farmers

the term would be extended to 12 years with a grace period of 6 years
to allow for the slower return from this type of development. The Caja
would obtain 75 per cent of its relevant funds (60 per cent of the

total farm development cost) from the proposed Bank loan and would
contribute the balance of 25 per cent (20 per cent of the total cost)

- LA Te A Cad i wlaiv & STeav Ma

from its own financial resources, Short-term credits required for
complementing development loans would be provided by the Caja if such

VUG Ly VT W a

credits would not be available from other sources.

i add
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L3. For the import of heavy machinery loans would be made to
contractors at a shorter term of about 3 years at 12 per cent interest.

A1l funds required for this purpose (US$ 1 million) would be provided

by the Bank loan. The type of machinery required is not manufactured
in Colombia.,

L. For the cost of expanding cooperative dairy plants and the

.ablishment of an artificial insemination service the dairy cooperalives

mer o e o S e Tideaatn Venlaa wils -

a
the B: rranquilla area would obtain loans from the Caja at 12 per cent
st at a term of 7 to 10 vears totaline US$ L60,000. The for
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exchange component of these loans (US$ 320,000) would be provide
¢
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would be contributed by the cooperatives from their own resources.

5. For the cost of technical services the foreign exchange portion
{110d¢ 28n Nnnd would be provided by the Bank loa Phic marntdan ineludaas
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salaries and passages of L foreign livestock experts to be employed

sl ase Flhe smammdtand fomonr AY nTise dlhn smesmmlhomcms AL sl d AT A

uwiiller” uvile projecu \pdld g4/ piaus Ul pulCildog Ul VEILLULLED.

| 4 b PP, rTadh 1L LR I IR, B B T ____4_ PR TN ﬂ--_-.._..
HOe lllb‘ DaILK 1.0all O.L Vo .LU.{ miiliorn would pe madae VO wne udveiti-

ment of Colombia which would carry the exchange risk. Proceeds of the
loan IOI‘ expena:u,ures in pesos would then be made ava:u.aoJ.e to the Ca |a
by the Govermment. The Caja will make the repayment to the Government,
in pesos and the Govermment in turn will service the debt to the Bank
in foreign currency. To cover a part of the exchange risk the Govern-
ment will charge 2 per cent per annum on the loan amount outstanding

in addition to the Bank's interest rate.

L7. Suggested terms of the Bank loan to the Government take account
of the repayments by the project farmers to the Caja. Assuming prompi
repayment. by farmers, loans disbursed in the last year of the four-year
disbursement period would be fully repaid in the fifteenth year of the
Bank loan., However, in order to provide a margin for setbacks or delays,
it is proposed that repayment terms of the Bank loan should be 18 years
including 6 years of grace.

E. Disbursements

L8. Disbursements of the Bank loan for farm development would be
for 75 per cent of loans made by the Caja for this purpose (para 42).

For the cost of contractors!machinery, dairy manufacturing equipment

and technical services disbursements would be made against appropriate
documentation of the foreign exchange cost. The total disbursement
period of the project would extend over about four years. Within this
framework each individual farm development loan would normally be dis-
bursed in two annual installments. The Caja would establish and maintf.ain
separate accounts for the livestock development project. These accounts
would be audited semi-annually by an accountant acceptable to the Bank,
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LS. The expected financial implications for the Caja resulting
from the livestock development project are set forth in Annex 7.
According to this projection the project could be financially self-
liquidating over a period of 15 years. The proceeds from loan repay-
ments on principal and interest by farmers would cover all obligations
for the Bank loan debt service. The Caja would also recover with
interest its own contribution of $ 6.1 million over the suggested
repayment period of the Bank loan. Cash surpluses accruing during an
intermediate period would be relent to farmers at long and medium terms
for the purpose of the livestock development program.

IV. ORGANIZATION AND MANAGEMENT

General

50. The organization and administration of the program of financial
and technical assistance to livestock producers would be carried out by
the Caja. As indicated in Annex 1, the Caja is an experienced agri-
cultural credit institution. Currently it provides nearly 60 per cent
of all agricultural lending in Colombia. Operating since 1931 it has

a good record of performance in respect to both the volume and variety
of farm lending. The Government is the largest sharcholder and provides
continuing capital support. The Caja has successfully utilized two
previous IBRD loans for agricultural machinery. Of a total loan port.-
folio in 196); of nearly Col. Pesos 2 billion, 90 per cent was for
agriculture of which 52 per cent was for the livestock sector. Thirty
per cent of all agricultural loans were for terms longer than 5 years,
the majortiy of bhe remainder were for 1 year. The proposed Bank loan
and the Caja's contribution to the project would increase the loan

valledl UL IV T A i Edo L1e 1

portfolio by approximately 15 per cent.,

b

51. The Caja is well organized for handling agricultural lending
operations. Although the bulk of its loans have been short term it has

some experlence in longer term development financing for medium-sized

farms as exemplified by its successful ri:a'rr-v development program at
Narino., The continuance of this program would be 1ncorporated with
n'nlv some minor modifications in the Bank panani‘ The Ca 19 is nqpcni_n']'ly

1nterested extending its experience and its technical staff via the
+

59 Tanrhninal sarmrinaas 11i171 ha nwaridad hey aatddine 1m a ananial
Sl 1ECMLLCaL SEIV.LCES Wiirl O€ Proviaea Uy Seluvdillg up a SpecClas
livestock development department within the Caja staffed by a technical
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the effective date of the loan.

This livestock development department would be responsible

.
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revommendlng these to the Caga for lendlng and for superv131ng the
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execution of plans for which loans are made. The Caja would make de
lopment loans under the project only with the approval of the technic
department referred to. Financially and administratively the Caja Wduld
process these loans in the normal way through its regional offices which

are well equ:.ppecl to do so.

Sh. Loans to machinery contractors (para 29) and dairy cooperatives
(para 31) would be based on the number and capacity of machinery and
technical installations required for the project and would be made only
with the approval of the livestock development department of the Caja.
These different categories of loans would have varying terms and con-
ditions within the specified general terms (paras L2, 43 and LL),
depending on the composition of individual investment plans.

Procurement

55. Goods required for farm development would be procured through
existing commercial channels, There is a great number of foreign firms
represented in Colombia competing in the local market. The Caja assists
these firms in procuring and financing their import requirements espe-~
cially the import of agricultural machinery. The Caja also has its cun
stores, through which it supplies mainly small farmers with their small
scale input needs on a non-profit basis. In addition, the Caja operates
a special seed production unit which would be able to supply the tropical
pastures legumes vital to the pasture improvement sections of the project.
Importation and distribution of fertilizers, livestock and semen are
also all normal activities of the Caja which will easily be applied to
the project. All purchases of livestock required for the project would
be subject to the approval of the livestock development department with
respect to the quality and origin of such stock.
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Marketing

56. The commodities produced by the project would be marketed

through existing commercial channels including dairy manufacturing
h N 4 [ I, %

cooperatives. These might not be considered to be efficient when
compared with more developed countries but are probably sufficient

for Colombia at the present time. The Govermment maintains a consumer
price control system for beef and milk but only in the larger towns

and organized markets. In practice this control tends to follow market
tendencies and does not have a restrictive influence.

57. Most of the beef is slaughtered in small abattoirs with the
cattle being killed at night for delivery next day to the market as
raw meat. A few modern slaughter houses exist with freezing chambers
from which the small export trade is supplied. When an increase in
export is experienced as a result of the project, expansion of these
facilities will be required, but not before the later stages of the
program,

8. The marketing of dairy products is either in the hands of
small middlemen or dairy manufacturing companies and cooperatives. The
latter produce the best qualities of liquid milk, butter and cheese and
all of the powdered milk. There is general shortage of all products in
the larger population centers which is reflected in good prices to the
producer and a relatively high price for powdered milk as compared with
the liquid form. The increase of production resulting from the project
will easily be absorbed by this demand.

59. The production of fine wool resulting from the project will
be readily absorbed by the textile manufacturing industry which at present
imports all its fine wool requirements (para 17).

60. The benefits to participating farmers from investments to be

made under the project are analyzed in Annexes 9 - 13. The estimates
are based on typical farms for the areas and types of projects concerned.

Expected results per farm at various stages of development can be

summarized as follows:
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Before After When Per cent
Development 5 years of 1/ development ,, increase
Development =/ is completed” 3/
Beef cattle, la Costa
(Investment cost:
Pesos 158,000 per farm)
Total stock, No. 1,180 1,560 1,800 52
Sales per year, No. 168 230 339 102
Net income, Pesos '000
per year 166 205 361 117
Beef cattle, Los Llanos
(Investment cost:
Pesos 20‘1)5@0 per __am)
Total stock, Ne. 1,110 1,590 1,850 66
Sales per year, No. 152 2L8 285 88
Net income, Pesos '0C0
per year 133 164 26) 99
Dairy cattle, Narino
(Investment cost:
Pesos 202,650 per farm)
Mumber of cows 30 55 60 100
Milk sales, tons per year 36 146 180 LOOo
Net income, Pesos '000
per year 25 L9 126 Lol
Dairy cattle, Barranguilla
(Investment cost:
Pesos 271,400 per farm)
Number of cows 100 161 200 100
Milk sales, tons per year 90 290 500 1,56
Net income, Pesos 'C00 o o )
per year 99 2.5 638 540
Sheep
{(Investment cost:
Pesos 387,000 per farm)
Total stock, No. - 2,500 L,640 -
TATAA'I ag'l Ao lrer oA ranwr - g A70 12 00N -
-LUU, J‘s yva JVU} /’VIV -I-C—’V/V
Net income, Pesos '000
nawm wrann 1o a1
per year - e cIL -
1/ Net incoma £3oum nt thia atnoe are after doht sorvice
:I A LR Luuuxuc ;Lsuu.c QAU Vil OUGSU QLT Al vl MO WU D0L VAWVG e
g/ After 12 years on beef cattle and dairy farms and 1L years on sheep
farms (farm development loans would have been paid back at this stage).

3/ When development is completed as compared with figures before development.
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61. As these projections show, the net income per beef cattle and
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ment period of an 1nd1v1dual farm plan. At the same time stock numbers

would increase by 50 to 100 per cent. The sheep farms starting from zero

would alsc show a considerable net 1ncome and a large increase of produc-
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62. The increase of annual production derived from the completed
project (after 14 years of development) would amount to about 58,000 tons
of beef (liveweight); 63,000 tons of milk or its equivalent in milk
products and L0O tons of fine wool. The gross value of this production
would total about US$ 32 million per year at prices paid to producers.
Assuming that 50 per cent of the increase of beef production would be
exported and that all fine wool produced would be an import substitution
the project's contribution to the foreign exchange earnings of Colombia
would be substantial. Deducting the foreign exchange component of the
production costs and debt service the net increase of foreign exchange
earnings would average about US$ 10 million per annum after completion
of the developmernt period.

63. The cash flows of the estimated incremental costs, including
the US$ 28 million investment cost and of the estimated revenues from
incremental sales are summarized in Annex 1ll,. For these calculations,
it has been assumed that the lifetime of individual farm development
plans would average 20 years and that all investments other than live-
stock would have no residual value at the end of this period. Costs
and prices used in the first part of these calculations are those pre-
vailing at the time of appraisal when the exchange rate was 9 to 1
(Assumption A). As an alternative it has been assumed that the foreign
exchange componerit of the investment cost, expressed in Colombian pesos,
would increase by 50 per cent according to the new exchange rate of 13.5
to 1 and that domestic costs and product prices (in pesos) would remain
unchanged (Assumption B). Under these two different assumptions the
three sections of the project would yield the following average annual
net returns to the economy of Colombia: 1/

Assumption A Assumption B
Beef cattle Lo % 36 %
Dairy cattle 35 % 32 %
Sheep 23 % 20 %
6lL. These calculations do not take into consideration other more

intangible benefits to the livestock industry as a whole. In particular
the project would provide an important source of high producing beef

and dairy breeding stock and would introduce modern production techniques
such as the use of tropical and subtropical pasture legumes. The project's
technical service will assist in developing standards in a wider sphere
than the project alone, particularly for the future expansion of the
industry. Finally the sheep section would establish the basis for a new
livestock industry complementary to the present peasant sheep production
and with great nvnqnpn+q of expansion.

cllld WUl B-Caew -

1/ Based on the discounted cost flow method.
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VI. CONCLUSIONS AND RECOMMENDATIONS
65. The project, which is the first stage of a long-term livestock
development program is technically and economically sound. The Caja with
the staff additions recormended would be capable to administer the project.
It has sufficient financial resources to provide the necessary funds. The
demand for such development is great and farmers are highly interested in
participating.
66, The project is suitable for a Bank loan of US$ 16.7 million.

The borrower would be the Government of Colombia and the Caja would
administer the loan. An appropriate term would be 18 years, including
a grace period of 6 years. The Bank loan would be equivalent to about
60 per cent of the total project cost.

67. During negotiations, assurances were obtained that:

a) the Government of Colombia in making the Bank loan
available to the Caja would not charge more than two
per cent as coverage for the foreign exchange risk.
This, when added to the Bank's interest rate would be
the only amount charged to the Caja for the proceeds of
of the Bank loan (para L6),

b) The Caja would:
(i) make available for lending to farmers promptly
as necessary local currency funds equaling 25
per cent of approved farm development loans
{para }2).

(ii) provide funds for short-term credit if such
financing would be required for complementing
development loans (para L2).

(iii) wuse the proceeds of payments which it receives
on account of loans granted under the project
and which are not currently required to service
the Bank loan for the purpose of the livestock
development program (para L9).

(iv) appoint a technical director and three chief
technicians satisfactory to the Bank prior to
the effective date of the loan (para 52).

(v) follow the terms and conditions of the different
categories of loans to be made to farmers, machinery
contractors and dairy cooperatives, as agreed to
with the Bank (para 5kL).

(vi) make all purchases of livestock required for the
project subject to the approval of the livestock
development department with respect to the quality

and origin of such stock. (para 55)

allill L=



ANNEX 1

CAJA DE CREDITO AGRARIO INDUSTRIAL Y MINERO

A, Introduction

1. The Caja was created by law in 1931 as a joint stock company.
It is a semi-official entity; probably one of the largest credit insti-
tutions in Latin America. It is essentlally engaged in lending to agri-
culture, but it als ovides credit to ;udustry and small miners. Abcut
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bo raise his standard of 11v1ng.

B. Organization and Management

2. The Caja's governing body is a Board of Directors; it is made
up of the Ministers of Finance and Agriculture, a representative of the
President of the Republic and one delegate from each of the National
Coffee Growers Federation and of the National Farmers' Association. Next
in line is the General Manager, who is assisted by five committees, on
coordination, finance and comme¥ce, credit, development and administra-
tion. The General Manager and the Committee members are appointed by
the Board. These committees are staffed with specialists in each field.

3. The central office enforces its policy through regional offices.
There are 600 regional offices (branches and agencies) coverlng the most
remote areas of the country. The branches are located in the capital of
each "Departamento” (administrative provincial sub-division). They have
a manager who is responsible for the credit operations within his area
and who has authority to grant loans for up to a specific amount,
determined on the basis of the importance of the locality. The branches
have a consultation Board, formed by members appointed by the Board of
Directors, from a list of candidates submitted by a local Farmers!
Association of each "Departamento". These Boards pass on credits in
amounts exceeding the limit set forth under the regulations applicable

to each manager.

L. In addition to the branches, there are credit agencies located
in every municipality. These agencies range in size and volume of opera-
tions, depending on the area they cover. Fach agency has specific credit
authority, commensurate to its type, and has a manager. The agencies also
have an Advisory Board, formed in the same way as the Branch Boards.

These Boards in the same way as applicable to the branches, assist the
agency manager in his credit policies and have authority to grant loans
for specific amounts depending on the type of agency.

5. The upper limit of loans which can be approved at the branch-
agency level varies from Col. $ 15,000 to 300,000 and is largely determined,
as it was mentioned, by their category.
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Coffee Growers Fed. 61,935 13.0
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Private Sector 21 0.1
Total L78,465 100.0
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dividends but reinvests most of its profits which were Col.$ 15 million
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in 1704,
7. The Caja enjoys exceptional rediscount facilities with the
Central Bank, Its redlscount quota was increased from Col.$ 750
million to Col.$ 845 million in June 1965. This is equivalent to
172 per cent of its paid-in capital and legal reserves versus L5 per
cent authorized to commercial banks. Seventy per cent of the Cajais
rediscount quota are for short and medium-term credit (up to five years),
and 30 per cent for long-term credit. The rediscount rate paid by the
Caja to the Central Bank is two per cent compared to four per cent
charged to commercial banks for loans of developmental nature.

8. Demand deposits amounted on June 30, 1965, to Col.$ 388 million.
Of these funds, 60 per cent can be used by the Caja; the rest (LO per
cent) are earmarked for reserve requirements and for purchasesof securi-
ties of the Central Mortgage Bank.

9. The Caja Colombiana de Ahorros (Colombian Saving Bank) was
consolidated with the Caja in 1955. On June 30, 1965 there were savings
deposits totaling Col.$ 675 million, representing 60 per cent of all
savings deposits in the country. The interest paid in these deposits

is from four to five per cent. The use of 80 per cent of these funds

is regulated by law; they must be invested into government and other
official bond issues, rural housing and purchases of land for resettlement.

10. At present, the Caja has issued bonds amounting to Col.$ 329
million, Col.$ 219 million are held by the Central Bank, Col.$ 107
million by the commercial banks and Col.$ 3 million by other private
institutions. The interest paid on these bonds is from two to four
per cent and subscription by commercial banks is imposed either as a
liquidity measure (five per cent of their demand deposits) or as a
penalty in case they have not complied with Law 26, which prescribes
that they must invest 15 per cent cf their deposits in agriculture.
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11. The Caja has recelved six external loans including two from

the IBRD (fully repaid) since its creation. Only one recently granted
US$ 2.5 million from the Exim Bank for agricultural machinery is out-
standing. In addition, it is the administrator of P1 L8O counterpart
funds. The Caja has benefited from four U,S. loans of counterpart funds
for a total of about Col.$ 187 million., Of this total Col.$ 181 million
have been relent by the Caja, generally to small farmers. In 1963 the
Govermment of Colombia decided to assume the repayment of the Col.$ 181
instead of the Caja thus increasing its capital subscription by that much.

D. Activities and Lending Operations

12, The Caja not only provides credit to agriculture, but it assists
farmers in obtaining agricultural machinery and sells a wide variety of
products needed by them. Its total portfolio increased from Col.$ 811
million in December 1960 to Col.$ 1,9LL million in December 196L, an
average annual increase of 3l per cent. In June 1965 the portfolio
amounted to only Col.$ 1,945 reflecting current credit restrictions.
Almost 52 per cent of the Caja credit as of December 196L was for live-
stock; 39 per cent for cattle and the rest for pastures, farm improve-
ments and purchase of farms.

13. As of December 31, 196l (last available data with detailed
analysis) there were about 00,000 loans outstanding, which for a total
amount of Col.$ 1.9 billion give an average size of loan of about

Col.$ L,600. This is perhaps the essential feature of the Caja; it makes
many small loans., The average of cattle loans was somewhat bigger, abaut
Col.$ 8,700. The size of the Caja loan depends upon the Durpose and the
duration of the loan. In livestock for instance, the loan is limited
to Col.$ 150,000 (Col.$ 20,000 for ‘f’n‘i“i’m’nna except in Los Llanos where
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operations a two jyear grace period can be obtained.
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16. There are variations in the rates of interest charged by the
Caja but the general rule is the following:

Caja Interest Rates
Up to 1L year 1 to 5 years Over 5 years

Up to Col.$ 5,000 8 % 10 % 12
Over Col.$ 5,000 9% 11 % 12

[+)
AN

In addition, borrowers are required to contract a life insurance policy
with the Caja at an annual cost of cne per cent of the outstanding amount
of the loan.

17. The Caja's collection record is good. From 1961 to 196lL, ths
proportion of losses due to irrecuperable loans has been Col.$ 1 for
10,000 lent. Delinquent loans during the same period have averaged

15 per cent of the total amount lent. The following table shows the
trend in

(Col.$ '000,000)

Year Total Loans Delinquent Loans Percentage
1960 887 147 15.8
1961 1,068 182 15.9
1962 1,278 2L7 15.2
1963 1,71k 392 1h.L
196l 1,913 113 14.6

The essential reason for the good collection record is that the Caja,
for the ma Jority of the small f‘ar'mprq is the only source of relative

cheap credlt to which they have access. Should they destroy their

credit with the Caja, they would fall into the hands of money lenders

il WALl el 3 VeiTy WL LZas - i (=2 $204 s

E. Financial Situation

18. The ratio of net income to equity capital, on the return has
steadily improved over the past five years, from 0.7 per cent in 1960
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to 3.1 per cent in 1964. However, for the 6 months ended June 30, 1965

the net income has fallen sharply, due to seasonal swings and to con-
tractionary credit regulations. It must be remembered that the primary
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20. The ratio of total debt to paid-in capital and reserves has
been the following over the past years:

A nNLr Al anl A b We T ant)

170U 1701 170¢ L7700 L7004
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00/ 20 01l/19 03/1 [0/22 00/ 20

Summarized balance sheets and income statements are presented in the
following tables.



ANNEX 1

Table 1
CAJA DE CREDITO AGRARIO INDUSTRIAL Y MINERO
Summarized Balance Sheets
December 31, 1960-1964 and June 30, 1965
12 __ ptAAN PR I T Y
(in "0 of Col.d)
June
1960 1961 1962 1963 1964 1965
ASSETS
Panh 24 1,20 .5 1L.Ra AC €M c1 . 204 111 . Rol, 1L} 095
wasn Oy 407 Qe y g4y VooV LY oA Sy VUG L0UyVo o
Various debtors 66,992 8L, 809 82,58 90,595 2,113 99,901

LOAN_PORTFOLIO:

a) discounted or guaranteed 514,957 598,604 691,068 834,888 1,032,409 1,122,707
b) discountable 288,7hh 350,788 385,657 519,680 62l1,146 L82,175
c) not discountable 78,190 110,655 190,396 3Lk, 709 264,093 310,021
d) other 5,118 8,311 10,973 14,883 23,203 30,330
Total Loan Portfolio 887,309 1,068,358 1,278,094 1,71L,160 1,943,851 1,945,234
Mandatory Investments &/ 200,579 204,593 194,422 240,548 259,428 321,493
Inventory 2/ ., 133,246 92,233 81,501 168,491 175,94 18k,6L5
Works in progress 3/ 30,676 26,095 26,1493 35,501 38,098 39,654
Crop promotion campaigns 12,562 1L4,65) 16,360 14,957 20,992 14,059
Buildings and land 57,756 66,009 71,886 83,047 95,518 103,07
Other assets 21L,430 283,621 309,216 182,486 225,66 215,957
Total Assets 1,628,989 1,882,861 2,126,057 2,581,481 2,983,l12 3,098,117
LIABILITIES

Demand Deposits 164,162 194,521 224,513 29L, 884 38&,612 387,989
Savings Deposits 375,u5h 401,643 481,657 628,584 693,122 675, 2k7
Interest received in advemce 23,732 29,972 35,982 60,596 66,782 70,672
Deferred Liabilities 34,754 3h,3hh 35,336 38,602 55,856 6h,927
Payable by insurance

department. - 7,836 8,961 10, 247 13,017 16,953
Public funds earmarked 20,589 43,393 2,678 46,371 51,268 34,873
P.L. L8O funds 118,503 151,909 183,870 17,368 16,363 14,870
Discounts with Central Bank 317,870 383,592 476,405 595,655 760,700 836,000
Bonds Issued 209,634 232,063 210,993 276,233 312,749 329,507
Long-term foreign loans 15,519 12,070 8,622 5,173 - 1,070
Other Liabilities 17;430 28,650 18,308 35,202 26,856 66,390
Total Lisbilities 1,297,687 1,523,193 1,757,365 2,009,315 2,381,325 2,498,503
Cagital Account:

Paid-in Capital 258,588 283,76} 291,567 L6, 435 u76,615  L78,465
Legal Reserves 31,459 32,156 32,931 33,917 38,L06 39,156
Other Provisions 4/ 39,070 39,837 39,357 62,900 71,981 80,504
Profits 2,185 3,911 k4,837 10,914 15,085 1,489
Total Capital Account 331,302 359,668 368,692 572,166 602,087 599,614
Total Liabilities and

Capital Account 1, 028 989 1,882,861 2,126,057 2,581,LB1 2,983,L12 3,098,117

General Note: The total figures for 1960 through 1963 are smaller than those produced by
the Caja by the amount of unpaid capital in order to com h the 19
presentation.

1/ See paragraph 8 and §.
2/ Mainly agricultural machinery and supplies of the Caja's stores.
3/ Irrigation, land settlements and other civil works.

2

r, i.e. insurancg foreign exchange



INCOME

Interest

Commissions, fees and other
service charges

Income from savings invested

Other income

Salaries and travel

Social charges

Interests and other charges

Interests paid on savings
deposits

Reserves and provisions

Other

Net income

1961 1962

82,234 101,911

Mo

129,316 156,250
40,342 47,803
7,647 §,6§5
23,909 26,359
23,712 28,493
1S,S9z 2},76b
14,198 16,329
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1/

June

1964 1965
186,929 101,072
15,482 6,132
36,988 27,561
22,310 8,152
nET 720 1h2 o117
(A N 4 B PN |
73,789 38,265
41,816 22,657
41,2386 31,251
38,049 21,317
28,806 13,626
22,956  1l,612
2u6,65L 141,728
15,085 1,489

1/ The Caja's accounting period is 6 months.

Yearly figures have been obtained

by adding the six-monthly figures provided to the Central Bank which is the

Caja's auditor.



INVESTMENT COSTS OF THE LA COSTA BEEF PROJECT
The La Costa Beef Project has 800 farms averaging 400 cows in
herds of approximately 1,000 head using 500 ha of land.
On-Farm Investments Per Farm Total
Doasag Pasas [ 1000) 1S3 (1000)
L S A COVO \ A A A / A o \ WAL g
2E kme of FTencinge at i neans ner m 1), . 000 11 208 1. 2L0
S Dl Ul ATl \.4_!.116 [= VI = PCO\JD kJUL e .LLJ-,\J\J\J J-_I.,LUJ .I.’L-L(»\I
1 Water p Lnt, pipes, troughs,
R, - N NN LY aTa'a [o I 4 74
[SIRHIS) , t;‘ U UV (42 ALY [N A
1/3 Stock vard at 21, ooo 7,000 5,600 620
Clearing land 25 ha at 800 20,000 16,000 1,760
Improved bulls at 8,000 2L,000 19,200 2,130
Pasture improvement SO ha at 1,000 50,000 40,000 L, 450
Machinery (farm) 13,000 10,400 1,160
Total 158,000 126,400 14,050
Heavy Machinery foir Contractors
for Dam-building, clearing, well-boring 8,100 900
Technical Services
a) Staff Number Salary in Pesos per annum 1/
Technical Director 1/4 62,000
Administr. Director 1/L 29,500
Chief Technician 3/L 159,000
Veterinarians 3 260,000
Technicians 11 968,000
Administration 2/ L 152,000
1,63L,500
bt At d A g
3 Year Total L, 90k 5L)
b) Purchase of Vehicles (16 at 31,500) sohL 60
Total Technical Services 5,L08 600
Total La Costa Beef Project 139,908 15,550

1/ Including Transport Costs

g/ Including Secretaries and minor staff
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11, Los Llanos

The Los Llanos beef project has 90 farms averaging LOO cows in

a herd of apnroximately 1,000 head on 500 ha of land.

On-Farm Investments Per Farm
“Pesos

20 km of fencing at 5.2 pesos per meter 104,000
1 1/2 water points at 20,000 30,000
1 stock yard at 20,000 20,000
3 improved Colombian bulls at 6,500 19,500
Farm Machinery 15,000
Seeds and Fertilizer 15,000
Purchase of 100 heifers at 1,000 100,000
Total on-farm investments 303,500

Heavy Contractor Machinery

Technical Services

a) 3taff Number Salary in Pesos
- __per_annum 1/
Technical Director 1/L 62,000
Administr. Director 1/L 29,500
Chief Technician - -
Veterinarians 1 88,000
Technicians 1 88,000
Administration 2/ L 152,000
Total 419,500

3 Year Total of Staff Costs
b) Vehicles (2 at 31,500)

Total Technical Services

Total Los Llanos project

1/ Including Transport costs

2/ Including Secretaries and Minor Staff

Total

Pesos ('0CG)

9,360
2,700
1,800
1,755
1,350

1,259
63

1,322

29,537

US$ 1000)

1,0L0
300
200
200
150
150
1,000

140
10
150

3,290

————
e T——



ANNEX U

INVESTMENT COST OF THE NARINO DAIRY PROJECT

The Narino Dairy Project has 150 farms averaging 30 milking cows
on approximately 56 hectares.

On-Farm Investments Per Farm Total
Pesos Pesos ('000)  US$ ('000)

LO ha improved pasture at 1,100 Lk ;000 6,600 730
8 ha alfalfa at 1,020 8,160 1,224 1Lo
8 ha fodder oats at 530 L,2kLo 636 70
2,800 m. fencing at 5 1L,000 2,100 230
1 electric fencing unit 2,000 300 30
2 water supply p01nts at 1,100 22,000 3,300 370
2 cow shed 1 dairy 12,000 1,800 200
1 tractor + farm machinery 38,250 5,737 6L0
22 dairy heifers at 2,000 L ,000 6,600 730
1 dairy boiler and milk cooler 4,000 600 70
Miscellaneous 10,000 1,500 170

Total on-farm investments 2¢2,650 30,397 3,380
Technical Services
a) Staff Number Salary in Pesos

per annum 1/
B e

Technical Director 1/8 31,000
Administr. Director 1/8 1L,750
Chief Technician 1/2 106,000
Veterinarians 1 88,000
Technicians 2 176,000
Administration 2/ 2 76,000

Total L91,750
3 Year Total of Staff Costs 1,L76 160
b) Purchase of vehicles L 126 10
Total Technical Services 1,602 170
Total Narino Dairy Project 31,999 3,550
1/ Tneludine trananort costs
1/ Including transport costs
2/ Tneludine Seevatariec and dnnr S+a P
:.I LIJ\IJ.\A\‘-.LIJE, [EAWA VS A AT I S ) CALiva il daNJsA W oUCLd A



The Barranquilla Dairy Project has one hundred properties each

with 100 dairy cowson 250 ha.

On-Farm Invesiments Per Farm Total
Pesos Pesos ('000)  Us® ('000)

Land clearing 50 ha at 500 25,000 2,500 280
Pasture establishment 120 ha at 660 79,200 7,920 880
Pasture improvement 120 ha at 260 31,200 3,120 350
Silage Trench 6,000 600 70
Fencing 5,000 m. at 5 per m, 25,000 2,500 280
Electric fencing unit 2,000 200 20
Water supply one unit 12,000 1,200 130
Farm Machinery 36,000 3,600 LoO
Milking shed 15,000 1,500 170
Milking shed equipment 4,000 Loo LO
A.I, Flask 3,000 300 30
180 ampules semen at 100 18,000 1,800 200
Miscellaneous 15,000 1,500 170

Total on-farm investments 271,400 27,1L0 3,020
Dairy Cooperatives Equipment
Dairy Plant (Local costs 2,900,000 pesos) 5,393 600
A.I, Services (Local costs 100,000 pesos) 54O 60
Technical Services
a) Staff Number  Salary in Pesos

per annum 1/
Technical Director 1/8 31,000
Administr. Director 1/8 14,750
Chief Technician 1/L 53,000
Veterinarians 1 83,000
Technicians ) 1 88,000
Administrators 2/ 2 76,000
PY S
350,750

3 Year Total 1,052 120
b) Vehicles (3) at 31,500 95 10

Total Technical Services 1,147 130

Total Barranqguilla Dairy Project 3L,220 3,810

Transport Costs
Secretaries and

1/ Including
g

2 Includin

=/ oLl

inor Staff




ANNEX 6

INVESTMENT COSTS OF THE SHEEP PROJECT

Sheep
The sheep project has 35 farms with at least 300 ha of land
suitable for artificial pastures and 515 imported sheep per farm.
On-Farm Investments Per Farm Total
Pesos Pesos ('000) US$ ('000)

150 ha of improved pasture at 500 75,000 2,625 290
500 breeding ewes at L0OO 200,000 7,000 780
15 rams at 1,000 15,000 525 60
11 kms., fencing at 5,000 55,000 1,925 210
Water supply unit 15,000 525 60
Corrals, yard 6,000 210 20
Shearing machine 14,000 140 20
Fertilizing pasture (150 ha) at 80 12,000 L20 50
1 Wool shed 5,000 175 20

Total on-farm investments 387,000 13,5L5 1,510
Technical Services
a) Staff Numbers Salary in pesos

Narino General ‘per annum 1/

Tech. Director 1/8 1/8 62,000
Administr. Director 1/8 1/8 29,500
Caief Technicians 1/2 1 318,000
Veterinarians - 1 88,000
Technicians 1 1 176,000
Administrative 2/ 2 2 152,000

Total 825,500

3 Year Total 2,L77 270
O S Y 2 A, e U = C ~1 A CAn E sl N~
0j vealicies « + 3 = 5 at 51,500 Lo U
Total Technical Services 2,63k 290
Total Sheep Project 16,179 1,800

1/ Including transport

2/ Including Secretaries and Minor Staff
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Project Cash Flow Statement

('onu of .S, Uollars)

3 L s 5 7 8 9 10 11 12 13 1 15 16 17 1.8
1. CA3H INFLOW
IBRD Punds:
i, Losn to Farmars 2,500 5,000 5,000 2,500 - - - - - - - - - - - - - -
i1i. Loan to Contractors 1,000 - - - - - - - - - - - - - - - - -
111, Loan to Cooperatives C,32¢ - - - - - - - - - - - - - - - - -
iv. Technical Services 0,095 Q0,127 0,127 3,031 - - - - - - - - - - - - - -
a) Total IBRD Funds 3,915 5,127 5,127 2,531 - - - - - - - - - - - -
Caja's Contribution:
i. Loan to Farmers 0,830 1,670 1,670 0,830 - - - - - - - - - - - - - -
ii, Loan to Cooperatives 0,1h0 - - - - - - - - - - - - - - - -
iil. Technical Services 0,2k0 0,320 0,320 0,080 - - - - - - - - - - - - - -
b) Total Caja's Contribution 1,210 1,990 1,990 0,710 - - - - - - - - - - - - - -
c) Repayment of Loan by Recipients v - 0,406 0,k06 0,116 0,589 1,615 2,686 3,204 3,2% 3,334 2,822 1,795 0,725 0,129 0,0L3 - - -
d) Interest paid by Recipients (12%) 0,378 0,927 1,618 2,128 2,357 2,163 1,810 1,L57 1,062 0,662 0,323 0,108 0,020 0,011 0,005 - - -
e) Total (c +d) 0,378 1,333 2,08L 2,844 2,9u6 3,778 L,527 b, 661 k, 352 3,996 3,145 1,503 0,745 0,1L0 0,048 - - -
f) Total Recaipts (a ¢+ b + o) 54503 8,u50 9,201 6,285 2,946 3,778 L,527 4,661  L,352 3,996 3,5 1,903 0,745 0,10 0,0k8 - - -
2. CASH OUTFLOW
Loans
i, To Farmers 3,330 6,670 6,670 3,330 - - - - - - - - - - - - - -
ii. To Contractors 1,000 - - - - - - - - - - - - - - - - -
113, To Cooperatives 0,ué0 - - - - - - - - - - - - - - - - -
g) Total Loans L,7% 6,610 6,60 3,330 - - - - - - - - - - - - - -
%) Adsinistrative Cost {2%) 2/ 0,048 0,162 0,251 9,352  O,l17 0,l00 0,366 0,312 0,246 0,178 0,110 0,05k 0,020 0,020 0,020 - - -
1) Technical Assistance 0,335 0,b47 O,bh7 0,11 o¢,200 0,100 0,100 0,100 0,100 0,100 0,100 0,100 0,100 0,100 0,100 - - -
3) Forelgn Exchange Risk (2%) 3/ 0,039 0,129 0,232 0,334 0,334 0,33W 0,325 0,306 0,285 0,264 0,241 0,217 0,1% 0,163 0,134 0,104  ©0,07. 0,036
k) Sub-total (g +h + 41 + §) 5,212 7,408 7,600 4,167 0,851 0,834 0,71 0,718 0,631 0,542 0,l51 0,371 0,310 0,283 0,254 0,104 0,071 0,036
1) Repayments of IBRD Loan - - - - - 0,60 0,955 1,015 1,075 1,145 1,215 1,290 1,370 1,450 1,535 1,630 1,730 1,830
m) Interest Paymsnts (6%) 0,125 0,292 0,k59 0,526 0,793 0,90 0,960 0,91 0,8l0 0,775 0,704 0,631 0,552 o,ké9 0,381 0,287 0,188 0,083
n) Commitment Charge (3/B%) 0,006 0,004 0,002 0,01 - - - - - - - - - - - - - -
o) Total Payments to IBRD 0,131 0,296 0,61 0,527 0,793 1,k20 1,915 1,916 1,915 1,920 1,99 1,921 1,922 1,919 1,916 1,917 1,918 1,913
R) Total Payments (k + o) 5,343 7,70k 8,101 L, 79k 1,6Ll 2,254 2,706 2,634 2,5h6 2,62 2,370 2,252 2,232 2,202 2,170 2,021 1,989 1,949
q) Balance before Caja's Recovery (f - p) 0,160 0,7u6 1,100 1,L91 1,302 1,52k 1,821 2,027 1,806 1,534 0,775  (0,389) (,uB7) (2,062) (2,122) (2,021) (1,989) (1,9U%)
r) Cajs's Rewovery of Principal - - - - 0,600 0,700 0,700 0,700 0,700 0,700 0,700 0,700 0,600 - - - - -
s) Interest (2%) 0,013 0,0L3 0,079 o©,l22 0,122 0,110 0,096 0,082 0,072 0,058 0,04k 0,030  0,0lh - - - - -
t) Balance Remaining (9 - r - &) 0,147 0,703 1,021 1,369 0,580 0,71 1,025 1,245 1,03k 0,776 0,031 (1,119) (2,100) (2,062) (2,122) (2,021} (1,989) (1,9u9)
u) Imterest Rarned on Cash Surplus W - 0,015 0,086 0,197 0,354 9,141:7 0,563 0,722 0,919 1,148 1,307 1,329 1,251 1,170 1,075 0,980 0,880 0,773
x) Salance (t + u) 0,147 0,728 1,107 1,566 0,934 1,161 1,588 1,967 1,953 1,92k 1,338 0,210 (0,850) (0,B892) (1,0L7) (},0L1) (1,109) (1,176}
¥) Accumulated 0,147 0,865 1,972 3,538 L,k72 5,633 7,221 9,19, 11,147 13,071  1L,L09 1L,619 13,769 12,877 11,830 10,789 9,680 8,5L0
Notes:

1/ Amortization scnedule was established on thes following basis:

3/ Caja's estimated cost applied to outstanding balances on loans to farmers,

contractors, one ysar of grace, three years repayment;
dairy and beef farmers, four yeara of grace, six years repayment;

cooperatives, one year of grace, six years

sheep farmers, six years of grace, six yeara repayment.

2/ Interest paid to the"danco de la Republica™ on outstanding foreizgn exchange balances,

L/ It was sssumed that casn surplus accumulated in previcus year will bs used for additional loans to livesiock farmers at

The groas rate would be about 12 per cent, allowing 2 per cent for administirative cost.

& nat interest rate of 10 per cent.

repayment ;



Orgariization Char* of ~he livestock Development Froject

General Manager
of the Caja

I
ffice of the Assistant Gen-

eral Manager for Development

Prglect Committee

I[ 2 Directors of the Caja
Livestock Development 1 Asst. Gen. Manager for Development
Department 1 Technical Director, Project Dept.
1 Ad! ist s Di t o P!'O | t D te
1 Techmical Director Anistr el Ject Dep

1 Administrative Director

1
1 1 1 1
Los Llanos Orientales 2 Costa Rarino _S_h_emu'u
(directly supervised 1 Chief Technician 1l Chief Technician 1 Chief Technician
by Technical Directar)
_B_a»ef Catt..'}_g !af C:attlc_a_ ESMe]E S_lm_eg
(90 Farms) (800 Farms) (10 Farms) | (25 Farms)
1 Veterinarian 3 Veterinarisns - 1 Veterinarian
1 Technicilan 11 Technicians 1 Technician 1 Technician
Summary of Technical Staff Dairy Cattle Dairy Cattle
Technical Director 1 (100 Faras) (150 Farms)
Chief Technicians 3
Veterinarians 7 1 Veterinarian 1 Veterinarian
Technicians _12 1 Techniclan 2 Techuicians
Total 28




DEVELOPMENT OF A LOO COW "IA COSTA" BEEF CATTIE FARM

A. STOCK AND SALES PROJECTION (NUMBER OF HEADS)

Bfors
Yesr Development 1 2 3 L S 6 1 8 4 10 11 12
1., Livestogk Imyeptory
Cowa 400 400 410 420 429 436 442 457 491 500 500 500 500
Bulls 20 20 21 22 22 22 22 23 2/ 25 25 25 25
Calves Branded 200 220 246 294 322 327 332 343 368 375 375 375 375
One Year (1d Mixed™ 194 194 21, 239 285 313 317 322 333 357 364 364 364,
Tvo Tear Q1d Mixedd/ Y, 188 190 190 210 235 280 307 m 316 327 350 357 357
Three Year (ld &mﬂ 91 93 9, 9% 104 116 139 152 154 156 162 173 17
Three Yeer Old Steersd/ 91 93 47 = = = - - - - - - -
Totgl 1,184 1,210 1,222 1,279 1,397 1,49 1,559 1,608 1,686 1,740 1,776 1,794 1,798
2, Sales
Three Year (ld Steers
@ Col.$ 1,600 - - 47 9% 104 116 139 152 154 156 162 173 177
Four Ysar 0ld Stoars
@ Col.$ 1,600 a8 90 92 46 - - - - - - - - -
Cull Cows € Col.$ 1,020 ™ T2 h 76 78 8 ¥e') & 88 90 90 90 90
- Cull Hesifers @ Co 1,000 8 - = - = 10 12 13 FVA 53 53 61 T2
Heifers for Cow Replacementd’ 80 80 & 8 86 87 88 91 98 100 100 100 100
Heifers for Bard Increase - 10 10 9 7 6 15 34 9 - - - -
Cull Heifers for Sale B - - - - 10 12 13 44 53 55 61 2
—— . Total Number of Heifers 88 90 92 93 93 103 115 138 151 153 155 161 172
_ Calving Pergentage 50 55 _60 70 75 75 75 75 75 75 75 75 75

Geperal Note: Mortality rate before development has been estimated ai 3 per cemt from calves branded to four year old steers.

1/ Mortality rate 3 per gent,
2/ Mortality rate 2 per cent
3/ Mortality rate 1 per cent
4/ To replace cull cows and deed eows (mortality rate of cows: 2 per cent)

1 e38g
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JZVSLOF JEN. OF A LOO CU¥ “LA COOTA™ JZEF CATTLZ F.RY

2. FINANCIAL FROJECTION ‘IN PEGI3)
Before
Year Development 1 2 3 L S ) 7 8 9 10 11 12
1., Sales 222,240 217,40 297,880 301,520 245,920 275,120 314,980 339,8L0 380,140 394,L00 L06,000 L29,600 L47,000
2. Operating Costs:
(a) Wages 10,400 10,L00 11,000 11,200 11,Lk0 11,600 11,800 12,200 13,060 13,320 13,320 13,320 13,320
(b} Sanitation 15,984 16,335 16,497 17,266 18,859 20,159 21,046 21,708 22,761  23,L90 23,976  2L,219 24,273
(¢) Purchase of Bulls - 1,600 3,600 3,600 2,000 2,000 2,000 L,000 L,000 L,000 2,000 2,000 2,000
(d) Hepair and Maintenance 15,984 16,335 16,L97 17,266 18,859 20,159 21,0l 21,708 22,761 23,k90 23,975 24,219  2L,273
(e) Taxes {}z of Sales) 2,222 2,174 2,979 3,015 2,u59% 2,751 3,150 3,398 3,802 3,9L4 4,060 L,296 L, 470
(f) Cther L 11,840 12,100 12,220 13,120 13,970 14,940 15,590 16,080 16,860 17,L00 17,760 17,540  17,98C
Total 56,250 58,9k 62,793 65,467 67,587 71,629 7h,632 79,09k 83,26l 85,6ul 85,092 85,99L 86,315
3. Income Before Debt Service 165,990 158,496 235,087 236,053 178,333 203,L91 2U0,3L8 250,7u6 296,696 308,756 320,906 313,006 360,48k
L., Farmer's Contribution2/ - 15,800 15,500 - - - - - - - - - -
S. Intsrest (12%) - 7,585 15,169 15,169 15,159 15,169 13,905 11,377 8,8L9 6,320 3,792 1,264 -
6. Loan Repayment - - - - - 10,535 21,066 21,066 21,066 21,066 21,066  10,Y35 -
7. Balance after Debt Service 165,990 135,111 20L,118 220,838L 163,16L 177,787 205,377 228,303 266,981 281,370 296,050 331.307 360.684
8. Annual Difference 3/ - (30,879) 38,128 s5L,89L  (2,826) 11,797 39,387 62,313 100,991 115,380 130,060 165,817 19k,69L
9.  Accumulated - (30,879) 7,2h9 62,143 59,317 71,11k 110,501 172,81L 273,805 389,186 519,26 685,263 879,757
10. Value of Increased Stock L/ - 13,600 L,000 111,200 191,700 257,600 32h,L00 367,500 L3L,300 474,000 502,600 519,200 523,200

(1) Including contingencies

(2) Farmer's contribution accounts for 20 per cent of a total investment of Col.$ 158,000.
(3) 4s compared with balance bvefore development,

(L) Value of increased stock as compared with value before development.

2 ofeg
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A. STOCK AND 5ALSS PROJECTION (NUMBER OF HEADS)

DEVELOPMENT OF 4 LOO UOW "LOS LLANOS" FEEF CATTLE FARM

Bafore
Year Development 1 2 3 L 6 7 3 10 il 12
1. Livestoak Inventory
Purchased young cows or

heifers - 50 50 - - - - - - -

Cowa 400 400 452 506 510 518 520 545 582 597 610
Bulls 21 22 23 24 25 26 26 27 29 30 30
Calves Branded 1/ 180 225 276 303 306 310 312 327 350 358 366
One Year 0ld Mixed= 175 175 218 268 294 299 301 303 329 340 348
Two Year 01d Mixed2/ 17 172 172 21 263 291 293 295 312 323 333
Three Year 01d nema:s}/ 83 85 85 85 106 13 U4 U5 7 155 160
Three Year 0ld Steer: 83 35 58 21 - - - - - - - -
Total 1,112 1,21 1,334 1,427 1,50k 1,662 1,867 1,506 1,642 1,749 1,803 1847
2. Sales

Three Year Old Steers @

Col.$ 1,500 - 27 58 106 143 144 145 147 155 160
Four Year 0ld Steerm @

Cols$ 1,500 80 &R &, 58 27 - - - - - -
Cull Cows @ Col.$ 940 7 ” 72 73 73 93 94 98 104 o7 110
Cull Heifers € Col.$ 920 -~ - - - - 12 13 14 1 1 15
Heifers for Cow Replacementd®’ 80 80 80 81 81 103 104 109 116 19 122
Heifers foxr Herd Increase - 2 4 4 4 14 25 20 15 13 17
Cull Heifexrs for Sele - - - - - 12 13 14 Y 14 i5
Total Mumber of Heifears

(4 yopra) _80 32 84 85 85 129 142 143 145 146 154
Calying Percentage 45 50 55 60 60 €0 60 60 60 6C £0

General Note: Mortality rate before development has been estimated at 3 per cent from oalves tranded to four year old steers.

1/ Mortality rate 3 per cent.
2/ Mortality rate 2 per cent,
g Mortality rate 1 per cent,

To replace cull cows and deai cows (mortality rate of cows:

2 per cent).

CT X3NNY



B, FINANCIAL PROJECTION (IN PESOS)

DEVELOPMENT OF A L4OO COW "LOS LLANOS™ BEEF CATTLE FARM

Before
Yoar Development 1 P 3 In s 6 7 8 9 10 1 12
1, Sales 187,680 190,680 234,180 242,620 268,120 282,420 312,960 316,320 322,500 328,260 331,140 345,960 357,200
2, Operating Costs:
{a) Wages 11,700 13,500 14,985 1L,985 15,300 15,435 15,525 15,570 16,335 16,920 17,460 17,900 18,270
(b) Sanitation 15,012 16,389 18,009 19,264 20,30k 21,087 21,L2Lk 21,5h6 22,167 22,855 23,604  24,3L0 24,934
(c) Purchase of Bulls - k4,000 ’ k,500 = L4,500 2,500  L,500 2,500 k,500 k,500 5,000 5,000 3,000
(d) Repair and Maintenance 15,012 16,389 18,009 19,26k 20,30L 21,087 23,h2h 21,56 22,167 22,855 23,611 24,340 24,93k
(s) Taxes (1% of salss) 1,877 1,907 2,342 2,L26 2,681 2,824 3,130 3,163 3,225 3,283 3,311 3,460 3,572
(£) Other L/ 11,120 12,10 13,340 14,270 15,04 15,620 15,870 15,960 16,420 16,930 17,490 18,030 18,470
Total sh,721 64,325 71,185 74,709 78,129 78,553 81,873 80,285 6L,81k 87,343 90,483 93,070 93,176
3. Income Before Debt Service 132,959 126,355 162,995 167,911 189,991 203,867 231,087 236,035 237,686 240,917 240,657 252,890 264,024
4., Farmer's contribution 2/ - 30,350 30,350 - - - - - - - - - -
5. Interest (12%) - 1k,569 29,138 29,138 29,138 29,138 26,710 21,85L 16,998 12,141 7,285 2,L29 -
6.  Loan Repayments - - - - - 20,235 LO,u66 LO,L66  LO,L66  L0,u66  LO,l66 20,235 -
7. Balance After Debt Service 132,959 81,436 103,507 138,773 160,853 1Sk,L94 163,911 173,715 180,222 188,310 192,906 230,226 264,02k
8. Annual Difference 3/ - (51,523) (29,452) 5,8l 27,894 21,535 30,952 L0,756 L7,263 55,351 59,947 97,267 131,065
9. Accumulated ‘ - (51,523) (80,975) (75,161) (L7,267) (25,732) 5,220 L5,976 93,239 18,590 208,537 305,80k U36,869
10. Value of Incressed Stock &/ - 81,950 157,820 203,660 335,670 38L,L10 406,390 L12,340 LS1,L40 490,580 533,300 569,560 605,870
Hotcag_l
(1) Including contingencies,

(2)
(3)
(L)

Farmerts contribution accounts for 20 per cent of a total investmsnt of Col,$ 303,500,
As compared with balance before development,
Value of increasedstock as compared with value before development,

2 oFeg
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DEVELOPMENT OF A 30 COW "NARINC" DAIRY FARM
(48 Hectares)

A. STOCK AND SALES PROJECTICH (NUMBER OF HEADS)

Before ) )
Year Dewelomment 1 2 3 b4 5 [ 7 8 9 10 11 12
1, Livestoek Iaveniory
Dairy Cows - oY 30 26 37 46 46 50 55 60 60 60 50 60 60
Heifers (2 years) Xo. 6 172/ 172/ 9 15 18 19 20 22 2 2 2 2
Heifers (1 year) Fo, 7 7 9 15 18 19 20 2 2% 2% 2% 24 24
Heifers Calves o. 8 10 16 19 20 2l 23 25 25 25 25 25 25
Total Ko. 51 60 g 89 9 108 117 127 131 133 133 133 133
Wenning Poerformense % 53 5 85 85 85 83 85 83 85 85 B3 83 85
2, Salepy 4 ; .
Cull Cows @ Col,$ 1,000 Now 5 9 5 7 8 9 10 1 12 12 12 12 12
Cull Heifers © Col.b 1,500 Bo, - - - - - 1 2 2 7 9 1 1 1
Calves 8 Col.§ 100 o, 8 i0 16 i3 20 2 23 25 25 25 25 25 25
Milk @ Col,.$ 0,90 Kg. 36,000 41,600 66,600 92,000 101,200 120,000 143,100 168,000 180,000 180,000 180,000 180,000 180,000
Milk Par (iow Pac AQE ¢4 1,200 1,600 1,800 2,000 2,200 2,400 2,600 2,300 3,000 3,000 3,000 3,000 _ 3,000

tes:
1/ Unit of Account,
Z/ Provision is made far the purchass of 10 two year old heifers in the first and the mecond year,

T e3=s
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DEVELOPMENT OF A 30 (OW "NARINO" DAIRY FARM

-~ . - s o

5. FINANCIAL PROJECTION (IN PESOS)

Before
Year Development 1 2 3 L s 6 7 8 9 10 11 12
1. Sales:
(a) Milk 32,L00 37,40 59,940 82,800 91,080 108,000 128,790 151,200 162,000 162,000 162,000 162,000 162,000
{b) Livestock 5,800 10,000 6,600 8,900 10,000 12,600 15,300 16,500 25,000 28,000 31,000 31,000 31,000
Total 38,200 L7,kL0  66,5L0 91,700 101,080 120,600 1LL,090 167,700 187,000 190,000 193,000 193,000 193,000
24 Operating Costs:
(a) wWages 12,000 12,000 16,000 20,000 20,000 2L,0CO0 2L,000 28,000 28,000 32,000 32,000 32,000 32,000
(b) Fertilizer - - - 1,120 3,840  3,8L0 3,840 3,840 3,840 3,800  3,8L0  3,8u0 3,840
(¢) Tractor Operating Costs - 2y000 34000 4,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000
(d) Artificial Insemination - 2,600 2,700 3,600 L,500 L,800 5,100 5,400 5,700 6,000 6,000 6,000 6,000
(e} Veterinary Costs 688 810 1,066 1,201 1,336  1,L58 1,579 1,71k 1,768 1,796 1,796 1,796 1,796
(f}) Repair Maintenance 357 8l0 2,370 2,670 2,970 3,2L0_  3,51C_ 3,810, 3,930., 3,999_, 3,999, 3,999_, 3,99_
(g) Other .1.7m 510 600 *790 "800 900 3,580/ 6.6705/ 10,2705/ 13,3105/ 13,3305/ 13,2305/ 13,3305/ 13,3305/
Total 13,555 18,820 25,926 33,L81 39,636 L6,918 50,699 59,03L  62,5L8 66,965 66,965 66,965 66,965
3. Income Before Debt Service 2l,645 28,620 L0,61L 58,219  6L,LLk 73,682 93,391 108,666 124,h52 123,035 126,035 126,035 126,035
k. Farmer's Contribution 2/ - 20,265 20,265 - - - - - - - - - -
S+ Interest (12%) - 9,728 19,457 19,L57 19,k57 19,L57 17,835 14,591 11,349 8,106 L,86L 1,621 -
6, Loan Repayment - - - - - 13,510 27,020 27,020 27,020 27,020 27,020 13,510 -
7. Balance After Debt Service 24,645 (1,373) 892 38,762 L1,987 Lo,715  LE,536 67,055 86,083 87,909 9L,151 110,90k 126,035
8. Annual Difference 3/ - (26,018) (23,753) 14,117 17,342 16,070 23,891  L2,L1c  61,L38 63,26L 69,506 86,259 101,3%0
9o Accumulated - (26,018) (L9,771) (35,65L) (16,312) (2,2k2) 21,649 64,059 125,497 188,761 258,267 3LL,526 LL5,916
10. Value of Increased Stock L/ - 8,900 3L,100 k6,700 58,900 72,600 85,500 99,L00 10L,h00 207,400 107,400 107,L0O0 107,400
Notes:

1/ Includes taxes and contingencies

Z/ Farmer's contribution accounts for 20 per cent of a total investment of Col.$ 202,650
3/ As compared with balance before development

L,/ Value of increased stock as compared with value before development

B/ Allowance is made for concentrates

2 eded



DEVELOPMENT OF A 103 COW "BAITANMGUILIA™ DAIRY FARM

A, STOCK AND SALES PROJECTION (NUMHEIR OF HEADS)

Before
Yaar Deyelopment 1 3 3 A 5 & 1 g 3 A2 11 a3
1. Liveswoock abory
a) Criollo-Zelu Cows Mo,Y 100 100 106 112 90 65 37 5 - - - - -
b % Criollo~Zebu-Holst@in
end Upwards Cows No. - - - - 35 76 124 175 200 200 200 200 200
Total Cowe Mo, 100 100 106 112 125 141 161 180 200 200 200 200 200
2 Year Hoifers Ko, 26 26 28 35 41 48 51 58 66 T2 81 81 &
(af Whioh Orioello-Zebu) Mo, (26) (26) (28) - - - - - - - - - -
1 Year Heifers oo 27 29 36 bhy 49 52 59 67 74 83 83 83 83
(0f Wolgh Criollc-Zebu) No. (7 (29) - - - - - - - - - - -
Calves leifer %, 30 37 45 47 53 60 68 76 85 85 14 85 85
(0f Which Griollo-Zebu) Ho. (30) - - - - - - - - - - - -
Total 183 192 215 238 268 301, 339 381 425 440 449 449 443
Weaning Performanon % 60 75 85 85 8s 85 85 85 85 85 85 83 85
2, Salea
Cull Gows @ 5:71.3 1,200 Ko, 16 18 18 20 20 23 25 29 32 36 36 36 36
Cull Hoifersd M. 6 - - - - - - - 2 26 3R it Al
Calves @ Col.$ 100 No. 30 37 45 47 53 60 68 76 85 85 85 85 85
Milk @ Col,$ 130 Kgo 9,000 _ 1€0,000 116,600 134,400 175,000 225,600 289,800 360,000 440,000 480,000 500,000 500,000 500,000 _
Milk Per Cow Per innm  Kg. 900 1,000 1,100 1,200 1,400 1,600 1,800 2,000 2,200 2,400 2,500 2,500 2,500
General Note: Milking head replacement imoludin; deaths 20 per cent,
1/ Unit of Aceoumt, 2 =

2/ Cull Heifers sales price before developmeut C:1.§ 1,200 each and CGol.$ 2,000 thersafter. o|E



B, FINANCIAL PROJECTION (IN PESOS)

Before
Year Developmsnt 1 2 3 I S 6 7 8 9 10 11 12
i. Sales
(a) Milk 117,000 130,000 151,580 174,720 227,500 293,800 376,740 L68,000 572,000 624,000 650,000 650,000 650,000
(b) Livestock 29,L00 25,300 26,100 28,700 29,300 33,600 36,800 L2,400 50,900 103,700 115,700 133,700 133,700
Total . 146,400 155,300 177,680 203,L20 256,800 327,L00 L13,540 510,400 622,900 727,700 765,700 783,700 783,700
2. Operating Costs:
(a) Wages / 40,000 10,000 L0,000 Ll,000 L8,000 56,000 6L,000 72,000 80,000 80,000 80,000 80,000 80,000
(b) Silage Crop L 1,000 2,700 2,700 2,700 2,700 2,700 2,700 2,700 2,700 2,700 2,700 2,700 2,700
(c) Tractor Operating Costs 2,000 4,000 14,000 6,000 8,000 8,000 8,000 8,000- 8,000 8,000 8,000 8,000 8,000
(d) Artificial Insemination - 10,000 10,600 11,200 12,500 1L,100 16,000 18,000 20,000 20,000 20,000 20,000 20,000
() Veterinary Costs 2,L70 2,592 2,902 3,213 3,618  L,063 4,576  5,1k3 5,737 5,940 6,061 6,061 6,061
(f) Repair 7:1 Maintenance 1,281 2,592 6,450 7,140 8,0L0 9,030 10,170 13,430 12,750 13,200 6/ 13,1;706 , 13,Lk70, , 13,470 6/
(g) Other 2 1,083 1,920 2,150 2,380 2,680 3,010 3,390 3,810 4,250 7,902/ 15,450 15,h50é/ 15, L4502
Total 47,834 63,804 68,802 76,633 85,538 96,903 108,936 121,083 133,437 137,780 145,681 15,681 1L5,681
3. Incoms Before Debt Service 98,566 91,Lk96 108,878 126,787 171,262 230,497 30kL,60L 389,317 LB9,L63 589,920 620,019 638,019 639,019
k. Farmer's Contribution 3/ - 27,140  27,1k0 - - - - - - - - - -
5. Interest (12%) - 13,029 26,057 26,057 26,057 26,057 23,885 19,5h2 15,200 10,857 6,513 2,171 -
6. Loan Repayment - - - - - 18,095 36,186 36,186 36,186 36,186 36,186 18,095 -
7. Balance After Debt Service 98,566 51,300 55,681 100,737 1L5,205 186,3L5 2Lk,533 333,589 L38,077 5L2,877 577,320 617,753 639,019
8. Annual Difference 4/ - (L7,266) (L2,865) 2,171 L6,639 87,779 145,967 235,023 339,511 Lb,311 L78,754 519,187 5u40,LS3
9. Accumlated - (47,266) (90,151) (87,980) (41,341) U46,L38 192,L05 L27,u28 766,939 1,211,250 1,690,00L 2,208 191 2,7h9,6L4
10. Value of Increased Stock 5/ - h,250 34,000 73,500 125,750 185,250 252,000 325,500 L02,500 425,750 LL3,750 LL3,750 LL3,750
ED'C@BX 'g E:
]_./ Includes seeds and fertilizers a E%
2/ Includes taxes and contingencies o
3/ Farmer's contribution accounts for 20 per cent of a total investment of Col.$ 271,400 I

L/ As compared with balance before davelopment
%/ Value of increased stock as compared with value before development

8/ Xllowance is made for concentrates



DEVELOPMENT
A. Stock and Sales Projection (Number of Heads)
Year 1 2 3 L 5 & 7 8 9 10 11 12 13 1k
1. Sheep Inventory
Ewes No.-2—/ 200 3/ L90 3/ G28 666 823 1,022 1,128 1,239 1,500 1,500 1,500 1,500 1,500 1,500
Rams No. 6/ 1L/ 16 20 25 31 33 37 LS LS kS b5 LS L8
Lambs No. 1ho 367 122 533 658 818 902 991 1,200 1,200 1,200 1,200 1,200 1,200
Ewe Hogget - 66 173 200 253 312 389 L28 471 570 570 570 570 570
Ram Hogget - 66 173 200 253 312 389 428 L71 570 570 570 570 570
Wethers - - - - - - 67 162 302 529  7LW5 750 750 750
Total 3L6 1,004 1,312 1,619 2,012 2,hkys 2,519 3,285 3,989 L,Lik L,630 L,635 L,635 L,635
2, Sales é/
Ram Hogget é/ No. - 62 160 185 235 297 300 300 300 300 300 300 300 300
Cull Ewes or
Ewe Hoggets 1/ No. - - - - - - 1.0 203 8L 373 L67 Lé67 Lé67 L67
Cull Wetk}ers for
Mutton 8/ No. - - - - - - - - - - - 200 200 200
Wool (Col. $
per kg) Kg. 876 2,L03 2,971 3,684  L,57L 5,673 6,711 7,776 9,727 11,095 12,067 12,090 12,090 12,090
General Note. Lambing rate: first year 70 per cent, second year 75 per cent. Thereafter, 80 per cent. Adult mortality five
per cent. Ewes are replaced after 6 years at 70 per cent of original ewes hoggets or imported stock.

1/ The farm will need 150 hectares of improved pastures plus a further 150 hectares later and LOO hectares of permanent grazing.
2/ Unit of account.

3/ BEwes purchasedt first year 200, second year 300,

i/ Rams purchaseds first year six, second year seven.

5/ Ewe and ewe hoggets give 3,5 kgs. of wool; rams 6 kgs.; lambs 1 kg.j wethers L,5 kgs.
T  with wool on. No wool income for cull ewes or hoggets is allowed for.

6/ Col. $ 300 (1/% or import costs)
7/ Col. $ 200 (1/2 of import costs)

Wool clip excludes ram hoggets sold

I
eJed
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B. FINANCIAL PROJECTION (IN PESOS)

DEVELOPMENT OF A PILOT SHEEP FARM

E/ Farmer's contribution accounts for 20 per cent of a

Year 1 2 3 L : 6 7 8 9 10 11 12 13 1
1. Sales;
(&} Sheep - 18,600  Lb,000 55,500 70,500 89,100 118,000 130,500 106,80C 16L,600 183,L0C 207,L00 207,400 207,400
(b} ool 13,1h0  36,0L5  LL,565 55,260 48,510 85,095 107,563 116,6L0 1L5,905 156,425 181,005 131,35¢ 181,35¢ 181,350
Total 13,1k0  SL,6L5 92,545 11,760 139,110 17hL,195 210,455 2L7,2LC 252,705 331,025 36L,L0CS 338,750 308,750 386,750
2, OCperating Costs:
(a} Wazes L,000 12,800 7,600 21,500 26,800 33,600 LO,120 L6,L00  Lé6,L00  6L,Lo0 68,400 68,500 48,500 68,500
(v; ZEstaclishing Pastures =/ - - - - - 25,000 - 25,000 - 25,000 - 25,000 - 25,000
(¢} Fertilizers 2 - - - - 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000
(d} Sanitation 2,060 6,370 8,900 10,860 13,540 15,770 2G,060 22,940 23,180 32,140 34,300 34,350 34,350 3L,350
() Sheering 206 637 850 1,086 1,354 1,677 2,005 2,29 2,318 3,214 3,430 3,435 3,L35 3,435
(f) Repair g:.}d Maintenance 618 1,511 2,670 3,252 11,062 5,031 5,018 6,882 6,95 $,6L2 10,29¢ 10,305 10,305 10,305
(g) Others 3 346 1,00h 1,312 1,719 2,012 2,495 2,519 3,285 3,989 L, Lk 4,630  L,53% L,435 4,635
Total 7,230 22,722 31,372 3B,u23 59,768 96,573 82,723 118,L01  oL,841 150,810 133,05C 158,22% 133,225 158,225
3. Income Before Debt Service 5,910 31,923 61,193 72,337 79,342 77,622 135,942 128,839 157,86L 180,215 231,355 230,525 255,525 230,525
L. Farmer's Contribution 4/ 38,700 38,700 - - - - - - - - - - - -
S. lnterest (12%) 18,578 37,155 37,155 37,156 37,155  37,1%5 37,155  3L,059 27,866 21,67L 15,L81 $,289 3,096 -
6. Loan Repayment - - - - - - 25,800 51,600 51,600 51,600 51,600 51,600 25,800 -
7. Balance after Debt Service (51,368) (L3,932) 24,038 35,182 L2,187 LO,Lé7 72,987  L3,180 78,398 106,9k1 16L,27L 169,636 226,629 230,525
3,  Accumulated (51,368) (95,300) (71,262) (36,080} 6,107 L6,57hL 119,561 162,7h1 241,139 346,080 512,354 681,990 908,619 139,14l
9. Value of Increased Stock 9L,Lo0 248,860 239,6L0 229,18¢ 238,650 282,5L0 315,360 341,400 L1L,780 L6S,780 L91,700 492,300 L$2,300 L92,300
Notes:
- ]_./ Additional improved pastures will be established by the sheep farmer, financed from current income. Siz
2/ Refertilization after the fourth year is considered as operating cost. wi=
3/ lncludes taxes and contingencies, NE
-
W

total investment of Col,$ 387,000.



Livestock Development Project

ash Flow of Incremental Costs and Benefits (Col.$ million)

(@]

Year 1 2 3 L 5 6 7 8 9 10 11 12 13 1l

Beef Cattle Section

Incremental Sales 1/ 1. 20.3 L3.1 53.1 18,5 5Ll  80.6 109.8 130.9 1L8.6 163.5 178.3 190.,1 195.1
Operating Costs 2/ 1.0 3.2 6.3 9,0 12,2 14,9 18.0 21,3 2Ly 26.3 27,3 27,6 28,0 28,1
Net Benefits Ok 17.1 36.8 Lh. 36,3 39.2 62,6 88.5 106.5 122,3 136.2 150.7 162.1 167,0
Investment Cost 3/

Assumption & L/ 36,3 53,5 53,5 26,2

Assumption B 5/ 2.3 62.3 62.3 30.5

Dairy Section

Incremental Sales 1/ 0.9 3.3 7.9 13.8 21.h 31.0 L1.7 55.8 68.L 78.1 83.7 85.7 86,3 86.3
Operating Costs 2/ 0.8 2.1 110 5.8 8.0 9.9 12,1 1hk.1 15.8 17.0 17.7 17.9 17.9 17.9
Net Benefits 0.1 1.2 3.9 8,0 13.h 21,1 29.6 lL1.7 952.6 61,1 €6.0 67.8 68,4 68.h

Tnvestment Cost 6/

Assumption A L/ 16,2 20,1 20.1 9.8
Assumption B 5/ 18.9  23.L  23.h  1L.h

Sheep Section

Incremental Sales L/ 0.1 0.8 1.8 2.9 1) b9 6.1 7.4 8.4 9.6 11.0 12,6 13,3 13,6
Operating Costs 2/ 0.1 0.3 0.7 1.1 1.7 2, 3.0 3.7 307 L.b b6 5.1 5.1 5.3
Net Benefits 0.0 00.5 1.1 1.8 2.3 2.4 3.1 3.7 La7 542 6.L 75 8.2 8.3
Investment Cost 7/
Assumption A L/ 2,9  5.L 5. 2.5 =
Assumption B 5§/ 3.4 6.3 6.3 2.9 g
2 <
1/ At prices to the producer |E;

2/ Including technical services after completion of investment period
3/ Including contractors machinery and technical services during investment period
L/ Based on prices at the time of appraisal when the exchange rate was § 1o 1
T/ Based on an exchange rate of 13,5 to 1 for imported goods which account for about 33% of the total investment ccet
é/ Including investment costs of dairy cooperatives and technical services during investment periocd
f Including technical scrvices during inv stment period



Q9B T1¥dY
13z691-aveal 9981 71y

eaay 130014 eijinbuerreg

N NN
a)_ Y Q €aiy 1valoig outvaes _. ng
91LLYD AHIVO
Coae a0®e. 2 oo A4 ea1y 133foid soueqy <oj
o.o RIMA os® . .., v
vt *ee,” K easy 153(0x1gd ®1S0) BT
.
. 371LYD 4138
«Te,
.
.
v N O Z Vv W v e
I.ﬂu
..
.o
vAGINDD)
N e’
1 i had l(\:\\\.r\l NMJ
i "
- -
(SR RN i
1 e
|-
¥
47)
[49N
\l/
/r
Tl v i1 3 N O® v D q
Sao {0
S -h&Mo
\
S 3 4 NV A ‘o >
4
f
.| o a
' v L 3 W
: 1
. .
] \\\\
' e -
: 3 - -
. { P . V10008 ; ~
, ! - . @ m:mc%_\\ (Y
. i \ ' . ~ \
: v .o v ! - R, Y2 YWYNIONND,
. £ opRBa, ¢
. 5 » /
. _ - c”
: PR 3 v 4 ) A el s o
. Y T N
P
- < W
Nal e < o~
a ‘
‘
- - : ™
- A wspane - HU
PR J
; . \ >
. v
v % v f . 2z
. no o

LAY -g.(

e

....‘u_._:.u__._

¥y 1 3 n zZ 3 N 3

38 03504 0¥d
ILYI0T THYINS

1 dvh



A
¢ £

Risacha,

N

P . Y
i)

<

Q s |
% ATB:'A;;J":IJ’UTIEOOO':,W -l i
o T W SHEED DEVELOSMENT PROJECT
cv ; \.ji;{wAGDALENA‘:: /
v~ // vogere g oLV A‘R‘-I :

m\é % %) CORDOBA
~ . ;“JJ; / RN
LY
\\ ‘ \ V EN E Z U E L A
< E _" Buca romunqo\( ‘ .‘.
™ LAY o4 A UL LT
N b A o SANTAN : T Ao
v \ ol 11 ¢ ° .
Y ; AR AUC A
ASS ) .' *® e
R S R o
) . \ ,,,,,, (,unr,ﬂo..
© K‘J ;
TLCH 0 . .
A CA ¢ lB" o ¢ a :
(V] | Moniz : ‘" X - :
~ /CUNDINAMARCA ™, o :
« que ¢ sogord Gl : N :
- SO e i VI C H oA DA \
“, oot (! i ) ~ M i H
v RTINS N i +=* O VillgviLencio : *
R ' et .
. ‘\‘_ M E T A i "_4;4 .:
% B N P Fee,
M ‘ GUAINIA
/ A oFtorencia A e s cereornieand S,
\??.,.f-,. - M‘g :;-, . S
N C A Q UE T A = - T
PUTUMAYOY
et e, ® -.... - U et T B R A 7 i L
Treallee, L g 4 .
EC U A D OR ’ Ny
., ; .
“A M A Z O N A S :
M[]] Present Shcep Exploitation Zones .'.. .
-. Fotential Sheep Expioitation Zones ::- . .:
P E R U I

.
*ileticio
Yo

1BRD~-1536R2

APRIL 1966



