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AGENCY FOR INTERNATIONAL DEVELOFMENT
Washington, D.C. 20523
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AID-DLC/P-817
April 25, 1969

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Costa Rica - Highway Maintenance

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $7,100,000 to
the Government of Costa Rica to assist in financing the United
States dollar and local costs of purchasing highway maintenance
equipment and shop equipment and facilities necessary for an
adequate highway maintenance program, of training personnel in
highway maintenance, and of highway maintenance consulting
services.

This loan proposal is scheduled for consideration by
the Development Loan Staff Committee at a mee*ing on Friday,
May 2, 1969.

Rachel C. Rogers
Assistant Secretary
Development Loan Committee

Attachments:
Summary and Recommendations
Project Analysis
ANNEXES I-VI
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AID-DLC/P-817,
April 25, 1969
COSTA RICA - HIGHWAY MATNTINANCE LOAN

SECTION I SUMARY AWD RECOMLENDATTONS

1. BORROWIR: The Covermment of Coste Ricn. The maintenance program
will be exccuted by the Maintenunce Devariment of the lighway
Administration (DGV) of the Ministry ol Wruncgort. A line of credit
to the municipaiitics (Mumicinality Tund) Tor purchase offeeder roed
nainteuunce uudLgmpﬂu will be administeved by the Central Bonk and
channeled  through the commerclal bankinu system. A line of credit

o truckowncrs {Truckowners Fund) to wancee the wpucchase of used
stered by

D

. N ocivee g LA n IR, D DU -
tonden o "deowd" wles, or tow-itradlers, will De edmini

- . R S S PR
the Bunceo Mucionui de Coota Rice (ZNCR).

2. AMONT

acllur couus,

o1 which US,;0.1 will Tinance
ilsbursed in two tranches. The cost
breakdown or uhic ALD Lown 1s as Follows:

RIRVIEIN Amoun®

(UspL,C0C,000)

—

loRoNe]
O W Iy i
=N AT ON

1O O Oy

Sl )
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To thi develonnent

—ATr B T
oV by LGNy persdine. and

Lo oi vhe proposed Department reorganlzation;
Tective program of vehicle load control.

1 U.S. Doilar = 6.65 colones

UNCLASSIFIED



: ﬂ".bﬂ..wy miinbteniaice lown.  Tne

\
A

‘The overall purocse of ‘c,hr-' loan

-2 - UNCLASSIFIED

The Mun1c1palﬂLJ Mand is designed to make commercial credit avail-
able to mun1c1pa11u1cs for the ovurchase of fecder road maintenance
equipment, as approved by the DGV, in order (1) to require and
encourage the municipalities to participate more actively in their
legal responsibility for maintaining streevs and feeder roads;

(2) to Taciljtate the imposition by the DAV of a system of
prioritics in feeder roed maintenance (for elaboration, see
Section II.G.3), and (3) to relieve the DGV of some of the
pressure excrted on it by the municipalities to divert maintenance
caulpnent and funds from its intended use on national and regional
highways.

The Truckovners Fund will provide c:
truckowner ca casy terms for the
axles, or wo-trailers, in order
vehicéle to the newly eniorced venicele control repulations;
and (2) Yo diminish the wrobubility ch:; U otne truckers will pose
elieciive political wesistance to vehicle lowd control.

to the small indeperdent
of 1sed "dead" or tandem
ﬂ:sist him in adapting his

i ‘opul protection for

by oene COUN Ln gy concitruction--
Laerovle extent by
ceennical stnif has

e Liwon higlwey

sooval of the AID

tue construetion of

the hoovy dnvestouaent bolos mauc
anoAnvoesuaont Wilcll s buon
IDRD, Ti.., AID andt other USG Tw

JC’ o

wr

reeoitelndled bhne thedr

Opola AL DR ,.'.Z
(Llu,).l.) C nill ’lul/ be ¢ .LLJ\,uu [TYIOrs

)Y o . . e g e e a1 C et e
3 luns. o Pecacr rouds QUUV( @l ion) veouires that within
twelve montns of the s*; ing of wnt, the GOCR
obtain fwkls Ior the purchasce oi equipsent sullflcient to muwintain

the roode unic construciion.

P L RN

BAT ,Jlm. Tir Qeto

I

cr 19GL, ohe B aoor Public Roads was
CR w0 arovice uechndcezl assistance to the
Xecutlon of L*“

PR
SRVISlS ul‘,’ tne GO

crdo e

IJinLJuLJ off Lr;nzporu in <the preporasion and c©
highway iavzeoment progran.  Under ohis contsact -- and as con-

sultant on cubosequent IERD, TDA, and IDB rood construction loans --
the BPR prepurcd w complete cnclysic of madntensy e conditions in
Costa Rica, and prosented o scrics of recommendutions as to the

\ purchase of equipment, re~orgmaizetion measures, the training of

personnel , snd the cenforecment ol velhlcle loud control. The BFR
report, precented In May 1968, becune the subject of discuseions
“between the DAV, the Mission and the EPR as to the possibility of
AID finoncing for a maintenance projeat.

The BFR report provided sufficlent information for developing an
equipment loan. Raw data for an economic analysis was provided
by a recently-completed Ministry of Transport study on road user
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gosts in Costa Rica; the study followed the methodology of the
World Bank manual by Jan de Weille. The Mission's benefit-
cost analysis was based on this data. The BPR report and the
Ministry of Transport data consitute the basis of the mainte-
nancc projcct presented in this paper.

5. INTEREST OF ‘T‘[ER PINANCIAL ACENCIES: The Ex-Im Bank, IDB

and ILRD have indicated no interecst in financing this
project. Other free world financing is not available on
reasonable terms.

6. STATUCORY CRITEZRIA: A1l Statutory Criteria of +the US
Foreign Ascistunce Act of 1961, as cmended, have been met
(sce Anncx I and Anncx II).

T. COUNTRY CLUARAZCH: USAID/CR avproved this project for
finaacing on April 2, 1969.

8. IBSULS:

1. Dorrower's Contributlen o the Project.

The totul cost oi the provescd nmifhwey mzintenance project
iz UsS5.1 million (sce aceonparying tuble). Of this amount,
USsl29,000 of locul currcency cquivaicnt will be contributed by
the COCH for cosvs ol iriaad :.‘:c:lll,;;’u, nbenance headquarcers
and shop dmorove: 5, and the Loenl costs oi vroining and con-
sultunts.  In the wrojeet arill “qm reoan inerease of
USEL .0 reilidon | GV wnnwel operating
coses ow i sacntation pericdes
GRS endiourcs was 50’;3
ol budge

Toney ooud
cim‘m [RIete]
l\..V'k]_ ol m

i ; caed the Mission). Henece

chie tolal wrddnionance projeet anl nrogriui Lnouwlts 6o US59.5 milliion,
of widich Chwe DGV contr! : y noczuce of the major increasc
in muintonance opclx.u,uw ConUs rogulr ‘\,\i 1o Insure adequate implementa-
tion ol the propoced maintenance mrogram, 1v appears that the
borrower's contclbution ig more than suilicient.
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2 ./ | 13 39 12 - - 4
Consulianis = b4 1 21 121 8 99 is 8¢ 316
Subtotnl (Preiect) 1 161 2857 173 134 772476 18 89 429 5086
Increase in operating coszis o/ 0% 1263 1338 1398 3999 0

|
y

Total (Projcct & Progrom? 161 1436 1435 1416

% Participation

e/ ¢ 6.65 = UsSL.

b/ Includes 105 2ddition for possible price incrceses (see ecuipment list Amex V-8).

¢/ Includes USSQ000 Tor training couipment (see Annex V-11).
c; T equix

d/ Due to proposed project. (See Anneox V-13 Tor breadidown of consultant costs.)
g._/ Total operating costs from Anmex IV-L1, minus loczl costs ol A.I.D. project, minus ¢7 million
per annum =z d [ !

f/ Eouirment is estimated to arrive in lale 1C49-—caxly 1970.
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2. Past Diversion of Maintenance Equipment and IFunds

The inadequate maintenance of national and regional highways
in Costa Rica is to a considerable extent the result of diversion
of an adequate level of appropriated maintenance funds for other
purposes-~principally, force account construction, feeder road
construction, and feeder road maintenance. Much of the demand
for force account construction arose from the necessity to
terminate projects under the IBRD loan for which funds were
completely disbursed (7967) before the projects were completed,
due to unanticipated cost increases. Since these remaining
projects are almost completed, and since the DGV is itself
interested in phasing out of force account construction, it is
expected that this source of past diversion will be substantially
reduccd. The Minisver of Planning has agreed to a formula to
this effect (see Annex III-1, page T of 7), and the conditions
precedent and covenants require DGV compliance.

As to diversion to feeder road malntenance, the DGV hopes
to Tortify its attenpts to resist political pressures for such
diversion throuph the conditions precedent and covenants requiring
that the equipment be used only for hipghwey maintenance. The
demands for diversion to feeder road maintenance are ccornomically
legitimate to the extent that they are public, anc. not private;
because they arise within the highway maintenance sector, moreover,
the DGV cannot completcly ignore them. The Mission has therefore
proposed o Municipality Fand with the purpose: (i.) of relieving
somewhat thc'prcssure to divert highwaey maintenance equlpment to
feeder roads by encouraging the municipalitvices to buy feeder road
maintenance cquipment themselves; (2) of using this equijment-
buying procedure as & mechanism by which the DGV can impose a
scheme of prioritice on the various feeder road maintenance programs;
und (3) of contributing to a strengthening of local self-help tax
efforts, given the already existing muaicipality taxing authority
for feeder road maintenance.

UNCLASSIFIED
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TFinally, the *ranche approach to the loan--dividing the loan into
two stages with more than half the equipment in the second tranche--
is intended to give substantial leverage to A.I.D., and, more important,
to the DGV in resisting political pressures to divert equipment.

3. Vchicle Lioad Control

Vehicle load control is not enforced in Costa Rica ioday.
However, the heavy Toreipn-financed investment being made in modern
nighway congtruction and modern maintenance practices cannot be justified
when the circulation of substantially overloaded trucks raises to
wircasonable levels the cosls of maintenance and requires premature
reconstrudtion of highways. The GOCR has agreed to a set of detailed
conditions on the waplificatior and enforcement of the existing vehicle
load convrol program; the equipnent list includes three fixed, and two
porieble, scales. Beecause of the probability that trucker resistance
to venicle loud controil could represent a substantial obstacle to such
a program--and because of the Mission's concern that, given the
current degrec of overloading (between 50-100% of legal limits), strict
cnicorecement might destroy o substantial number of small independent
truckers (1500-2000)--the nroject includes a line of credit to the
small trucker which will enzple him to adapt his vehicle so as to
carry the same load but no longer exceed the legal limits.

UNCLASSIFIED
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9. RECOMMENDATIONS: It is recommended that a US$T.l million loan

to the GOCR be authorized, to be divided among the administering
agencies as follows:

(a)

(v)

(c)

The

(a)

(v)

(d)

US$5.1 million to the DGV, for the implementation of the
main¥enance program;

US$L.0 million to the Central Bank for the Municipality Fund,
to be channeled through the commercial banking system;

US$1.0 million to the Banco Nacional de Costa Rica, for the
Truckowners IFund.

loans will be subject to the following teras and conditions:

repayment of the loan by the GOCR within forty (40) years of
the date of disbursement, including a ten (10) year grace
pericd. Interest rate of 25 will be charged during the grace
period, and 3% thereafter. Interest and principal will be
repald in U.S5. dollars in seml-annual installments.

repuysent by the final borrower of the sub-loans to the
Central Dank Tor the Municipality fund within eight (8) years
at 1) interest; the commercial bank will charge a commission
orf about 2.4, und the Central Fank will charge about 5.
Arortivution poymentc and remzining portion of interest will
revurn to Centernl Bank rotating fund to be used for same
purpose. {(Conditions wpreccdent to Tirst disbursement will
require contractual agrecment between the GOCR and the Central
Bank on ezact terms and comuissions.)

repaynent by the finsl borrower of the sub-loan to the BNCR
for the Truckewnoers und will be within Tive (5) years at 6%
intercst; the DUCR will churge & commission of about 2%.
Amorticavion payments and the remalining portion of interest
payments will revert to the Central Pank Funicipality Fund.
(Conditions precedent to first disbursement will require
contracvual agreement between the GOCR and the BRCR on

exact terms and commissions, as well as on inspection
procedurce {or “the installations to be made.)

Interest and principal. to be repaid by the GOCR in U.S.
dollars in semi-annual installments.

UNCLASSIFIED
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An outline of the remaining conditions precedent and covenants of
the loan agreement follows. This outline has been signed by the Minister
of Transport and the Director of the Highway Administration.

I. Conditiong Precedent to Tirst Disbursoment

Precedent Lo Disburszement for Consultant

1. Standard conditions precedent following signing of loan
agreement.

2. Approval by A.I.D. of the selection of United States and/or
Costa Rican consultant Tirm(s), and approval of the contract
by A.I.D., both in accordance with A.I.D. proecedures.

Precedernt to Disburnenment for Bquipment (First tranche, to
cover part of coulpment for Ministry, one-halfl of Municilpality
Fund, all of Wruckowners TFund).

3. Consultant mnd A.I.D. approval of the DGV maintenance plan,
which will follow an established order of priorities:
(a) naticnal, regional and IDB feeder roads, and (b) other
roads.

L, Consultunt :nd A.T.D. approval of vehicle load control
plen prepored by Planbing Department ol Ministry of Trans-
port. PL:in will incluwae: (a) transfer of responsibility
and budpgoiory fude Tor vehicle load control {rom Dircceiodn
de Troncporte Ausomotor Lo Direceion General de Vialidad,
(v) provoesed loeotion und time phasing for purchase of
fixed and poriablc welghing station equipment, (c¢) con-
sideruble increacse in salary ol IGV incpectors at permanent
and portavlce welgning stations, (dg continuous survelllance
al permanent velphing stations, (¢) allowance and clearing
ol cuifilcicnt rirnt-ol-way alongside all permanent weighing
stations or truclks to park for off-loadinyg or re-balancing
of load, and detention wntil fines arc paid, (T) the
stutioning of ut least one policaman al each permanent
and portabhle weipghing station, (g) the placement of
pernmancrt weighing stations in clear view of the highway
with appropriate cigns, and (h) the placement of small
LegTfic Yborriers directly oshead of the scales to prevent
truck drivers from braking rapidly and damaging the
scales.

5« The 1970 budget proposul and law will include a separately
identifiable appropriation for roads to be maintained
under the project, i.e., national, regional, and IDB
fecder roads.

UNCLASSIFIED
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Consultant and A.I.D. will verify that the 1970 budget,
as approved by the Legislative Assembly, for national,
regional and IDB feeder roads, is in accordance with
the DGV maintenance plan.

Consultant and A;i.D. approval of 1970 DGV allocation of
funds within the budget law which can be used for vehicle
load control program.

Completion of work in progress on load control stations
at San Isidro and Barranca-

Ministry of Transport and BPR ccrtification of satisfactory
completion and acceptance of the last road construction

project completed and financed under A.I.D. Loan 515-L-OO9.<¢J?I53QSV

. 4 £ — /D/ GO'
Levter from vhe Contraloria de la Republica stating that “Vﬁé
procedures will be established to comply with the audit hqo 00
provisions of tne condition precedent No. 1 ©o the '7 ;”,
second disbursement. A

A contract between the COCR and the Banco Naclonal de
Cozta Ricz (EHCR) satisfactory to the consultant and
A.T.D., specifying the terms under which the BNCR will
administcr the Truckowners Fund.

signed by the GOCR, the Central Bank, and the
comrcrediad bunks, satisfactory to the consultant and A.I.D.,
speciflying the terms under which the banking system will
adminicter the Muledpality Fund.

A contract

Vadlver by the Leglelotive Assembly of the ﬁESC,OOO legal
limitntion on cquipment purchases by the Municipalities to
the extent that such purchases arc financed by the
Mundelpelity Mund. (Assembly ratification of the loan
agreenent with such a condition will constitute the
necessary legal waiver action.)

UNCLASSIFIED
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II. Conditions Precedent to Release of Second Tranche(Second part

of equipment for DGV, second half of Municipal Fund)

The DGV will show evidence, reviewedl by the consultant and
satisfactory to A.I.D. that:

l.

The 1970 budgetary allocation specified for maintenance
of roads under the A.I.D. project has been made available
by the Ministry of Finance as needed, and has been used
for the intended purpose, and that neither the funds nor
the equipment have been diverted to other operations.
This evidence will be support;d by a year-end audit
carried out by the Contraloria de la Repdblica.

The 1971 budget law also includes a separately ldentifiable
appropriation for roads to be maintained . under the project.

The Maintenznee Department rcorganization has been comvleted
according to the implementation plan, including the
projecied construction of {ield offices and shop facilities.

A vehicle load control law, decree or regulation has come
into efrect, which authorizes the Ministry of Transport,
above and beyond cxisting legislation, to detain overloaded
vehicles until the cxcess cargo is off-loaded and the
corresponding fine is paid. The law will specify the fines
to be chorged.

Enforcement of the vehlcle load control plan presented as
condition precedent to the first disbursement has occurred.
This evidence will be supported by records of total cargo
welghed, cargo offloaded, and {inces collected.

A training program for maintenance personnel has been

pe

established and is in operation.

The opereting procedures designated in the approved main-
tenance plan have becen instituted in at least three of the
six maintenance zones.

All obsolete equipnent replaced by project equipment has

been disposed of so tvhat it will not continue to be a mainte-
nance burden on the Maintenance Department repair shops.

UNCLASSIFIED
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Force account construction has not exceeded the level
agreed to by the Ministries of PlLanning and Transport,
i.c., no more than 10% of DGV highway construction
expenditures, or no more than 25% of the maintenance

and major betterments expenditures for national, regional
and IDB feeder roads, whichever is less,

IIT. Covenants

1.

Until all project egquipment has been delivered the
consultant and A.I.D. will verify that national annual
budget appropriations for maintenance of national,
regional and IDB feeder roads, and for vehicle load
control are in accordance with the DGV maintenance
1969-1973 plan and that the Ministry of Finance has
made the funds available as needed.

As indicated in its 1972 expenditures projections, the
DGV will initiate in 1972 procurement of the bulk of
maintenance equipment to continue the replacement
program started under the A.I.D. project.

The DGV will include funds in its annual budget
requests following 1972 for routine replacement of
equipment that has become obsolete.

The Conpgress, the Ministry of Finmnce, and the DGV

will 2llocate sufficient annual funds to the maintenance
of national, regional and IDB feeder roads after all
projeet equipment has been delivered so as to permit
executlon of the mutually agreced-to maintenance program.
The Budget Law will continue to include « sceparately
identifieble appropriation for maintenance of national,
regional and IDB fecder roads.

The DGV will give priority to the maintenance program,
a’minish progressively the road construction and
bevterment work done by force account, and ensure

to the maxdimum extent possible that all major
reconstruction and new construcction be executed by
qualified contractors.

UNCLASSIFIED
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6. An annual audit of maintenance fund expenditures and
usage of A.I.D. maintenance equipment will be carried
out by the Contraloria de la Repibliia until the
project loan funds are fully disbursed. The GOCR
will assure that comparable annual audits will be
conducted in succeeding years.

T. Equipment purchased with loan funds will not be used
for other than routine maintenance work (excluding
major betterments), except in emergency cases where
prior approval 1s reached by A.I.D. and the Ministry
of Transport.

8. The DGV will continue its vehicle load control program

and will provide adequate funds for spare parts and
replacement of welghing equipment.

PROJECT COMMITTEE:

Chairman
Ioan Officers

J.Tendler - AID/W-LA/DR
J.Tendler - ATD/W-LA/DR
E.Schlomann - USAID/CR

Engineers - C.Strong - USAID/CR
K.Kohler - AID/W - LA/DR/ENG
Economist - J.Tendler - ATD/W - LA/DR

Iegal Officer A. Mudge - USATID/Panama

Drafting Officer J.Tendler - ATD/W - LA/IR

Approved by: L.E. Harrison - USAID/CR-DOM



SECTION II: ECONOMIC ANALYSIS

A,

The Costa Rican Economy and Transport

The Costa Rican economy has been growing impressively since the
Irazyd Volcano cecased its cruptions of the 1963~1965 period-=-in part
because of the stimulation of the Central American Common Market,
in part because of a favorable resource array. Average annual
growth in the 1965-68 period has approached &% in real terms, with,
good prospeccts for continuation of this performance. This achieve-
ment has generated significant demands for basic infrastructure
services, requiring heavy capital investment. In its effort to
expand its physical capital basc rapidly, Costa Rica has at times
given inacequate attention to the maintenance of its existing
capital stock. This situation is most noticcablc, and of great
ccononic impact, in the casc of roads., The purpose of the Highway
Maintenance Project is to assist Costa Rica to confinue its rapid
increasc in national income while at the same time avoiding the
high degree of capital wastage now occurring because of inadequate
road maintenance,

The GOCR has attempted to organize public expenditure in such
a way as to foster rapid development in the private sector,
particularly through efforts to remove obstacles to both internal
and external trade. The most important contribution the G~vernment

has been able to make toward broadening the market has been through
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attempts to reduce transportation costs. The effort to reduce
transport costs and expand market size is especially relevant to
Costa Rica because of its membership in the Central American Common
Market, its rugged topography and its generally heavy reliance on
external trade (about 23% of GNP is accounted for by exports),

The ,country's mountainous terrain contributes to the fact that
transportation costs account for a relatively large proportion of
the total cost of goods sold; the resultant burdening of the unit
cost of goods exported has diminished the country's comparative
advantage in skilled labor and natural resources (i.e, soils

and climate particularly suited to the cultivation of high-
quality agricultural products)., The more dramatic adverse
consequences for the export scctor are no less damaging than the
comparable adversec consequences for the prices of locally consumed
goods,

With respect to the GOCR's cfforts to commit public resources
to the traunsport problem, maintenance has particular relcvance,
Governments can assist the process of growth only to the extent
that there is a willingness on the part of the population to
exchange private for public services, Infrastructure investments
will be made, to a great extent, only if the Government can convince

the public that the tax dollars required to pay for public~-
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sector investment are better used in the public rather than the
private interest., (External financing makes it a little easier on
the taxpayer, but still does not exempt him from substantial
contributions.) The success of any country in the process of
demanding additional taxes from its population is affected by the
taxpayers' image of how public monies arc being spent, Since

more taxpayers come into contact with roads than any other form of
public investment, poorly maintained roads create adverse public
opinion about the quality of public financial institutions and

hence make cven more difficult any government efforts to increase

the taxpaycr's contribution,

Highway Scctor

Costa Rica has concentrated considerable investment resources in
the highway transport sector, which accounts for 79% of ton-kilometers
1/
of caxrgo transported in the country, and 96% of passenger-kilometers,™
Highway construction and reconstruction investment have amounted to
US$47 million during the last six years, of which US$25 million was
financed by international lending institutions. During this period,

GNP rose at an annual rate of 6.1%, and GOCR expenditures at a rate

of 8.7% (in 1967 constant colones). At the same time, Highway

1/ 1966 data, Ministry of Industry and Commence.
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Administration (DGV) expenditures rose at 13.1%, highWay con~-
struction expenditures at 17.9%, and user tax receipts at 9.6%
(see Annex II-1 and-II-2). The number of kilometers of paved and
gravel road increased at a rate of 9.6% during the period, and
consumption of gasoline and diesel at 9.3%. Vehicles in cir-
culation increased at 10.6% per annum--the rate of increase for
passenger and cargo vehicles being about the same (see Anmnex II-3).
The heavy investment in highways will continue during the implemen=-
tation of the proposed project (1969-1973), when US$6T million
(foreign and local financing) will be spent in highway construc-
tion and reconstruction.g/
The construction standards enforced by the international lend-
ing institutions which have financed Costa Rica's recent highway
investment have had--and will continue tc iave--the effect of
modernizing the country's highway "plant." The poor construction
techniques of the past are being abandoned for a more costly
investment which will prove economic in the long run because of the

resuwlting savings in maintenance, reconstruction, and user costs.

g/ - These figures are taken from the DGV budget figures
(Annex IV-1), rather than the chart on foreign loans
(Arnex IV-5), since the former data more adequately
reflect actual expenditures.

UNCLASSIFIED
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The heavy cost of modernizing the country's highway system has
assumed, for its economic justification, a correspondingly modern
supply of maintcnance services. As can be scen from Annex II-h
however, Costa Rica's estimated annual maintenance expenditure per
kilometer is presently less thangﬁalf gf what should be spent to
maintain adequately a modern highway system. This low level of
expenditure was understandable in the past, when it occurred along
with a poorly constructed road networl: poor construction increases

the cost of maintenance to unreasonable levels, and requires,

regardless of the quality of maintenance, heavy subsecquacent investments

b
¥

in improvement and reconstruction. — On a well-designed and
constructed road network, in contrast, mainten.nce costs are much
lower, and variations in the road's quality and uscful life are

very much a function of the level of maintenance.

A study of bitwsirous road surfaces in the United States demonstrated
that the maintenance expenditures on such roads werce increased by about
$1000 per nile when the road did not have an adequate base (i.e., per-
mile maintenange cxpenditures increased from about US$1000-1500 to
UsSH2000-2500) . The majority of Costa Rica's cxisting paved highway
systen 1s bituminous surface constructed on inadequate base,
(Expenditure figures from, MNathew J. Betz, "Highway Maintenance
Costs~--A Consideration for Developing Arcas,'”Highway Rescarch Record,
No. 94, of the Highway Rescarch Board of the Division of Engincering
and Industrial Rescarch, National Acadeiny of Sciences--National
Rescarch Council, 1965, pp. 7-8.
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In sum, the lack of a maintenance sector as modern as the new
construction techniques in Costa Rica would mean that the extra
investment which the country has made in good construction was a
needless extravagance. The cconomic feasibility of paying more for
better construction is almost entirely dependent on the assumption
that adequate maintcenance will be forthcoming and that vehicle load
control will be cnforced. The purpose of the proposed project is
to cnable the maintcnance scctor of Costa Rica to catch up to the

level of advancement already being attained in construction.

Benefit-Cost Analysis

The most inmportant beneiits that wili result from the improved
maintenancce and vechicle load contrd program of the proposed project
take three forms: (1) savings, to the consumer of road services,
in vchicle operating costs, (2) savings,_to the GOCR, in the cost
of futurc investments for road improvement and reconstruction, and,
(8) savings, to the GOCR, in annual maintecnance costs,

Therc arc othexr indirect benefits--such as the incrcased traffic
and production gencrated by better-maintained roads., This newly
generated traffic and production, nevertheless, would be accompanied
by a corresponding increased investment in agricultural productive
capacity, and would also require increased investment in road

scervices., It is best not to include these indirect benefits in

}_L/ - For the costs caused by vehicle overloading, see Annex II-he.
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such ah analysis if they cannot be balanced against the increased
investment costs required to bring them about, 8Since such estimation
would be highly conjectural, the quality of the data would not justify
the use of the cost~bencfit technique.

This analysis dcals only with the benefits to consumers of road
seryvices (savings in vehicle operating costs) and does not include
the other two forms of savings that accrue to the GOCR, This
approach was decided upon because the Minisiry of Transport had
good-quality data on vehicle operating costis in Costa Rica; on
the other hand, there was no data wailable on costs caused by
vehicle overloading, nor on the cxtra costs of improvement and
reconstiruction duc to poor maintenance., Although cstimates of
these costs could have been made on the basis of US data, the
Mission preferred to limit the study to vehicle operating costs
because of the finc quality of the data, and because of the desire
to have a conscrvative estimate of the benefits, TFurthermore,
since the savings in reconstruction and maintenance costs would
accruc in the latter ycars of the ninc-year analysis period—~
and since the opportunity cost of capital was estimated at 20%=-
it was assuned that thesc latter-year benefits would have a
significantly reduced pxresent value in this analysis,

Thoe accompanyinyg table is a summary of the results of the

analysis, in which threec rates of discount were used--10, 15,
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and 20%. Since 20% may be most rcpresentative of the opportunity
cost of long-term capital in Costa Rica, the bencfit-cost ratio
for this project can be considered to be approximately 2,8-=-a
satisfactory rcsult, especially given the fact that savings in
maintenance, improvement and reconstruction costs are not included
in-the analysis, The methodology, assumptions'and all calculations
of the gnalysis are spelled out in complete detail in the tables

of Annex II-5.



TABLE IT - 1 SUMMARY: BENZFIT - COST ANALYSIS

(¢1,000,0C0)

Nominal values Present Value of Annual Costs and Benefits at:
Year 10%. discount 15% discount 20% discount
Costs Benefits Costs Beneflits Costs Benefits Costs Benefits
1970 27,4 15.5 27.4 12,5 27.4 15.5 27.4 15.5
1971 25.9 27.9 23.5 25.4 22.5 24.3 21.6 23.3
1972 13.1 42.4 10.8 34,9 9.9 32.0 9.1 29.4
1973 13.0 59.0 9.8 44,3 8.6 38.8 7.5 34,2
1974 13.5 71.0 9.2 48.5 7.7 40.6 6.5 34.2
1975 14.0 76.9 8.7 47.8 7.0 38.2 5.6 30.9
1976 14.6 83.3 8.2 47.0 6.3 36.0 4.9 27.9
1977 15.1 0.2 7.8 46.3 5.7 33.9 4.2 25.2
1978 15.7 97.7 7.4 45.6 5.2 31.9 3.7 22.8
1979 -16.5 - - 7.0 - - 4,7 - - 3.2 -
TOTAL 135.8 563.9 105.8 355.3 95.6 291.2 87.3 243.4
‘Rate of Discount
10% 15% 20%
Benefit-Cost Ratio 3.4 3.1 2.8

SOURCE: Tables of Annex II-5.

—'[8-
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Costs. The project.implementation period is three-four years,

and the period chosen for analysis was nine ycars—-based on a
5/

rough averagce of the estimated useful lives of the equipment, =
The annual operating costs for maintenance were considerecd to be
those additional to what would have been spent if there were no
maintcnance program—-i,e, additional to the 1968 level of maintenance
¢xpenditurces (w&thout diversion). Ter the years remainin; after
the project implementation period, additional annual operating
costs werc assumed to increcase at a rate consistent with past
increases (6%), and annual expenditures on equipment replacement
were cstimated on the basis of annual deprecciation of the project
equipment (12.5%) as well as on the basis of the equipment replace-

ment expenditurce budgeted by the DGV for 1S7h (¢ 3.1 million).

Benefits.,  Ia briel, the raw data used by the lission was the
Transport inistry's study of vehicle operating costs in Costa Rica
(Table CB-II, bused on the methodology of the World Bank manual on
road uscr savings by Jan de Weille); Ministry figures on annual
vchicle-hns for project roads, and vehicle fleet data according

to type of vehicle; and the cexisting Ministry historical series for

To estimate useful life of maintenance cquipment in Costa Rica, BPR
uses as o rule of chumb a correction factor of 1.5 times the standard
usceflful lives of cquipment used in the USA. This correcti-n factor is
based on the higher cost of new oquipment and the lower cost of repair
in Costan Rica, in rclationto the Unitoed States.
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such data, Average user costs per vehicle-km for various vehicles
types were nmultiplied by a correction factor representing the

average operating cost increase due to passing from well-maintained
to poorly-maintained roads (20-40% increcasg). These vehicle~km cost
increases (i.e. user savings duc to project) werc multiplied by
estimates of total annual vehicle-kms on project roads, as distributed
between the two types of pavement to be maintained ﬁndcr the project,
and the various types of vehicles. The resulting figures on a2nnual
total usci savings duc to adequate maintenance were then increased

by a vechicle-km growth factor for each year of the analysis, These
annual totals werce corrected downward according to the cstimation
that during the first four yecars of the cnalysis period only a
fraction (gradunlly increcasing) ol thesce total annual benefits would
be realized, given the fact that it would take some time for the
conaition of all projecet roads to be ituproved. These adjusted total
annual savings, discounted to “he present, appear in the accompanying

table,

Conclusion. The high benefit-cost ratio shown in Table II-1,
page 21, is striking--given the high rate of discount used, the
conservative cobimates of rates of average annual increase in
traffic on projcct roads, the heavy ineidence of costs in the

first two ycars of the project, and the noﬁ-inclusion of benefits
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accruing to the GOCR. This high return reflects to a great

extent the relatively high levels of traffic on Costa Rica
roads, in relation to the investment costs of a modern mainten-
ance program. In other words, consumer use of the Costa Rican
road network is intensive enough to mske economically profit-

able the investment in modern maintenance services.
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SECTION II: DETAILED DESCRIPTION OF THE PROJECT

A, Background

In October, 1961, a Special Agreement of Cooperation was signed
between the United States and the Republic of Costa Rica whereby the
Bureau of Public Roads (BPR) would provide technical assistance to the
Ministry of Transport in the preparation and execution of a major GOCR
highway investment program, the Plan Vial, The first phase of the plan
consisied of fifty-three roads totaling 513 kilometers. Y As part of the
BPR-USG agreement, the BPR was instructed to assist the Highway Ad-
ministration (DGV) in the preparation and execution of a highway mainte~
nance plan, to assist in the development and implementation of a training
program in highway maintenance, to aid in the selection of maintenance
and shop equipment, and to recommend any reorganization measures

which might be advisable.

The BPR was subsequently retainad as consultant by the Ministry
of Transport for the IBRD, IDA and IDB projects, -2/ Under the IDB loan
agreement, the consultant was instructed, among other things, to recom-

mend a proper maintenance system for the country's feeder roads,

y TFinanced by IBRD Loan 299-CR for USS$5.5 million, and IDA Credit
10~-CR of US$4,7 million (October 1961), plus US$7.0 million GOCR
local currency contribution, for rcconstruction and improvement of
513 kms of the National and Regional highway system.

2/ IDB Loan 80 TT/CR for US$4. 0 million (June 1964), plus US$3. 3
million GOCR local currency contrlbutlon, for construction of 317
kms of feeder roads.
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In May, 1968, the BPR Technical Assistance Staff completed
its evaluation of highway maintenance under the aforementioned
contracts with the ﬁSG and the IDB, and made a series of recom-
mendations for a program of improvement in maintenance practices.
During this period, the Mission had entered into discussions with
the Ministers of Planning and of Transport concerning the pos=-
sibility of financing a maintenance progranm based on the BPR
recommendations. Working from the BPR report, the Mission, the
BPR and the Ministry of Transport prepared a preliminary loan
document which included proposed annual maintenance budgets for
the three-yeer period 1969-1971. On +the basis of this information,
the Mission submitted an Intensive Review Request to Washington
in October 1968. The request was approved on December 4, 1968,
and on Decembcr 11, 1968, the Minister of Planning made a formal
loan request to the Mission fer a US$h.2 million loan for
financing a program of highway maintenance (sec Annex ITI-1 for
exchange of corrcspondence).

B. Project, Porrower, and Participating Agencies

The GOCR is tne borrower for the proposed project. Interest
rates arc 2% during a ten-year grace period, and 3% during a
thirty-year amortization period. The prqject has three component
parts--the latter two intended to increase tﬁe probability of
successful implementation of the main part, the malntenance

program (see accompanying table).
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TAbus TIT-1

SUMMARY COST OF PROJECT a/

(US $1000)

Tirst Phase (12/69)

Second Phase (6/71)

GRAND TOTAL

ITEM GOCR AID GOCR AID GOCR AID
USs$ US$ US$ US$ USs$ US$
Equiv. Equiv, Equiv,

Maintenance Project 334 2521 95 2565 429 5086

Maintenance Program 1263 - 2736 - 3999 -
SUBTOTAL 1597 2521 2831 2565 4428 5086
Municipality Fund - 500 - 600 - 1100
Truckowner Fund - 1000 - - - 1000
TOTAL 1597 4021 2831 3165 4428 7186

a/ Based on Table IV-1, page 60

b/ Additional annual operating costs of Maintenance Department due to project.
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1, Maintenance Program

A US$5.1 millinn loan to the Government of Costa Rica (GOCR)
for purchase by the Highway Administration (DGV) of US-procured mainte-
nance equipment, spare parts and shop equipment, including funds for
foreign consulting and training, The borrower will contribute Us$l29, 000
of local currency equivalent for inland freight, the local costs of con -
sultants and training, and for improvements and construction of mainte-
nance headquarcers and shops. In addition, DGV implementation of the
proposed maintenance program will require a total increase of US$4. 0
million equivalent in the Maintenance Department's annual operating costs,
over the 1970-1972 period. The loan will be divided in two almost equal
disbursements, about eighteen months apart. The second disbursement
will be dependent on the fulfillment of conditions agreed to by the bor-

rower,

The implementing agency is the Ministry of Transportation,
through the Highway Administration (Direcci6én General de Vialidad--DGV),
The DGV is subordinate to the Ministry of Transportation, and, like the
Ministry, is not financially autonomous (see Section IV ¢, for informa-
tion on DGV funding). The Ministry of Transportation was created under
Law No. 3155 of August 5, 1963, as successor of the old Ministry of
Public Works--part of a reorganization intended to facilitate the planning -

for and implementation of the Plan Vial; the DGV was established by Law



No. 3251 of December 19, 1963, and receives about 85% of the Transport

Ministry's budgetary appropriations.

The Maintenance Departmeat of the DGV is responsible for
maintenance of the country's national and regional highways, as well ag
those feeder roads whose construction was financed by the IDB., §/
Maintenance of non-IDB feeder rvads and city streets are the legal
responsibility of the municlpalities, although the DGV provides

partial assistance on a matching fund basis (see Section IIT.C.3.).

2. Municipality Fund

A US$1.1 million loan to the GOCR to open a line of credit--to
be administered by the Central Bank and channeled through the cdmmercial
banking system--for the purchase of US-procured feeder-road maintenance
equipment by the municipalities, The final borrower will pay interest
rates of about 10% per annum, with an eight-year amortization period in

annual installments, and a grace period of up to one year.

3/ In 1967, the IDB decided, upon recommendation of the BPR, that the
municipalities did not have the financial or technicat capacity to
maintain properly the 317 kms of feeder roads being constructed with
IDB financing., In 1968, therefore, responsibility for IDB feeder road
maintenance was transferred to the DGV, Accordingly, the 1968 DGV
budget included an appropriation of ¢1.7 million for maintenance of
the IDB feeder roads. This provision will be applicable to the 344 ad-
ditional kms of feeder road construction to be financed by the IDB.



-30-

Since all equipment financed by the AID dollars will
be new equipment from the US, and since each purchase will be
significantly large, the Mission proposes use of the Letter of
Commitment procedure. Colon repayments into the Municipal Fund
(as well as colon repayments originating from the Truckowners'
Fund) will rotate permanently and be available to the municipalities

for the subsequent acquisition of maintenance equipment.

The Central Bank will charge an administration fee of
about 4%, and the commercial baunks, about 2}%; remaining interest
payments will revert to the rotating fund, A contract between the
GOCR, the Central Bank, and the commercial banks which specifies
these will be a condition precedent to the first disbursement for

maintenance equipment (No. 12),

Purchases financed by the Municipality Fund will require
prior approval of the '3V in accordance with a "positive 1ist" of
equipment adequate for this purpose. The DGV list, which adds up
to the US$1,1 million total, designates equipment type, number of
units needed, and number of each type of unit that is feasible for
each municipality (see Annex III-2 and III-3). The last feature will
help to avoid the monopolization of the credit by a few rich

municipalities.
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The 1list 1s based on a calculation of feeder road maintenance
equipment needs, in accordance with the DGV's supervisory responsi-
bility under the Cooperative Plan (see Section TIT.C.3.). DGV
approval of duty-free equipment purchases is already required by
law (see Annex III-k).

Equipment purchases through this line of credit will glso
be conditioned upon approval of the Comptroller General of the
Republic, who will attest to the municipality's fiscal capacity to
undertake such debt. The Comptroller General will also verify
that subsequent annual municipality budgets include sufficient
funds for amortization of these equipment purchases, before ap-
proving these budgets. Approval by the Comptroller General of
duty-free equipment purchases by the municipalities is already
required by law (see Annex ITI-L4), as is the annual approval of
each municipality's annual budget?EJ;he Legislative approval
normally required for municipality equipment loans over ¢250,000
will be waived in the loan agreement.

Monitoring of equipment use will be carried out by the
DGV under its normal supervisory control of Cooperative Plan work,

and will be reviewed by the consultant.

3. Truckowners Fund

A US$1.0 million loan to the GOCR to open a line of credit--

32/ - Ley de Hacienda Municipal, Law No. 180 of August 28, 1923, as
amended, Articles 13 and 1k.
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to be channeled through the Banco Nacional de Costa Rica (BNCR)
and its 49 branches--for the purchase and installation costs of
used "dead" or tandem axles, or smell tow-trailers, for single-gxle
conventional trucks. Because financing is intended to reach small
independent truckowners, it will be limited to those owning no
more than two or three trucks. Since trailers and many axles are
available locally, such purchases will be made with colones
generated through the regular Special Letter of Credit system;
any imported axles will be procured in the United States and pur-
chased with dollars according to A.I.D. Letter of Commitment
procedures.

The sub-loans will be made at an interest rate of about 6%,
with a five-year amortization period and no down payment, with a
grace period of up to six months. The BNCR wlll retain spproximately
2% to cover expenses, and will transfer remaining interest and
amortization payments to the Municipality Fund. The BNCR is the
preferred intermediate credit institution because its many branches
and their dispersion throughout the country, as well as thelr ongoing
work with the Juntas Rurales de Credito, qualify it as the “-~uking

institution likely to be more accessible to small independent truckers.

In its administration of this fund, the BNCR will agree with

GOCR (as advised by DGV) on such procedures as specifications for the



installations, pre-qualification of installation shops, inspection of
trucks to be adapted to determine the mechanical feasibility, inspection
of the a..'es to be purchased, inspection of the installation, and a short
(perhaps 3-day) trial period of the converted truck by the borrower, who
will then sign a document testifying to his acceptance of the installation,
Maximum tow-trailer capacity will also be specified (e.g. about 2-4
tons), in accordance with the capacity of the truck's motor, and, more
important, in accordance with the project's intent of facilitating only the
redistribution of the load that a trucker is accustomed to carry, rather

than facilitating a substantial increase in that load,

These aspects of the fund will involve the hiring by the
BNCR of an independent appraisal firm, as approved by AID/W, and may
include the employment of an inspector, under the A.I.D. financing,
to review and approve the installations. Condition precedent No. 11
to the first disbursement for consultant services requires that
these specific procedures be contractually agreed to by the BNCR and
GOCR (as advised by the DGV). For the benefit of USAID and the
borrower, MC 1415.8 is reproduced in Annex III-lka, explaining AID/W
inspection procedures.

In contrast to the Municipality Fund, this line of credit will
be opened in its totality after the conditions precedent to the first
disbursement for equipment sre met. The Mission considered this de-

sirable, since the fund is designed to create an atmosphere more

conducive to vehicle load control,
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and since such control is a major condition precedent to release

of the second tranche for the maintenance program.

It is assumed that the fund will cover about 700 such axle or
trailer purchases, each such financing averaging about US$1500 colon
equivalent, The fleet of single-axle trucks above 8000 kg in Costa Rica
is estimated at 3,500~--in other words, the fund could be applied to about
20% of the trucks in circulation. Few Costa Rican owners of single-axle
trucks own more than two trucks; hence it can be assumed that this fleet

is owned by 1000 to 1500 individuals.

Needless to say, it is not possible to predict how many of
the truckowners will wish to borrow from the Fund, how many will have
trucks at the end of their useful lives and therefore may be ready to re-
place their trucks with vehicles more suitable to the newly enforced
standards, and how many may be operating under such marginal conditions
that they would just as well be washed out of the system, Nevertheless,
it is the Mission's judgment, shared by the General Manager of the BNCR,
Ministry of Transport personnel, and the shops specialized in this type
of installation that the approximately 700 installations which could be fi-
nanced under the Fund represent a reasonable number in terms of demands
on administrative and shop capacity. Should more resources be required,

and should these installations prove to have a significant effect on the



success of the load control program, colon repayments might be re-
turned to the fund to handle additional demand, or the loan agreement
might be amended (see Section IO .C.} for more explicit justification

of this approach).

C. Justification of Project Design

1. The Maintenance Problem

The various aspects of '"the maintenance problem' are not

very different in Costa Rica than in other developing countries:

(a) poor construction standards and vehicle overloading
beyond road design specifications increase maintenance costs to unreason-
able levels;

(b) budgeted maintenance funds are often diverted to con-
struction--especiilly when central governments undertike economy pro-
grams--hecause of the political and economic power of those groups who
have much to gain from highway construction—the equipment dealers, the
road-building firms, and landowners to be benefited. Maintenance, in
contrast, lacks a1 pressure group which will object strongly when funds
are diverted from it;

(c) municipalities and cantons often succeed in diverting

equipment from use in highway maintenance for purposes of feeder road



maintenance and other municipal construction activities., This is especial-
ly true in a small and democratic country like Costa Rica, where the lines
of access from the lowest to the highest political levels are direct and
short. Hence a highway department director with the best of intentions

about maintenance prioritics is often overruled by political priorities.

These recurrent {eatures of the maintenance problem in de-
veloping countries underlie the fact that roughly forty percent of the funds
appropriated for highway maintenance in Costa Rica over the lust six
years have been used for other purposes. This means that Costa Rica's
Highway Administration needs more than an adequate maintenance equip -
ment [eet und adequate budget commitments to guarantee that the re-
quired muaintenunce will be forthcoming, Aside from the GOCR contractual
commitments to maintenanee Lo be required in the loan agrzement, the
proposcd project attempts to cope with the various feiatures of the mainte-
nance problem in three ways: the tranched disbursements, the Municipality

Fund, and the Truckowners FFund,

2. The Tranche Approach

The oririnal DGV-BPR project proposal was divided into
three stages separated by one ycar, with a majority of the maintenance

equipment purchases falling in the first stage. The Miscion
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altered this pattern to two almost equal tranches approximately
elghteen months apart, with more than half the maintenance
equipment falling in the second tranche (see Table IV-1). The
project was divided thils way so that the second tranche would
represent significant leverage for the DGV, not to mention
A.I.D., in resisting requests to divc:t equipment and budget
appropriations after the first disbursement. This disbursement
pattern carried the additional intention of easing the
absorption by the DGV of such a luarge f{leet of equipment;
toward the nome end, all expenditures on shop improvement and

construction were placed in the first tranche.

The Miscion's concern over the "absorptive capacity"
of the DGV was rlso related to its interest in diminishing the
probability of diversion of "unabsorbed" new equipment by the
equipment-poor rmmnicipalities. TFinally, the equipment pur-
chases were veiphted to the second tranche with the expectation
of mobilizing the interest of the equipment dealers in favor of
the performance standards required for the second stape--
principally, with respect to the passage and enforcement of a
vehicle load control law, and the prevention of diverslion of

maintenance funds



and equipment. _lL/

3. Feeder Roads, Diversion, and the Municipality Fund

The municipal road boards ("Juntas Cantonales') are the
only maintenance eutities outside the Maintenance Department of the DGV,

The municipalities, through the Juntas Cantonales, are legally responsible

for feeder road maintenance, as determined in the General Public Roads
Law No. 1851 of 1955 (Chapter 1, Article 2), According to this law,
the sixty-nine cantons of Costa Rica 5/ are legally authorized to raise

funds for feeder road maintenance from:

(a) levies on property bordering feeder roads ("detalles
de caminos, " Article 14);

(h) "plusvalia! taxes on those property owners who have
benefited from the improvements or construction of feeder roads border-
ing their property (Article 10); and

(c) peneral appropriations from municipality budgets

for feeder road maintenance (Article 11).

4/ The cquipment dealers, unlike the atomized trucking industry, are a
small group with interests in other sectors of the economy, and,
especially iraportant for the purpose being discussed here, in the com-
munications industry, In the past, their association has done consider-
able promotion work in the area of highway construction, e.g.,
sponsoring Central American seminars on highway construction tech-
niques, or taking care of Ministry of Trausport entertainment expendi-
tures for visiting delegations of international lending agencies looking
into the possibilities of highway construction loans, The Mission hasg
met with the equipment dealers' association, and it is clear that they
understand that their interests are best served by the planned enforce-
ment of vehicle load limitations and by fulfillment of the proposed
maintenance program,

5/  The canton is the geographical designation of the administrative unit,
the municipality.
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In addition, a certain percentage of federal taxes on
agricultural produce exported from a region revert to the municipalities,

6/

and can be earmarked for feeder road maintenance purposes,

The detalles de caminos have been levied and collected with

limited, although widely varying, degrees of success. The 'plusvalia'
taxes have never been levied, despite their further elaboration in Law

No. 2719 of February 1961, probably because of the technical and political
difficulty of determinmg6the value increase accruing to a property owner
due to road improvemen{.2 Municipality budget contributions to feeder
road maintenance have varied considerably. Finally, the v-ealthier agri-
cultural cantons have succeeded in raising feeder road maintenance funds,

mostly through the tax reversion on produce they export from the region

(principally in the cases of banana, sugar and tobacco production). §§£/

é/ ~ The most important of these are the sugar, tobacco and banana
taxes. On sugar, 1.25 colonesg per quintal of sugar cane re-
verts to the cane-producing municipalities, in proportion to
the amount of cane delivered by each municipality to the mills;
these funds are to be utilized in construction and maintenance
of public roads (Law No. 2719 of February 19, 1961). In the
case of tobacco, approximately 2.5% of the tax on cigarettes
reverts to the tobacco-producing municipalities; the funds are
to be used for feeder road improvement (Law No. 2072 of
November 15, 1956). TFor bananas, 15% of the federal tax on
bananas reverts to the banana-producing province of Puntarenas,
and 10% to Limdn Province; funds can be used for various purposes
one of which is feeder road improvement (Law No. 18L2 of 12/2h/5hs.

ég/—The sccond IDB feeder road loan to Costa Rica, approved on 4/8/69,
requires that within one year of the signing of the loan agreement,
the GOCR will bring the "plusvalia" law into effect (Recommendation
#6 of loan paper). The property valuations to be made willl be
baszed on a cadastral survey now being undertsken by the GOCR with
A.I.D. fTinancing.

.&ﬂ/ In practice, this type of tax achieves the same effect as a "plusvalia, "
without having to run through the technical and administrative complica~
tions. That is, the increased value of a producer's land owing to a
feeder road is not determined at the discretion of public officials ac-
cording to previously set, arbitrary measures-~-as in the case of the
Yplusvalia'--but, rather, according to the increased realized return
marketed by the producer who benefits from the improved road,

This direct linkage of the taxpayer's realized monetary return to his
tax contribution probably explains the success of this tax in relation to
the 'plusvalia’--as well as to the other taxes,
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In 1963, the Ministry of Transport initiated a "Cooperative
Plan" for maintenance of cantonal feeder roads, supported by an annual
budgetary appropriation. The plan was introduced because of, (a) the
insufficiency of the taxes collected by the municipalities for feeder road
maintenance; (b) the shortage of skilled maintenance personnel at the
municipal level; (c) the economic inefficiency of financing and equipping
for feeder road maintenance on such a small scale; and, (d) the DGV's
desire to impose some supervision and system of priorities on the mainte-
nance of feeder roads. By making available budgetary allocations for
feeder road maintenance to the municipalities on a one-to-one matching
basis (see budget figures in Annex IV-1), the Ministry of Transport hoped
to encourage the municipalitics to exploit to 4 greater extent the taxing

powers already possessed by them for feeder road maintenance.

Under the Cooperative Plan, the Ministry makes maintenance
contracts of two types:

1) in those cantons which have taxed themselves
to the point where they have been able to buy an adequate maintenance
equipment fleet (only five cantons, see Annex III-3), the cantons provide
the equipment and spare parts, and the Ministry provides fucl, labor,
lubricants, repair services, and technical supervision; the funds are part

of the annual budgetary appropriation for the Cooperative Plan;
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(2) in the remaining cantons, the Ministry attempts
to round out any existing maintenance equipment owned by a canton--or,
if it is more economic, by a group of cantons~--with equipment acquired
specifically for the Cooperative Plan out of the annual budgetary alloca-
tion, The cantons supply what equipment they have (plus spare parts), and
the Ministry supplies its Cooperative Plan equipment, fuel, lubricants,
labor, repair work, and supervision. In contrast to the previous case,
the costs are divided fifty-fifty between the Ministry and the cantons, equip-
ment rental being included as part of total costs. When the cantons are in
debt to the Ministry for their share of the total, the Ministry often reduces
the debt by using Couperative Plan equipment on maintenance of national
and regional highways, or by allowing debt repayment in kind, in the form
of spiare parts nceded for maintenance equipment in the national and region-
al highway fleet-- u rather ingenious device that helps the Ministry get
around & spare parts procurement procedure that is more dilatory than that

of the municipalities,

In both types of Cooperative Plan contracts, maintenance pri-
orities arc set by a commission composed of a representative of the Minis-
try of Transport, of the municipality, and of the local road board, In the
case where several cantong unite to form a feeder road maintenance unit,
the equipment complement spends a determined amount of time in each

canton, in accordance with the priorities set by the commission.
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The existence of the Cooperative Plan has not prevented the
diversion of a certain part of the highway maintenance budget for national
and regional highways to feeder road maintenance. The BPR estimates
that about ¢3.0 million of recent annual maintenance budgets for national
and regional highway maintenance have been diverted to feeder road
maintenance and betterment--above and beyond funds allocated through

the Cooperative Plan (for total annual "diversion' figures, sce Annex IV-1).

Needless to gay, the relatively well-developed local institu-
tional gystem for dealing with feeder roads has played 2 role in success-
fully channeling pressurces to divert funds for fecdoer roads away from
highway maintenunce. Through the proposed Municipality Fund, which will
be administered tavgely independently of the Ministry, local pressure will
be deflected away from the DGV's highway maintenance program to some
extent, and at the same time, a well-developed locil institutional structure

will be stimulated to activate o dormant local self-help tax authority.

The cquipment list on which the proposed Municipality Fund
is based was orviginally part of the DGV-BPR project proposal to AID,
The DGV -BPR hoped that the AID loan would include US$1.1 million for
the DGV to purchase equipment for feeder road maintenance carried out
by the local road bouards with technical assistance from the Ministry, The
DGV-BPR expected that this purchase would alleviate considerably local

pressures to divert DGV highway maintenance equipment, The Mission



décided, however, that these goals might be more efficiently accomplished
by offering credit on favorable terms directly to the local road boards

for purchase of feeder road maintenance equipment--each purchase re-
quiring authorization by the DGV as suitable for the type of work required.

This decision was based on the fact that

(a) feeder road maintenance is legally the responsibility
of the local road hoards;

() there is an already existing well-developed local tax
authority for feeder road maintenance purposes;

(c) cquipment procurement is 2 much easier procedure on
the local level than on the national level--reflected by the fact that the local
road boards have becn replacing spare parts for their own equipment used
in Cooperative Plan work, as required by the DGV, and have paid part of
their debt to the DGV in spare parts, becausc of the relative ease of such
procurcment at the local level;

(d) municipalities have made such equipment purchases
at 104% interest, 5-year terms in the past through the Banco Nacional de
Costa Rica and other banks; this demonstrates that there would not be a
lack of demand for cquipment purchased in this manner, once it was made
clear that the Ministry of Transport was not going to supply the funds;

(e) any step that legsens the DGV's financial and adminis-

trative intertwining with the local road boards will help alleviate the
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constant pressure by these local units to divert equipment from national
and regional highway maintenance;

(f) there is an important difference in the Costa Rican
""diversion'" problem, in contrast to the way such maintenance equipment
diversion occurs in many other developing countries, In Costa Rica, poli-
tical pressure to divert highway maintenance equipment usually occurs in
the form of a representation made by several dozen medium-size land-
owners to the Minister of Transport or the President of the Republic, re-
questing the use of highway maintenance equipment on a feeder road which
borders their collective properties and has become impassable,

In many other developing countries, in contrast, a
good deal of equipment diversion goes for private rather than public uses
(e.g. for grading the access road to the plantation of a large and political -
ly powerful landholder), or for public uses outside the highway sector
(e.g., the grading of a site for a housing project). Since Costa Rica is
more developed than many other countries with similar maintenance
problems, public sectors outside the highway sector are not as equipment-
poor as in thesc less developed countries, and hence the pressures for
such inter-sectoral diversion are not as great,

Because of the smaller-size of landholdings in Costa
Rica than in many other developing countries, the pressure of several

dozen small landholders for maintenance of a feeder road is a public
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rather than a private demand, and thus deserves some consideration

in a scale of priorities for public financing. in contrast, the
diversion of public maintenance equipment by a landholder for

private use repﬁﬁfents an economically unjustifiable use of scarce
public capital, — In short, the purposes of the equipment "diversion"
that the proposed project is attempting to eliminate are not, in

themselves, socially wasteful, nor lacking in some economic

Justification,

Since there is a demonstrated demand by the local road
boards and/or municipalities to buy feeder road maintenance equipment
on credit, then it is economically inefficient for the equipment to
be given to the municipalities, For this reason--and given the
considerable possibilities for mobilizing local tax efforts for
roads in Costa Rica--the Mission bhelieves it desirable to open a
line of credit to the local road boards for feeder road maintenance

equipment,

6b/ In that one assumes that a landholder with enough political

- power to divert public equipment has enough financial power
to buy or rent the equipment privately((or at least, that his
private demands fall very low on a scale of priorities for
scarce public funds),
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4, Vehicle Load Control Problem and the Truckowners Fund

In 1964, the Ministry of Transport initiated a vehicle
load control program in conjunction with the purchase of weighing
station equipment under IBRD and IDB road construction loans.Z/
Existing legislation g/declared the circulation of overloaded trucks
illegal, and authorized the Ministry to fine infractors, The
legislation did not specify the fines to be charged, which were to
be determined in each case by local judges ('"Agentes Judiciales de
Trdnsito"). Vehicle load limits were set in accordance with norms
adopted for all Central America. 2/

Intensive enforcement of vehicle load control was short-
lived, and is now sporadic, Stations were manned less than twelve
hours a day; judicial discretion in the setting and collection of
fines facilitated evasion: weighing station inspectoxs, unprotected
by armed guards, could be intimidated by angry truckdrivers; and

the low salary of weighing station personnel made them susceptible

to bribery, Just as important, responsibility for vehicle load control

7/ Four permanent and four portable units, The portable units have

T fallen into disrepair, and two of the permanent stations are only now
being installed (San Isidro and Barranca), Of the two operating
permanent stations, Cartago and Valencia, the latter no longer has
significance because the road it covers is bypassed by the new San
José~El Coco Highway,

8/ Executive Decree No, 2 of March 22, 1960; Executive Decree No., 3 of
September 14, 1962; and Executive Decree No, 10 of December 15, 1963,

9/ See next page.
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rested with the Auto Transport Administration (vehicle registration,
license plates, etc,), which, although subordinate to the Ministry

of Transport is nevertheless independent of the Highway Administration,
Hence responsibility for protecting the heavy investment in highways
fell outside the Highway Administration-~the entity for whom it was

of greatest interest to prevent damage to that investment. Responsi-
bility for an institutionally difficult and politically unpleasant
enforcement program was placed within an entity which had nothing to

lose from highway damage.

Although two fixed scales are in operation eight hours a
day at Cartago and Valencia, vehicle load control is, for all intents
and purposes, not enforced in Costa Rica~—-as evidenced by casual
observation of overloaded trucks on the highways; interviews with
truckowners who have no compunctions about telling a government
representative how much they overload in order to 'break even;" by
interviews with agricultural producers who relate how they build the
body of their trucks to carry twice the load permitted by the law; by
the fact that northward~bound trucks are often seen at the Nicaraguan
border (where vehicle load control is vigorously enforced) dividing

their load between two trucks; by the fact that auto body shops have

9/ In Law No. 3148 of August G, 1963, Costa Rica ratified the Central

T American Agreement on Highway Traffic, formulated at the Fifth
Meeting of the Committee for Economic Cooperation of the Central
American Isthmus at Tegucigalpa (June 10, 1958).
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hﬁd considerable business during the last few years from truckowners

requesting the removal of "dead" or tandem axles installed in 1964

when the load control threat was credible;lg/and finally, by the

detailed handwritten records kept at the weighing stations of the
11/

amount of overload,

The proposed loan has been designed so as to try to over=
come the considerable obstacles to enforcement of vehicle load control,
(All items mentioned in this and the following paragraphs appear in
conditions precedent to first disbursement No. 4, No. 7, No. 8; and

conditions precedent to second disbrusement No, 4, No, 5,) Transfer

of responsibility for control will be made from the Auto Transport

10/ One of the five auto body shops specializing in this type of
ingtallation removed 100 such axles in the last three years.
The truckowners' reason for requesting removal was that, since
vehicle load control was no longer enforced, the extra axle was
not worth the extra expenditure on tires and fuel, The same
truckowner was ignorant of the saving he was making in wear and
tear of his truck by having another axle on which to distribute
his cverload. This may simply illustrate the high costs of capital

to such a truckowner, which cause current costs saved (tires and fuel)

to be much more heavily weighted than anticipated future costs to
be incurred (early breakdown of his truck),

11/ These detailed records show type of vehicle, autherized weight,
actual weight, amount of excess, type of produce carried, origin
and destination, and issuance of the ticket. They are=in contrast
to the common spectacle of overloaded vehicles on Costa Rican
highways--a fine example of the futility of relying on a legalistic
solution of the vehicle load problem,
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Administration to tne dighway Administration, the entity which has an
investment to protect and is therefore likely to be more vigorous in
seeking that protection, A vehicle load control bill now in the Congress
sets fines per kilogram of overload (see Annex ITI-5), and authorizes

the Ministry to detain a truck at.a weighing station until the fine is
pald: the specific designation of fines minimizes the degree of personal

discretion that now prevails in the setting and paying of the fine.

The conditions precedent also require that vehicle
legislation allow the Ministry to detain a truck until the excess cargo
is offloaded, whether or not the fine is paid., The scales to be
purchased under the loan will have automatic recording devices, so that
there will be an untamperable record of overweight that can be used for
monitoring, Considerable increases in the salaries of weighing station
inspectors will be required, as well as the placement of weighing
stations in clear view of the highway with appropriate marking, the
clearing of right-of-way in order to allow for the offloading of excess
cargo, and the placement of barriers to prevent truckowners from braking
rapidly and damagihg the scales (a common and deliberate occurrence).
The three fixed scales to be purchased with loan funds will be locatéd
at the Nicaraguan border (Peiias Blancas), the Panamenian border (Paso

Canoas), and Cartago. The Cartago scale will be a replacement of the
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exiéting manually-operated Spanish-style scale, which cannot be used

with automatic recording devices,

The degree of emphasis planced on vehicle load control
in this project is based on the Mission's concern that without it
maintenance costs will still be so high that the user savings that
should result (rom the proposed project will not be reanlized, and that
adequate nainrenance will no& be possible. Because vehicle load
control is one of yhe nost difficult institutional accomplishments,
the Mission is not fully sutisficd‘with total reliance on the
conditions precedent and covenants for achievement of this essential
featurc ol the project. The line of credit to be offered to small
and medium~sized Lruckownors is intended to build into the project
an uadditional incentive toward the successful enforcement of vehicle

load control,

The following observations formed the basis of the
Mission's decision to include this line of credit as part of the
project:

(a) Eighty-five percent of Costa Rica's heavy
trucks 1n circulation over 8,000 k¢ are conventional trucks with a

single rear axle, The gross weight authorized these trucks by law



-51~-

is 12,000 kg, but most truckowners load the vehicles to about 20,000
kg. The bulk of the Costa Rican trucking industry is highly atomized,
with most truckers owning one or two trucks; they are unorganized, and
12/
compete severely with each other,
The larger trucking firms as a group (the
largest in the country owns 32 trucks and tractor-trailers) probably
account for much less total overloading because of their small percentage
share in total trucks; because they are usually engaged in inter-Central-
Americgn traff{ic, and therefore have to conform to load controls which
13/
are enforced in Nicaragua; and, most important, because they are more
aware of the costs they impose upon themselves (in spare parts and
shortened vehicle 1ife) by overloading beyond factory authorized limits;
this consciousness, in turn, is in part dependent on the fact that

access to capital is not so difficult or costly for them as 1t is for

the small truckonwer--thus, anticipated future savings accruing from

12/ When an attempt to cnforce load control was started in 1963-64, an
—_ incipient trucker organization was formed with the purposec of
trying to imposc higher rates; but as soon as it became clear
that load control could be evaded, the organization dissipated,

13/ Two of the five Costa Rican shops specializing in "dead" axle

T installation have as their major customer a large Costa Rican
trucking firm which has become ongaged increasingly in Central
American traffic, and therefore has to comply with Nicaraguan
vehicle load enforcement,
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cafeful treatment by the large trucker of his vehicle fleet have a
higher present value, in relation to increased current returns from
overloading, than in the case of the independent, capital-poor truck-
owner,

As ;elated to the proposed project, to the
extent that a modern highway system requires a modern system of
maintenance and vehicle load control, the "modern'" trucker is more
technically and financially capable of complying with load control
regulations. The purpose of the Truckowners Fund is to provide to
the "primitive'" truckowner one of the components of this modernity--
i.,e. a lower cost of capital and a "way out" which makes compliance
with vehicle load control less economically irrational to him, When
faced with the alternative of (1) risking considerable current losses
by overloading and hoping to evade the scales, the fines, and the
enforced offloading of excess, or, (2) undertaking a commitment to meke
low-interest future payments on an installation that will eliminate the
need to run the risk of current losses, the capital-poor truckowner
will find it economically rational to accept the latter alternative:
the present value of the future costs of debt service will be lower

to him than the risk of high current losses at the weighing stations,



=53~

(b) The Mission originally considered financing the pur-
chase of tandem trucks by those small truckers willing to tréde in or
sérap their single-axle trucks, but was concerned about stimulating en
undue increase in the country's trucking fleet (which has been growing
at a rate of about 10% during the last six years). Also, the ap-
parent severe coumpetition among small truckers indicates that the
industry might be better off if many marginal enterprises perished with
the onset of vehicle load control. This would leave a higher per-
centage of modern streamlined trucking services in Costa Rica.

On the other hand, the rugged topography and
small landholding patterns characteristic of Costa Rica probably make
it desirable to continue to have a substantial supply of "divisible"
trucking services--i.e. the small farmer is not able to provide
large and guaranteed long-term loads to his supplier of trucking
services. Moreover, the rugged terrain, where much of the country's
small farming takes place, is not suitable for larger sophisticated
trucking equipment. Both facctors indicate an economic need for
some supply of small-trucker services.

Furthermore, the man who buys his own truck and
thereby pgains economic independence and social status is an important
phenomenon in much of Latin America. The Mission was concerned agbout
the possibility of destroying completely this phenomenon--and the
chance for upward social mobility that it represents--by a brusque

introduction and enforcement of vehicle load control.
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Lastly, 1t should be remembered

that the Truckowners Fund was not only conceived as an attempt to help
out the small truckowner, but, just as important, as a pre-emptory
maneuver to diminish the truckers' inevitable resistance to vehicle load
control--a resistance which could decrease considerably the chances for

enforcement.

(c) The proposed financing is not intended to ward off
the organization of truckers to set and increase freight rates, but rather
to attempt to diminish the trucker's resistance to load control. TIruck-
ing freight costs are considered average-to-low in Costa Rica, I load
control resulted in an increase in these costs, it would mean that a part
of the cost of road building and maintenance was heing transferred from
the Government to the users of road services, and more important, that
the resulting decrease in road damage was producing a decrease in the

total unit costs of road building and maintenance in the country.

(d) Timing is right for the enforcement of vehicle control
limits for a reason other than the fact that a heavy investment is being
made by Costa Rica in modern consti‘uction and maintenance practices.
Nicaragua is the only Central American country which has successfully
imposed a vehicle load control program, in accordance with the standards
establigshed by Central American agrecment of 1958, Evidence of this

control was cited above: the division of load between two trucks at the
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Costa Rica-Nicaragua border, and the gradual adaptation by international

trucking companies of their hauling practices for all Central American
countries to Nicaraguan limits. In this sense, Nicaragua's load control £
program provides an ""external economy'' to the Costa Rican highway

sector, to the extent that Costa Rican roads are traversed by such inter-

national traffic, The existence of effective load control in a country
bordering Costa Rica makes it much easier for Costa Rica to start its
program, for Nicaragua has already taken the most difficult pathbreaking
steps to breaking the resistance of inter-Central-American traffic to

load control, E/

(e) Many independent Costa Rican truckers had installed
"dead axles' in 1963-1964, when they believed that load control would be

enforced; when they saw that enforcement could be evaded, they had the

axles removed. One of the major shops desling in these axles has

requests to take them off from those truckers who work only in

Costa Rica, and

14/ Nicaraguan roads are better and flatter than those in Costa Rica, so
that per-haul operating costs would be lower in Nicaragua; therefore,
the per-haul loss imposed on the trucker by load control would not
be as great in Nicaragua as in Costa Rica, where operating costs are
higher due to poorer roads with greater grades and curvature, This
might be one of the explanations for the success of the Nicaraguan
program, Also, the ""dead axle'' functions better on flat and good roads,
and hence the Nicaraguan roads offer to the trucker a better "way out!
of the load control problem. On the other hand, since the justification
of the Costa Rican road and maintenance investment is to upgrade its
road conditions, this possible rationale for the difficulty of load control
in Costa Rica should lessen considerably,




requests to install them from those truckers who haul in, and/or pass
through, Nicaragua. In the past two or three years, three shops special-
izing in such installetions have installed about 70 axles--'"dead" and
tandera, used and new, Hence, there seems to be sufficient evidence that
a credible load control program will generate demand for the installation

of dead or tandem axles.

(0 The Mission decided to include tow~traillers as a
possibility for such financing, since in some cases, the truck-
driver may find this solution more mechanically feasible--given
the type of vehicle he owns, and given the type of terrain or rogd

surfac he is accustomed to traversc,

() The Mission consldered it Important to limit the
financing to used "dead" and tander axles because the new units are
exceedingly expensive (USS3000-Us$5000) in relation to the fact that
they will bie installed In used trucks, Moreover, because of the
Mission's concern about limiting access to this fund to the small
truckowner, and because larger trucking firms often buyv new axle
kits, 1t was believed that the availability of financing for new
axles might result in the credit being used up by those truckers
who could most afford the purchasc on their own (despite the limit

on number of trucks owned that will be placed on qualification for



this financing).

Finally, the relative capital scarcity of a country
like Costa Rica is notably apparent in the age of vehicles 8een on
city streets and roads, in the abundance of vehicle repair shops,
and in the degree to which repairs arc made on seemingly worn-out
equipment, In the US, in contrast, the cost of repair is higher
than replacement much carlier in the life of a vehicle, (Note
that the BPR estimates an average lifc for the DGV maintenance
equipment at onc-and-a-half times the standard average life in the

US, precisely becausc of these cost factors),

1t is the Mission's judgment that, by adapting the
loan to Costa Rican realities, the prospccts for successful execution of
the project will be considerably enhanced. Moreover, an array of
insurancec measures (e,g, prequalification of shops, inspections
ctc., sce Section 111, B.3 ) will be implemented to minimize the

"used equipment risks,'

1t is hoped--hecauvse of the consultant's and DGV's monitoring
of the vehicle load control program, because of the heavy dependency of

the second disbursement on enforcement of that program, because of the
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DGV's strong interest in taking over responsibility for the program
and carrying out the conditions precedent, and because of the
financing to truckowners to adapt their vehicles to load en-

forcement--that the project will be able to overcome the substantial

obstacles to achievement in this sector.
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SECTION IV: FINANCIAL ANALYSIS

Annex 7T1v-1 showsa complpte accounting of the DGV's receipts
and expenditures over the past eight years, and a projection of these
figures through 1973, All figures and percentages in the following dis~

cussion are based on this table,

A, Funding Requirements

The proposed maintenance project consists of US $4.7 million for
maintenitnee equipment,y spare parts and shop equipment; and US$356,000
for foreign consulting and training; amounting to US $5,1 million to be fi-
nanced by AID (sce accompanying table), The borrower wil’ contribute
US $429, 000 of local currency equivalent for local costs of consultants
and training, improvements and construction of maintenance headquarters
and shops, and inland freight,

In addition to thesc expenditures, it is estimated that the proposed
project will increasce the DGV's annual operating costs for highway mainte-
nance by a total of US $4,0 million equivalent during the 1970-1972 period.,
Adding this to the GOCR US $429, 000 contribution to project expenditures,
the total GOCR contribution to the proposed progrim amounts to US $4. 4

million equivalent--47% of total program cxpenditures.

B. Financial Schedule

Project funds will be disbursed in two stages, the first disburse-
ment scheduled for December 1969, after fulfillment of the conditions

precedent--followed by an approximately eighteen-month period during

1/ Including 10% additional for possible price increases.



TABLE IV-l

ESTIMATED COST OF PROJECT, 1969-1972

(US$1000)
FIRST PHASE SECOND DPHASE e
1969 1970 1971 1972 TOTAL
ITEM GOCR _AID | GOCR AD GOCR ADD GOCR AID || GOCR _ AD
US§ , USS | US$  USS US§  US$ USS US$ || uss @ uss
Equiv.?/ Equiv. Equiv. Equiv, Equiv.
Maintenance Equipment 2/ - 1840 - - - 2064 - - - 3904
Spare Parts (15%) - 276 - - - 310 - - - 586
Shop Equipment - 240 - - - - - - - 240
Inland Freight 23 - - - 20 - - - 43 -
Maintenance Hdgrs. and Shops 114 - 113 - - - - - 227 -
Training 20 15¢/ 39 13 39 12 - - 98 40
Consultants &/ 4 16 21 121 18 90 18 89 | 61 316
Subtotal (Project) 161 2387 173 134 77 2476 18 89 429 5086
Increase in operating costs e/ 05/ 1263 1338 1398 m 3999 0 é\
]
Total (Project & Program) 161 1436 1415 1416 4428 5086
% Participation 46.6%  53.5%

e/ ¢ 6.65 = Us$1.

b/ Includes 10% addition for possible price increases (see equipment list Annex V-8).

¢/ Includes US$9000 for treining equipment (see Annex V-11).

g/ Due to proposed project.

(See Annex V-13 for breadkdown of consultant costs.)

_9;/ Total operating costs from Annex IV-1, minus local costs of A.I.D. project, minus ¢7 million
per annum as estimaste of malntenance expenditures without A.I.D. project.

£/ Equipment is estimated to arrive in late 1969--early 1970.
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which the DGV will fulfill the conditions precedent to release of
the second tranche. This two-stage approach is lntended to
facilitate the financial and technical absorption of the equipment
by the DGV, and to allow sufficient time for fulfillment of certain
conditions precedent and performande measures which would be im-
possible to meet before the first disbursement.

The first tranche amounts to US$2.5 million, and the second,
US$2.6 million. The respective amounts for maintenance equipment
only are US$1.8 million in the first tranche, and US$2.1 million
in the second. The project was divided in this manner so as to leave
more than half of the equipment purchases for the‘second @ha;e.
Expenditures on scales, shop equipment, construction and improvement
are all in the first tranche, in order to capacitate the DGV for
operation and servicing of the project equipment, and for enforce-
ment of the vehicle load control program.

C. Source and Application of Funds

The DGV rcceives all domestic receipts from its annual budgetaxry
appropriation; all expenditures are requisitioned through the Ministry
of Finance, on the basis of monthly allotments. Where bulk purchases
are desirable--as in the case of spare parts--longer term allotments
" have been allowed by the Finance Ministry. There are no additional
revenues which automatically accrue to the DGV or Ministry of Transport.

Although user taxes are collected--as well as non-user taxes which were
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set up by law to finance foreign debt amortization of highway loans--
these specific revenues are nevertheless brought together will all other:
Central Government receipts into a single fund, the Caja Unica. Even
the tolls collected on the San Ramén~El Coco highway, which were calcu-
lated so as to cover debt amortization on and maintenance of the road,
are deposited in the Caja Unica, Annex IV-2 shows a breakdown of the
tax and non-tax receipts of the Caja Unica, and Annex IV-3 shows a
functional breakdown of expenditures for 1966-1968 with projections for
1969~1970,

The GOCR annual budgetary law specifies allocations for DGV ad-
ministration (¢6.7 million for 1969), maintenance (¢13. 9 million),high-
way construction (¢10,0 million), feeder road construction (¢7.7 million),
and Cooperative Plan construction (¢2. 8 million).—z/ The budget law does
not now distinguish between national-regional~IDB road maintenance,
and other maintenance expenditures; the DGV will introduce such a dis-
tinction, however, in the 1970 and successive budget laws (see condition
precedent #5 to first disbursement),

The GOCR annual budgetary law is usually implemented by "extra-
ofdinary" budgets, also approved by Congress, during the course of the

year, The 1969 budget 1w (December 29, 1968) provides ¢41.1 million

2/  These figures are not consistent with the DGV budget figures because
of differences in the method of preparation of the DGV internal budget.
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for the DGV, and it is expected that the DGV will receive total budgetary
receipts (ordinary plus extraordinary) of $44.5 million by the end of the

year.

D. DGV's Financial Capacity to Support Proposed Maintenance Program

The proposed project requires that the DGV increase its annual
budgeted expenditures on highway maintenance from ¢11-12 million to
¢13-17 million a year. This amounts to a 20-50% increase, or, if esti-
mated diversion is excluded from past figures, the project requires an in-
crease from ¢5-6 million to $13-17 million a year, more than double the
past levels (see accompanying table).

Although the percentage increase is substantial, it is not unreason-
able in terms of the past growth rate of DGV expenditures, the share of
total projected DGV costs in total GOCR receipts, or in terms of the share
of projected maintenance expenditures in total DGV expenditures. During
the 1962-1968 period, DGV budgetary receipts have varied between 5% and
11% of Central Government receipts. In 1967 and 1968, these shares
were 10.2% and 7.3%. When projected for the years of project imple-
mentation (1969-1972), DGV total expenditures 3/ fall well within this
same percentage range of projected Central Government revenues (see
Annex IV-2 for projection of Central Government revenues), Finally,

the annual rate of increase of projected DGV expenditures necessary to

3/ Including GOCR contributions to anticipated foreign-financed road
construction projects,



TABLE IV - 2

ACTUAL AND PROJECTED RECEIPTS AND EXPENDITURE OF GOCR, DGV, _

AND MAINTENANCE DEPARTMENT

(€1,000,000 current)

ACTUALS PROJECTIONS
1962 1963 1964 1965 1966 1967 1958 1969 1970 1971 1972
GOCR receipts 2/ 381.1 385.7 433.4 4173.6 523.0 541.0 636.6 652,0 687.6 715.1 1743.7
DGV expenditures E/ 21.0 30.5 39.4 49,1 35.7 55.4 46,2 4.5 57.4 61.6 70.8
DGV/GOCR 5.5% 7.9% S.1% 10.4% 10.7% 10.2% 7.3% 6.8% 8.3% 8.6% 9.5%
Maintenance expenditures 2/ 3.9 6.9 6.6 8.6 7.1 6.6 7.2 13.1 16.6 16.4 16.4
Maintenance/DGV 18.6% 22.6% 16.8% 17.5% 12.7% 11.9% 15.6% {1 29.4% 28.9% 26.6% 23.2%
Cost increase over 1968 due
to project 5.9 9.4 9.2 9.2
% increase over previous
year 81.9% 7.9% - -
Average Annual Increase (Constant ¢) [ 1962-1968 | 1968-1972
GOCR Receipts 8.7% 4.0%
DGV Expenditures 13.1% 11.3%
Maintenance Expenditures 10.7% 9/{  23.0%
a/ Source: Annex IV-2.

1971 and 1972 are projections of 1970 figure at 4% which is the average annual rate of the 1968-1970 increase; estimate
is conservative, in lighi of the past GNP growth rate of 10%, and the past growih rate of GOCR expenditures at 8.7%.

Source: Annex TV-.’

el

Current colones.

Maintenance of National, Regional and IDB roads; source: same as b/.
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cover, among other things, the operating costs of the proposed project
over the implementation period (11.3% p.a.) is no greater--and is even
less~-than this same rate of increase (in constant colones) during the
1962-1968 period (13.1%).

The constancy of this projected percentage is important for the
implementation of the proposed project, not only because of the increased
expenditures required for maintenance but also because the DGV budget
is committed by international loan agreements to heavy local contributions
for road construction during the 196$-1972 period. That the added costs
of the proposed project--as well as local contributions to highway con-
struction--do not cause projected DGV costs to rise above the usual re-
lationship to Central Government receipts indicates that the maintenance
program does not require unrealistic revenue projections., Hence, the
priority claim for maintenance expenditures imposed on the DGV budget
by the conditions precedent and covenants of the loan agreement should
not put an excess strain on DGV or GOCR finances.

The accompanying table shows that the percentage share of highway
maintenance expenditures (excluding diversion) in total DGV expenditures
‘has varied between 11% and 23% since 1962, In 1967 and 1968, the per-
centages were 11,7% and 14,6%. This " ariance is almost totally a
function of the change in expenditurcs for construction; the absolute
amount spent for maintenance has remained more or less stable, During

the project implementation period, the share of highway maintenance is
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projected to increase to between 22% and 30% of DGV expenditures.

This share 1s conslderably higher than that of the last two'years; but
assuming that past diversion will decrease considerably, malntenance
expenditure during the implementation period will not consume a
significantly larger share of the projected DGV budget.

It should be added that although taxes are not earmarked for the
transport sector, the total amount of user taxes, and of non-user
taxes enacted specifically for smortizing foreign loans for highways,
has more than covered DGV expenditures over the last eight years
(see Annex IV-h). User taxes in themselves have more than covered
DGV expenditures, which shows that the GOCR has been wllling and able
to tax the consumers of the highway services which it has supplied
through such heavy investment.

CIAP's analysis of the over-all fiscal situation in Costa Rica
provides a macroeconomic setting for the highway maintenance loan,
and specifically'refers to the loan as desirable and fiscally viable.
E. Sources of Financing of Various Road Construction Programs,

1262-1213

Annex IV-5 shows past, present, and anticipated future financing

for road construction programs during the implementation period. The
. local contributions required for these projJects are already taken
into account in the DGV budget projections discussed above and shown
in Annex IV-l.

F. Alternative Sources of Financing

On November 27, 1968, the IBRD made known that 1t was not
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interested in financing the proposed project; on January 13, 1969, the
Export-Import Bank; and on January 17, 1969, the Inter-American De-

velopment Bank.

G. Ability to Repay

As Annex Tv-6 illustrates, GOCR debt service obligations are
expected to remain at a fairly constant level through 1977, Costa Rican
GNP has been rising at over 7% since 1965 and current prospects are
for even more rapid growth during the next few years, Moreover, the
Costa Rican balance of payments has been improving; anticipated con-
tinued progress, stimulated by strong export sales, should raise foreign
reserves. In short, there is no reason at the present time to anticipate
GOCR difficultics in meeting the obligations under the loan. Moreover,
as Annex IV-0 shows, during the period of the loan's amortization
(1980-2010), the average annual addition to GOCR foreign debt service
attributable to the loan is less than 5% of average annual foreign debt

service during the 1965-1977 period,
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SECTION V - ENGINEERING ANALYSIS

A.

Present Road System

The 1968 inventories of the highway and other surfaced road
systems in Costa Rica show a totel length of 6,131 kms.--including
1,475 kms. of national highways, 860 kms. of regional highways,
3,796 kms. of feeder rrads, in addition to 12,300 kms. of dry
wegth 'r dirt roads. About 50% of the national and regional
highvways, and aboul 3% of the feeder roads are paved (see
Annex V-1). During the ten-year period 1958-1968, per capita
mileage in Cocta Rica increased from 2.59 kms. per-1000 in-
habitants to 3.62 kms.=--an increase of L40%.

The Ministry of Transportation is responsible for the mainten-
ance ol all national and regional highways, and 316 kms. of the
feeder roads constructed with IDB financing. The remainder of
the feeder roads arc maintained by the municipalities.

The road construction program planned frem 1969 to 1973, in-
cluding funds anticipated from foreign lending agencies, is estimated
to cost about $hhl million, or US$EY million. By 1973, this should
result in the reconstruction of 683 kms. and new construction of
194 lans. of paved roads, and T9 kms, of gravel roads--all of which
will be added to the maintenance program of the Ministry.

National Uiphways are defined os those connecting Costa Rica with

a neighboring country, that join two or more provinces, two or more
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cities with a population of 5,000 inhabitants, a city of 5,000
inhabitants with a national highway, an ai- or seaport, a railway

or other center of importance, Regiohal Highways are those which

service a certain region or province, and in addition connect cities

of not less than 2,000 inhabitants, or join with another national
or regional highway or other center of importance, Feeder Roads
are all other surfaced public roads not included in the previous

classifications, Plan Vial Roads are those constructed with

foreign loan funds and include a number of feeder roads,

Technical Description of Project ror Highway Maintenance

The loan is being made available for assistance to the GOCR for
improved operation of the road maintenance program on national and
regional highways and those feeder roads financed under Plan Vial
for the operating period ending December 31, 1972, Funds will be
used for the procurement of maintenance equipment and parts, shop
equipment, training of highway department employees in the U, S,
and Costa Rica, training cquipment and materials and the services
of a consultant. Iroject equipment will not be assigned to or
used on feeder roads and/or streets (except in the case of IDB
roads). Moreover, project equipment will be used only for routine
maintenance and spot road betterment and will not be utilized in

major betterment, reconstruetion or new construction projects,
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The project is designed to contribute to the development of a

strong Maintenance Department within the Highway Administration,

to equip the DGV with sufficient useable maintenance equipment,

proper shop facilities for equipment repair, trained personnel,

a satisfactory funding of ‘ihe maiwutenance program, capacity to

carry out a vehicle load control program, and a programmed operation

that will allow proper maintenance of the road system,

Present Level of Maintenance

A detailed inventory and evaluation of road conditions by road

group classifications was made by representatives of the BPR and

the Highway Administration in 1967 and 1968,

This evaluation showed

that the maintenance level of the roads was as a whole unsatisfactory.

BPR - DGV EVALUATION OF COSTA RICAN ROAD CONDITIONS,
ACCORDING TO LEVEL OF MAINTENANCE, 1968

Very Good - Good Good ~ Fair Fair - Poor Total
SYSTEM
KM % KM % KM % KM
1/
National™ 145,2 13.0 956.9 50,0 410.6 3G6.9 1.112,7
Regional 27.1 3.4 695.8 86.1 85.2 10.5 808.1
2
Feeder— 13.5 5.9 198.7 86.4 17.6 7.7 229,3
TOTAL 185.8 1,450,9 513.4 2.150,1
1/ Does not include Interamerican Highway under reconstruction.

z/ Only roads built under IDB loan.
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Bituminous surfaced roads usually develop potholes during the

rainy season, caused to a large degree by, (1) poor drainage, and

the lack of a surface seal, both of which allow water to in-

filtrate the base and sub-base courses, and (2) the traffic of

overloaded vehicles. Shoulders, slopes and drainage ditches on

a majority of the highways are in bad condition, and in many cases

shoulders no longer exist, which leaves the road surface standing

above the shoulder area.” Gravel roads show the poorest maintenance.

In some instances, this has been aggravated by poor design and con-

struction, which increases maintenance requirements. The major

problem is nevertheless the insufficiency of normal maintenance

work for hoth the road surface and the road drainage.

Enginecering Plan for Project Execution

1.

Maintenance Plan: The BPR developed a "Highway Maintenance

Plan for Costa Rica" during the 1966-68 period. The plan
includes a detailed evaluation of the present Maintenance
Department, including structural orpganization and operating
pr()cczdux'es , and makes recommendations for improvement. The
condition of present equipment and shop facilities is also
evaluated, and recommendations are made for equipment pur-
chases for maintenance, and fgr shop expansion, a training
plan, and funding requirements. The BFR report, along

with additional material made avalleble by the
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Ministry of Transportation, was used to support the lcan
application, the purpose of which is to request financial
assistance for the continued work of thé Maintenance l'epartment
on routine maintenance and spot betterment,

Routine Maintenance refers to the work necessary to keep a

road in the condition in which it was constructed. This includes
the maintaining of drainage channels and structures in good
operating condition, removal of slides, maintenance of shoulders
and slopes, and maintenance of the roadway surface in a uniformly

satisfactory condition, Spot Betterment includes work done at

specific points on the road in order to improve a condition such
as widening of switchbacks, or to install or improve drainage
structures, increase radii on sharp curves, change grades, etc.

Major improvement or reconstruction of a road is not considered

spot betterment and will be carried out by the construction division
of the DGV,

In the pust the facilities and funds of the aintenance division
were often diverted to road reconstruction and new construction,
much of this work having been done by force account. The
Ministry has agreed to give maintenance operations priority, and
has assured the Mission that all new construction and major

betterment work—--within certain established limitations--will
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be executed on a contract basis by qualified firms (see
Annex ITI-1l, letter from the Minister of Planning, conditionp

precedent #9 to the second disbursement, and covenant #5).

Organizational Structure of the Highway Administration

Present Organization

The operations of the DGV are divided int¢ divisions
which include Programming, Legal, Administration and
Financial, Shops and Warehouses, Design, Laboratory,
Construction and Maintenance, The DGV administers its
operations from the central office in San José through
8ix zone offices located in San José, Alajuela, Cartago,
Liberia, San Isidro de El General and Limén, Each zone
office is responsible for the work carried out within the
zone and is supported as necessary by the central office,
which has its own shops, warehouse and an equipment com-
plement. The zone organization is divided into sections
for the shops and warehouses, maintenance, Cooperative
Plan work with the municipalities, force account and
contract work, and bridges. The Mintenance P roduction
Centers, located at quarries and gravel pits, produce

aggregate and road surfacing materials,
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Proposed Reorganization

The DGV lLias begun a general reorganization which will
continue unless modified by the consultant's recommends -
tions and is expected to be completed by the end of 1970,
The changes relate primarily to organizational patterns,
including the consolidation of the planning operations in
one division, the establishment of a Supplies Division,
and the centralization of Administrative Services. 1In
addition, the sub-zone shops, to be designated as
Maintenance Section Headquarters, will be increased from
5 to 17, their location depending upon geographical
considerations,

Emphasis is being placed on better use of the adminis-
trative and operating staff and mnintenance?iacilities on
first priority work~-~that is, maintenance of the national
and regional highway network, Assistance to the munici-
palities and cantons, financed out of a separate
budgetary allocation, will be considered second priority
work (sce conditions precedent #3 and #5 to first dis-~
hursement). The reorganization plan does not require a
saterial increase in personnel but seeks better trained
personnel, and a better organization for the administration

of operations.
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Annexes V-2, V-3, and V-l show past, present and
future orgenization charts. Annex V-5 shows the de-
tall of the Maintenance Department and Annex V-6
illustrates a representative zone organization.
Annex V-7 is a summary of the qualifications of the

Maintenance Department's key personnel.

Procurement: Procurement will be made in the United States by

the Ministry of Transportation with the assistance of the
consultant. Procurement procedures will meet all AID requirements
including small business notification, reasonable price, insurance

and shipping, etc.

Excess Property: Excess U,S. property will be considered in the

procurement program, The DGV will seek assistance from AID in
ascertaining the availability of such equipment for project
use, The costs of inspection, acquisition, and any other
charges incident to the DGV may be financed under the loan,
Prior to the procurement of any goods other than excess
property, the DGV shall indicate to AID in writing that such
goods either cannot be made available from excess property on
a timely basis, or that they are not technically suitable for

the project, At least 10% parts will be ordered with any
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oxcess maintenance equipment procured for the project.

5, Equipment Program: The BPR report included an evaluation of the

equipment in the Department of Machinery and Supplies of the DGV,
Each picce of cquipment was classified by make, model and year,
and its condition described as very good, good, fair, bad or
unusablce, The condition of the equipment as a whole was rated
from fair to bad. Practically all equipment not rated as bad
or obsolete had been purchased recently with foreign loans under
the Plan Vial and Feeder Road Programs; the rest was purchased
by the Ministry i. the 1950°'s, and funds were not subsequently
budgeted fo regular replacement,

The percentage of certain types of DGV maintenance equipment

that has already reached the obsolence limit was reported by the

1/
BPR as follows:
Motor graders 55,9%
Crawler loaders 84.6%
Dump trucks 60 .7%
Tractors, all sizes " 54,3%
Rollers 53, 3%
Concrete Mixers 64,6%
Compressors 55.,1%
Pumps 73.9%

l7 The BPR calculates the useful 1life of maintenance equipment in
Costa Rica as 1,5 times the standard useful life in the U4S.
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The maintenance equipment to be purchased under the
loan will be used primarily to replace obsolete equipment--
amounting to 69% of the project expenditures for equipment,
Additions to the present inventory will cover the increase
in new road lengths cominz under maintenance, some additional
traffic counters, scales for the expanded vehicle load control
program, Ssome quarry equipment, and some radio equipment for
the maintenance engineers and warechouses.

Annex V-0 1is a complete listing of the equipment to he
purchased for the maintenance and production centers, Annex
V-9 is an itemized justification for the purchase of the
additional equipment which is not strictly for replacement
and Annex V-10 1lists the shop equipment to be purchased to
supplement the Ministry's present inventory; Annex V-1l
lists the training aids required to supplement Ministry
training equipment, and Annex V-12 is a list of the
equipment to be purchased by the DGV in the fourth year of
the program (1972) for rcplacement; Annex III-21ists the
equipment to be purchased by the Municipalities through the
AID line of credii to be administered by the Banco Nacional
de Costa Rica, for feceder road raintenance under the

Cooperative Plan,
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Repair Shops and Warehouses: The Departmeni of Shops and

Warehouses is divided into two divisions: (1) Ministry and
General Services, which oversees equipment control and
repair, and building maintenance, and, (2) Procurement,
responsible fur procurement and warehousing,

Shops. Present shop facilities include the Central
Shops in San José, six Zonc Shops located at the zone head-
quarters and five Sub-Zone Shops. The proposed reorganization
plan includes the Central Shop in San José, the six Zone
Shops and seventeen Maintenance Section Headquarters which
will include the present Sub-Zone Shops.

The Central Shop will do all equipment rebuilding, including

motor overhauls and any special repair work which cannot be

done in the zone shops, The Zone Shops will take care of

general repairs on field equipment. The proposed Maintenance

Section Headquarters will have fuel pumps and tanks and minor

repair equipment,

The equipment to be procured under the loan will be used
to supplement the ecuipment in the Zone and Maintenance
Section Headquarters Shops. The Central Shop wes modernized
in 1964 and will not have to be improved at this time. The

shop reorganization has been initiated, and the shop
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administrator was recently changed from a mechanic to an
engineer, The Central and Zone shops appear to be well
organized and are unusually well kept as repair facilities,
Warehouses, The Central Warehouse is located in the
Central Shop and Sub-warehouses are located in the Zone
Shops. Warehouse stocks are now controlled with IBM records;
when the radio equipment to be procured under the loan is
installed, the efficiency of the inter-warehouse operations
will be considerably increased. The warehouses appear to

be well organized and maintained.

Training. During the three-year implementation period, 13
technicians, 9 engineers and 9 engineering inspectors will
be sent to the United States for three-month training
sessions in various state highway organizations. An
already-existing Ministry of Transportation training school
will be reopened for the training of maintenance foremen,
field crews, equipment operators and shop foremen and
mechanics, The school will be operated by Costa Rican
instructors under the supervision of the consultant,

The training school, now partially equipped, will obtain
additional equipment and training material funded under

the loan (see Annex V-11). A maintenance manual will be
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developed for the school, covering equipment maintenance
and highway maintenance, so that training can be carried
on in an orderly manner after the three-year loan period.
Consultants. Since the type of road maintenance project
proposed in this loan has already been executed
successfully In the past by private consultants, it
would appear that private consultants should be used in
this case so as to be consistent with PD 33 and

M.0. 1425.1.1, August 22, 1967. The Minister of
Transport and the Director of the DGV have agreed to

the use of private consulting fimms.

It is anticinated that four foreign and/or local
techniclans would be used on the project--two for 39 months,
one for 36 months, and one for 12 months. The Ministry
would furnish additional local personnel support as needed.
Loan funds would be used for the consultant's dollar
costs and the GOCR would finance his local costs, in ad-
dition to making available office space and facilities,
transportation and supporting personnel (see Annex V-13

for estimate of consultant costs).



-81 -

The foreign staff responsibilities would in general be as
follows:

(1) Supervisory Highway Maintenance Engineer, 39 months.

As project manager, would be responsible for the
administration of the consultant's operations; should
be qualified to evaluate iield maintenance shop and
wvarehouse operations; would contribute to the develop-
ment of the maintenance manual, and give general as-
slstance in the operation of the training school.

(2) ¥ield Maintenance Engineer, 3G months

Would spend major portion of time in the field,
working with the zone maintenance offices and monitoring
maintenance operations.

(3) Equipment and Training Engincer, 39 months

Would be responsible for technical assistance in the
field on equipment operation and maintenance, and for
technical supervision of the training school, would
contribute to the equipment maintenance section of the
Maintenance Manual, should be well qualified in the
field of equipment use and maintenance.

(4) Administration anrd Organization Specialist, 12 months,

Primarily responsible for assisting the Ministry in
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establishing the reorganization plan, programming,
controlling planned operations, and developing a fiscal
control over all fund allocations; would prepare an
Organization Manual covering these operations; should

be well qualified in organization and operations,

The consultants will review the maintenance organiza-
tion and operational plans prepared by the BPR and DGV,
including the vehicle load control program and, if neces-
sary, make any recommendations they feel necessary to
modify the plan; specific recommendations will be made
as to the most appropriate type of fixed scales to be
purchased, given the necessity for scales with automatic
weight-recording devices, yet taking into account the
difficulty of servicing electronic equipment in Costa
Rica, The consultant will assist in the procurement
of all equipment through review of specifications and
assistance in procurement procedures, The consultant
will also prepare monthly reports on the operation of the
Maintenance Department, which will cover the various
operations of the Department, and will be based on
Department reports, as well as on field, shop and office
observations,

The consultant will be employed through the normal

procedure of advertising in the Commerce Business Daily,
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Basis for Determing Project Items and Cost Estimates

The types and numbers of maintenance and shop equipment
items were determined jointly by the BPR and Ministry,
based upon detailed studies conducted during a period of
almost two years, These studies consisted of an evaluation
of the present condition of the DGV maintenance equipment
and‘shop onerations, Maintenance equipment to be purchased
under the loan will be primarily for replacement of obsolete
items, and for shop equipment related to expansion of field
shops. The training equipment and facilities list was based
on items needed to re—-open and operate the training school,
and drew on the previous operating cxperience of the school.

The cost of the consultants' technical services was
estimated on the basis of the foreign technical personnel
requirements necessary to meet the objectives of the loan,

The technical and financial requirements of FAA Section
611 have been met for this project.
Vehicle load control (see Section TIT.C.h.).

Implementation. Annex V-14 shows the implementetion

schedule for the project.
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E. Evaluation of Previous Assistance to Highway Sector

AID Loan 515-L~-009 for US$2,1 million was granted in July 1963
for use in the reconstruction, improvement and construction of twelve
sections of road (120, 33 total kms) that were part of the Plan Vial,
Although the original projected completion period was two years, there
were numerous delays and cost increases due to change orders. Sub-
sequently, five of the twelve contracts were rescinded and reassigned
because of the lack of performance by the contractors, The last AID dis-
bursement wits made in June 1967, at which time two subprojects were
still to be completed, By April 1969, these two projects were completed,
the last project awaiting final approval by the BPR and the Ministry of
Transport. The Ministry and the BPR will be required to certify
satisfactory completion of the last project, it such approval
has not been mude prior to the first disbursement of funds for
the consurtant (nce condition precedent No. 9).

All items not reimbursed and all expenditures after closure of the
AID, IBRD and IDA loans have heen paid by the GOCR, There are four
IBRD subprojects still to he terminated by force account construction with
GOCR funds; the projects were 90% complete at the end of CY 1968, The

DGV anticipates completion hy mid~1969,

F.  Relationship to San Ramén-El Coco Highway, Inter-American Highway

and FFeeder Road Programs

There are three major road construction programs in progress fi-
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nanced by multilateral lending agencies (see Annex IV-5 ): (1) construc-
tion of the San Ramén-El Coco highway, a 42-km continuation of the high-
way connecting San José with the El Coco international airport., The
project is financed by CABEI (with AID funds), (2) the Inter-American
Highway, financed jointly by USG grants (2/3) and Export-Import Bank
loan financing (1/3), and supervised by the BPR, and, (3) the IDB feeder
road program, The first stage of the IDB feeder road program is nearing
comolcetion and comprises 40 roads totaling 317 kms; the sccond stage loan,
approved Murch 1969, finances the construction or iimprovement of 19
roads with a total length of 344 kms. All four loan apreements require
that the [ghway Administration commit suificient funds for an adequate
maintenance program, so as to guarantee the protection of the heiavy in-

vestments being [inianced by these institutions,

G. Abilily ol National Highway Department to Iixecute and Administer

The Project

The DGV appears to have sufficient technical and administrative
capucity to support the administration of the loan. At present it has 430
specialized personnel and 3,400 non-tcchnical employees. The Administra-
tion bas a continuing scholarship program for bring’ng new engineers into
the organization in order to replace those lost threugh normal personnel
turnover, and has been successful in maintaining its engineering staff

requirements.
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April 25, 1969

CERTIFICATION PURSUANT TO SECTION 611 (e} OF THE FOREIGN

ASSISTANCE ACT AS AMENDED

I, Lawrence E, Harrison, the principal officer of the Agency for
International Development in Costa Rica, having taken into account,
among other things, the maintenance and utilization of projects in Cos-
ta Rica previously financed or assisted by the United States, do herewith
certify that in my judgment, Costa Rica has both the financial capability
and the human resources capability to maintain and utilize cffectively
the capital assistance project, HIGHWAY MAINTENANCE EQUIPMENT

LOAN,

This certification is based on, among other factors, a careful re-
view of the financial assistance previously provided to the Costa Rican
highway sector by the United States for construction, reconstruction and
be‘terment of national, regional and feeder roads. In general, the
projects were carricd out in &4 competent manner, cither by contract
(under the supervision of the Highway AdlﬂilﬁSh‘ﬂLiOﬂ), or by the Adminis-

tration under force account.

Although the Costa Rican Government will be sufficiently hard
pressed for foreign exchange that the USAID recommends concessional
terms for the financing of this loan, the Government is current in the
payment of its debts, and can be reasonably expected to have sufficient
foreign exchange to meet the payments on this loan. In fact the project

investment in improved highway maintenance and control of vchicle loads
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should alleviate investment requirements for highway maintenance and

construction in future years.

The proposed loan will cover the cost of (1) new maintenance
equipment, technical consultants' services and the supplementary train-
ing of supervisory and maintenance personnel, (2) a line of commercial
aredit to the Municipalities for the purchase of feeder road maintenance
equipment, and, (3) a line of credit to independent truckowners for the
purchase of axles and/or tow-trailers that will help adapt their vehicles

to legal load limits.

Loan conditions and covenants will requirc adequate budgetary
provisions for funds specifically allocated to the Highway Administra-
tion for maintenance of project roads. Furthermore there will be re-
strictions regarding force wccount construction and hetlerment, Loan
conditions and covenants also cover enforcement of vehicle load legisla-
tion, and annual audits of the usce of maintenaace funds by the Comptroller
General of the Republic, All conditions and covenants are designed to
ensure the proper utilization of loan funds in the implementation of this

capital assistance project,
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CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)
In the right-hand margin, for each item write answer, or, as appropriate,
a sumary of required discussion., As necessary, reference the section(s)
of the Capital Assistance Paper, or other clearly identified and available
docunent, in which the matter is further discussed. This form may be made
a part of the Capital Assistance Paper.
The following abbreviations are used:

FAA - Foreign Assistance Act of 1961, as amended by the Foreign Assistance
Act of 1968, '

App. - Foreign Assistance and Related Agencies Appropriations Act, 1969.

COUNTRY PERFORMAWCE

Progress Towards Country Goals

1. FAA &8,208; 8.251(b).

A. Describe extent to which
country 16:

(1) Making appropriate efforts
to tnerease food production
and improve means for food
storage and distribution.

REPLIES TO QUESTIONS IN THIS CHECKLIST
APFEAR BEGINNING AT PAGE 19 OF THIS ANNEX

(2) Creating a favorable climate
for foreign and domeatie private
enterprige and investment.

UNCLASSIFIED
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(3) Inoreasing the publio's
role in the developmental
process,

(4) (a) Allocating available
budgetary resources to
development,

(b) Diverting such _
regsources for unneceseary
military expenditure (See

algo Item No, 18.) and
intervention in affairs of

other free and independent
nations. (See alaso Item No., 17.)

(5) Willing to oontribute funds to
the project or program,

UNCLASSIFIED
3
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(6) Making economia, soctal,

and political reforms such as

tax colleotion improvements and
changes in land tenure arrangemente,
and making progress toward respect
for the rule of law, freedom c¢f
expreasion and of the press, and
recognizaing the importance of
individual freedom, initiative,

and private enterprise.

(?) Adhering to the principles of
the Aet of Bogota and Charter of
Punta del Este.

(8) Attempting to repatriate capital
inveated in other countries by its
own citiaens,

(9) Otherwise responding to the vital
economic, political, and social

concerns of ite people, and demongtrating
a clear determination to take effective
gelf-help measures.

B, Are above factors taken into account in
the furnighing of the subject assistance?

UNCLASSIFIED
3
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Treatment of U.S. Citizens

2. FAA 8.820(c). If assistance is
to govermment, 18 the govermment
liable as debtor or uncorditional
guarantor on any debt to a U.S.
eitizen for goods or servides
furnighed or ordered where (a)
such citizen hae exhausted
avatlable legal remedies ana
(b) debt is not denied or
oonteated by such goverrment?

3. FAA 8.620(e)(1)., If assistance
18 to a government, has 1t
(ineluding government agencies or
subdivisions) taken amy action
which has the effeet of national-
iaing, expropriating, or otherwise
geiaing-ownership or oontrol of
property of U.S. oitizens or
entities beneficially owned by
them without taking steps to
discharge its obligations
toward such citizens or entities?

4, App. 8.106. If country attemptls
to ereate distinctions because

of their race or religion among
Americans in granting personal
or commercial access or other
rights otherwise available to
U.S. citizens generally, what
steps (will be) (have been)
taken during loan negotiations
to influence elimination of such
distinctions?

UNCLASSTFIED
4
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§. FAA #.620(0); Fishermen's Protective
Aet. 8.5, If country has seized, or
imposed any penalty or sanction against,
any U.S. fishing vessel on account of
ite fishing activities in intermational
watars,

a. has any deduction required by
Fishermen's Protective Aot been made?

b, has complete denial of assistance
been considered by A.I.D. Administrator?

Relations with U.S. Govermment and Other
Nations

6. F44 8,620(d). If assistance ig for

any productive enterprise which will
compete in the U.S. with U.S. enter-
prise, ig there an agreement by the
recipient country to prevent export
to the U.S. of more than 20% of the
enterprige's annual production during
the life of the loan?

7. FAA 8.620(j). Has the country
permitted, or failed to take
adequate measures to prevent, the
damage or destruction by mob action,
of U.S. property?

UNCLASSIFIED
5
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8.

10,

11.

12.

F/A 8.620(1), If the country has
failed to institute the investment
guaranty program for the specific
risks of expropriation, in con-
vertibility or confisca-ion, has the
A.I.D. adminigtration w:thin the past
year considered denying ussistance to
such government for this reason?

FAA 8§.620(q). Is the government of
the recipient country in default on
interest or prinecipal of any A.I.D.
loan to the country?

FAA B.620(t). Has the country
severed diplomatic relations with
U.5.? If so, have they been resumed
and have new bilateral assistance
agreements been negotiated and entered
into 8ince such resumption?

FAA 8.620(u). What is the payment
status of the country's U.N.
obligations? If the country ie in
arrears, were such arrearage taken

into account by the A.I.D. Administrator
in determining the current A.I.D.
Operating Year Budget?

FAA 8.620(a); App. 8.107(a) and (b).
Doeg recipient country furnieh
assistance to Cuba, sell strategic
material to Cuba, or permit ghips or
atreraft under ite flag to carry

eargoes to or from Cua.

UNCLASSIFIED

6
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13.

14,

15,

16,

FAA 8,620(b). If assistance is to a

goverrment, has Secretary of State
determiined that it ie not controlled
by the international Communiet movement,

FAA 8.620(f), App, 8.109. Does
recipient country have a communiet
government

FAA 8.620(1). 1Is recipient country

in any way involved in (a) subversion
of, or military aggression against, the
U.S. or any country receiving U.S.
assigtance, or (b) the planning of such
subversion or aggression.

FAA 8.€20(n); App. 107(b) and 116.
Does recipient country furmish goods
to North Viet-Nam or permit ships or
aircraft under its flag to carry
cargoes to or from North Viet-Nam?

Military Expenditures

17.

FAA 8.620(s). What percentage of g

country budget 1s for military
expenditures? How much of foreign
exchange resources spent on military
equipment? Is U.S. P,L. 480 or
development assistance used for
military purpoges? Are country's
regources devoted to unnecessary
military expenditures to a degree
which materially interferes with

UNCLASSIFIED
7

UNCLASSIFIED
ANNEX II, Page T of

51
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its deveiopment? (Consideration
of these pointe to be coordinated
with PPC/MAS.)

18, FAA 8.620(v). App. 8,119, How much
spent by country during current U.S.
fiscal year for sophisticated military
equipment purchased since January 1,
1968? Has corresponding amount been
deducted from current OYB, or ig the
weapons purchase determined by the
President to be itmportant to U.S.
national security? (Regponses to
these questions to be coordinated
with PPC/MS.)

CONDITIONS OF THE LOAN

General Soundness

19. FAA 8.201(d). Information and
conelusion on reasonableness and
legality (under laws of country and
U.S.) of lending and relending terms
of the loan.

20, FAA B.251(b)(2); 8.251(e).
Information and conclugion on
activity's economic and technical
soundness, If loan ie not made pursuant
to a multilateral plan, and the amount
of the loan exceede $100,000, has country
submitted to A.I.D. un application for
such funds together with assurances to
indicate that funds will be used in an
economically and technically sound
manner,

UNCLASSIFIED
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21. FAA 8,251(b). Information and
conclusion on capacity of the
country to repay the loan,
ineludiiyg regonableness of
repayment prospects.,

22, FAA 8.611(a)(1). Prior to eigming
of loan will there be (a) engineer-
ing, financial, and other plams
necaessary to carry out the assistance
and (b) a reasonably firm estimate
of the cost to the U.S. of the
assistance?

23, FAA 8.611(a)(2). If further
legialative action is required within
recipient country, what is basis for
reagonable expectation that guoh
action will be completed in time to
permit orderly accomplishment of
purposes of loan?

24, FAA 8.611(e). If loan ig for capital
assistance, and all U.S. assistamce
to project now exceeds $1 million, has
Mission Director certified the country's
eapability effectively to maintain and
utilize the project?

25. FAA 8.251(). Information and
econclusion on availability of financing
from other free-world sources, including
private sources within the United States.

UNCLASSTFIED
9
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Loav's Rolatic =1 =~ Ach<~v~~ent
of Cowntr: o~ Do~ sma] (anlg

26. FA18,007; ¥ '51/a), Fxtent to
which assistance reflects
appropriate emphasis on; (a)
encouraging development of dem-~
oecratic econormice, political, and
social institutions; (b) self-
help in meeting the country’s
food needs; (e) improving avail-
ability of trained manpower in
the country; (d) programs desiy:.ed
to meet the country's health needs,
or (e) cither rperiant areas of
economic, pcililcal, and soctal
developient, cneluding industry;
free labor uniong, cooperatives,
and voluntary agencies;
trancportation and communication;
plowive and vublic adninistration;
wbar de-olor-nt; and modernization

of ericting lmis.

27. FAA §.209. T~ rroiect susceptible
2f rxeoutiac or mapt of vegionac
project? If co why ie project not
so executed?

28. TAA 8.251(b)(3). Information and
conclusion on activity's relation-
ship to, and cow istency wiih,
other development activities, and
it contribution tc rzalizable
long-range cbjectives.

UNCLASSIFIED
10
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cde FAA B.C510uive)e lijormution
e s e nar

Qlriu JOHCeuS Loy M WilCLNeY G

not the activity to be financed

will contriluie to the achievement

of self-sustain.ng growth.

30. FAA 8,281(a). Describe extent
o which *he lom will ecntribute
to the objective of assuring
maximum participation in the task
of e~onomie development ~n the part
of the pecple of the country, through
the encouragement of democratics
nrivate, and loeal aovernmental
institutions,

31. FAA 8.281(b). Describe extent to
whien program recognizes the
particular nreeds, desires, and
capacities of the peopie of the
country; utilises the country's
intellectual resources to encourage

WSt et T Tty and
supports civie education and
training tn skills required for
effective participation in
governmental and politieal processes
essential to eelf-covernmant,

UNCLASSIFIED
11
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32.

33.

-
7
1'4.

36,

FAA 8.c01(a). Information
arnd conclusions whether
loan will encouraae efforts
of the country to: (a)
inerease the flow of
international trade; (b)
foster private initiative
and competition; (c)
encourage development and
uge of cooperatives, credit
untons, and savinge and
loan assoc’ations; (d)
digcourage monopolistic
practices; (e) improve
technical efficiency of
industry, agriculture, and
commerce; and () strengthen
free labor unions.

FAA 8,619, If assistance is
for newly independent country;
18 1t furnished through
multilateral organizations or
plans to the maximum extent
appropriate?

FAA §,251(h). Information and
conclusion on whether the
activity is concistent with the
findings and recormendations of
the Inter-American Committee for
the Alliance for Progress in its
annual review of national devel-
opment activities.

FAA 8.251(gq). Information and

conclustion on use of loan to
asstst in promoting the coop~

erative movement in Latin America.

UNCLASSIFIED
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36. FAA 8.209; 8.251(b)(8).
Information and conclusion
whether assigtance will
encourage regional development
programs, and contribute to the
economic and politiecal
integration of Latin America.

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

37. FaA §.251(b)(Y); §.102,
Information and conclugion on
possible effects of loan on
U.S. economy, with special
reference to arcas of sub-
stantial labor surplus, and
extent to which U.S. commodities
and asstistance are furnighed in
a manner consistent with tmprov-
ing the U.S. balance of paymente
position.

38, FAA B.601(b). Information and
conclusion on how the loan will
encourage U.S. private trade
and investment abroad and how
1t will encourage private U.S.
participation in foreign
agsistance programs (including
use of private trade channels
and the services of U.S. private
enterprise),

UNCLASSIFIED
13
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39, FAA B.601(d). If a capital
project, are engineering
and professional gservicees of
U.S. firms and Ltheir affil-
iatee used to the maximun
extent consistent with the
nattonal interest?

40, FAA B.602. Information and
conclusion whether U.S. small
business will participate
equitably in the funnishing of
goods and services finance by
the Lcan,

41, FAA 8.620(h). Will the loan
promote or assist the foreign
atd projecte or activities of
the Communist-Bloc countries?

42, FAA B.¢21, If technical
assistaice is [inanced by the
loan, information and conclusion
whether such assistance will be
furnished to the fullest extent
praczicable ag goods and profes-
stonal and other services from
private enterprise on a contract
basia, If the facilities of other
Federal agenciee will be utilized,
information and conclugion on
whether they are particularly
suttable, are not competitive with
private enterprise, and can be made
avatlable without undue interference
with dormestic programe.

UNCLASSIFIED
14
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43. FA4 8.252(a). Total amount of money
unaer loan whi:i is agcing directly
to private entcrprise, is going to
intermediate credit insiitutions
or other borrowers for use by pri-
vate enterprise, ic being used to
finance imports from private sources,
or is otherwise being used to
finance procurements from private
sources.

Loan's Compliance wi*h Specific

Requirements

44, FAA 5.201(d). Is interest rate
of loan at least 2% per annum
during grace period and at least
3% per annum Loereafter?

45, FAA §.608(a). Information on
measures to be taken to utilize
U.S. Government excess personal
property in lieu of the procure-
ment of new items,

46, FA4 B.604(a); App. 8.108, Will
all commodity procurement financed
wnder the loan be from U.S. except
as otherwise determined by the
Pregident?

UNCLASSTIFIED
15
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47.

48.

49.

50.

51.

FAA 8,604(b). What provieion is
made to prevent finaneing commodity
procurement in bulk at prices higher
than adjusted U.S. market price?

FAA 8.604(d). If the host country
discriminates against U.S. marine
insurance companies, will loan agree-
ment require that marine insurance
be placed in the U.S. on commodities
financed by the loan?

FAA 8.604(e). If off-shore procure-
ment of agricultural commodity or
product i8 to be financed, is there
provision against such procurement
when the domestic price of such
commodity is less than parity?

FAA 8.611(b); App. 8.101, If loan
finances water or water-related land
resource construction project or
program, is there a benefit-cost
computation made, insofar as practicable,
in accordance with the procedures set
forth in the Memorandun of the President
dated May 15, 196287

FAA 8.611(c). If contracts for
construction are to be financed,
what provision will be made that
they be let on a competitive

basis to maximum extent practicable?

UNCLASSIFIED
16
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52, FAA 8.620(g). What provision is
there against uge of subject
asgigtance to compensate owners

for expropriated or nationalized
property?

53, FAA 8.612(b); 8.636(h), Describe
steps taken to assure that, to the
maximun extent posgible, the country
ig8 contributing local currencies to
meet the cost of contractual and
other services, and foreign currencies
owned by the U.S. are utilized to
meet the cost of contractual and other
services.

54. App. 8.104. Will any loan funds
be used to pay pensions, ete., for
military personnel?

55, App. 8.111, Compliance with
requirements for security
elearance of U.S. citizen
contract personnel,

UNCLASSTFIED
17
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56, App. 8.112, If loan is for
capital project, is there
provision for A.I.D, approval
of all contractore and contract
termg?

57, App, 8,114, Will any loan
fun e used to pay U.N.,

assessments?

58. App. 8.115. Compliance with
regulations on employment of
U.S. and local personnel for

funds obligated after
April 30, 1964 (Regulation 7).

59, FA4 8.636(%). Will any loan funds
be used to finance purchase, lLong-
term lease, or exchange of motor
vehicle manufactured outgide the
United States, or any guaranty of
such a transaction?

60. App. 8.401. Will any loan funds
be used for publicity or propaganda
purposes within U.S. not authorized
by the Congress?

61. FAA B. 620(kx). If construction of
productive enterprise, will aggregate
value of asslstance to be furnished by
U.S. exceed $100 million?

UNCLASSIFIED
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CHECKLIST OF STATUTORY CRITERIA
(Alliance for Progress)

COUNTRY PERFORMANCE

Progress Towards Country Goals

1. Faa 8§ 208; 8.251 (b).

A,

(1)

(2)

(3)

Although agricultural production has increased faster
than population, basic foods are still imported. The
country is now intensifying efforts in order to
increase rice production by at least 10 per cent per
year and corn production by over 5 per cent. 1In

1966 corn production was stable and rice output
increased only one per cent,but in 1967 corn produc-
tion increased by 5.2 per cent and rice by 8.6 per
cent. A slight increase in corn and similar or
greater increase in rice production are expected

in 1969. The National Production Council purchases
and stores the basic grains at support prices fixed
before the planting season; in most cases these
support prices are higher than U.S. prices. The
Council also distributes basic foods at fixed prices
through almost 100 of its own outlets in low income
areas.

Costa Rica is creating a favorable climate for foreign
and domestic private enterprise and investment. Net
private foreign investment is US $10 to US $15 million
per year. The Constitution guarantees foreigners
equal rights with Costa Ricans. Major tax benefits
are given to encourage both, domestic and foreign
investment,

Creation of an Export and Investment Promotion Center
with significant public support; formation of rural
electric and agricultural cooperatives and credit
unions: universal primary education is really achieved
and both secondary and university enrollments are
growing by more than 10 per cent a year. Over 350

land titles are distributed each year.

(h)(a)Becauso of the wnusually small--by Latin American standards--

(b)

military burden on the budget, and because of the effective
democratic cystem of Costa Rica which cxacts governmental
responsiveness to popular needs, the GOCR budget is heavily--
90% or morec--oriented toward cconomic and, particularly, social
development.

Costa Rica hags no military forces and 1s not intervening in
the affairs of other free and independent nations,

UNCLASSIFIED
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(6)

(7)

(8)

(9)

UNCLASSTIFIED
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The GOCR will contribute US $4,428,000 equivalent,
i.e. 46.6% of total cost of project. This includes
the increase in annual operating costs due to

the project between 1970 and 1972.

Tax measures taken by the GOCR increased tax collec-
tions over 25 per cent between 1966 and 1968. An
AID-financed cadastral project is designed to lead

to land reforms and has already increased revenues
from property taxes., The Instituto de Tierras is
attacking land tenure problems, and expects to dis-
tribute over 5,000 titles over the next five years.
There is a historical respect for the rule of law

in Costa Rica, for freedom of expression of the press
and recognition of the importance of individual free-
dom, initiative and private enterprise. The inde-
pendent court system is allowed 5 per cent of the
national budget.

The GOCR adheres to the principles of the Act of
Bogota and the Charter of Punta del Este.

The fiscal stabilization measures now being under-
taken should encourage repatriation of capital
invested in other countries by its own citizens.

The GOCR is showing a responsiveness to the vital
economic, political and social concerns of its
people. The Government has demonstrated a clear
determination to take effective self-help measures
as demonstrated by its efforts in education and
taxation.

The above factors are taken into consideration in furnish-
ing assistance to the Government's highway maintenance
program.

Treatment of U, S. Citizens

2.

FAA &, 620 (c).

FAA §.

No such problem is known to exist in Costa Rica at this time.

620 (c) (1).

No such actions have been taken or threatened in Costa Rica.

UNCLASSIFIED
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App., 8. 106,

Costa Rica creates no distinctions because of race or religion
in granting personal or commercial access or other rights
otherwise available to U.S. citizens generally.

FAA 8, 620 (0o): Fishermen's Protective Act, 8. 5.

Costa Rica has not seized, or imposed any penalty or sanc-
tions against any U. S. fishing vessel on account of its
fishing activities in international waters.

(a) Not applicable.

(b) Not applicable,

Relations with U.S. Government and Other Nations

6.

1o.

11.

FAA 8, 620 (d).

Loan funds will not finance a productive enterprise which will
compete with U. S. enterprise,

FAA B. 620 (7).

There is no recent history in Costa Rica of mob action directed
against U.S. property. The Government provides adequate
preventive police protection.

FAA 8, 620 (1).

The investment guarantee program for inconvertibility and
expropriation or confiscation is in effect.

FAA 8. 620 (gq)

Costa Rica 1s not delinquent on A.I.D. obligations except for an interest
payment delinquency (Us$2,133.84% due July 1, 1968, and US$2,133.06 due
January 1, 1969) on a loan to the private coffee marketing entity, SICA,
and a one-month Interest and principal payment delinquency (US$27,389.11
due March 27, 1969) by the government water authority, SNAA. SNAA has
advised the Misslon that a dollar check for peyment has already been
requested from the Central Bank; the check should be received by A.I.D.
before April 30, 1969.

FAA §. 620 (t).

No such incident has occurred.

FAA B, 620 (u).

Costa Rica is not delinquent in its UN obligations.
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12, FAA B. 620 (a); App. #. 107 (a) and (b).

Costa Rica does not (a) furnish assistance to Cuba nor are
ships or aircraft under its registry permitted to carry
equipment, materials or supplies from or to Cuba nor (b)
does Costa Rica sell, furnish or permit any ships under its
registry to carry cargoes to or from Cuba.

13. FAA 8. 620 (b).

Costa Rica is not controlled by the international Communist
movement, The Secretary of State has so determined.

14, FAA 8, 620 (f), App. 8. 109.

Costa Rica does not have a Communist Government.

15. FAA 8. 620 (i).

Costa Rica is not in any way involved in (a) subversion of,
or military aggression against, the U.S. or any country
receiving U.S. assistance, or (b) the planning of such
subversion or aggression.

16. FAA 8, 620 (n); App. 107 (b) and 115,

Costa Rica does not furnish goods to Vietnam nor permit ships
or aircraft under its flag to carry cargoes to or from
Vietnam.

Military Expenditures

17. FAA 8. 620 (s). What percentage of country budget is for
military expenditures?

Costa Rica has no standing army, only an internal security
force, and has no military expenditures,

18. FAA B, 620 (v), App. B. 119,

Costa Rica has not purchased any sophisticated military
equipment since January 1, 1968.

UNCLASSTIFIED
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CONDITIONS OF THE LOAN

General Soundness

19.

20.

21.

22,

23.

FAA B, 201 (d).

The proposed loan is consistent with the laws of Costa Rica
and the United States and its terms are considered reason-
able by both the borrower and AID. The most concessional
lending terms of the loan are neither excessive nor un-
reasonable for the Borrower nor higher than the applicable
legal rate of interest in Costa Rica. Rates for relending
of the Municipality Fund will be monitored to assure their
reasonability,

FAA §. 251 (b) (2); 8. 251 (e).

The project is economically and technically sound as
demonstrated in the benefit-cost analysis contained in the
Economic Analysis, as well as in the Engineering and
Financirl Analyses sections of this Capital Assistance
Paper. The GOCR has submitted a formal loan application
to AID (see Annex III-1 ) together with assurances which
indicate that funds will be used in an economically and
technically sound manner.

FAA §. 251 (b).

The terms of the loan are within the capacity of Costa Rica
for repayment and there are reasonable prospects that
the loan will be repaid.

FAA §. 251 (b).

The necessary substantive engineering and financial plan-
ning for the project have been completed (see Sections TVv
and V ) and a reasonably firm estimate of the cost of
the project to the US has been obtained (See Section 1Iv
and Table IV-2 ).

FAA §. 611 (a) (2).

Ratification of the loan agreement by the Legislative
Assembly is required. No significant opposition to the loan
is anticipated. Dpisbursement of the second tranche of the
loan will be contingent on the prior passage and enforcemeni
of legislation to limit vehicle weights and to impose
penalties on the circulation of overweight vehicles.

UNCLASSIFIED
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FAA 8. 611 (e).

The Mission Director has certified to the GOCR's capability

to effectively maintain and utilize the project. (See

Annex I).
FAA 8. 251 (b).

No financing by other international lending agencies is
available to the Borrower on feasible terms, nor does it
appear that private sources within the United States would
be interested in providing financing at terms which could
be met by the borrower. (See Section v ).

Loan's Relationship to Achievement of Country and Regional Goals

26.

FAA 6, 207; § 251 (a).

(a) The loan is to the GOCR and will be administered by
the Highway Administration of the Ministry of Trans-
port. One purpose of the loan is to strengthen the
Administration's administrative and technical capacities,
and to induce the Government to permanently provide
the necessary funding to the Adm.unistration required to
adequately maintain the country's road network.

(b) The loan will not directly contribute to meet the
country's food needs, however, properly maintained
highways will facilitate movement of agricultural
products, reduce losses through spoilage, reduce
damage to vehicles and cost of repairs, thereby
benefiting the agriculture sector of the country and
stimulating self-help in meeting the country's food
needs.

(c) The loan provides US $40,000 for training of Costa
Rican highway maintenance personnel in the U.S. and
the GOCR will contribute US $98,000 local currency
equivalent for training purposes. The traiuing program
provided for under the loan will therefore improve
significantly the availability of trained manpower in
the country (see Sumary).

(d) The loan has no direct effect on the country's health
needs.
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(e} The loan is specifically designed to meet Costa Rica's
long term transportation needs by providing the
necessary highway maintenance equipment in sufficient
quantity to properly maintain the country's national
and regional highway system and the feeder roads
constructed under the Plan Vial (see Section V).

27. FAA 8, 209,

28 >

29,

30.

31.

This type of project is more effectively administered by
an individual country.

FAA 8. 251 (b) (3).

This activity is consistent with, and closely related to
other development activities being undertaken or planned
and will contribute to realizable long range objectives
as explained in Section I and II.

FAA 8§, 251 (b) (7).

The activity, which will improve road conditions and make

it possible to keep open year-round many roads now impas-
sable during the rainy season, will significantly contribute
to self-sustaining growth, especially in regions which are
now difficult to reach, or cut off for a large part of the
year from the rest of the country.

FAA 6. 281 (a).

The loan will contribute to the objective of maximum
participation in the task of economic development on the
part of the peoplw of Costa Rica by enabling the Govern-~
ment to keep the lines of communication open to all parts

of the country and thereby facilitate colonization, forma-
tion of rural cooperatives, private investment in agri-
cultural development and the fcrmation of democratic

local government institutions through improved accessibility
of municipal and central governments to the citizens
especially in rural areas.

FAA 8§, 281 (b).

The program is designed to meet the transportation needs
of the people.

UNCTLAGSIFIED
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32. FAA 601 (a
The loan will contribute:

(a) to the flow of international trade through proper
maintenance of the highways linked with the Inter
American Highway and with the major parts of the
country.

(b) to foster private initiative and competition by
providing better access to existing and new markets
for agricultural and industrial products, and by
the reduction of transportation costs.

(c) to facilitate the development and use of cooperatives,
credit unions, and savings and loan associations, by
facilitating communications between the capital and
outlying rural districts.

(d) not applicable in view of the nature of the loan,

(e) to improvement in technical efficiency of industry,
especially agro-industry, agriculture and commerce
by improving road conditions and maintaining access
between producers of agricultural products, processing
plants and the consumer or harbors from which products
are exported.

(f) not applicable in view of the nature of the loan.

33. FAA 8. 619

Cogta Rica is not a newly independent country.

34, FAA 8. 251 (h)

This activity is consistent with the findings and recom-
mendations of the Inter~-American Committee for the
Alliance for Progress.

35. FAR 8. 251 (q)

Improved communications through improved highway maintenance
should assist the development of cooperatives in Costa
Rica.
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UNCLASSIFIED
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FAA 8, 209, §. 251 (b) (8)

Improved communications and transportation resulting from
improved highway maintenance should increase trade with
other Central American countries and otherwise strengthen
regional ties thereby contributing to the economic and
political integration of Central America.

Ioan's Effect on U.S. and AID Program

37.

2N

38.

39.

40.

41.

FAA 8§, 251 (%) (W: 5. 102

US $6,185,000 of the loan proceeds will be used for direct
financing of procurement of goods and services from the
United States under standard AID procedures; hence the loan
will have a favorable impact on the US economy. As a result
the US proportion of Costa Rican imports will be improved
and permanent trading relationships strengthened, which
should have a favorable effect on the US balance of pay-
ment position. The remainder of the loan, to be used for
financing local costs, will be subject to special Letter

of Credit procedures assuring that the dollars used to
generate local currency will be spent in the United States,

FAA 8. 601 (b)

The loan will significantly increase US exports to Costa
Rica and will provide for private US consultant services.
Thus US private trade and possibly investment in Costa
Rica will be facilitated.

FAA §. 601 (d)

All engineering and professional services financed by the
loan will be provided by US and/or Costa Rican firms.

FAA 8, 602.
Loan agrcement and implementation letters will include
express provisions for US small business to have the op-

portunity to share equitably in the furnishing of goods
and services financed under the loan.

FAA 8. 620 (h)

Loan agreement will expressly provide thereagainst.
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FAA 8. 621

Technical assistance financed by the loan will be provided
as professional services from private US enterprise on a
contract basis. Costa Rican firms will also be eligible.

FAA 8, 252 (a)

The loan is to a public borrower; however, the total
US $6,185,000 of the dollar loan proceeds will be used
to purchase imports and services from private US
entittes except to the extent of possible procurement
of US excess personal property.

Ioan's Compliance with Specific Requirements

44.

45.

46.

47.

48.

FAA §. 201 (d4)

Interest rate of loan will be 2% per annum during grace
period and 3% per annum thereafter,

FAA &, 608 (a)

The loan agreement will include express provisions for
use of US Government excess personal property to the
extent reasonably feasible.

FAA 8§, 604 (a), ~pp 8. 108

All proceeds of the loan will be spent for procurement from
the United States either by direct financing or by special
Letters of Credit,

FAA 8. 604 (b)

The loan agrcement and implementation letters will expressly
provide against the financing of commodity procurement in
bulk at prices higher than adjusted US market prices.

FAA 8§, 604 (d)

The loan agmement will expressly provide that if Costa Rica

discriminates against US marine insurance companies, marine

insurance on commodities financed by the loan must be placed
in the United States.

UNCLASSIFIED
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55.

56.

57.

58.
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FAA 8., 604 (e)

Loan proceeds will not be used to finance off-shore

procurement of agricultural commodities.

FAA @8. 611 (b) App. 8. 101

Loan proceeds will not be used to finance water

and water-

related land resource construction projects or programs.

FaA 8. 611 (c)

Loan proceeds will not be used to finance construction.

FAA 8, 620 (q)

Loan will not provide funds for compensation of
owners. '

FAA 8§, 612 (b); 8§ 636 (h)

The GOCR will include in its annual budgets the
funds to meet all local costs of contractual US
services. Dollar costs of contractual services
paid out of loan proceeds.

App. §. 104

No loan funds will be used to pay pensions, etc.

military personnel,

App. 8. 111

land

required
consultant
will be

for

The regulations concerning loyalty and security clearance
for US contractor personnel will be complied with.

App. 8. 112

The loan agreement will contain a provision for AID ap-
proval of all contractors and contract personnel.

App. 8. 114

No loan funds will be used to pay U.N, assessments.

App, 8. 115

Regulation 7 will be applied.

UNCLASSIFIED



59.

60.

61.

UNCLASSTFIED
ANNEX IT, Page 30 of 51

FAA 8, 636 (i)

No loan funds will be used for this purpose.

App. §, 401

No loan funds will be used for this purpose.

FAR 8., 620 (k)

Loan funds will not be used for construction of productive
enterprise.

UNCLASSIFIED



QILAISSYIONN

GROWTH OF ECONOMY, PUBLIC EXPENDITURES, AND HIGHWAY SECTOR ,1962.1968

(1967 Constant ¢ Millions)

Popu- GOCR GOCR DGV User Total Gas & Vehicle
GNP lation Expendi- Road Expendi- Tax Kms.E/ Diesel Fleet
Year (Mil- tures Invest- tures Receipts (1000's) Consump- (1000's)
lions) ment 2 tion
Million
Gals,
1962 3,364 1.3 475.3 23.4 22.7 43.4 3.5 24.0 36.5
1963 3,578 1.4 500.3 33.4 32.0 51.9 4.3 25.7 38.5
1964 3,586 1.4 539.3 40.4 40.0 61.6 5.4 28.3 41.5
1965 3,949 1.5 605.1 43.5 50.5 *62.3 5.6 30.2 47.0
1966 4,225 1.5 698.1 48.1 32.0 76.1 5.7 35.1 55.1
1967 4,465 1.6 751.3 64.4 56.6 74.2 5.9 38.0 60.4
1968 E/ 4,786 1l.6 785.8 62.6 47.3 75.2 6.1 40.9 66.3
Average annual
rate of growth 6.1% 3.1% 8.7% 17.9% 13.1% 9.6% 9.6% 9.3% 10.4%

Source: USAID/CR and DGV

a/ Including foreign financing

b/ Paved and gravel roads

Ey Estimates

QILIISSVIONN

T Jo T 9%88d ‘T 2IqTuXy
TS Jo TE @#88d ‘II XANNY



QITIISSYIONN

GROWTH OF ECONOMY, PUBLIC EXPENDITURES, AND HIGHWAY SECTOR , 1962-1968

(1962 = 100, Constant ¢ of 1967)

GOCR GOCR DGV User Gas &
Year GNP Popu- Expendi- Road Expendi- Tax Tota%/ Dieszl Vehicle
lation tures Invest-~ tures Receipts Kms ,— Consump- Fleet
ment 2 tion
1962 100 100 100 100 100 100 100 100 100
1963 106 1Cc4 105 143 141 120 120 107 105
1964 107 107 114 173 176 ' 142 153 118 114
1965 117 111 127 186 223, 144 158 134 129
1966 126 115 147 206 229 175 161 147 151
1967 133 118 158 275 " 249 171 166 158 165
1968 142 120 165 268 209 173 173 171 189/
Source: USAID/CR and DGV
a/ Including foreign financing.
b/ Paved and gravel roads.
c/ Based on DGV estimate. i
&
o
[l
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o
g
o
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o
Y
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VEHICLES IN CIRCULATION IN COSTA RICA, 1967 &/

Average Annual

Number % ef Total Growth Rate,
1962 - 1967
%

Pagsenger Cars 18,271 30.1 11,8
Station Wagons 3,947 6.5 8.8
Jeeps 7,554 12,5 10,2
Buses . 2,215 3.7 10.1
Motorcycles 11,432 18,9 9.4
Subtotal: Passenger vehicles 43,419 71.9 10.5
Trucks W 13,678 22,17 11.8
Other &/ 3,256 5.4 7.4
Subtotal: Freight Vehicles 16,934 28.1 10.9
TOTAL 60,353 100, 0 10.6

Source: Auto Transport Administration,

Includes pickups, panels, trucks, trailers.

S

Agricultural vehicles and heav construction equipment, such as motor graders,
tractors, ctc.

UNCLASSIFIED -



QELATSSYIONN

UNIT MAINTENANCE EXPENDITURE ON NATIONAL, REGIONAL AND IDE ROADS,

1966-1968, AND PROJECTED COSTS, 1969-1971

1966 1967 1968 1969 1970 1971 1972
Maintenance expenditures (¢ mlllions)a/ 7.1 6.6 7.2 13.1 16.6 16.4 16.4

No. of Kms.P 2,253 2,355 2,5555/ 2,610 2,665 2,720 2,775
Colones per Km. 3,151  2.803 2,818 5,019 6,228 6,029 5,909
US$ per Knm. 474 422 421 755 937 907 889
USS per mile 763 679 678 1,215 1,508 1,460 1,431

1 _

BPR recommended expenditure per mile.hd-/ US$1,442
US {maintenance costs, per mile &
Gravel roads (3 states) 951
Bituminous (7 states) 1,125
£/

Recommended maintenance expenditure —
On Inter-American highway, per mile

Guatemala 1,812
El Salvador 1,506
Honduras 1,477
Nicaragua 1,702
Costa Rica (1, 408)g/

Source: Annex IV.
No. of new kilometers for 1969-1973 projected by dividing total number of new kilometers estimated for
1969-1973 (273) by five.

Increase a result of DGV assuming responsibility in 1967-1968 for 220 Km of IDB feeder roads.
Weighted average of BPR recommendation of US$1,529 for National-Regional roads (88%) and US$805 for
IDB feeder roads (12%).

Source: BPR, Highway Maintenance in Costa Rica, May, 1968.

Estimated by International Road Federation in 1960 for 1560-65, cited in BPR.

Does not include seal treatment,

T 39 16 T T
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Costs Resulting from Vehicle Overloading

Data does not exist on the increased costs of maintenance and construc-
tion resulting from vehicle overloading, largely because of the
difficulty of separating out the various factors that contribute to road
deterioration. The American Association of Highway Officials (AASHO),
however, has devised a series of "equivalence factors" for purposes of
road design. These factors give, for the observed or projected traffic
on a road, the equivalent number of 18,000-1b-loaded axles (roads are
designed for weight per axle, rather than weight per vehicl@.l/ For
example, on a flexible pavement, a 36,000-1b-loaded single axle is
equivalent, in terms of its effects on the pavement, to twenty-four
18,000-1b-loaded axles; that is, the equivalence factor for a 36,000~
lb~loaded axle is 24 (it is exactly 24.2). Although the loaded axle

in this example carries only twice the weight of an 18,000-lb-loaded
axle, its effect on the pavement is as if twenty-four,rather than two,
18,000-1b-loaded axles had passed over it. 1In short, the relationship
between increase in the load on an axle, and its equivalence to number
of 18,000-1b-loaded axles is exponential. (Coincidentally, the maximum
legal load permitted on a single rear axle in Costa Rica is about
18,000 1ibs.) ’

Through these equivalence factors, data on vehicle overloading could be
converted into traffic forecast data, for purposes of estimating the
effects of such overloading on the life of the pavement. That is,
overloading has the same effect as uncounted or underestimated traffic,
which submits the road to greater levels of traffic than it was de-
signed for, and therefore causes premature deterioration and requires
earlier reconstruction than was expected. The cost of undertaking this
construction prematurely can be taken as a proxy for the costs incur-
red by vehicle overloading--a measure which is conservative, since it
does not include the increase in annual maintenance costs due to the
overloading.

An idea of the effects of vehicle overloading in Costs Rica -~en be
obtained through use of the AASHO equivalence factors (see acccmpanying
table). In Central America, the maximum legal weight of a loaded
gingle-rear-axle truck is about 27,000 lbs--with a maximum o 18,000

1bs permitted on the rear axle, and 9,000 1lbs on the front axle.
Estimates of the overload of Costa Rican trucks range from 50% to 100%.

1/ "Factors for Reducing Axle Loads to Equivalent Dgily 18-Kip Single
Axle Load Applications, AASHO Interim Pavement Design Guides,"
Machine Tabulation, August 1964. The equivalence factors used in
the example below correspond to Structural Number 1; there is a
series of equivalence factors for each of six structural numbers
but the variance of these factors according to structural number
is small, and not significant for the purposes of the example.

UNCLASSIFIED
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Taking a typical overloaded truck in Costa Rica, it is assumed that
the overload is 70% in total, with 30% of the overload on the front
axle and 704 on the back axle. The front axle then carries a real
total load of 14,000 1lbs, and the back axle, 31,000 lbs. In the
case of the back axle, this means that what is counted in traffic
forecasts for design purposes as an 18,000-1b-loaded axle (the legal
limit), 1s really about twelve 13,000—1b-loaded axles, in terms of
the effect of that axle on the pavement (the equivalence factor of

a 31,000-1b-loaded axle is 12.08). 1In the case of the front axle,
what is counted in the traffic forecast as a 9,000-1lb-loaded axle
(the legal 1limit), is equivalent to six 9,000-lb-loaded axles (the
equivalence factor of a 9,000-1b-loaded axle is .05, and of a 14,000~
1lb-loaded axle is .32).

Single rear-axle trucks account for about at least 30% of tle
average daily traffic (ADT) counted on the roads to be maintained
under the proposed project. Let it be assumed (conservatively)

that 50% of this traffic circulates under the overloaded conditions
described in the above example (i.e. 15% of total ADT). Let it also
be assumed that the average of the equivalence factors for each
overloaded axle in the example above gives a nine-truck equivalent
for each truck counted as one in the ADT (12+642=9). This means
that vehicle overloading is roughly equivalent t- & 120% mistake in
the traffic forecasts on which road design is based (9x15=135+85=220).
That is, real ADT's are 120% more than as calculated. Given the
conservative assumptions underlying this estimation and given the
fact that increased annual maintenance costs due to overloading are
not included, the example provides a graphic picture of the
essentiality of vehicle load control in a modern highway system.

UNCLASSIFIED
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EXAMPLE OF TRUCK OVERLOADING IN COSTA RICA

(1bs.)
Front Rear
_hxle Axle Total
Legal load 8,800 17,600 26,400
overtosa (708) &/ 5,58 12,936 18,180
Total load 1k, 34l 30,536 44,880
AASHO Equivalence Factor 2/ .32 12,08
Equivalence to Number | E/A
of Legally-loaded axles 6.k 12.08

g/ - Assumes TO% of overload on back axle, 30% on front sxle.

h/ - Equivalence to number of 18,000- 1b.-loaded single axles on
flexible pavement.

g/ - Equivalence to number of 8,800-1b-loaded axles.

UNCLASSIFIED
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TABLE GR'-I: ANNUAL COSTS AND DISCOUNTED PREBENT VALUES, DGV
MAINTENANCE PROGRAM, 1970-1978 a/
(¢1,000) i

1 |2 3 4 5 6 7
| Discounted Present Value
[10% || 16% |‘ 20% | |
Nominal |Discount | Present | Discount | Present | Discount: Present.
Year Cost  |Factor |Value ‘' Factor | Value ' Factor . Value
i ol ! ' 4
1970 8/ l | j ? T
1. DGV program costs b/ 8, 399 : i : ! ?
2. DBV project costs 2,221 : i
3. AID proaject costs ¢/ 16,731 . '
Subtotal 27,351 | 27,851 27,361 27,351
1971 : i |
1. DGV program costs 8, 898 :
2, DGV project costs 512 :
3. AID project costs 16,465 ! ; !
Subtotal 25, 875 ’ . 909 . 23,520 870 22,511 ‘. 833 21,554
1974 | |
1. Du¥ program costs 9,297 ! '
2. DGV project costs 120
3. AID project costs 592 i
4, DGV equip. purchase d/ 3, 100 . :
Subtotal 13,109  {.826 10, 828 .756 9,910 . .694 9,098
1973
1. DGV program costs 9,900
2. DGV equip. purch, e/ 3,100
Subtotal 13,000  ,751 9,763 .658 8,559  .b79 7,627
1974 ':
1. DGV program costs 10, 400 ‘ :
2, DGV equip. purch. 3,100 ;
. Subtotal 13, 500 .683 9,220 672 7,722 482 6,507
1975
1. DGV program costs 10, 920
2, DGV equip. purch. 3,100 ’
Subtotal 14,020 . 621 8,708 .497 6,967 . 402 5,636
1976 ; '

1. DGV program costs 11, 466
2, IG V equip. purch. 3,100 ! ‘ .
Bubtotal 14,566 : .564 8,216 | .432 6,292 ,3356 4,899

UNCLASSIFIED: | -~ ,
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1 2 3 4 b 6 7
Discounted Present Value
10% | 16% | 20%
Nominal |{Discouat; Present || Discount| Present Discount| Present
Year Cost i|[Factor | Value Faotor Value Factor | Value
: H | 1

1977 | | | f

1. DGV program costs 12,039 . ! ’

2, DGV equip. purch, 3,100 : i ‘

Subtotal 15,139  |.513 7,766 .376 : 5,692 ; .279 | 4,223 |
] ' i

1978 f ; : f

1. DGV program costs 12,641 : ! : |

2. DGV equip. purch. 3,100 | | ! | )

Subtotal 15,741 .467 ! 7,351 | 321 6,147 . .233 3,667 |,

Subtotal (Positive Costs) 152,301 112,720 . . 100,148 90,44}

1979 (Salvage Value) g/ _ ” H ; ! ! ;

1. 1970 equip. costs ~-837 ; , | | ' !

2. 19T\ equip. costs -2,058 { ' 1: '

3. LyJ& equip. costs - 775 ; z : ; i

4. 1973 equip. costs -1,163 ; ! i : ¥

5. 1974 equip. costs -1,550 : i | iy

6. 1975 equip. costs -1,938 ; 1 i

7. 1976 equip. costs -2,325 | i

8. 1977 equip. costs -2,713 3 i

9. 1978 equip. costs -3,100 , ' K

Subtotal (Negative Costs) -16,459 .424  -6,978 .284 r -4,674 . 194 -3,193

GRAND TOTAL 134, 342 | 108, 742 95,47 L 87251

! |

a/  Analysis is extended until 1978 because the average useful life of the project equipment is assumed
by the BPR to be roughly eight years. Although 1970-1978 covers nine rather than eight years, it
is ageumed that because of procurement and shipment delays, equipment will not be in full use until
the second half of 1970.

a'/ Project costs for 1969 are added to 1870 project costs, so as to make 1970 Year #1 of the proje~t.
Costs for 1969 are expected to be inourred, at best, in late 1969.

b/  Item #1 always refers to additional maintenance operating costs due to the AID project--~that is,
above and beyond what the DGV would have normally spent for maintenance. These figures ex- -
clude: DGV project-related costs, which are shown in item #2. Cost estimates are taken from

Annex IV-1to thefinancial section, in which it is assumed that DGV annual operating costs for
maintenance would be €7 million without the proposed project.

e/ ¢olon equivalent at ¢6.66 per dollar.

d/  Although this purchase is not part of the project costs, it is a necessary feature of the DGV

equipment replacement program started with the proposed project. This purchase is also a condi-
--footnotes continued ---
UNCLASSIFIED
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tion precedent ot the second disbursement.

DGV annual maintenance equipment replacement expenditures are projected at the same level as
the 1972 purchase (¢3.1 million). This amount is almost equal to the average annual replace-
ment that would be necessary on the project equipment, assuming an eight-year average life,
and 12, 5% annual depreciation. (US$3900 divided by 8 = US$487,000, multiplied by ¢6.65 =
¢3.2 million.)

DGV expenditure projections for the proposed project Rnd in 1973. Additional DGV operating
costs for maintenance for continuing this program are estimated by AID to increase at 5% per
year - the same rate of increase for 1970-1973. A constant increase will be necessary, more-
over, due to the projected compietion of new pavement under foreign-financed construction prog-
rams (see Annex 1Iy-5), This rate of increase is not unconservative, in view of
the 13.1% annual rate of increase of (constant) DGV expenditures over the 1962~1968 period.
According to BPR estimates, an average useful life for the project equipment is eight years.
The salvage value of the 1970 purchase 18 assumed to be 5% of total cost, and the depreciation
rates applied to the successive equipment purchases are 12.5% per year.

UNCLASSIFIED



- AVERAGE USER COSTS PER 1000 KM (without taxes)

(Colones of 1968)

QITATSSYIONN

Average Averaze Maintenance Correction
Type of Vehicle Speed 2/ Grade 2/ Fuel®” Lubricantsd’ Tires®’ Depreciationll’ Factor for Total
(Km/h) %) partsf/ LaborB/ _ Curves 1/ ~
- 37
I - PAVEMENT =
k/
1. Automobi €~ 56 4 33.49 3.30 9.62 8.46 1.56 45.85 27.44 129,72
2. Autobus E' 40 4 64.93 6.96 33.26 114,13 4,72 129.68 16.65 370,34
3. Pick-ug/— 56 4 49,36 4,66 10.24 21.29 1.93 85.43 21.57 204.48
. 4, Truck — o/ 48 a 63.13 6.75 36.97 82,19 5.09 75.87 ?0.93 290,93
5. Tractor-trailer — 40 1 166,64 10.38 62,42 159.74 8.08 346.60 18.45 772.81
- P/
I1 - GRAVEL —
1. Automcbile 18 6 18.03 4,00 30.51 11,69 2,25 61,13 25.40 183.01
2, Autobus 40 6 90.495 8.20 138.30 238.64 9.01 166.01 12,66 663.77
3. Pick-up 48 6 69,26 6.00 30.40 33.04 1,91 144,99 19,39 304,99
4, Truck 40 6 91.32 8.20 118.58 145.42 8,01 110.65 17.03 500.21
5, Tractor-trailer 32 6 320,73 12.56 248.24 292,35 14.84 512,37 18.53 1420.62
L

Source: Planning Department, Ministry of Transport.
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QETLISSYIONA

FOOTNOTES TO TABLE CB -11, AVERAGE USER COSTS PER 1000 KM

a/ Average speeds on Costa Rican roads as calculated by Planning Department in 1961,

b/ Average grade in Costa Rica, as calculated Ly Planning Department.

c/ Based on per/gallon prices of ¢1.58 for gasoline (without taxes), and €1.10 for diesel.

Average fuel consumption factors taken

from Jan de Weille, Quantification of Road User Savings, World Bank Occasional Papers No. 2, 1967.

d/ Average lubricant consumption based on Jan de Wellle, and multiplied by prices of

e/ Based on the following tire prices and wear factors:

¢10.97 per gallon,

. Type of Vehicle Cost of Set of Tires ¥ear Factor per 1000 Km
Auto ¢ 740 i .0520
Bus 3,630 .0550
Pickup 880 .0466
Truck 3,630 .0611
Traller 13,330 .0657

1/ Fixed percentages of depreciation, as recommended in Jan de Weille.

&/ Idem.

h/ Purchase value (without taxes) minus salvage value minus tires, divided by useful
1/ Factors taken from Jan de Wellle,

J/ Largely asphalt pavement, 1178 Km.

life, multiplied by a factor based on speed.
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QITIISSYIONA

CONTINUATION FOOTNOTES TO TABLE CB - II: AVERAGE USER COSTS PER 1000 KM

- k/ Vehicle analyzed was a medium-size Opel.

1/ vehicle analyzed was a 40-passenger Chevrolet bus,

m/ Vehicle analyzed was 3/4-~ton Chevrolet pickup.

n/ Vehicle analyzed was 4 1/2-ton Chevrolet truck (9-ton gross weight).
2/ Vehicle analyzed was 12-ton Magirus Jupiter (25-ton gross weight),

Pp/ All weather gravel roads, 1157 km.
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QETIISSVIONN

USER SAVINGS RESULTING FROM MAINTENANCE
(Colones of 1968)

1 2 3 4 3 6 7 8
User costs  Correction User savings  Average annual Vehicles in  Total annual Annual vehicle Adjusted annual
TYPE OF VEHICLE on good factor for due to mainte- vehicle-kms circulation vehicle-kms, km -on project vehicle kms on
roads per bad roads nance, per per type of 1966 1966 roads, 1966 project roads
vehicle-km b/ vehicle -k vehicle, 1960 e/ (¢4 x #5) (km millions) (km millions)
a/ (71 x £2) & d/ (km millions) i ;
PAVEMENT
1. Automobile .12972 0.205 . 0266 13,000 27, 154,_f/ 353 166 140
2. Autobus .37034 0.396 . 1466 35,000 2,058 72 33 38
3. Pickup . 20448 0.246 . 0503 7,000 7,7618/ 54 25 32
1. Truck . 29093 0.359 . 1041 12,000 1,2590/ 51 24 31
5. Tractor-Trailer . 77281 0.419 .3238 60,000 267/ 16 7 14
Subtotal 546 255 255
GRAVEL
1. Automobile . 18301 0,203 L0375 3,000 27,154 81 39 39
2, Autobus . 66377 0,396 . 2628 25,000 2,038 31 24 24
3. Pickup .30499 0.246 L0750 7,000 7,761 54 25 25
4. Truck ) .50021 0.359 . 1796 24,000 4,259 102 51 51
5. Tractor-Trailer . 142062 0.419 3952 3,000 267 1 0.5 0.5
Subtotal 289 139.5 139.5
TOTAL 835 394.5 394.5
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a

FOOTNOTES TO TABLE CB-III: USER SAVINGS RESULTING FROM MAINTENANCE (Colones) .

a.,

b.

d.

Fiiures arc per 1000-km totals from Table CRB-11 divided by 1,000.
It is assumed that user costs on poorly-maintained paved roads are half the difference between user costs on well-maintained
paved roads and well-maintained ¢ravel roads. For example, the correction factor for autos was arrived at in the following
manner:

. 18301
-.12972
.051329 x 1/2 = .02661 x 1

— 205
agrz - 02°

"The same correction factors were used for gravel roads.

That is, cost increasce per vehicle-km owing to change Irom poorly-maintnined to well-maintained roads. These fipgures are
arrived at Ly the multiplication of column 21 fijures by Column #2 figures, indicated in the column heading by (#1 x #2),

Soyrce: Departrent of Planming, Ministry of Transport., [igures basced on questionnaires sent by Department of Planning
to all vehicle owners in 1960, to which the response rate was 2,87, 1t is assumed that these average vehicle-km figures

do not vary sagniticantiy during such a six-year period,

Year 1969 1s last vear lor which such data avatlable on per-vehicle basis, Division of figures for each type of vchicle
between paved and gravel roads prevents doable-counting in the multiplication of the tollowing column.,

Source: Auto Transport Admimistration, Ministry of Transport,  Year 1966 1s last year for which data available to this
degree of detarl.

Also includes jeeps and station wiprons, tor purnoses of arriving at aser savings fipgures that reflect total vehicles in
circulation., Uscr costs for jeeps amnd station wigons are similar to those tor automobiles. Automobiles are 60% of this
total.

Also includces panels, for sauwe reasons cited in footnote above., Pickups are 709 of this total,

Vehicle cost fipures reler to 2-axle trucks, but total includes tandem-axle trucks. Two-axle trucks are 96% of this total,
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CONTINUATION FOOTNOTES TO TADLE CB-I1I: USER SAVINGS RESULTING FROM MAINTENANCE (Colones)

i.

Vehicle-cost figures reler to 2-axle tractor/tandem semitrailer, but total also includes 2-axle tractor/single-axle scmitrailer,

tanden truck/single-axle trailer, tandem tractor/single-axle semitrailer, tandem tractor/tandem scmitrailer. Two-axle tractor/
tandem semitrailers account for 66% of total tractor-trailers.

Column #6 results were checked against more recent Ministry of Transport data based on averapgec km/gal data from 1960

questionnaire referred to above. Km/gal fijjures corrected to 196G in accordance with Department of Planning estimates of
changes in average vehicle size during the 1960-19G6 period:

Type of Vehicle Average km/gal
1960 1966 3
Auto 26.9 32.0
Bus 15.5 16.0
Pickup 20.4 20.4
_ Truck 16.0 18.0
Tractor-trailer 12.0 12.0

Total weighted average

27.0 (weighted by number of vehicles of each type in 1966-—
Sec column 5)

A total vehicle-km figure for 1966 was obtanined by multiplying the 27 km/gal {igure by the total amount of
consumcd in transport in 1966-—-25.37 million gallons--to obtain a result of 685 million total
was not yet refined in Costa Rica,; Department of Planning estimates that 787 of
and that 26% of total diescl imported 1s consumed in transport.

gasoline and diesel
vehicle kms. (In 1966, gasoline
total gasoline imported is consumed in transport

Because the Ministry total for 1966 (G#5 vehicle-kms) was less than the results obtained by multiplication in column #6 (83:5vehicle- {
kms), column 27 adjusts downward the column =6 results, in accordance with the Ministry totals. A further downward adjustment is P
made in accordance with MNinistry data on totals for national-regional-IDE roads only (395 vehicle-kms). The weights used to i
divide these vehicle-knm figures between the different types of vehicles and pavement for national-rerional-IDB roads are taken
from the total vehicle-km calculation. lor 1966, total vehicle-kms in Costa Rica were 685 million, of which 395 million represents

traffic on national-regional-IDD fecder roads, 250 million on city streets, and 40 million on feeder roads.
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CONTINUATION FOOTNOTES TO TABLE CB-111:

USER SAVINGS RESULTING FROM MAINTENANCE (Cclones)

k.

Column #7 was further adjusted to account for the fact that the percentage share of automobiles in the total on paved roads
scexed unduly high (65%) tn view of Ministry of Transport counts, which usually record a percentage of approximately 55%
passenger vehicles (not including buses) on paved roads. ln column #8, therefore, column #7 figures were adjusted so as to
make the automobtle figure 55% of the total; the remaining vehicle-mileage was divided between the other categories in

accordance with a rough estimate of the distortions in column =27,
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‘TONTINUATION #1) YEAR 1966 AND PROJECTED
1/
NOMINAL USER SAVINGS ON WELIL MAINTAINED ROADS, 1970-1973"

(19G8 €1,000,000)

QITITSSYIONN

o 10 11 12 13 11 15 16 17
1966 1970 1971 1972 1973
TYPE OF VFEHICLE (23 . =8) Factor Value Factor Value Factor Value Factor Value
(29 .210) (29 . 212) (29 . #14) (29 . #216)

1 PAVEMENT
1. Autorobile 3.721 1.427 5.314 1.560 5.8090 1.705 6.349 1.864 G6.941
2. Autobus 5.570 1.370 7.630 1,483 K.260 1.604 8.934 1.736 9.669
3. Pickup 1.690 1.366 2.197 1.476 2.174 1.596 2.567 1.725 2.775
4. Truck 3.236 1.366 4,120 1.176 3.776 1.596 5.164 1.725 5.582
5. Tractor-Trailer 4.533 1.366 G.192 1.176 6.690 1.596 7.234 1,725 7.819

I GRAVFEL

1. Autorobile 1.462 1,427 2,086 1.560 2.280 1.705 2.492 1.864 2.725
2. Autobus 6.307 1.370 H.610 1,183 5.153 1.604 10.116 1.736 10. 948
3. Pickup 1.875 1.366 2.561 1.176 2.767 1.596 2,992 1.725 3.234
4. Truck 9.159 1.366 12,511 1.476 13.518 1.596 14.617 1.725 15,799
5. Tractor-Trailcer .029 1.366 .039 1.476 .042 1.596 .046 1.725 .050
TOTAL 51.590 55.869 60.511 65,542
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FOOTNOTES . _ _ .. (CONTINUATION #1)

1/ The growth factor used to project the vehicle-kms. through 1978 could have becn based elther on historic rates of

growth of vehicles in circulation, or on historic rates of growth of total annual vehicle-kms. (the latter is to

a great extent a function of the former). The average annual rate selected was that for growth of vehicles in
circulation because (1) it was one-to-two percentage points lower than the rate for total vehicle-kms. (see table
below), (2) because tie basic figures {or vehicles-in-circulation were more directly obtained than those for total-
annual~-vehicle-kns., and therefore nore reliable as a base for projection, and (3) because the different rates of
growth for each type of vehicle could be computeddirectly irom the vehicles-in-circulation data, thus giving =
user-saving estimate for each type of vehicle, whereas the compution of thesc different rates from total-vehicle-
km. data would have to be based on estimated weights,

The projection rates for the various types of vehicles were based on observed growth rates for the 19539/61-~1966/68
period; these rates were generally lower than those observed for the 1950/52-1966/68 period, and for the 1963/65-1966/68

period. The rate for automobiles was 9,3%; for buses, 8,2%, 6 for pickups, 8.1%; for trucks, 8.1%; and for tractor-
trailers, 8,1%.

AVERAGE ANNUAL GROWTH RATES (%), 1950-1968

a/ b/
Autos Buses Trucks Total Vehicle Kms.
1950/52-1966/68 10.8 7.1 10.5 n.a.
1959/61-19566/68 9.3 8.2 Shl 10.0
1963/65~1966/68 14.5 10.3 14.9 12.3

Source of Ruw Data: Auto Transport Direction, Ministry of Transport.
a/ Includes pickups, trucks, and tractor-trailers,

E/ On national-regional-IDB feeder roads only. Terminal dates are 19G4/66, rather than 1966/68.
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(CONTINUATION #22):

PROJECTED NOMINAL

USER SAVINGS ON WELL-MAINTAINED ROADS,

1974 - 1978
(1968 1,000 ,000)

18 19 20 21 22 23 24 25 26 27
TYPE OF VEHICLE 1974 1975 1976 1977 1978 .
Factor Value Factor Value Factor Value Factor . .Value Factor Value
(29 #18) 2,358 (#9 . =20) (24 . 222) {(#9 . #24) (#9 . %26)
I PAVEMENT
1. Automobile 2.037 7.585 2,226 K.289 2.433 9.060 2,660 9,905 2.907 10.825
2. Autobus 1.8/0 10,460 2,033 11.323 2.199 12,248 2.380 13.256 2.575 14.342
3. Pickup 1.865 3.000 2.016 3.243 2.180 3.507 2,355 3.789 2.546 4.096
4, Truck 1.865 6.035 2,016 6.523 2,150 7.054 2.355 7.620 2.546 8.238
5, Tractor-Trailer 1.865 8,454 2.016 9.138 2.18C 9,881 2,355 10.675 2.546 11.541
11 GRAVEL
1. Automobile 2.037 2,978 2,226 3.251 2.133 3.557 2.660 3.888 2,907 4,250
2. Autobus 1,878 11.841 2,033 12.m22 2.199 13.869 2.380 15.010 2.575 16.240
3. Pickup 1.865 3.196 2.016 3.780 ?2.180 1.087 2.355 4.415 2.546 4.773
4. Truck 1.865 17.081 2,016 18.164 2,180 19,966 2.355 21.569 2.546 23.318
5. Tractor-Trailer 1.865 S L0541 2,016 .058 2,180 .063 2,355 .068 2.546 .073
TOTAL 70.987 76.891 83.292 90.195 97.696
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PROJECTED USER SAVINGS ON WELL-MAINTAINED ROADS,
NOMINAL AND DISCOUNTED VALUES, 1970-1978
(1968 ¢1, 000, 000)

QETATISSVIONN

1 2 3 4 5 6 7 8 9
Adjusted
Total 10% Discount 15% Disoount 20% Discount
Total a/ Nominal Factor Present Factor Present Factor Present
Nominal Correction Saving Value Value Value
Year Saving Factor b/  (#1 x #2) (#3 x #4) (¥3 x #6) (#3 x #8)
1970 51. 580 .30 15. 477 1.000 15.5 1.000 15.5 1.000 15.56
1971 55. 889 .50 27.935 . 909 25.4 . 870 24.3 .833 23.3
1972 60.511 .76 42, 397 . 826 34.9 .7156 2.0 . 694 29.4
1973 65. 542 .90 58.988 .751 44.3 .658 38.8 . 979 4.2
1874 70.987 1.00 70.987 . 683 48.5 : .D72 40.6 . 482 34.2
1975 76.894 1.00 76.894 . 621 47.8 . 497 38.2 . 402 30.9
1976 83.292 1.00 83.292 . 064 47.0 .432 36.0 . 335 27.9
1977 90, 195 1.00 90. 195 . 513 46.3 .376 33.9 .279 25.2
1978 97.696 1.00 97.696 . 467 45.6 . 327 31.9 .233 22.8
Total (Discounted Present Value): 355.3 291.2 243.4

a/ Totals from columns #11, 13, 15, 17, 19, 21, 23, 25, 27 of Table CB-II.

b/ It is assumed that it will take four years to change maintenance conditions from bad to good on all the mileage
covered by the proposed project -~ because of the phased disbursement, estimaied delays in equipment arrival,
and the normal time period necessary to improve maintenance conditions over a considerable amount of mile-
age. It was therefore assumed that 30% of the projected user savings from improvement of maintenance from
bad to good will accrue in 1970, 50% in 1961, 70% in 1972, 90% in 1973, and 100% in 1974.

3/24/69

AATATSSYTONN

T 30 4T 838d ‘S 3TqTIUXd
TG 30 TS 9884 ‘II XANNY



UNCLASSIFIED
AID-D1C/P-817

ANNEX ITII, Page 1 of 13
Exhibit 1, Page 1 of T

November 23, 1968

Ing. José Joaqufn odrfguez
Minister of Transportation

Ministry of Tranaportation
San José, Costa Rica

Dear Mr. Minister:

For several months officials of the Government of Costa Rica, Bureau of
Public Roads and the Agency for Internsational Development have worked together
with tho objeotive of reaching an agreement on the appropriste bases for the es-
tablishment of a program of road maintenance, Preliminary discussions have
proved quite fruitful and the foundation has bean establighed for the submission
of a formal loan application by the Governmsent of Costa Rica.

Such loan spplication should summarize the underlying ressons for the loan
request and the general purpose of the Joan and ahould indicate the dollar amount
requested, broken down into amounts required for U, 8. procurement and tech-
nioal assistance; it should also indicate the proposed oontributions of the Govern-
ment of Costa Rica to the Project. The attached Table, which was imsluded in the
Intensive Review Request referred to below, may be used as a guide {n preparing
the application.

Furthermore it would be most useful if a statement is tneluded in the loan
application that the Governmeat of Costa Rica proposes to take the following ao-
tions:

1 The Government of Costa Rica will make provisions in its annual budget to
fund the local costs of the project totalling $11.4 million equivalent for the
three-year period 1869-1971, as well as an additional $0. 8 million for
equipment purchases in 1970 - 1871,

2) The Government of Costa Rica will inake available periodic contributions

to the Projoct as needed for the continuing maintenance of squipment pur-
chased and for the continuing operation of the maintenance program.

UNCLASSIFIED



UNCLASSIFIED
ANNEX TII, Page 2 of 13
Exhibit 1, Page 2 of 7

Ing. Jos& Joaqufn T xdirfgnez Novemher 22, 1163

3) The lovernment of Costa Rica wil' inake availible agequate funds to carry
on tha equiprient replacement and the procurement programs on a continu-
ing basis after the campletion of the project,

4) The Gevernuent of Costa Rica will give maintenance operations priority
over road construciion, and maintenance will have firast call on the Minis-
try of Transportation funds.

8) The Government of Costa Rics will ensure adherence to the general priori-
ties for maintenance in accordance with a previously established schedule
which ia to be prepared by the Ministry of Transportation and approved by
A,LD,; such listing will be based upen the fellowing descending order of
priority: National and Regionsal Highwayas, IDB “nanced feeder roads, and
roads including thoso under the cooperntiva feeder road agreemants with

loocal governments.

6) The Governmeant of Costa Rica will engure that all major reconstxruction and
new coustruction work above certain cost limits mutunlly agreed upan be -
tween the (overnment of Costa Rioca and A, L D,, will be exocuted ou a con-
traot baals.

7) The Government of Costa Rica will present to A, L D, an operational plan
to enforcee vehicle weight and dimension limitations and control of off~road
vehiclea on the Costa Riean highway nstwork inpluding passage of the neces-
sary legislation to enforce penilties and prohibit circulation of overwaight
vehicles.

During preliminary diacussions with Measrs. Black and Bushnell you indi-
oated your satiafaction with the substance of the Intensive Review Requeast sent to
Wasghington on Octobar 28, 1988, It weuld be mont useful if you would encloso in
the formal loan application & statement of cononrrence with thtg docwunent.

With refarence to Item 8 above wo wi.sh te bring to your attention the state-
ment on page 3 of the IRR which stutes, 'R ls considered desirable to 1iinlt the
functions of the Maintenanse Departinent to maintennance uperations and the Minia-
try to award all construation to qualified contructors selectsd by competitive
bidding".

In our discussions thle general policy has been found to bo mutually nccept-
able. However, wo reilive that there itre some job+ ol small slze which would
not be of Interest to even a snmiall contractor and for which foroe account construc-
tion by the Highwuy Depariment would be considered ucceptable. Your suggestions
as to the scope and limits of force account construction will be appreciated.

In conclusion we wish to hring to your attention that we are still awaiting
the sections of the Cupital Agaistance Paper which the Ministry of Transportation

UNCTASSITTED
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Ing. José Joaqufn : wirfguez aoveinber 22, 1968

has agreed to fu) »ish. It is our understanding that much of the required infor...a-
tion has already .een prepured by the Ministry's work group. Therefore, we
would appreciatc your arranging the proimpt transmittal of the material already
prepared to this ./dission and the completion of the halince at the earliest possible
date.

SBincersly yours,

Robert B, Black
Director
U.S. A.L D, /Costa Rica

Drafters: H. Smolkin
E. A. Schlomann
C. N. Strong

Clearances: E. A,
w. E.
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TRANSLATION of Letter received December 16, 1968

San José, 11 December 1968

Mr, William E. Schaefer
Director

AID Mission in Costa Rica
American Embassy

San José

Dear Mr. Director:

In the name of the Government of Costa Rica, I make a formal request to
the Agency for International Development for a loan in the amount of US$4, 18
million to be used in financing a maintenance program of National and Regional

Highways and Feeder Roads.

The program will be initiated in 1969 with an execution period of three years
and will comprise the following:

1. Maintenance works of National and Regional Highways.

2, Maintenance works of Feeder Roads constructed by the Ministry of
Transports with financing by the Inter-American Development Bank,

3. Acquisition of maintenance cquipment.
4, Purchase of repair parts for maintenance equipment,
5. Acquisition of equipment for shops.

6. Iniprovement of maintenance installations.
7. Construction of new installations.
8. Technical assistance.

The project has a total cost of US$12,22 million, of which the expenditures
in foreign money are estimated at US$4. 69 million and the expenditures in local

UNCLASSIFIED
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currency at US$7, 53 million, The Government of Costa Rica will contribute US
$8.04 million and the IAD loan will finance US$4. 18 million.

A breakdown of local and foreign costs of the project is shown in the attach-
ed Table #1.

This project is justified for the following reasons:

a) During the last years a noticeable deficit has accumulated in the main-
tenance of National and Regional Highways because the maintenance
equipment of the Ministry of Transports is in bad operating condition.

b) In accordance with comn:itments with the Inter-American Development
Bank, the Ministry has been recently obligated to provide adeguate
maintenance to Feeder Roads constructed with foreign funds.

c) The cost of operation of old cquipment obliges the Ministry to divert
large sums of money for repair of same, which is urgently nceded for
y ) Y A
the maintenance operations,

d) The shops need to rencew their equipment and acquire new units in order
to give cfficient service.

e) There is a nced to improve and build new installations to give better
distribution of maintenance operations through-out the country.

f) To obtain greater cefficiency in the maintenance operations it is neces-
sary to train the professional and semi-professional personnel who
will be in charge of the technical divection of the maintenance prog-
rams.

The loan funds will be exclusively destinaed [or the purchase of equipment
required for the period of the {irst three years, and to finance the foreign curreney
costs of the necessary technical assistance,

For this program, the Government of Costa Ricu will adopt the following
measures: '

1. In the budgets corresponding to the years 1969 to 1971 will be included

the necessary allotments to give a total contribution of local expenses
for the sum of US$8. 04 million,
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2, The Government of Costa Rica will give additional contributions as
needed for a better maintenance service of the purchased equipment
likewise so that there will not be interruptions in the maintenance
program during the period of the project nor in the following years.

3. The Government of Costa Rica will contribute the funds necessary
to replace the equipment opportunely.

4, The Government of Costa Rica will give due priority and importance
to the maintenance programs,

5. The Government of Costa Rica will perform the maintenance works
during the project period in accordance with programs and schedules
prepared by the Ministry of Transports and approved by AID,

6. The Government of Costa Ricu will execute by contract all the works
of construction and betterment that have a cost superior to ¢1, 000,000
except those that by their nature and complexity cannot be done hy
this system.

7. The Government of Costa Riea will present to the AID a plan for the
strict fulfilment of the regulations of weight control and dimensions

of the vehicles in Costa Rica.

Cordially,

Miguel Angel Rodriguez E.
Minister
Dirccetor of the Planning Office

MAR/brs
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D-36-69
San José, January 16, 1969

Mr. Lawrence E, Harrison, Director

AID Mission to Costa Rica

American Embassy

Dear Sir:

I refer to my letter number D-643 dated December 11, 1958, requesting
a loan from AID to assist in a road maintenance program in Costa Rica,

to inform you that upon reconsideration of paragraph 6 of that letter, the

Planning Office wishes that paragraph to read as follows:

"G6: The Government of Costa Rica will not carry out by force
account work in an amount higher than 25% of the investment
for maintenance and improvements, or higher than 10% of the
investment for construction, depending on which is a lower

figure, "

Cordially,

Miguel Angel Rodrfguez E,
Minister ‘
Director of the Planning Office

cc: Highway Administration
Eng. Enrique Angulo
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COOPERATIVE PLAN EQUIPMENT TO BE FINANCED

BY CENTRAL BANK CREDIT TO MUNICIPALITIES a/

(US$1000)
Unit Price No. Units Total Cost
CIF
Motorgraders 20.0 12 240,0
Loaders, 1% c.y. 15.0 15 225,0
(Rubber tired)
Rollers, two wheels 15.0 1 15.0
(10-12 ton)
Rollers, two wheels 10.5 1 10.5
tandem
Cargo trucks, 8 Tons 4,5 3 13.5
Front loader crawler 20.1 4 80,4
(1% cu yd)
Traclors D4 18.4 10 184.0
Dump trucks, heavy duty 10.9 24 261, 6
Tractors (rubber tired) 7.0 4 28,0
TOTAL 1,058.0

g/ - See Annex III-3 for justification of number of wnits selected.
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a/
ANNEX : COOPERATIVE PLAN MAINTENANCE PQUIPMENT BY GROUPS o

Loaders, Hollers, Cargo Front Dump Tractors Rollers,
maintenance Zone and totor— 1 1/4 €y, | 10-12 ton | Trucks, loader Tractors trucks, (rutber- tandem
Grotp Number, and Nave graders (rubber=% | (two 5 ton Crawler, D-4 heavy tired) (two
ol Canton(s) =/ tired) wheels) 13 c.y. duty wheels)
MT C|P | MT| Cy Pe | NT| C |P MT{ C|P | NT|C|P | NMT| C|{P | MT| C|P | MT| C|P |AMT|{C|P
1-1 Curridabat, Escazd, loravia
Tibds 2 1 1 4 1 1
1-2 San 1sidro, Flores, Santa
Bdrbara, Santo Donmingo, San
Rafael y San Pablo 1 1 1 1 2 1 2 5 1 1
1-3., Acosta, Aserr{ 1 1 3 11,3 2 212
1-4— Puriscal 1 1 1 2 S 2 5 1
1-5 Aguirre 1 1 111 2 2 1
1-6 Turrubares 1{1 1|1
1-7 Goicoechea 1 1|1 1 = 3
2-1 Alajuela, Pods q 1 1 1 1 3 G
2-2 Atenas, San Mateo, Urotina 1 1 2 1 2 311
2-3 Valverde Vega, Naranjo,
¢,/ Palmares 1 1 1 111 4 2
2-47, Grecia 1 1 1 1 S5 1
2-5— San Ramén 1 1 2 311 1
2-6 San Carlos, Alfaro Hufz 1 1 1 211 1 6
3-1  Ccartaro 1 1 ‘ fa 1 2| 2
3-2 Dota, Tarrazd 1 L i 1 2 2
3-3c/ Turrialba 1 1 ! 3 6
4=-1- Puntarenas 1 1§ 1 1 3|1
-I-Ec/, ontes de Oro, Abangares 1 1 1 1| 2 E
4-3— Tilardn - 1 1 1 3 1
=4 Liberia, Dagaces, Upala, F
La Cruz, 3 Czias 1 1 1 1 o 4 1
4-5 Santa Cruz, Carrillo 1 1 1 1 1 2 3] 2
4-6 Nicoya, Nandayure 1 1 2 212
5-1 Limén i 1 1 3|1
5-2 Pococf 1 1 1 2|2
6-1 Pérez Zeleddn 2 1 2 S5 1
6-2 Golfito 1 111 1 112
6-3 Buenos Aires 1
6=4 Usa 1 1
6-5 Coto Drus 1 1 1 i 2 1
- - — — — — — — —
TOTAL UNITS FOR PURCHASE: - 2 15 1 3 4 10 25 4 1

a/

For cach sroup, shows equipment owned by Ministry of Transport (MT), by thce canton (€), and equipment that should be nurchased to round
out the fleet of each group (P). The DGV's approva! of municipality applications for purchase of maintcnance equipment with the AID
1ine of credit will be based on this plan. See Annex TIT1F-2 for unit and otal cost of equipment t0 be
purchased. :

First number 1s MT maintenance zone, and second nunber refers to the unit (canton or group of cantons) covered by this feeder road
maintenance equipment fleet, :

These five groups are those cantons wealthy enough to buy all their own equipment; 1in these cases, the canton's contribution is the
equipment and spare parts, and the DGV's contribution is fuel, lubricants, labor, and supervision (in accordance with a special
Cooperative Plan appropriation in the annual budgetary law). The other less wealthy cantons contribute some of their own equipment,
to which the MNinistry adds other necessary equipment, at a rental fee; soretimes the poorer cantons band together in order to pool
their cquipment and that equipment made available by the Ministry. In either casc-—that is, where the MNinistry supplies equipment
at a rental-—the financial burden is divided on a fifty-fifty bLasis between the cantong) and the Ministry.
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DECREE REGARDING MUNICTPALITY EQUIPMENT PURCHASES

LA GACETA - Official Newspaper - Second Semester - Year LXXXVI - San José,
Costa Rica, Thursday, October 29, 1964

LEGISLATIVE ASSEMBLY
No. 3430
THE LEGISLATIVE ASSEMBLY OF THE REPUBLIC OF COSTA RICA}

Decreces:

Article 1---Authorization is hereby pranted to the Ministry of Economy & Finance
to exempt the Municipalitics, District Councils and Canton Road Bouards from the piayment
of customs taxes on the importation of essential machinery and equipment such as erawler
tractors, wheel tractors, front-end loaders, dump trucks, motorgraders, tandem rollers,
trucks and pickups.

Article 2---The above-mentioned entitics will submit in writing the respective ap-
plication to the Ministry of Economy & Finance, accompanied by a recommendition of the
Ministry of Transport regarding the cquipment specitications, together with o report from
the Controller General of the Republic atfirmmyg that the soliciting entity has sutticient ti-
nancial resources to undertake the purchase and operation of the equipment for which duty -

free importation is requested,

UNCLASSIFIED
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3

Inspection and Appraisal of A,I,D,-financed
Used Equipment* and Parts

EFFECTIVE DATE TENMINATION DATE

Septenber 11, 1908 >
FILING INSTRUCTIONS

File as M.0. 1415.8

I. Scope

The policies and interim procedures under
which used cquipment (other than U.S,-Government-
owned excess property) may be authorized for
A.1.D, dollar financing are outlined herein,
These policies and interim procedures apply both
to loan- and grant-financed commodity procure-
ment by a borrower/grantee or importer under
program or project assistance activities. This
manual circular docs nc?t'_z;—ppl;"‘ to rcbuilt and
reconditioned machine tools and metalworking
equipment for which the procedures outlined in
M.C. 1454.3 - Procurement of Rebuilt or Recondi-
tioned Machine Tools and Metalworking Equipnent
(TL 13:160), continuc operative. Nor does this
manual circular pertain to acquisition of U.S.-
Government-owned excess property, the procedures
for which are set forth in M.0. 1415.6 - Commodity
Procurement: Acquisition ot U,S. Covernment-

€d Excess Property.

II,  General

A. It is A,I.D. policy to confine its
financing to equipment items that are unused,
unless approval is given to requests by a borrower/
grantee for authority to procure used equipment,
including rebuilt or reconditioned equipment.

B, If such procurement is authorized, the
nomal requirements are (1) that the used equip-
ment comply with prescribed standards (See
paragraph ITI.,A,1.¢, below.); (2) that financing
be conditioned upon tests, inspections, and
appraisals which are acceptable to A, I.D, and that
are made by A,I.D.-designated inspectors; and
(3) that the costs of inspection testing and
appraisal be borne by the borrower/grantee or
importer,

‘111, Interim Procedures

A. Used Equipment Located in the U,S.

‘ 1. The A.I.D, Mission submits to
A.1.D./W, for authorization by the Regional
Assistant Adninistrator, details of each proposed
purchase by a borrover/grantee of used equipment
together with:

a, The borrower/grantee agrecment
to pay for costs of testing, inspection, and
appraisal and a citation to the allotment of
funds against which such costs are to be charged.

b. The borrower/grantece
Tepresentation:

(1) That specific requirements
of the program involved will be fully satisified
if used equipment is authorized.

(2) That economic considera-
tions (remaining life, spare parts supply, etc,)
and financial factors (relative costs) justify
the procurement of used equipment,

c. The condition standard to which
the used equipment must be repaired when made
available by the supplier for inspection, i.e.,
(1) repaired to operating condition, (2) over-
hauled, or (3) completely rebuilt.

d. The Mission's recommendations
as to the merits of the proposed purchase.

2. If the Regional Burcau wishes to
authorize the purchase of used equipment, it will
by memorandun, citing the funds to be used,
request the Office of Engineering (ENGR) to
develop specific instructions for inspection,
testing, and appraisal, (ENGR may on occasion
employ outside professional assistance to develop
specific scopes of work, using the cited funds
for this purpose,) The instructions developed
by ENGR and the funding citation are submitted to
the Office of Procurement for inclusion in the
Task Order to be issued by the Office of Procure-
ment to the fim selected to perfom inspection
under the terms of its Basic Ordering Agreement
with A,1.D.

3. The Office of Engineering receives”
reports prepared pursuant to the Task Order issued
and, in consultation with the Office of Procure-
ment and other appropriate offices, prepares a
recommendation as to whether the equipment

*The tem "Wused equipment'' means equipment other
than unused equipment, It includes rebuilt,
remanufactured, and reconditioned equipment,

o -, e i e

Note this Manual Circular on the Chapter Checklist and TL Checksheet for AID Monval Chopm__l_@_q__
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Inspactedis technically acceptable for A.T.D.
financing, The inspection, testing, and appraisal
reports and recomendation thercon are forwarded
to the Regional Burcau for final decision., If
the Regional Bureau approves the proposed pur-
chase, it issues a special letter to the supplier
advising that A, LD, inspection requiranents have
been met and that the transaction cited in the
letter is approved for A.I1,D. financing subject
to compliance with other requirements, This
special letter of advice serves as a required
payment docunent which the supplier must submit,

B. ICI-financed Used Equijpment Located
In the U.5.

1. In the case of Loans to Intemmedi-
ate Credit Institutions (ICIs), the subborrower
subnits requests for financing of used equipment,
together with supporting justification, to the
primary borrower (ICD for transmittal to the
A.T.D, Mission for action, Mission approval
should be granted only after the factors listed
in paragraph TI1.A 1. (b) above are taken into
account,

2, Whiie ALT.D./W approval is not
required to authorize the procurement of used
equipnent in the case of 1CI-financed purchases,
testing, inspection, and appraisal must still be
performed by an inspection finn selected by
AI.DJ/W.  The procedures for selecting and
in.  acting the inspector and for receiving
reports are the same as indicated in paragraphs
A2, and A3, above.

C. Used Yquippent located Cutside the U.S.

In the case of a proposed purchase of
equipne:  located outside the United States, the
sthpiss Lol the borrover/grantee/Mission
(containing infomation set forth in paragraph
111.A1, above) should be acconmpanied by the
recorrendations of the Mission as to the quali-
fications of the fim nominated by the borrewer/
grantes to perforn the appraisal, inspection,

Address inquirics concerning this smnual circular to A/PROC.

and any necessary testing, After A1.D/W
authorizes a purchase (as required for all pur-
chases of used equipment, cxcept for those made
under loans by Intemnediate Credit Institutions),
and after A,1.D./W approves the nominated
inspection fimn, the Mission should proceed to
contract with that fimm, Costs of inspection,
appraisal, ctc., are charged to the appropriate
allotment pertaining to the loan or grant under
which the used equipment would be financed. If,
in the judgment of the Mission, the report of the
appraisal, inspection, and testing indicates that
the purchase should be pemmitted, the Mission
should issue a special letter to the effect that
A.T1.D. inspection requirements have becn met,

As in the casc of paragraph TIT.A.3. above, this
special letter of advice serves as a required
apyment document which the supplier must submit,

D. Payment of Inspection Service for

Rejected Fquipnent

Under this “aterim procedure, the
inspection fimm will be paid from the appropriate
loan or grant fund involved irrespective of
whether or not the pirchase of the used equipment
is approved; provided, of course, that the job
appraisal, inspection, and testing is perfomme
in accordance with the tems of the lask Qrder.

1V, Exceptions and Modificaticns

The Pepional Assistiant Adsinistrator may
authorize exceptions to and nodifications of the
interim procediure on a case-bv-casce basis after
consultation with the Office of Procurencnt and
other offices corcerncd,

,///ézg;i&5i3;):;3: oéiifz—__, -
H

Rex Lee
Assistant Adninistrator
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ARTICLE 86 OF TRAFFIC BILL REFERRING TO LOAD CONTROL;
DIARIO OFICIAL, AUGUST 13, 1968, ADDENDUM NO. 62 TO GACETA NO. 182

"Article 86. Overloaded cargo vehicles will be detained until
the driver or responsible enterprise show evidence that they
hgve pald to the National Banking System an amount in fines
for each excess kilogram in total, or for cach excess kilogram
on the axle that is most overloaded, us per the following table:
a) Up t0 500 KZe seeevnveceonns Cereen ¢ 0.05/kg.
b) In excess of 500 Kgu cvovvnvnres cone O.lO/Kg.

"In no cuse will the passage of overloaded vehicles on public

roads be authorized."

UNCLASSIFIED



DGV RECEIPTS AND EXPENDITURES, 1962-1968 (ACTUALS), 1969-1973 (PROJECTIONS)
(€1,000,000, Current)

1962 1963 1964 1965 1966 1967 1968 19693/ 1970 1971 1972 1973

I. DGV Receipts : 32_.4 01,2 59,4 67.5 73.41 90,5 90.41 113,7 148.3 143.9 119.4 121,2
/

A, Budgetary E o/ 21,0 30,5 39.4 49.1 55,7 55.4 146.2 44,5 57.9 61.6 70.8 71,2
B. Foreign (C equiv,., at €6.65) — 11,4 20,7 20.5 18.4 17.7 35.1 14,2 69.2 90.9 82.3 48.6 50.0
1) Loans 7.6 lu.3 20,3 18,2 17.5 30.6 25,1 38.2 63.5 66.8 48.6 50.0

2) Grants — 3.8 1.2 0.2 0,2 0.2 4,5 19,1 31.0 27.4 15.5 - -
II. DGV Expenditures 32,44 51.2 59,9 u7.5 73,4 90.5 90.4_ 114.9 148.3 143.9 119.4 121.2
A. Local 21,0 30.5 3v.1 dull 55.7 55.4 16.2 44.5 57.4 61.6 70.8 71.2

e —_—
% 1) Administration 3.u DU Dl 7.4 G.0 7.0 8.6 8.6 8.7 8.8 8.8 8.9
Ea 2) Construction 10,3 11,2 le,3 24,2 29.6 29,3 19,7 17.6 25.0 27.0 31.0 33.0
2
0 a) wvational & regional highways 1.1 2. L.2 0 7.5 10,9 10,2 G.5 2.0 6.0 6.0 8.0 8.0
q b) IBD feeder roads - - R 3.7 5.2 5.1 2.9 5.2 8.0 10,0 12.0 14.0
EJ c) Cooperative Pians - - 1.0 3.5 3.0 2.5 2.0 1.0 1.0 1.0 1.0 1.0
o d) Other &’ “.2  ad 6.7 0.5 11.5 11.5 11.4 9.1 10,0 10,0 10.0 10.0
3) Maintenance 7.7 14.3 11,0 17,5 20,1 19.1 16.8 _18.3 23.7 25.8 31.0 29.3
. . 1/ " § -

a) National, regional highways = 3.9 6.9 6.6 8.6 7.1 6.6 7.2 13.1 16.6 16.4 16.4 16.9

(1) Diversion y 2.6 1.0 G.5 5.8 1.8 4.5 1.8 - - - - -
b) Major betterments — - - - - - Y - L - 1.3 3.0 5.2 7.2 8.0
¢) Other works — 1.2 2.8 2.0 1.6 6.22 ').O"l/ 1.8 1.0 1.0 1.0 1.0 1.0
d) Cooperative Plans - - 0.9 1.5 2.0 3.0 3.0 3.0 3.1 3.2 3.3 ; 3.4

e) Equipment Purchases - - - - - - - - - - 3.1 — -
B. Foreign Financing 11,4 20,7 20.5 18.4 17.7 35.1 44,2 69.2 90.9 82.3 48.6 50.0
1) Constructio 1i.4 il1.6 14,7 12,8 17,2 32.5 44.2 54.6 890.0 67.3 48.0 50.0

2) Equipment 1 - 9.1 5.6 5.6 0.5 2.6 - 4.6 0.9 15.0 0.6 -

(ITATISWTAND
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See next page for footnotes
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FOOTNOTES, ANNEX F, 1

a/

c

/

d/

I+lol

I=>

/

NN

The approved ordinary budget for 1969 included €41.1 million for the DGV; extraordinary budget appropriations of €3.4

million are expected.

b/ Actuals; 1965-1968 includes carryovers from previous year's budget (permitted only for construction).

1969-1973 projections assume approval of IDB 2nd-stage feeder road loan (mid-1969), and IBRD loan for Limén Highway
(early 1970).

USG grant for Inter-American Highway.

Bridges, construction of feeder roads outside IBD and Cooperative Plan, right-of-way, engineering and design.
Includes IDB feeder roads for which maintenance expenditures started in 1967-1968; Mission reduced DGV figures by
40% as rough estimate of diversion of funds and equipment to other uses (BPR estimates 50% diversion), Diversion
shown in following line,

Increase accounted for by heavy maintenance of Inter-American highway as prerequisite to BPR approval of 1loan,

In national and regional highways; belore 1969, this item combined with following "other works' item; after 1969,
estimates are 1an accordance with recommendations of BPR report,

A residual item, reflecting work on municipal squares, feeder roads outside Cooperative Plan, etc
"major betterments' before 1969,

Increase caused by use of maintenance equipment to conmplete reconstruction ol roads under IBRD-financed project;
IBRD funds ran out in 1967, because of under-estimation of costs and DGV assumed responsibility for completing the
project roads by force account, .

¢ 3.1 millian for rep!dcément of maintenance equipment for national, regional and IBD roads. . .
DGV estimates BO % use in maintenance, 1969-1972 figures consist of equipment, consultant and training doilar costs™
of AID loan.

.; combined with
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Gover..anent
Culrent Central Xaspdoon Income o/
(millions of Colones)

Mission
' . Actual Actual Prelim. . Est. Projection
1966 1967 1968 1969 2/ 1970

TOTAL 523.0 541.0 636.6 652.0 £87.6
= ———— = == =
I TAX INCOME 474.2 485.7 572.8 580.9 €0¢.4
A. Direct Taxes 113.3 136.3 168.5 153.5 171.5
Income Taxes : 88.9 103.2 136.2 3/ 117.5 132.5 4/
Property Taxes 24.4 + 33.1 32.3 36.0 39.0
B. Indirect Taxes 360.9 349.4 404.3 427 .4 437.9
Cigarettes 9.4 9.2 9.5 10.0 10.5
Beer 16.7 15.4 12.8 14.0 15.0
Liquor Factory 30.0 30.1 34.6 36.0 38.0
Consumption Tax 25.0 29.4 23.9 26.2 29.5
Sales Ta:- - 23.1 75.8 87.0 95.7
Gasoline T - 13.5 38.2 43.7 46.5
Other Consumption 9.2 10.0 17.4 17.6 17.6
Import Duties 174.3 156.6 154.9 150.7 151.0
Petroleum Duties 41.9 23.1 6.0 - -
Export Dutiesg 7.8 5.2 9.5 9.6 10.1
Tax on Coffee Proj. 34.2 20.4 7.8 19.4 16.6 5/
Other Production Taxes 0.9 0.6 0.3 0.2 0.4
Other Indirect Taxes 11.5 12.8 13.6 13.0 ~3.0
II NON TAX INCCHE 48.8 55.3 63.1 71.1 78.2
A. Income from Scrvices
& Surplus of Public
Enterprises 45.0 52.8 58.7 67.2 74.2
B. Title 4 - Transfers 3.8 2.5 4.4 3.9 4.0
SOURCE:  UCATD/CR (Cabds D10, Wb 7, 1007 0)

1/ Data for 1968 are preliminary GOCR data, after careful review by CIAP,
T IMF and Mission officers we agreed accept 1968 income figures. Also
agreed accept 19GY estimates, noting they include two favorable
assumptions: sales tax estimate assumes improved administration and
coffee estimate assumes collection coftee tax at 5% instead of 2-1/2%
. because smaller crop and higher prices. Mission considers prospects
reasonable on both assumptions. Morecover, Mission considers GOCR 1969

income tax cstimate unduly conservative,
2/ Assumes no additional tax action,

3/ Includes income tax surcharge 14.6.

4/ Assumes rccovery income tax performance in 1070 and takes into
consideration Mission belief 1969 estimate too low,

g/ Assumes coffee tax at 2-~1/2% because factors contributing higher tax
rate 1969 considered transitory,

UNCLASSIFIED
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Expendizures of the Centri.i govermment . iuwn-1959
(millions of Colonua)
Actual Actual Prelim. Est.
1966 1567 1968 1969
LOTAL 686.3 751.4 787.1 henglaV/
ADM_NISTRATION 392715 415.9 445.0 509773
Legislative Branch 6.8 8.2 9.2 9.4
Assembly 4.1 5.1 5.7 D
controller General 2.7 Hodl Yl 4.1
Executive Branch 367420 374.6 31977FN)! 452.9
Presidency 10.7 6.0 6919 Hiio
Government 24.8 24.8 2515 2550,
Foreign Relations 5.6 4.1 4.3 Shey Al
Public Security 16.9 18.0 19.2 28115
Finance 281847 23.2 23.8 25.8
Agriculture 9.4 10.6 10.7 13.0
Industry and Commerce 4.5 4.2 Pl 4.6
Transportation el 5(0) 9277 83.2 90.5
Education 149.4 171.4 192.5 226.6
Public Health 153, C) 14.7 22050 24750
Labor and Welfare Sl 4.8 4.7 53
Judiciary Branch 23.6 29.0 32002 Bi7Ee3
Election Tribunal Shet 4.1 6.6 oRv/,
2. TRANSFERS AND SUBSIDIES 174.4 211.8 212.5 205.8
SRS DEBTS ERVIE R B ods L) 123180 129.5 181.3 1
;
@i ottii s W G et N B U ' .es below: difference represents ﬁ
normal ron-spendine £ author...u sha.tures (at.:) and estimated s
savings from not £i.ling author.zc. out vacant personnel positions (11.6). o
SOURCE: USAID/CR (Cable 512, Feb. 21, 1969)
UNCLASSIFIED
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HIGHWAY - RELATED TAXES, AND THEIR SHARE OF HIGHWAY

a/
EXPENDITURES, 1962-1968 —

(1,000,000, Current)

1962 1963 1964 1965 1966 1967 1968

Taxes E/ 45.4 54.4 72.9 68.8 86.9 86.4 88.2
User taxes c 40.2 49,5 60,7 61,0 74,7 74,2 76.7
Other taxes — 5.2 4.9 12.2 7.8 12,2 12,2 11,5

Highway - Related

Expendi tures 33.0 37.0 16,8 62.9 70.5 66.5 57.2
DGV actuals 21.0 30,5 39.4 19,1 55.7 55 16.2
Amortization of 12.0 6.5 7.4 13.8 14,8 11,1 11,0

Highway Debt

a/ Source: DGV, February, 1969,

b/ Taxes on gasoline, diesel, lubricants, registration, licenses, plates,

B tires, tubes, import and consumption taxes on vehicles and spare parts,

c/ Set up by law to finance servicing of foreign debt on highways; taxes

~ on banana, sugtr and liquor production, and share of National Insurance
Institute,

UNCILASSIFIED



a
FOREIGN LOANS TO COSTA RICA HIGHWAY SECTOR, 1955-1968 ‘/

(US$1, 00u, 000)

Km. Completed

Kilometers 12/31/68.
Date Agency Amount GOCR Projeet No. of Con- Recon-|| Con~- Recon-| Scheduled
Loan No, Contribution Roads struc- struc- || struc- struc- | Completion
(USS equiv.) tion tion tion tion Date
11/3/55 EXIM-754 21.5 - Inter-Amerjcan 1 550 105 215 115 1971
USG-322 ._/ 46.3 - Highway &

6/15/60 EXIM-1151 3.0 - S José~El Coco 1 12 - 12 - 1965
10/13/61 IBRD-299 5.9 7.0 First Stage, Plan Vial 41 13 470 40 199 1970
10/13/61 IDA-10 1.7

7/23/63 AID-003 2.1 - First Stage, Plun Vial 12 10 80 40 57 1969

6/2/64 IDB-30 4.0 3.3 Feeder Roads 10 317 - 253 - 1969

7/31/66 CABEI-6 1.7 1.0 El Coco-San Ramén 1 12 - - - 1971

1/31/68 CABEI-9 5.3 -

TOTAL 97.6 11.3 95 1004 955 560 371
Anticipated Loans, 19¢9-1970
IDB T.2 1.8 Feeder Roads 39 243 101 - - - - %
CABEI D - Studices, Southern Coastal - - - - - - & g
- [
Highway o E
&0
CABE] 1.8 - Inter-American Hwy, 1 - 155 - - - waH
ADD 5.1 .1 Maintenance Equipment td d é
BRD ¢/ 15.0 1.0 Siquirres-Lim6n Hwy, 1 60 - - - - c% &
—_— —_— o
o
TOTAL _ 29.€ 9,2 o 2] 303 2536 g
e o=

a/ Total amount, not dishursements,

b/ Grant, not loan; USG unnuul approprustion admunistered by BPR.

Amount represents 1955-1968 annual appropriations,

¢/ Total length of Inter-American Highway 1s 659 Kms,, ol whieh 562 Kms. was financed with EXIM and USG funds (remaining 97

~  Kms. financed by GOCRj.
rapidly.

d/ Exact dollar and colon amounts not vet detinitely deeided upon,

The 105 Kms, of reconstruction includes some reconstruction of new pavement that deteriorated

3/31/69.
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GOCR FOREIGN DEBT
SERVICE OBLIGATIONS, 1968-1977
(US51,000,000)

Foreign Debt

) 1369 1970 1¢71 1972 1973 1974 1875 1976 1977
Service

Bonded .24 .36¢ .389 .046 .046 .046 .046 .046 .046

Loan 7.682 2.415 10.616 10.209 9.164 2.671 9,850 9.597 9.971

TOCTAL 8.588 9.804 11.005 10.255 9.210 9.716 9.916 9.643 10.017

ESTIMATE OF GOCR FOREIGN DEBT SERVICE BURDEN
OF HIGHWAY MAINTENANCE LOAN (US3)
b/

a
Method I Method I1™

Grace Period (1969-1279) c/
Average Annual Service on Maintenance Loan—

iy 157,000 157,000
< of 1969-1977 Average Annual Total Debt Service — 1.65% 1.65%
Amortization Period (1980-2010)
Average Annual Service on laintenance Loan a/ 440,000 410,767
% of 196¢-1977 Average Annual Total Debt Service — 4.5% 4.2%

a/ For amortizatior nmeriod, assuming 3% on total loan for fifteen vears, plus annual payment of

- principal.

b/ For amortization period, assuming 3% on half of loan for 30 years, plus annual payment of principal.
¢/ Annual interest at 25 for ten years.

E/ See total debt service f[igures above.
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GROWTH OF COSTA RICAN ROAD SYSTEM, IN KILOMETERS, BY CLASSES AND

TYPES OF SURFACE, 1960-1968

System 1960 1961 1962 1963 1964 1965 1966 1967 1968
GENERAL TOTAL 3,116 3,341 3,549 4,264 5,442 5,610 5, 7127 5,882 6,131
Paved 1/ n. a. n. a. 1,060 1,089 1,120 1,148 1, 166 1,190 1,299
Improved g/ n.a. n.a, 2,489 3,175 4,322 4,462 4, 561 4,692 4,832
NATIONAL HIGHWAYS 1,035 1,095 1,161 1,233 1,317 1,351 1, 407 1,480 1,475
Paved n. a. n. a. 611 615 625 643 656 678 752
Improved n.a. n. a. 550 618 692 708 751 802 723
REGIONAL HIGHWAYS 751 766 781 810 828 838 846 856 860
Paved n. a. n. a. 354 371 371 381 386 391 426
Improved n, a. n. a, 427 439 457 457 460 465 434
FEEDER ROADS 1,330 1,480 1,607 2,221 3,297 3,421 3,474 3,546 3,796
Paved n. a. n. a. 95 103 124 124 124 121 121
Improved n. a. n. a. 1,512 2,118 3,173 3,297 3, 350 3,425 3,675

1/ Corcrete and asphalt pavement.

2/ Surfaced with gravel or selected material (ballast).

n.a. Data not available.

SOURCE: Ministry of Transportation, Planning Department
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SUMMARY OF TECHNICAL QUALIFICATIONS OF THE

MAINTENANCE DEPARTMENT STAFF

DIRECCION GENERAL DE VIALIDAD

Oscar Ulloa Gonzdlez ~ Chief Engineer Maintenance Department.

Age 36, married. Graduated from Engineering School, University of Costa Rica
1955, U. S, Bureau of Public Roads and Ministry of Transportation: Chief

cf Field Laboratory on construction of Interamerican Highway, Resident
Engineer on construction and maintenance in provinces of Puntarenas and
Guanacaste, construction of Autopista San José - Ei Coco Airport, Chief of
Section of Planning and Supervision, Chief Engineecr of District 1. At
present, Chief of Maintenance Decpartment, responsible for programming and
execution of maintenance and betterment of highways, roads and bridges
throughout Costa Rica,

Francisco Carazo Alfaro - Assistant Engineer Maintenance Department.
Graduated from University of Costa Rica 1955. Worked with U. S. Burcau at
Public Roads 1954-1938 in field laboratories. Since 1958 with Ministry of
Transportation in Feeder Roads Sectiun and Chief of Zones 1-1 and 1-2;
since August, 1968 Assistant Enginecer, Central Maintenance,

Enrique Solano Rivera - Chief, Program and Control Division, Plan Vial,
Bachelor of Science and Letters 1956 ; graduated from School of Civil
Engineering, University of Costa Rica 1966; took courses in idministration
of Programs for construction and maintenance of highway - ESAPAC and ICAPD,
Assistant construction engineer with Empresa Constructora LECA; ICL office
enginecer onh river control; with Maintenance Department, Ministry of
Transportation since 1965,

Ricardo A. Umana P, - Chief Engineer Force Account Construction (Major
Improvements). Completed engineering studies, School of Engineering,
Universiiy of Costa Rica 1962, With Ministry of Transportation since

1964,

Edgar Corrales Cordero ~ Chiel Engineer of Maintenance Zone 2.

Graduated from School of Civil Engincering 195G. Professor of Mathematics
and Physics (13 years) in Costa Rica Night School. With Ministry of
Transportation sirce 1956: Planning Office, construction of roads and
bridges, engincer with National Commission of Railways; since 1967 in
Maintenance Department Plan Vial,
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Edgar Meléndez Cerda - Chief Engineer of Maintenance Zone 4.
With Ministry of Transportation since 1962: Chief of Contract Construction
Projects on National and Regional highways,

Oscar Fco. Ramirez Arias - Chief of Highway Signals Section.

Bachelor of Science and Letters 1958, With Ministry of Transportation
since 1959: Office of design, traffic engineer, Chief of Highway Signals
Section in Maintenance Department since 1965.

Enrique Estrada Lara - Inspector of Maintenance and Improvement of Bridges
and Culverts, With Ministry of Transportation since 1954: Construction

and repair of bridges an. culverts, concrete construction and erection of

steel structures,




MAINTENANCE PQUI PMENT PURCHASE LIST

(LSS o)

1T UN1T PRICE NOLOLNITS SUBTOTA! NG . UNITS SUBTOTAL TOTAL MO . cosT or TOTAL
NO CIF s 1 TOST & . . 2 06T » 2 LNITS REPLACENENT RIPLACTMINT cosT
1TDNs
]

1 Nctorgraders 2 C 10 200.0 3 oo 18 il 220.0 300.0
2 Loadera, ! 1 4 ¢ v (Hudber tirea) 13.0 10 130.0 i2 180.0 22 19 285.0 3X.0
3 AZgregate sgreadera . traction type 4.0 - - 3 12.0 3 1 4.0 12.0
4 Flaherty aggregate screader - self-propellec 173 1 17.3 - 1 - - 17.3
S Trucks weitd lubricating egqulpment 6.0 3 18.0 - - k| - - 18.0
6 Trucks with welding equipment 5.7 k] 17.1 k] 17.1 € 3 17 34.2
7 Tank trucaks (4000 gal ' - Aephalt kBN 1 3.1 i 3l 2 - - £2.2
a8 Pick=-ups 2.7 o) 54.0 He 27.0 30 30 81.0 81.0
9 Seeps 3.3 6 18.8 6 19.8 12 12 39.6 l9.6
10 Rollera. twn wheeln ° er (1D-14 ton) 13.0 2 26.0 4 32.0 6 [} 78.0 78.0
11 Rollers, tw) wheels ta- e (6-8 tHz) 10.39 4 42.0 4 42.0 ] 2 21.0 84.0
12 ¥alk-bekind vibdratory rollers (3-5 ton) 2.3 12 27.6 - - 12 - - 27.6
13 Hollers self-propelled tandem (3-5 ton) 2.7 2 5.4 2 5.4 4 2 5.4 10.8
14 Prwer mower attachmern: 4.0 2 8.0 2 8.0 4 - - 16.0
15 Fielc s age asphal? zarks (SO0 gul.) 0.8 6 4.8 6 4.6 12 - - 9.6
18 Asphalt heater portable (325 gal.) 2.2 (-1 13.2 6 13.2 12 - - 26.4
1T Asphalt mixer ‘itusioous (portatie) 8.2 4 32.8 k] 24.6 7 2 16.¢ 7.4
i8 Asphalt distritutor truck (1ax) gel ) 5.3 2 18.6 - - 2 2 18.8 18.¢
19 Seai-asphalt gtstributar (X rai 25.5 - - 1 25.9% 1 1 25.3 23.3
20 Asphalt storage tank (X (20O gai.) 17.3 1 17.3 - - 1 - - 17.3
21 Aschalt storage tank (10 OO gal ) 12.0 - - 1 12.0 1 - - 12.0
22 Aspbalt portabie heater (H0RX) gal.} 6.8 1 6.8 - - 1 - - 6.8
23 Asptalt pavement finteher 21.0 1 21.0 - - 1 1 21.0 21.0
24 Cargo itrucks (12-15 tons} 6.0 1 6.0 2 12.0 3 3 18.0 18.0
23 Durp trucks heavy duty - 4 1 2 ya 10.9 0 436.0 29 3jle.1 69 69 2. 732.1
26 Dump trucks  1ight Suty - 3 ¢, 9.3 - - 3348 6 20 les.c 3348
27 Ttlt bed trsilers 10 toan 4.0 3 12.0 k] 12.0 6 - - 24.0
28 Low bec trailer - 25 tons 4.9 1 4.9 2 9.8 3 2 9.8 14.7
29 High bed treiler - 10 tons 1.9 1 3.9 - - b - - 3.9
0 Rock wagons 6 c.y 18.8 6 112.8 6 112.8 12 6 il2.8 22%.6
31 Dezpater Dumpster Lnits 5.9 3 17.7 k] 17.7 6 ] 33.4 35 4
32 Cargo trucks, 8 tons 4.5 S 22.5 5 22.% 10 3 22.% 430
3 Rubber-tired tractors (5C HP) 5.7 2 11.4 2 11.4 4 - - 22.8
34 Tractor truck ualt 12.0 1 12.0 2 24.0 k) 2 24.0 38.0
35 Portable crusher (primary aod secondary) 136.0 1 136.0 - - 1 1 136.0 138.0
38 Portable crusber (secondary) 53.4 - - 1 53.4 1 1 33.4 33.4
37 Cone crusber 18.0 1 18.0 - - 1 - - 18.0
8 Tractors D7 with rippera M.5 1 34.5 4 138.0 S 2 89.0 112.3
39 Crawler shovel (! cu. yd.) beavy duty 82.7 - - 1 82.7 1 1 82.7 82.7
40 Front loader crewler type (2 1/2 cu. yd.) 27.9 1 27.9 1 27.9 2 - - 33.8
41 Gradall 60.0 - - 1 60.0 1 1 60.0 @0 .0
42 Small portable compressor 135 cu. ft. 6.0 k) 18.0 3 18.0 .3 - - 36.0
4) Jackhammer 0.6 6 3.6 - - 6 6 3.6 3.6
4« Concrete mizer (2 bags) 3.0 1 3.0 1 3.0 2 2 6.0 6.0
45 Tampers - Alr 0.4 - - 7 2.8 7 - - 2.8
46 Concrete vibrators 0.6 12 7.2 - - 12 [} 3.6 7.2
a7 vater pumps 27 0.6 4 2.4 ] 2.4 8 8 4.8 €3
48 vater pumps 47 0.8 3 2.4 k) 2.4 [} - - 4.8
49 Fower brooas 2.2 2 4.4 1 2.2 3 3 6.6 6.0
30 Traffic couaters 0.9 9 8.1 - - 9 9 8.1 8.1
s1 Stationary scales 3.8 3 .4 - - 3 ' 3e e
352 Portable sceles 1.9 3 3.7 - - 3 3 s 7 3.7
33 Transceiver radios 2.0 _10 20.0 _18 36.0 28 - - 58.0
Bubtotal 220 1672 6 204 1876.4 424 249 2 4363 1349¢C

Plus 101 allowance for possible
price increases 167.3 i87.8 2437 354 9

TOTAL 18399 2064 .0 2 6802 3903 9
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JUSTIFICATION FOR PURCHASE OF ADDITIONAL EQUIPMENT

Road Maintenance Equipment

Approximately 87% of dollar expenditures under the loan will be used

for the purchase of new maintenance equipment (including 15% spare parts).

Two-thirds of this equipment (69% of total estimated dollar cost) will

replace existing DGV equipment which is obsolete or near the end of its

useful life.

Additional units will be required in order to enable the Highway

Department 1) to improve the technical efficiency of its current maintenance

operations and 2) to provide for future maintenance of new roads being

added to the country's road system, i.e., Interamerican Highway, El1 Coco-

San Ramén, Plan Vial, Feeder Roads. An itemized justification for these

additional units is presented below:

4

Mo torgraders

Loaders - 1/2 C.Y.

Aggregate Spreaders -
traction type

Aggregate Spreader -~
Flaherty self-propelled
Trucks with lubricating

equipment

Trucks with welding
equipment

Required for second disbursement to cover
Kms. coming under Ministry's maintenance
responsibility.

Same as above

To work with second 2000 gal. asphalt distributor
on routine or scattered seal ccat work.

For use on continuous seal coating operations,
with other 2000 gal. asphalt distributor, on

national and regional highways,

To provide 1 unit for each zone (with 3 on
hand)

Same as for lubricating equipment.



12

12

12

WD

Tank Trucks (4000 gal.)
Rollers, two-wheel
tandem (6~8 ton)
Rollers, vibrating walk-
behind (3-5 ton)
Self-propelled tandem
Roller (3-5 ton)
Rubber~tiro: Tractors
(50 HP) with Power
Mower Attachment

Field Storage Asphalt
Tanks-5000 gal.
Asphalt Heaters,

portable (325 gal.)

Bituminous Asphalt
Mixers -~ Portable

Tilt Bed Trailers -
10 Tons

Cargo Trucks - & tons

Air Tampers

Concrete Vibrators

Water Pumps 4"

Storage Tank -
20,000 gal.,

UNCLASSIFIED
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To transfer asphalt materials from storage
centers to field operations.

To provide 1 unit for each maintenance zone,

To equip each maintenance section with at

least 1 unit of this type for patching and
shoulder repair work.

Needed to compact asphalt patches and shoulders,

To replace hand labor clearing shoulders and
R/W in some locations,

For patching in 12 maintenance sections
which have principally asphalt highways to
maintain.

For heating pots for asphalt patching work in
12 above maintenance sections,

To be used in place of old concrete mixers
for both cold and hot patching.

1 unit for each zone to haul maintenance
equipment within zone,

To provide all maintenance zones (except Limén)
with material and supply hauling equipment.

To compact fill material around drainage
structures and bridge repair,

For drainage structures and bridge repair,

To provide each zone with 1 unit for drainage
structure and bridge repair work.

To provide asphalt storage at San José head-
quarters for seal coating and other purposes.
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28

Storage Tank -
10,000 gal.

Portable Asphalt
Heater - 5,000 gal,

Front End Loader,
Crawler Type -
2 1/2 C.Y.

Cone Crusher

Tractors D 7, with
Rippers

Rock Wagons -
Dumptors 6 C.Y.

Smx1l Portable
Ccempressors - 135
cr, It,

Tractor Truck Unit
Low-Bed Trailer
High-Bed Trailer
Dump Trucks, Light
buty - 3 C.Y,
Radio Transmitters

and Receivers

Stationary Scales

UNCLASSIFIED
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Same as above,

To heat asphalt in R.R, tank cars or storage
tanks.

For use with the two portable crusher mobile
units,

To be added to Carmen crushing unit to process
fine aggregate for seal coating,

For use in ripping and processing volcanic
rock material for replacement of subbase, base
and shoulders.

To use with the two portable crusher mobile
units,

To provide 1 unit for each maintenance zone
for use with air accessories in maintenance
and quarry work.

To provide additional means of moving heavy
maintenance equipment and materials,

To provide for additional maintenance requirements

due to new kilometers of highway added during
period.

To provide - ummunication between all maintenance

headquarters.

To equip 2 additional permanent weighing
stations,
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ADDITIONAL SHOP EQUIPMENT NEEDED TO SUPPLEMENT
PRESENT MINISTRY OWNED EQUIPMENT

Unit Cost Estimated
Quantity  Description Size FOB Factory  Total Cost
$US $US
6 Lathe 6" 500 3,000
3 Lathe 9" 2,100 6,300
7 Aligner Wheel Shop 1,000 7,000
3 Press Shop 25 Ton 500 1,500
6 Press Hand Shop 100 Lbs. 75 450
6 Press Track Portable 60 Ton 175 1,050
4 Press Drill Pedestal 13 1,250 5,000
14 Grinder Bench 4" 100 1,400
16 Compressor, Gas & Elect. Shop 1,100 17,600
14 Charger Battery 95 1,330
24 Cleaner Spark Plug 50 1,200
6 Cleaner Steam 450 2,700
40 Cylinder Oxygen 40 1,600
40 Cylinder Acetylene 40 1,600
10 Generator Electric 30 Kw, 3,000 30,000
10 Generator Electric 10 Kw. 1,200 12,000
24 Creeper Floor 20 480
32 Tank Storage 1000 Gls. 400 12,800
6 Puller Assortment 200 1,200
6 Reamer Assortment 1/4" -1-1/4" 200 1,200
24 Tool Hand Assortment 300 7,200
6 Outfit Brake Repair 500 2,000
6 Outfit Blacksmith 350 2,100
18 Outfit Tire Repair 400 7,200
6 Tester Injector Portable 75 450
6 Tester Ignition 300 1,800
14 Drill Electric Hand 1/4" 40 560
14 Drill Electric Hand 3" 95 1,330
4 Welder Arc 300 amp. 2,300 9,200
10 Welder Acetylene 300 3,000
6 Vise 3 25 150
14 Vise 5" 70 420
16 Units Lubrication Shop 1,000 16,000
18 Jack Floor 4 Ton 200 3,600
18 Jack Floor 10 Ton 350 6, 300
18 Jack Hand 3 1on 20 360
18 Jack Hand 5 Ton 25 450
18 Jack tland 10 'Ton 45 810
18 Set Tup & Die Small 25 450
18 Set Tap & Die Medium 65 1,170
6 Set Tan & Die Heavy Duty 170 1,020
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Unit Cost Estimated
Quantity  Description Size FOB Factory Tdal Cost
$US $US

48 Extinguisher 23 Us 25 1,200
18 Washer High Pressure 300 5,400
24 Pump Dispensing Fuel Station 500 12,000
6 Hoist Floor Portable 2 Ton 650 15,600
6 Hoist Chain 2 Ton 125 750
TOTAL 210,950
Estimated Shipping Costs 29,000
Total Estimated Cost $240, 000

,/11/69



TRAINING AIDS REQUIRED TO SUPPLEMENT

MINISTRY TRAINING EQUIPMENT

Movie projector with sound and microphone
attachments 16 M M

Projector for slides

Projector (Opaque reflector type) for projecting
diagram illustrations and drawings directly on
screen

Portable tape recorder for field use

Tape recorder for school headquarters use

Movie camera 16 M M

Camera for still photos

Projection screen for travel to field

Projection screen for school heacjuarters

Instruction movies for equipment operators

Instruction movies for equipment maintenance
personnel

Instruction movies for mechanical personnel

Instruction movies for highway maintenance
personnel

Total

UNCLASSIFTED
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$ 1,000.00

200,00

500,00
100,00
200,00
350.00
200,00

75.00

75.00

2,000.,00

1,400.00

1,400.00

1,500.00

$ 9,000.00


http:9,000.00
http:1,500.OO
http:1,400.00
http:1,400.00
http:2,000.00
http:1,000.00

DGV _EQUIPMENT REPLACEMENT PURCHASE FOR 1972

(US $1000)
Unit Fuice No. of Units Total Cost
CIF
Loaders, 1% c.y. {Rubber tired) 15.0 4 60.0
Trucks with lubrication equipment 6.0 3 18.0
Pick ups 2.7 6 16.2
Jeeps 3.3 6 19. 8
Power mower attachment 4.0 3 12,0
Self propeller tandem roller 3-5 Ton 2.7 2 5.4
Cargo trucks, 8 Tons 4.5 10 45.0
Semi-asphalt distributor (1000 gal) w 25.5 1 25.5
Water pumps 2" 0.6 7 4.2
Tractors D7 with rippers 34.5 3 103.5
Rnck wagons 6 c.y. 18.8 3 56.4
Dump trucks, h~avy duwy 10.9 9 98.2
Flat truck 5.2 1 5.2
TOTAL 469.4
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ESTIMATED COST OF CONSULTANTS

(US $1000)

1969 ¥/ 1970 1971 1972 TOTAL
GOCR AID GOCR AID | GOCR AID GOCR AlID GOCR AID
i US3 USS US3 USS USS US$ US$ USS USs$ US$
Equiv. Equiv. Equiv. Equiv, Equiv.
M=aintenance Engineer 0.9 .0 3.5 31.5 3.5 31.5 3.5 31.5 11. 4 102,35
Equirment & Training Engincer 9/ 0.9 5.0 3.2 31.5 3.5 31.5 3.5 31.5 11.4 102.5
Field Engineer </ - - 3.5 26,5 3.5 26.5 3.5 26.5 10.5 79.5
Administrative & Organization Specialist b/ - - 3.5 31.5 - - - - 3.3 31.5
Office Staff 1,2 - 4.3 - 1.3 - 4.5 - 14,5 -
Transportation 0.6 - 2.5 - 2.5 - 2.5 - 8.1 -
Office Services 0.6 - 0.6 - 0.6 - u. 6 - 2.4 -
TOTAL 4.2 16,0 21,4 121,90 18.1 89.5 18,1 89,5 61.8 316.0

a/ Costs calculated on basis of last quarter 1969,

_l;/ Annual cost estimated at US335, 000, of which 10% (for living allowance),

¢/ Annual cost estimated at US$30,000 (10% in local costs).

computed in local costs.
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HIGHWAY MAINTENANCE L.OAN: IMPLEMENTATION SCHEDULE

Loan Authorized

CBD Notice Inviting Submission Technical
Proposals from Construction Firms

Recelpt Technical Proposals

Sign Loan Agreement

Selection awd Approval of Consultant by A.I.D.
Ratification by Tegislative Assembly

Conditions Precedent
Consultant
1ot Phase Procwrement
2nd Phase Procurement

Sign Consul tant Contract
Consultant cn Beard

Tirst Phase Procurcment

IIB dratted snd approved

Notice to Commerce Business Daily

Bid Opening

Bid Evaluation, Award Recommendations, ete.
Approved by A.I.D.
*Approved by GOCR
*¥3immine of Purchase Centracts
*Delivery of quipment (]PO dnys)

Second Phare Procurement
IIB Jdratted and approved
Notice Lo Commereoe Buginess Daily
Bid Opening,
Bid Fvaluation, Award Recommendations, ete.
Approved by A.I.D.
*¥Approved by GOCR
*¥Signing of Purchasce Contracts
¥Nellvery of bBauipment (1?0 days)

1 June 1969

1 June 1969
5 July 1969
15 July 1969
15 July 1969

31 August 1969

1 October 1969
15 December 1969
1 July 1971

20 August 1969

15 October 1969--31 Dec.19T72

31 January 1970
1 February 1970
15 March 1970
15 May 1970

31 May 1970

15 June 1970

15 June 1970

15 October 1970

15 June 1971

1 July 1971

15 Auvgust 1971
15 October 1971
1 November 1971
15 November 1971
15 November 1971
15 March 1972

¥ Note: MThese dates moy be ns mueh as 50 days later in the
event of an appenl to GOCR by unsuccessful bldder.
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Drart
LOAN AUTHORIZATION

Provided from: Alliance for Progress Loan Funds
(Costa Rica: Highway Maintenance)

Pursuant +- the authority ves*ed in me as Deputy U.S. Coordinator of the
Agency tor International Development ("A.I.D.") by the Foreign Assistance
Act of 1wl, us amended, and the delegations of authority issued there-
under, I herceby authorize the establishment of a loan pursuant to Part
I. Chapter . Title VI, (Alliance for Progress) of suid Act, as amended,
to the Government ot Costa Rica ("Borrower") of not to exceced Seven
Million One lHundred Thousand United States Dollars ($7.100,000) to
ascist in Ulnancine the United States dollar and local costs ol pur-
chasing hirhway malntenance cquipment and shop equipment and facilities
necessary lor an adequate highway maintenance program, of training per-
gsonnel in higshway maintonance. and of hirhway maintenance consulting
services. Tinis loan shall be subject to the ['ollowing terms and con-
ditiong:

I. Interest and Terms of Repayment

Borrower shall ropay the loan to AJI.D. in United States dollars with-
in rorty (hG) years Crom the date of the first disbursement under tli:
loan, including o srace period of not to exceed ten (10) years.
Borrower shall pay to A.I.D.. in United States dollars, on the
distursed balance of' the loan interest of two percent (2%) per

anmul duringe the srace period and three percent (3%) per annum there-
at'ter.

II. Other Terms and Conditions

A. Dguipment, noterials and services (cxcept shipping and marine in-
surance) tinanced under the loan shall have their oripin in and
be vprocured r'rom the United Statesor Central America, and marine
insurance tinanced wnder the loan shall be placed in the United
States with a company authorized to do marine insurance business
in any state thercot',

UNCLASSIFIED



UNCLASSIFIED
ANNEX VI, Page 2 of 5

United States dollars utilized under the loan to finance local costs
shall be made available to the Borrower or its designee through
Special Letter of Credit procedures and shall be used only for
procurement in the United States.

As o condition precedent to any disbursements or the issuance of
any letters of commitment under the loan, A.I.D. shall have approved
the consultin: firm or Lirms and the consulting contract or con-
tracts.

The followin;: shall be conditions precedent to any disbursenents
for equipment:

1. Consultant and A.I.D. approval of the IMaintenance Department
of the Hi,hway Administration ("DGV") maintenance plan, which
will follow an cstablished order of priorities: (a) national,
rer-ional and IDB feeder roads, and (1) other roads.

2. Consultant ana ALIWD. approval or vehicle loud control plan
prepared b Plancin s Departewent of iliniostry of Transport.
Plan will include: (u) transrer of responsibllity and
budgetary tiaods for vehicle load control from Direccion de
Transperte Automotor to Dirceceion General de Vialidad,

(b) proposed location and time phasine: for purchase of tixed
and portaile weishing: station equipment, (e) considerable
increase in salary or DGV ingspectors at permanent and vortable
weirhing stations, (d) continuous surveillance at permanent
weirhing stations, (e¢) allowance and clearin: ol .ni'ficient
risht-ov-way nlon;side o1l pernmanent welishing stations for
trucks to vary for olff-loadin: or re-balancing ol loud, and
detention wntil t'ines are vaid, (f) the stationing ol ol
least one policeran at ~ach permanent and portable weiching
station, (u) tiie placement ol permanent weigshiing stations in
clenr view of the hishway with avpropirate siysns, and (h) the
vlacerment of small trafiic boarrilers direetly ahead obf the
seales to vprevent trach drivers from braliins ronidly and
dama:in.s the seales.

3. The 170 vud:oet proposal and law will inclnde a separately
identitinble appropriation Tor roads to be maintained under
the project, i.oe., national, re;sional, and IDB fceder roads.

4, Consmdtant and AJI.D. will verifly that the 170 budgcet, as
approved by the Leglslative Assembly, for national, repional
and IDB feeder roads, i in accordance with the DGV main-
tenance plan.
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5. Consultant and A.I.D. approval of 1970 DGV allocation of
funds within the budget law which can be used for vehicle
load control program.

6. Completion of work in progress on load control stations at
San Isidro and Barranca.

T. Ministry of Transport and BPR certification of satisfactory
completion and acceptance of the last road construction
project completed and financed under A.I.D. Loan 515-L-.09.

8. Letter from the Contraloria de la Republica stating that pro-
cedures will be established to comply with the audit pro-
visions of the condition precedent No. 1 to the second
disbursement.

9. A contract between Borrower and the Banco Nacional de Costa
Rica (BNCR) savisfactory to the consultant and A.I.D.,
specifying the terms under which the BNCR will administer
the Truckovners Fund.

10. A contract signed by Borrower. the Central Bank, and the
commercial banks, satisfactory to the consultant and A.I.D.,
specifying the terms under which the banking system will
administer the Municipality Iund.

11, Waiver by the Legislative Assembly oi the ¢250,000 legal
limitation on equipment bpurchases by the Municipalities to
the extent that such purchases are Tinanced by the Munici-
pality Fund. (Assembly ratification of the loan agreement
with such a condition will constitute the necessary legal
waiver action.)

As a condition precedent to the sccond dishursement wnder the loan
(second part of equipment for the DGV and second half of Municipal
Fund), Borrower shall present evidence. satisfactory to A.T.D.,
that:

1. The 1970 budgetary allocation specified for maintenance of
roads under the A.I.D. project has been made available by
the Ministry of Finance as needed, and has been used for the
intended purpose. and that neither the funds nor the equip-
ment have been diverted to other operations. This evidence
will be supported by a year-end audit carried out by the
Contraloria de la Republica.

2. i'he 1971 budget law also includes a separately identifiable
appropriation for roads to be maintained under the project.
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3. The Maintenance Department reorganization has been completed
according to the implementation plan, including the projected
construction of field offices and shop facilities.

4. A vehicle load control law, decree or regulation has come into
effect, which authorizes the Ministry of Transport, above and:
beyond existing legislation, to detain overloaded vehicles
until the excess cargo is offloaded and the corresponding fine
is paid. The law will specify the fines to be charged.

5. Enforcement of the vehicle load control plan presented as
condition precedent to the first disbursement has occurred.
This evidence will be supported by records of total cargo
weighed, cargo offloaded, and fines collected.

6. A training program for maintenance personnel has been established
and is in operation.

T. The operating procedures designated in the approved maintenance
plan have been instituted in at least three of the six main-
tenance zones.

8. All obsolete equipment replaced by project equipment has been
disposed of so that it will not continue to be a maintenance
burden on the Maintenance Department repair shops.

9. TIorce account construction has not exceeded the level agreed to
by the Ministries of Planning and Transport, i.e.., no more than
10% of DGV hiphway construction expenditures, or no more than
25% of the maintenance and major betterments expenditures for
national, regional and IDB feeder roads, whichever is less.

F. Borrowver shall covenant that:

1. Until all project equipment has been delivered the consultant
and A.I.D. will verify that national annual budget appropriations
for maintenance of national, regional and IDB feeder roads, and
for vehicle load control are in accordance with the DGV main-
tenance 1969-1973 plan and that the Ministry of Finance has
made the funds available as needed.
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2. As indicated in its 1972 expenditure projections, the DGV will
initiate in 1972 procurement of the bulk of maintenance equip-
ment to continue the replacement program started under the
A.I.D. project.

3. The DGV will include funds in its annual budget requests
following 1972 for routine replacement of equipment that has
become obsolete.

4. The Congress, the Ministry of Finance, and the DGV will
allocate sufficient annual funds to the maintenance of national,
regional and IDB feeder roads after all project equipment
has been delivered so as to permit execution of the mutually
agreed-to maintenance program. The Budget Law will continue
to include a separately identifiable appropriation for main-
tenance of national. resyrional and IDB fecder roads.

5. The DGV will give priority to the maintenance procram, diminish
progressively the road construction and letterment worlk done
by force account, and ensure to the maximum extent possible
that all major reconstruction and new construction be executed
by qualified contractors.

6. An annual audit of maintenance fund expendituras ond usage of
A.I.D. maintenance equipment will be carried out by the Con-
traloria de la Republica until the vroject loan funds are
fully disbursed. Borrower will assure that comvarable annual
audits will be conducted in succeedinge years.

T. Equipment purchased with loan funds will not be used for other
than routine maintenance work (exclndin- major betterments),
except in emersrency cases where prior approval is reached by
A.T.D. and the Ministry of Transport.

8. The DGV will continue its vehiele load control prosram and will
provide adequate funds for snare parts and replacement of
wveighing equipment.

Such other terms and conditions as A.I.D. may deem advisable.

Deputy U.S. Coordinator
Alliance for Progress

(date)
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