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1. AID/W Evaluaticn Panel reviewed this revised PROP on July 3.,
1J70. It is approved for the life of the project with tlie follow-
ing conditions:

2. This p.oject uppeurs to the panel to represc<nt a :csponse to
host government iniative. The project was to be phused out u
year ago due to important changes in the host govermment attitude.
The opportunity for significant forward progrece seews good.

3. The principa: problems which AID/W hus with the PROP, as draft.d,

iie in the Jbjective section. The overull objective of customs activi’’es
apuears to be (1) rapid movement of goods and (2) rapid and increasing
cullection of revenues with a minimum of red tap.. Thic appearc to be
what you are trying to uccomplish.

L, There appear to be tnrec .evels of project uctivily:

A. The first level ic the inputs: principally technicians
who arc ucvising the Custome Administration;

B. The second level ase the institutional changes which the
Custome Avministration is enxpected to muke as cesult of
this advise. These a.¢ of Lwo sorts: orgunizational
chang«& andi proceduras changes;
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C. The third level are the real objectives of the study, that
is the speed up in the flow of @goods through customs and
the increase in revenue vhich will result from the re-
orgnnization end improved procedurcs.

5. The ultimate test of this projects' success, therefs:e, should
be at the higheat lewel of project activity i.e. improved flow of
goods and !mereased revenucs, rather thsn at the -ntermediate level
of organization and procedural chonges, since these changes are only
being made 80 as to increasc the flow of go2ds and the revenue
collections. It is suggested, therefore, that the Mission develop
neu targets for this project at the highest level. An cxample of
guch targets would be:

A. "By 1972 the Customs Administration would be able to handle
expeditiously the total volume of goods which are expected
to be proceased through the ports at that time. It is cx-
pected that the average goods will be clearcd through cug=-
toms within days and no goods will remain longer thon

days. At thc preseni time the average time taken is
and gome goods have remained in customs ag long as

7. "Revenues from customs by 1972, should reach the level of ¢
per year or % of GNP. At the present time such revenue
collectiong arc only or ¢ of QIP.

6. It is rcquested, thercfore, that the Migssion prepere a revision
to the PiOP ‘ncluding such targets es here:n osutlined. This revis:on
should be forwvarded to AID/W no later than INovember 15, 1970.
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Ao SHLGIARY LESCRIPTION

The Costa lican Governaent has over the years cncountercd preat dif-
Ificultics in raising sufficient revenues to support tho wide rinpe of
isoclal services offered her. citizons, In the past, custems colloge
ition provided well over 500 of the cost of poveranent services, Lut
a5 a result of Cowmon finrket growth and the increased exoneration of
witiecs and taxes on inportations, destined lor cconoric and secial
developuent, tiiis percentage has fallen to 32.2% in 1967, This trend
wahes it jucreasingly iuportant to collect the waximwa amount of the

otential custows revenue, lorcover as the Central American Comvion
I ’

MHarlet (CACH) continues to develop, it i3 juperative that Costa Rica
hiave a custons organization capoble of prouptly jmplementing and .ad=-
ministering the uniform customs laws and regulations Leing promulye
ated by the STLCA

The hroad poals of the project are therefore:
lo In the ficld of povermuont

4o To realize the maximum revenue collectible under existing ta-
riffs and cconowmic influences,

be Tu briny the orpanization, procedures and regulations of the
GOCE Custons Service lnto accord with CAUCA and FLECAICA; and
to establisk efficient tecmiques in those custois operations
not speciflically prescribed by the RECAUCA,

Cs To covperate with SIECA and ICAP in the centinuing devoelnpuent
ol ilie Conmon Marlet, the Custons tnion, and the tniCoym Tarifo
Called for Ly the Ceneral Treaty for Central Averican Uconoric
Intepration,

de To st an exauple of horest, cefficiont, dedicar. public admi-
nistration, not only for Costa Pica but for all -of Central
Maerica,

2, Tu the field of private enterprise,

2o Tu cncouraye conpetitive enterprise Ly reducing the amount of
nerclondise entering tho country illegally or willout the paye
nent of proper duty, and thus enhancing the opportunity for hoe
nest tade,

be o fuciltitate commercial and industrial development trhyoun!, ipe
tellicent application 8f protective legislation and the expedi=
ticus clearance of  fnported products and vaterioals,
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The ninimew results for continued US participation should be continued
refincrneont and dovelopment of the 11 sub=projects coutained in the
original I'vroAg of June 30, 1967, which are prcsently in various stages
of progress, These sub=projects arc discussed helovw,

Be SEVTT A

For many years, the CGOCR Customs Service was chutacterized Ly inept
adniuistration, iunetticient wcthods, and walfeasance i office, Numee=
rous surveys and recowmendations had been wrde by Loth dewvestic and
forcign technicians without any of the supgusted chanpes ar improve-
ments being put into cfflect, On July 25, 1966 Frosident Jost Joaguin
Trejos, in a sincere ond determnined effort to rewmady the situation
and to uale possible the inplementation of the tepulations for the
Central Aucerican Custows Code (I'NCAUCA), instituted 2 Custous Teform
Propram and gave it strong oxecutive backing, USAIN technicnl nssiste
ance was requested to strengthen the effort, A custons wdvisor {row
the S fnreau of Custowus nuade o 3J-wonths TDHY [feasibility study in the
summer of 1967 and based on his-report, the USAID Custows Project in
Costa I'ica was begun in August 1, 19067,

On Necenbier 15, 1967, the RECAUCA was placed into effect in (Costa Rica
Ly P'resicential becree, Practically all ol tle proceiurtl and orpani-
zational changes called for by the sub=projects listed o the Proip
can be lepnlly effected under these regulatious, Por this reason,

the legislative problems of reforn propran are relatively [ev, In
contrast, the oconovmic difficulties are many, The Custons Sevvice,
whicl has always been the wajor source of governuent jncone, hing ale
ways roceived a disprovortionotely snall share of the naticnal buidget,
Current attewpts to reduce the national deficit could possitly widllify
some ol tie provisional conwitawents which the Ministry of Jicienda has
aade in conpection with the nowly formed Investipations Uivisian and
the projected tustoens 'nforcement units,

The repional costons plans and ambitions of STLCA, 1CAP, and USCAP

cun only udvance as the custons services of the dindividur . Centval
Anerican countries boave the Tanou=how and the initiative to place their
recosvendacions and repulations into effect, This clcurntsl fact,plus
thic neco to increase tive povernreent revenue, is clearly recornized in
the conmtry developrent plan, and the sector analysis of the Propram
cemorandsic. The succoss of In=country cua.ioms ~projects ts the koy

to the rortization of these ambitions,

Coe T ATIOY

Toe poeneral stratepy that is being Colloved to achieve Lo - o le e

viangee arove is lor t!u:[b&? ty offer colected ol Includine o custons

ndvisor (ror thoe Office of Foreipn tustors Assiglance of e .0 fue

roau of Custows who will Le able not only to provide toclirical
HHMCLASSIEIND
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assistance In specialized areas, Lut will also act as i catalyst in ohe
taining necded impruvcmontsi) The advisor is located in tle Sirccecifn
Genoral and has wanaped to Cstablis) a guod working relationsi:ip with
a greup of youny wen who have been placed in strategic posts and forn
the spearhead of the program, The COCR has done un cxcellent joh of
weeting the conmitments assipned to it in the 11 suab=projects of the
Prodp. Tle PLCAMICA regulations have Leon placed in cffect and tlo cuse
tons service reorganized to comply with RECAUCA regulations, ¢140,000
is in the 1969 GOCR budgot for repairs to custous installatians, include
ing wori on the Adusna Priuncipal that will cnable the Bireccidn Cenernl
to pet out of its present, rented quarters and consolidate its uperations
vith the usin customshouse in San Jost, the Aduana Principal, g£380,000
have been spent on repairs and improverents to the custonshouse in Pune
tarenas and 1t is now an excollent installation., The bagpage examina=
tien instullation at Il Coco International Adirport has been coupletely
redesigned and wodern, mechanized conveyors and baggage oxamination
counters are speeding travelers throuph with case and alncrity, The
internutional airlines operatiy; at Il Coce have agreed to finance a
£94,000 addition to the cargpo warchouse, the cost to Le awortized over
a l0-ycar period, Ten electric calculators have been purchased for use
in the Direccidn General, The GOCR contribution to the custons share
of the GOCR/AID Trust Fund for FY6Y is € 50,000,

Success in the customs project will have a beneficial effect on nany
other developuent efforts in the country, It will strencthen the Crn-
tral Auerican Integration Movemont by providing the technicsl coune-
tence necessary the wany detailod regulations under the NECAUCHA,

HGATE pruiects will be improved as the handling of needed fuporesd cquine
ment will T expedited, Too often in the past, itews which ' ad o oep
broughit to Costa tica to be used in socinl or cconamic inaprove.ont nro-
grans, hecang bopged down in custons warchouses delaying project jnple=
mentation.  Finally, one of the bipgest developrient linlages related to
the relationship between an improved custows service and anolnerease

in goverweont rvevenues,  The lission in Costa lica considers iiscal stae
Lilization a high priority and the customs project complerents sach
projects as the lission-assisted tax administration rroject,

Go PLANETL TARGETS AMD RESULTS

At the terwination of this projoct in the (9«70 period, the following
results vwill have heen obtained:

l, The office of the Direction General will be movad to the Aduana Prine
c€ipal (fiain Custowshouse in $an Jos8) and a radio coimunications net=-
worlk will Lo in operation whiclh will conmoct this hoadquarters to

the othuer wajor customs installations throughout the country.

{ vt

2, The bhirection General will be reorganized in accordance with the
)(,z,(,-l.,3 RECAUCA, UNCLASSIFIED
(
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A 3o Ahapartaent of Tariff Classification Studies and Control will

J
t

7~ have been cstahlished,

1, supervisory Bepartment will be established which wil) develop

% oD o systew of internal control and on-sgite audits,

‘ M° An Administrative Department will be created which in xﬁ&gi%!&ﬁim

wee-, thon vith divisions now operating in the same fields withia the

‘Ministry of liacienda will perform personnel and pracurenent
functions,

~““%36° A Custons Enforcemént Department will be cstablished for tlhe pro=
“i-el tection of merchandise liabhle for duty; to detor fraud; and to

comhat snuggling,

= 7o The individual customshouses will bo reorganized in keepine with

the provisions of RECAUCA,

Jo A warchouse inventory system will Le established and xxﬁ%ﬂ@ﬁgi vith
A system of public sales of merchundise that has excceded 2 maxie
num storage period,

9 Unification of the system for processing custonms entrios,

/<10° Training classes on the CAUCA and RECAUCA will ho csthhlished for

custons cwployces, brokers, inporters, and other interestod par-
tics,

Eo COUPSE OF ACTION

To achicve tie rosults listed above, the USAID Customs Advisor With
the cooperation of ROCAP personnel, will worl within the Directinn
General providing technical assistance and encauragenent,  Inputs
provided hy the Gocn, USALD, and the personncl vorking in the fijeld
of custons are lbeing coordinated to ackieve praject poals,

To inprove the customs buil iings, the GOCE has included g1on,000 in
the 1969 budget, Additional funding has 1so heen provided for the
additional personnel required by tho recorpinization,

HEAID is providing the short=term services of 2 classiflcation and
vialus specialist to improve classilication decisions, This action
is heing complencited by the GoCivg REtewpts to build o librarvy of
merchandise sanples, a small laboratory, and a systewm of clussvificne
tion and value fii:2, The GICR hus also purchased 10 calcolators at
a cost of 45,000 for uec in the classification departmcent,

<

To duprove the iwvestigative ability ol the custowms servioy, HSALD

provided a three=month traindug course in the 'S with the NS Custons

UKCLASSTRLED
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Apency service and U5 Treasury Low Inforcerent Schiool for five
custons investipotors, To assure that this training is heing fully
utilized, the GOCR §s taking steps to purchase three velicles for
the use of tho Investigative Force, and USAID will purchase §1,468
worth of suall arms and basic low enforcenent equipwent.

To improve the warchouses and customshouse in Punturenas, the prind
cipal Pacific port, the GOCR has to date spent 380,000, To assist.
this effort, the GOCR Lasspurchased 750,000 vorth of new office
cquipnent and DSAID s supplying 35,000 worth of office and technical
oquipmsent, Along the saue lines, to improve the warchouses at Aduana
Principal; the euployees thomsclves took up a collection for paint
and painted the warchouse in their own spare timo, This attitule of
solf help among the customs service cnployees can also hie scen in the
case of the training courscs dealing with the provisions of the
RECAUCA which wero attonded by ctustoms omployces, brokers, importers,
aftor normal working hours,

BOONSTRA
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